ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — First Regular Session

COMMITTEE ON INSURANCE AND RETIREMENT
Minutes of Meeting

Tuesday, January 29, 2013
House Hearing Room 3 -- 2:00 p.m.

Chairman Lovas called the meeting to order at 2:00 p.m. and attendance was noted by the
secretary.

M ember s Present
Mr. Livingston Mr. Robson Mr. Allen, Vice-Chairman
Ms. McCune Davis Ms. Steele Mr. Lovas, Chairman
Mr. Mendez Ms. Townsend
Members Absent
None
Committee Action
HB2356 - DP (8-0-0-0) HB2358 - DPA (8-0-0-0)

HB2357 - DP (8-0-0-0)

CONSIDERATION OF BILLS

HB2358 - insur ance; licensees; continuing education reguirements - DO PASS AMENDED

Vice-Chairman Allen moved that HB2358 do pass.

Jeanine Jones, Majority Research Analyst, reviewed the provisions of HB2358 which establish
new continuing education requirements for the renewal of insurance licenses (Attachment 1).
The bill exempts certain licensees who have been continuously licensed since January 1, 1994
through a grandfather clause.

Mr. Livingston said this is an important bill for continuing education (CE) credits. He advised
that Arizona is the only state in the country that does not require Arizona resident insurance
agents to have CE credits. The proposal helps agents maintain their professional requirements,
knowledge and ethics standards.

J. Michael Low, representing National Association of Insurance and Financial Advisors
(NAIFA), in support of HB2358, reiterated that Arizona is the only state that does not require
resident insurance agents to submit to continuing education in order to maintain their licenses.
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Thislegislation takes effect on January 1, 2014. Thereafter, every licensee, with the exception of
those who are grandfathered in, will need to complete 48 hours of continuing education every
four years. Arizona has approximately 40,000 licensed insurance agents authorized to write
primary lines of insurance in this state and, of those, approximately 5,400 agents have held their
license continuously since January 1, 1994. If they do not have any disciplinary actions on their
record, they will be grandfathered in. He said this legislation is important to consumers as well
asto the insurance industry.

Ms. McCune Davis stated that a number of years ago, military personnel who were called to
active duty were allowed to have their license put into inactive or suspended mode. She asked
whether this legislation addresses that situation.

Andrew Carlson, Legidlative Liaison, Arizona Department of Insurance, neutral on HB2358, said
he believes that the provision relating to deployed military personnel remains in force but he is
not sure whether it is addressed in this legislation.

Ms. McCune Davis asked Mr. Carlson to check on that to ensure that licenses of military
personnel who are deployed are not inadvertently terminated.

To that point, Mr. Low said that he will be happy to amend the language if that is an issue.

Chairman Lovas announced the names of those who signed up in support of HB2358 but did not

Speak:

Haydee Dawson, Financial Representative, National Association of Insurance and Financial
Advisors - Arizona

Stuart Goodman, Lobbyist, CSAA Auto Insurance

Stephen Goucher, Agent/Owner, representing self

Dale Chittenden, representing self

Lee Kohlhase, representing self

Jeff Sandquist, Arizona Association of Health Underwriters

Andrew Dzurinko, representing self

Lars Hansen, representing self

Christopher Kelly, Agent/Owner, Arizona Kelly Insurance Agency, representing self

Tracy Jones, Prudential Insurance, National Association of Insurance and Financial Advisors

Jason Barraza, Associate Director, Arizona Association of Health Underwriters

Kerry Hayden, Government Affairs Representative, Farmers Insurance Group of Companies

Nicholas Low, Northwestern Mutual Life Insurance and Financial Services/National Association
of Insurance and Financial Advisors

Ceara Chirovsky, Legidative Liaison, Nationa Association of Insurance and Financial
AdvisorgLow & Cohen

Chairman Lovas announced the names of those who signed up as neutral on HB2358 but did not
speak:

Lanny Hair, Executive Vice President, Independent Insurance Agents & Brokers of Arizona
Amy Cronkhite, Governmental Affairs, Independent Insurance Agents & Brokers of Arizona

Vice-Chairman Allen moved that the Livingston two-line amendment dated
1/22/13 be adopted (Attachment 2).
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Ms. Jones explained that the Livingston two-line amendment dated 1/22/13 changes the year
from 1994 to 1995 in the grandfather clause (Attachment 2).

Question was called that the Livingston two-line amendment dated 1/22/13
be adopted (Attachment 2). The motion carried.

Vice-Chairman Allen moved that HB2358 as amended do pass. The motion
carried by aroll call vote of 8-0-0-0 (Attachment 3).

HB2356 - insur ance; prohibited inducements- DO PASS

Vice-Chairman Allen moved that HB2356 do pass.

Chloe Love, Majority Intern, stated that HB2356 increases the value of prohibited tangible items
used for inducement in insurance transactions from $10 to $25 (Attachment 4).

