ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legislature — Second Regular Session

COMMITTEE ON BANKING AND INSURANCE
Minutes of Meeting

Monday, March 5, 2012
House Hearing Room 5 -- 2:00 p.m.

Chairman McLain called the meeting to order at 3:19 p.m. and attendance was noted by the
secretary.

M ember s Present
Ms. McCune Davis Mr. Smith D Mr. Didl, Vice-Chairman
Mr. Quezada Mr. Williams Mrs. McLain, Chairman
Mr. Sed

Members Absent
None

Committee Action
SB1123 - DP (7-0-0-0) SB1141 - DP (7-0-0-0)
SB1124 - DPA (7-0-0-0) SB1251 - DP (7-0-0-0)

Chairman McLain welcomed Martin Quezada, new Member of the Committee.

CONSIDERATION OFBILLS:

SB1123 - surpluslinesinsurance; brokers- DO PASS

Vice-Chairman Dial moved that SB1123 do pass.

Sarah Wharton, Majority Research Analyst, explained that SB1123 modifies the reporting

procedures for surplus lines brokers (Attachment 1). She reviewed the provisions of the bill:

. Specifies that if the identity of the specific surplus lines coverage provided in the broker’s
semi-annual report to the Director of the Department of Insurance (DOI) is not recognized as
surplus lines, the broker shall maintain evidence of compliance with the requirements for the
duration of the insurance policy and for a period of six years after the expiration of the
policy.

« Permits brokers to submit a facsimile of the original notarized statements of al surplus lines
insurance business in lieu of the original notarized statement, and must maintain the original

notarized statement for a period of six years after the calendar year in which the statement
was filed.
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Karlene Wenz, Government Affairs Specialist, Surplus Lines Association of Arizona, in favor of
SB1123, described surplus lines insurance as a liability insurance product that is offered in the
surplus lines market as opposed to the "admitted" insurance market. Surplus lines coverage is
high-risk insurance, i.e., coverage for jockeys, aviation accidents, long-haul trucking, racing
events, etc. She asked Members to support this legislation.

Chairman McLain read the comment submitted by Andrea Seelye: "I am against this bill
because the brokers should submit the original notarized statement.”

Ms. McCune Davis queried whether a faxed copy would be adequate to move the process along,
followed by a certified copy. Ms. Wenz answered that brokers are required to keep the original
copies for a statutory period of time, so if the Department has a concern about the records, or if
an issue about a policy arose, the broker will have those documents and the Department has
statutory access to them.

Chairman McLain announced the names of those who signed up in support of SB1123 but did
not speak:
Lanny Hair, Executive Vice President, Independent Insurance Agents & Brokers of Arizona

Chairman McLain announced the names of those who signed up as neutral on SB1123 but did
not speak

Ingrid Hooker, representing self

Y esenia Ramirez, representing self

Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance

Question was called on the motion that SB1123 do pass. The motion carried
by aroll call vote of 7-0-0-0 (Attachment 2).

SB1124 - surpluslines; ADOT contracts- DO PASS AMENDED

Vice-Chairman Dial moved that SB1124 do pass.

Vice-Chairman Dial moved that the McLain 19-line amendment dated 3/1/12
to SB1124 be adopted (Attachment 3).

Vice-Chairman Dial moved that the 19-line amendment dated 3/1/12 be
amended as follows:

Page 3, line 21, strike " from"

Page 4, line 8, strike" from"

Sarah Wharton, Majority Research Analyst, advised that SB1124 specifies that, notwithstanding
any rule or provision in the manua adopted by the Arizona Department of Transportation
(ADQT), any bidder complies with any bid plan or specification requiring insurance by obtaining
insurance from an authorized insurer or from an approved surplus lines insurance carrier
(Attachment 4). The 19-line amendment dated 3/1/12 removes language related to the ADOT
manual regarding bid plan specifications and instead states that if contractor insurance is
required for construction or reconstruction, the insurance shall be placed with an insurer
authorized under A.R.S. title 20 or from a surplus lines insurer (Attachment 3).
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Ms. Wharton explained that the verbal amendment strikes "from" on page 3, line 21, and page 4,
line 8. The changes are technical in nature.

Chairman McLain pointed out that the verbal amendment is to the bill, not the amendment. She
asked Vice-Chairman Dial to withdraw the motion that the verbal amendment to the amendment
be adopted.

Vice-Chairman Dial withdrew the motion that the 19-line amendment dated
3/1/12 be amended asfollows:

Page 3, line 21, strike " from"

Page 4, line 8, strike" from"

Chairman McLain stated that without objection, the verbal amendment is withdrawn.

Senator John McComish, sponsor, revealed that insurers of surplus lines insurance are currently
not legally allowed to bid on ADOT contracts. Thislegislation alows them to do so.

Karlene Wenz, Government Affairs Specialist, Surplus Line Association of Arizona, testified in
support of SB1124. She said the hill clarifies that insurers may bid on ADOT contracts whether
they arein the traditional market or the surplus lines market.

