ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legislature — Second Regular Session

COMMITTEE ON EMPLOYMENT AND REGULATORY AFFAIRS
Minutes of Meeting
Tuesday, March 6, 2012

House Hearing Room 3 -- 2:00 p.m.

Chairman Robson called the meeting to order at 5:35 p.m. and attendance was noted by the
secretary.

M ember s Present
Mr. Farnsworth Mr. Patterson Mr. Fillmore, Vice-Chairman
Mr. Kavanagh Mrs. Yee Mr. Robson, Chairman
Mrs. Pancrazi
Members Absent
Mrs. Gonzales Mr. Olson
Committee Action
SB1117 — DP (7-0-0-2) SB1119 — DPA (7-0-0-2)
SB1118 —HELD SB1365 — DP (5-2-0-2)

CONSIDERATION OFBILLS

SB1117 - ASRS: administration — DO PASS

Sarah Wharton, Majority Research Analyst, explained that SB1117 enhances the Arizona State
Retirement System’ s (ASRS) accounts receivables collection authority (Attachment 1).

Senator Steve Y arbrough, sponsor, advised that SB1117 alows the director of ASRS to issue a
subpoena for the production of evidence to a financial ingtitution for the purpose of identifying
an account owner, co-owner, signatory or other person who had access to the account after
A SRS determines a debt is owed.

Mr. Farnsworth stated concern with ASRS ability to subpoena and expressed an interest in
offering a Floor amendment to remove that capability.

Chairman Robson questioned the purpose of the subpoena power; Senator Y arbrough responded
that the subpoena power provides ASRS with the resources to recover overpayments to
members.
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Ledi Sorensen, Government Relations Officer, Arizona State Retirement System (ASRS),
testified in support of SB1117 and explained the current procedures ASRS uses to recover
overpayments of retirement funds. She informed Members that the Attorney General's Office
(AG) is responsible for issuing the subpoena. Ms. Sorensen explained that, in cases where a
member is deceased, the AG has a difficult time clarifying the identity of the account holder
responsible for the continuation of receiving retirement funds and suggested that ASRS obtain
subpoena power for the collection of overpayments.

Ms. Sorensen answered Members' questions regarding:

« Thefrequency of overpayment cases

« Thefinancia impact to ASRS

. Theability to recover overpayments

« Thenecessity for ASRS, aretirement fund, to have subpoena power
« The standards the private sector utilizes to collect on accounts

Discussion ensued regarding the private sector's procedure in obtaining subpoenas for recovering
assets, concerns with ASRS having subpoena power and a possible Floor amendment.

Vice-Chairman Fillmore moved that SB1117 do pass. The motion carried by
aroll call vote of 7-0-0-2 (Attachment 2).

SB1118 - ASRS; long-term disability amendments- HELD

Chairman Robson announced that SB1118 will be held.

SB1119 - ASRS; spousal consent — DO PASS AMENDED

Traci Long, House Majority Intern, explained that SB1119 modifies the Arizona State
Retirement System (ASRS) provisions regarding spousal consent (Attachment 3). Ms. Long
explained that the Robson four-line amendment dated 2/23/12 (Attachment 4) changes the
effective date from December 31, 2012 to June 30, 2013 and makes technical and conforming
changes.

Senator Steve Yarbrough, sponsor, advised that the purpose of SB1119 is to substantiate a
default 50/50 split if a spousal consent affirming otherwise is not present; however court orders
and Qualified Domestic Relations Orders (QDRO) still supersede the default position in the
underlying law. He explained the complications that occur when a default controlling law is not
present.

Mr. Farnsworth inquired the reason ASRS distributions are excluded from the Arizona
community property statutes.  Senator Yarbrough informed Members of the incurred
complications when a member lacks spousal consent, a court order or a QDRO and explained
that assets would become general community property creating a loss to the retirement
participant.
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Mr. Kavanagh expressed unease with the language of the spousal wavier and consent provision
"alowing" a member to affirm in writing under penalty of perjury, in a manner determined by
ASRS, that spousal consent is not required due to the member's spouse not being capable of
executing the acknowledgement due to an incapacitating mental or physical condition, and no
power of attorney or guardian exists to execute the acknowledgement.