Mr. Livingston explained that this proposal allows insurance agents to spend up to $25 in a
calendar year on people they are soliciting to become their clients.

J. Michael Low, representing Allstate Insurance Company, introduced Noel Young, Regiona
Counsel, Allstate Insurance Company.

Noel Young, Regiona Counsel, Allstate Insurance Company, testified in favor of HB2356. He
related that the last time the amount was increased was in 1996. This bill is a benefit to both the
consumers and to the insurance industry. The majority of the states in this country allow agents
to give items valued at $25 or more. He asked Members to support the hill.

Chairman Lovas announced the names of those who signed up in support of HB2356 but did not

speak:

Kerry Hayden, Government Affairs Representative, Farmers Insurance Group of Companies

Adam McAnaly, Public Affairs & Economic Development Coordinator, Greater Phoenix
Chamber of Commerce

David Childers, Lobbyist, Property & Casualty Insurers Association, Farmers Insurance Group
of Companies

Stuart Goodman, Lobbyist, CSAA Auto Insurance

Norman Moore, Attorney, State Farm Insurance

Chad Heinrich, Greater Phoenix Chamber of Commerce

Jeff Sandquist, Arizona Association of Health Underwriters

Jason Barraza, Associate Director, Arizona Association of Health Underwriters

Amy Cronkhite, Governmental Affairs, Independent Insurance Agents & Brokers of Arizona

Lanny Hair, Executive Vice President, Independent Insurance & Brokers of Arizona

Ceara Chirovsky, Legidative Liaison, Allstate Insurance Company/Low & Cohen

Chairman Lovas announced the names of those who signed up as neutral on HB2356 but did not
speak:
Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance
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Question was called on the motion that HB2356 do pass. Themotion carried by a
roll call vote of 8-0-0-0 (Attachment 5).

HB2357 - insurance; fees. exception - DO PASS

Vice-Chairman Allen moved that HB2357 do pass.

Jeanine Jones, Majority Research Analyst, related that HB2357 exempts commercial insurance
from the current statutory provision which restricts circumstances under which an insurer may
charge fees in addition to the premium (Attachment 6). Commercial insurance includes a motor
vehicle policy which insures seven or more vehicles.

Mr. Livingston stated that this proposal clarifies the statute relating to insurance agents who
specialize in businessinsurance. It does not address property and casualty insurance.

Ms. McCune Davis pointed out that the bill uses the term "personal lines.” She said that the
definition of personal lines includes other products, not just auto insurance. She wondered
whether this inadvertently allows fees to be established on other lines of insurance beyond what
iscurrently in practice.

David Childers, Surplus Line Association of Arizona, spoke in support of HB2357. He said the
intent of this bill is to exclude commercial lines, i.e., business insurance sold to commercial
entities. He advised that the Department of Insurance has had little desire to regulate commercial
insurance lines in the past and has exempted most commercial lines from rate and form filings;
however, a member of the Association expressed concern about the Department's interpretation
of the statute in such away that it could be applicable to commercial entities that might generate
afee that would be subject to the Department's review.

In response to Ms. McCune Davis' question, he referred to the omnibus motor vehicle legislation
passed in 1993. This proposal clarifies an ambiguity in statute by removing commercial lines.
He agreed with Ms. McCune Davis statement that the Department has interpreted that statute as
being broader than just motor vehicle insurance. He said he believes that it is the Department's
view that it has the authority to regulate rates in a broader form than personal line insurance.

Ms. McCune Davis said she wants to ensure that no additional fees will be added to the other
types of insurance. Mr. Childers replied that the Department still has regulatory authority to
regulate those other fees. He said this bill gives additional protection for all personal lines
insurers.

Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance,
testified that the Department is neutral on HB2357. He said the Department is a business-
friendly regulatory body and he does not believe the Department will pursue a change in how
fees are handled unless certain business practices dictate a change. The Department has a
standing order that is specific to what fees can be charged in property and casualty insurance. He
will provide a copy of that if desired.
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Chairman Lovas announced the names of those who signed up in support of HB2357 but did not
speak:

Lanny Hair, Executive Vice President, Independent Insurance Agents & Brokers of Arizona
Stuart Goodman, Lobbyist, CSAA Auto Insurance

Christopher Kelly, Agent/Owner Arizona Kelly Insurance Agency, representing self

Kerry Hayden, Government Affairs Representative, Farmers Insurance Group of Companies
Amy Cronkhite, Governmental Affairs, Independent Insurance Agents & Brokers of Arizona

Question was called on the motion that HB2357 do pass. The motion carried
by aroall call vote of 8-0-0-0 (Attachment 7).

Without objection, the meeting adjourned at 2:32 p.m.

Joanne Bell, Committee Secretary
January 31, 2013

(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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