
  

 
   COMMITTEE ON FINANCIAL INSTITUTIONS 
   February 4, 2013 

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

 
COMMITTEE ON FINANCIAL INSTITUTIONS 

 
Minutes of Meeting 

Monday, February 4, 2013 
House Hearing Room 5  --  2:00 p.m. 

 
 
Chairman Brophy McGee called the meeting to order at 2:05 p.m. and the secretary called the 
roll. 
 

Members Present 
 
Ms. Alston Ms. Hernandez Mr. Livingston, Vice-Chairman 
Mr. Dial Mr. Mitchell Mrs. Brophy McGee, Chairman 
Mrs. Gabaldón Mr. Smith  
 

Members Absent 
 
None   
 

Committee Action 
 
HB2209 - DP (8-0-0-0) HB2277 - DP (7-0-0-1) 
HB2210 - DP (8-0-0-0) HB2428 - DP (8-0-0-0) 
HB2260 - DP (8-0-0-0)  
 
 
CONSIDERATION OF BILLS 
 
HB2428 - investment advisors; representatives; reporting requirements - DO PASS 
 

Vice-Chairman Livingston moved that HB2428 do pass. 
 
Stephanie Johnson, Majority Research Analyst, stated that HB2428 removes the requirement of 
providing an audited balance sheet for a licensed investment adviser who has custody of client 
monies or securities (Attachment 1).  The bill contains an emergency clause. 
 
Chairman Brophy McGee related that this proposal was brought to her by a constituent.  She 
opined that it is appropriate deregulation and is aligned with changes in national banking 
investment rules. 
 
Kevin Lane, representing self, testified that he is a registered investment adviser.  He said he 
became familiar with the auditing requirements in 1994 when his firm set up its first private 
investment partnership.  Historically, the Securities and Exchange Commission (SEC) granted an 
auditing exemption for managers who were managing money, as long as the individual did not 
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have direct custody of customer funds.  The entity that had actual custody of client assets was 
required to be audited, requiring a separate, independent certified public accountant (CPA) firm 
to conduct a compilation and a second CPA firm to do the actual annual audit.  Last year, those 
managers who managed less than $100 million were moved from SEC regulation to state 
regulation.  State regulation is in conflict with the SEC federal rules and HB2428 addresses this 
issue. 
 
Mrs. Gabaldón asked the need for the emergency clause.  Mr. Lane answered that the trigger was 
the moving of the regulation from the SEC to the state and the conflict that resulted from that 
change.  He pointed out that this proposal will result in a savings for small business money 
management firms. 
 
In reply to Vice-Chairman Livingston's query on the audit costs, Mr. Lane said the process costs 
about $28,000 to $30,000 a year.   
 
Vice-Chairman Livingston announced the names of those who signed up in support of HB2428 
but did not speak: 
Walter F. Dudley, Accountant, representing self 
Amanda Rusing, Government Affairs Associate, East Valley Chambers of Commerce Alliance 
 
Vice-Chairman Livingston announced the names of those who signed up as neutral on HB2428 
but did not speak: 
Lori Lustig, Legislative Liaison, Arizona Corporation Commission 
 

Question was called on the motion that HB2428 do pass.  The motion carried 
by a roll call vote of 8-0-0-0 (Attachment 2). 

 
HB2209 - industrial development authorities - DO PASS 
 

Vice-Chairman Livingston moved that HB2209 do pass. 
 
Stephanie Johnson, Majority Research Analyst, explained that HB2209 modifies the population 
threshold in order for corporations to be granted the powers of an industrial development 
authority (IDA) to counties or municipalities having more than seven percent of the total state 
population (Attachment 3).  The bill also exempts these corporations from the Department of 
Housing approval for a bond project. 
 
Marcus Osborn, Public Affairs Specialist, representing the Phoenix Industrial Development 
Authority (IDA), testified in support of HB2209, stating that it eliminates a redundant hearing 
and administrative process where certain IDA bonds are required to be reviewed and approved 
by the Department of Housing.  He maintained that this review is time-consuming and expensive 
and does not provide a lot of value to the process.  He advised that the Phoenix IDA worked with 
the Department of Housing on the language in the bill.  Additionally, this proposal modifies the 
demographic provision.  He advised that he has not heard of any opposition to either of the 
changes.   
 
Chairman Brophy McGee asked whether there are consequences for decreasing the threshold 
from nine to seven percent of the total state population.  Mr. Osborn explained that the statute 
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sets forth certain requirements for issuing bonds for single-family mortgages.  With the last 
census, it was noted that the City of Tucson dropped below the nine percent threshold.  This bill 
lowers the nine percent threshold to seven percent in order for the City of Tucson to retain its 
IDA status. 
 