Senator Y arbrough stated his understanding of the provision to include that the "fit" spouse will
be required to demonstrate an authorized reason to ASRS to execute the acknowledgement and
requested Lesli Sorensen to clarify.

Lesli Sorensen, Government Relations Officer, Arizona State Retirement System (ASRS),
testified as neutral to SB1119 and stated that she will ook into the language to ensure a Floor
amendment is not necessary. Ms. Sorenson explained that the intent of the provision isto permit
the power of attorney or guardian the consent to execute on behalf of an incapacitated spouse.

Mr. Farnsworth questioned the procedures used in nongovernmental retirement plans when
managing dissolution agreements and spousal consent waivers. Senator Y arbrough explained
that private sector retirement plans are governed by general law, including court orders and
QDROs.

Discussion ensued on the rules and regulations of retirement plans.

In response to a question, Ms. Sorensen explained that the $200,000 appropriation portion of
SB1119 covers the information technology costs associated with the modifications of the spousal
consent provisions.

Vice-Chairman Fillmore moved that SB1119 do pass.

Vice-Chairman Fillmore moved that the Robson four-line amendment dated
2/23/12 (Attachment 4) be adopted. The motion carried.

Vice-Chairman Fillmore moved that SB1119 as amended do pass. The
motion carried by aroll call vote of 7-0-0-2 (Attachment 5).

SB1365 - free exercise of religion; contracts— DO PASS

Sarah Wharton, Majority Research Analyst, explained that SB1365 prohibits the government
from denying, revoking or suspending a professional or occupational license based on a person’s
exercise of religion and specifies a religious organization’s rights when contracting for goods
and services (Attachment 6).

Senator Steve Yarbrough, sponsor, informed that SB1365 is a revised version of a vetoed bill
from last year's Legidative session, addressing all of the concerns stipulated by the governor and
gave a brief history on the fundamental right for freedom of religion as stated in the United
States Constitution.
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In response to Members questions, Senator Y arbrough gave examples of situations in which
freedom of religion is being threatened and explained the Governor's stated concerns on vetoing
last year's legislation.

Joseph Infranco, Attorney, Alliance Defense Fund, testified in favor of SB1365, stating his legal
experiences in regard to violation of a person's freedom of religion and an increasing tendency to
use licenses for professions to advance a political agenda. He cited examples of professionals
threatened with losing their license to practice due to religious beliefs.

In response to Members' questions, Mr. Infranco gave examples of personal religious freedom
violations in Arizona due to an occupational profession.

The names of those who signed up in support of SB1365 but did not speak:
Deborah Sheasby, Lega Counsel, Center for Arizona Policy
Ron Johnson, Executive Director, Arizona Catholic Conference

The names of those who signed up in opposition to SB1365 but did not speak:
Jeremy Arp, representing self

Pat VVanMaanen, representing self

Heather Bernacki, Government Relations Associate, Arizona Physical Therapy Association
Michelle Bolton, Greater Phoenix Chamber of Commerce

Seth Apfel, representing self

Karin Weiss, representing self

Carol Consalvo, representing self

Anjali Abraham, Public Policy Director, American Civil Liberties Union of Arizona
Ed Casper, representing self

Angela Schultz, representing self

Anne Mardick, representing self

Serah Blain, Secular Coalition for Arizona

Gordon Posner, representing self

The names of those who signed up as neutral on SB1365 but did not speak:
Lyle Mann, Deputy Director, Arizona Peace Officer Standards and Training Board

Chairman Robson moved that SB1365 do pass. The motion carried by aroll
call vote of 5-2-0-2 (Attachment 7).

Without objection, the meeting adjourned at 6:39 p.m.

Abby Selvey, Committee Secretary
April 2,2012

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