Chairman McLain stated her understanding that ADOT is now neutral on the bill.

Chairman McLain announced the names of those who signed up in support of SB1124 but did
not speak:

Lanny Hair, Executive Vice President, Independent Insurance Agents & Brokers of Arizona
Mark Minter, Executive Director, Arizona Builders Alliance

Chairman McLain announced the names of those who signed up as neutral on SB1124 but did
not speak
Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance

Question was called on the motion that the McLain 19-line amendment dated
3/1/12 to SB1124 be adopted (Attachment 3). Themotion carried.

Vice-Chairman Dial moved that SB1124 be further amended as follows:
Page 3, line 21, strike " from"
Page 4, line 8, strike" from"

Themotion carried.

Vice-Chairman Dial moved that SB1124 as amended do pass. The motion
carried by aroll call vote of 7-0-0-0 (Attachment 5).

SB1141 - public fiduciaries; investigatory power - DO PASS

Vice-Chairman Dial moved that SB1141 do pass.
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Traci Long, Majority Intern, stated that SB1141 allows Public Fiduciaries and eligible county
officersinvestigatory power if a county isresponsible for the burial or placement of a dead body,
or cremated remains (Attachment 6). The hill alows an investigation to be conducted if the
persons responsible to bury or provide funeral and disposition arrangements for a decedent are
not willing, financially able or cannot be located.

John Moody, Attorney, representing Maricopa County, testified in support of SB1141. He
advised that if no one comes forward to assume responsibility for the burial, Arizona law
currently lists those parties responsible for making arrangements to cover funeral costs. This bill
puts into statute that Public Fiduciaries or county officers can conduct an investigation to make
reasonabl e efforts to find and notify family members and look for resources to cover the costs. It
allows them to go to court to seek information about family members.

In response to Mr. Seel, Mr. Moody related that Maricopa County has 1,200 referrals, with an
average burial costing $4,000 to $5,000. Finding responsible parties can potentially save the
County significant resources.

Gary Strickland, Maricopa County Public Fiduciary, expressed support of SB1141. Of the 1,200
cases last year, Maricopa County took on 400 cases. In response to Mr. Sedl's query about
savings, he replied that he is unable to give a dollar amount in prospective savings because it
would be too speculative. The proposed legislation alowing fiduciaries to get court orders
reassures financia institutions that they can provide information to ascertain whether the
responsible party has the resources to cover the funeral costs.

Mr. Smith noted that the bill refers to Public Fiduciaries and "other eligible county officers" and
asked who the other eligible county officers are. Mr. Moody answered that the Public Fiduciary
is the county officer responsible for making determinations.

Question was called on the motion that SB1141 do pass. The motion carried
by aroall call vote of 7-0-0-0 (Attachment 7).

SB1251 - portable electronicsinsurance - DO PASS

Vice-Chairman Dial moved that SB1251 do pass.

Sarah Wharton, Majority Research Analyst, said that SB1251 establishes a limited lines
insurance license to sell portable electronics (PE) insurance (Attachment 8). She reviewed the
provisions of the bill:
e Definitions
Licensure of Vendors
Requirements and Disclosures
Vendors
Suspension or Revocation of License
Termination

Senator John McComish, sponsor, said the intent of the hill is to establish a limited lines
insurance license to sell portable electronics insurance.
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Jay Kaprosy, Senior Government Relations Advisor, Asurion, in favor of SB1251, advised that
the bill creates a licensing framework for portable electronics insurance. He said the hill is
needed because of the growing number of electronic devices and will provide protections for the
insurance company as well as additional protections for the consumer.

Chairman McLain asked how this proposal differs from last year's bill dealing with the same
subject. Mr. Kaprosy advised they are two different issues, both brought by Asurion. Last year's
bill dealt with call centers and claims; thislegislation deals with limited licensure.

Chairman McLain announced the names of those who signed up in support of SB1251 but did
not speak:

Wendy Briggs, Lobbyist, Asurion

Jason Barraza, Associate Director, Asurion

Joseph Abate, Attorney, AT& T

Karlene Wenz, Government Affairs Specialist, Liberty Mutual Insurance

Chairman McLain announced the names of those who signed up as neutral on SB1251 but did
not speak:
Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance

Vice-Chairman Dial referred to the provision in the bill that allows for changing the terms of the
policy with a 30-day notice, and asked how that works. Mr. Kaprosy said he does not know but
will get the answer. He said that, generally, the practices in the bill are pretty much how the
market works today.

Question was called on the motion that SB1251 do pass. The motion carried
by aroall call vote of 7-0-0-0 (Attachment 9).

Without objection, the meeting adjourned at 3:53 p.m.

Joanne Bell, Committee Secretary
March 21, 2012

(Original minutes, attachments and audio on file in the Chief Clerk’s Office; video archives
available at http://www.azleg.gov)
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