Vice-Chairman Livingston announced the names of those who signed up in support of HB2209 
but did not speak: 
Courtney Gilstrap LeVinus, Arizona Multihousing Association 
Pat Ray, Managing Partner, Phoenix Industrial Development Authority 
Charles Lotzar, Attorney, Tucson Industrial Development Authority 
 
Vice-Chairman Livingston announced the names of those who signed up in opposition to 
HB2209 but did not speak: 
Leonard Clark, representing self 
 
Vice-Chairman Livingston announced the names of those who signed up as neutral on HB2209 
but did not speak: 
Daniel Romm, Legislative Liaison, Arizona Department of Housing 
 

Question was called on the motion that HB2209 do pass.  The motion carried 
by a roll call vote of 8-0-0-0 (Attachment 4). 

 
HB2260 - certified public accountants - DO PASS 
 

Vice-Chairman Livingston moved that HB2260 do pass.  
 
Stephanie Johnson, Majority Research Analyst, explained that HB2260 reorganizes and amends 
current laws relating to certified public accountants (Attachment 5).  The bill makes changes to 
the following areas: 

 
• Qualifications for Certification 
• Qualifications for Examination 
• Mobility for Firms 
• Fees 
• Inactive, Canceled, Expired or Retired Status 
• Revocation or Relinquishment 

 
Mr. Smith asked whether this was done last year with other professions.  Ms. Johnson said she 
does not recall but she will check on that.  Mr. Smith said that is not necessary. 
 
Representative Tom Forese, sponsor, advised that this proposal was brought to him by certified 
public accountants (CPA).  The bill updates language, makes it easier for CPAs to do business in 
Arizona and reduces a number of fees involved with becoming a CPA. 
 
Vice-Chairman Livingston announced the names of those who signed up in support of HB2260 
but did not speak: 
Walter F. Dudley, Accountant, Arizona Society of Practicing Accountants 
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Ryan DeMenna, representing Arizona Society of Certified Public Accountants 
Kevin B. DeMenna, representing Arizona Society of Certified Public Accountants 
Monica Petersen, Deputy Director of Finance, Arizona State Board of Accountancy 
Monica Petersen, Arizona State Board of Accountancy 
 

Question was called on the motion that HB2260 do pass.  The motion carried 
by a roll call vote of 8-0-0-0 (Attachment 6). 

 
HB2277 - uniform commercial code; funds transfers - DO PASS 
 

Vice-Chairman Livingston moved that HB2277 do pass. 
 
Stephanie Johnson, Majority Research Analyst, related that HB2277 specifies that the provisions 
of the bill apply to a funds transfer that is a remittance transfer, unless the remittance transfer is 
an electronic fund transfer as defined in the Electronic Fund Transfer Act (EFTA)  
(Attachment 7).  In addition, the bill stipulates that in a fund transfer to which the provisions of 
the bill apply, in the event of an inconsistency between an applicable provision of the bill and an 
applicable provision of the EFTA, the provision of the EFTA governs the inconsistency. 
 
Representative Tom Forese, sponsor, stated that this bill makes it easier to conduct business.   
 
Vice-Chairman Livingston announced the names of those who signed up in support of HB2277 
but did not speak:  
Yvonne Hunter, Uniform State Laws Commission 
Gretchen Conger, Director of Government Relations, Arizona Chamber of Commerce and 

Industry 
David Howell, Vice President, Wells Fargo Bank 
 

Question was called on the motion that HB2277 do pass.  The motion carried 
by a roll call vote of 7-0-0-1 (Attachment 8). 

 
HB2210 - bank loans; calculations - DO PASS 
 

Vice-Chairman Livingston moved that HB2210 do pass. 
 
Stephanie Johnson, Majority Research Analyst, reported that HB2210 stipulates that the 
calculation of the total amount of all loans to a person must include any credit exposure to a 
person arising from a derivative transaction, repurchase agreement, reverse repurchase 
agreement, securities lending transaction or securities borrowing transaction between a bank and 
the person (Attachment 9).  The bill defines derivative transaction. 
 
Wendy Briggs, Arizona Bankers Association, in support of HB2210, testified that the bill brings 
state law into conformance with some of the changes made by Congress in the Dodd-Frank Wall 
Street Reform and Consumer Protection Act.  The Act requires state financial superintendents to 
assess all the risks the banks are involved in when assessing the financial soundness of a bank.   
 
Vice-Chairman Livingston commented that this legislation is a clarification of derivatives and 
how it affects Arizona banks.  Ms. Briggs concurred. 
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Vice-Chairman Livingston announced the names of those who signed up in support of HB2210 
but did not speak: 
Jay Kaprosy, Senior Government Relations Advisor, Arizona Bankers Association 
 
Vice-Chairman Livingston announced the names of those who signed up in opposition to 
HB2210 but did not speak: 
Leonard Clark, representing self 
 
Vice-Chairman Livingston announced the names of those who signed up as neutral on HB2210 
but did not speak: 
Lauren Kingry, Superintendent, Arizona Department of Financial Institutions 
 

Question was called on the motion that HB2210 do pass.  The motion carried 
by a roll call vote of 8-0-0-0 (Attachment 10). 

 
Without objection, the meeting adjourned at 2:33 p.m. 
 
 
 
       ______________________________ 
       Joanne Bell, Committee Secretary 
       February 7, 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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