
  

 
   COMMITTEE ON INSURANCE AND RETIREMENT 
   February 12, 2013 

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

 
COMMITTEE ON INSURANCE AND RETIREMENT 

 
Minutes of Meeting 

Tuesday, February 12, 2013 
House Hearing Room 3  --  2:00 p.m. 

 
 
Chairman Lovas called the meeting to order at 3:00 p.m. and attendance was noted by the 
secretary. 
 

Members 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 
 
HB2238 - DP (5-3-0-0) HB2537 - DPA (8-0-0-0) 
HB2275 - DISCUSSED AND HELD HB2546 - DP (8-0-0-0) 
HB2407 - DP (8-0-0-0) HB2550 - DP (7-1-0-0) 
HB2524 - HELD BY CHAIRMAN HB2560 - DPA (7-0-1-0) 
HB2534 - DO PASS (8-0-0-0)  
 
 
CONSIDERATION OF BILLS 
 
HB2524 - return to work; compensation limit - HELD BY CHAIRMAN 
 
Chairman Lovas announced that HB2524 will be held. 
 
HB2550 - health insurance; policies; rating areas - DO PASS 

 
Vice-Chairman Allen moved that HB2550 do pass. 

 
Jeanine Jones, Majority Research Analyst, advised that after January 1, 2014, a number of 
regulations will have to be put in place in accordance with the Patient Protection and Affordable 
Care Act (PPACA).  The Act requires each state to have one or more rating areas.  HB2550 
establishes seven rating areas within the state in conformity with the PPACA.  It authorizes state 
authority over health care insurers, establishes health care rating areas and provides regulations 
in compliance with the Act (Attachment 1).  
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Representative Heather Carter, sponsor, stated that HB2550 codifies statutory authority for 
Arizona.  
 
David Childers, America's Health Insurance Plans, testified in favor of HB2550.  He pointed out 
that this bill does not have anything to do with insurance exchanges in the state and has nothing 
to do with Medicaid expansion.  He enumerated the changes the bill makes to statute which the 
insurance industry fully supports: 
 

• Establishes that the Department of Insurance (DOI) has the prime responsibility for 
regulating health insurance in the state. 

• Establishes seven rating areas in the state. 
• Clarifies that some of the provisions of the rating provision of the Accountable Health 

Plan Act (AHPA) that have not been pre-empted by the AHPA will be enforced by the 
Department of Insurance. 

• Extends the time period from 30 to 120 days in which an insured may appeal an adverse 
decision by a health plan and reduces the time period from 5 business days to 72 hours 
within which an external independent review organization retained by the Department of 
Insurance makes a decision on the appeal. 

• Gives the Department of Insurance three years to promulgate rules to make the necessary 
changes and exempts the Department from the provisions of the Governor's Regulatory 
Review Council. 

• Provides for an automatic repeal if the PPACA is found unconstitutional or repealed by 
Congress. 

 
Chairman Lovas announced the names of those who signed up as neutral on HB2550 but did not 
speak: 
Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance 
 
Steve Barclay, Lobbyist, Blue Cross, Blue Shield, in support, said the intent of HB2550 is to 
keep this as simple as possible.  Legislation has been enacted in the past, when federal law was 
handed down to the state, in order to retain state control to protect Arizona consumers and 
businesses. 
 
Chairman Lovas announced the names of those who signed up in support of HB2550 but did not 
speak: 
Kelsey Lundy, United Healthcare of Arizona 
Kathryn Busby, Health Net of Arizona 
Wendy Briggs, Cigna Health Insurance 
 

Question was called on the motion that HB2550 do pass.  The motion carried 
by a roll call vote of 7-1-0-0 (Attachment 2). 

 
HB2238 -  medical expenses; recovery; paid only – DO PASS 
 

Vice-Chairman Allen moved that HB2238 do pass. 
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Jeanine Jones, Majority Research Analyst, explained that under the common law Collateral 
Source Rule, evidence of insurance payments paid by or on behalf of an injured party are 
inadmissible during trial in an injury or wrongful death case.  HB2238 will limit the claimant's 
recovery to reasonable medical expenses when payments have been made by or on behalf of the 
plaintiff (Attachment 3).  Reasonable medical expenses are expenses for which monies were 
actually paid by the claimant, the claimant's health insurance company or any other collateral 
source in full satisfaction of the services rendered.  The bill contains a delayed effective date of 
January 1, 2014.   
 
Mr. Mendez asked whether this bill was proposed last Session.  Ms. Jones replied that an 
identical bill was proposed last year, amended and passed through the House.   
 
Chairman Lovas recognized Ted Vogt, former State Legislator, who sponsored last year's bill.  
 
Ted Vogt, representing self, stated that this legislation relates to compensatory damages (how 
much money a person is out of pocket) in an injury or wrongful death case.  HB2238 limits what 
the plaintiff's attorney can present to the jury, i.e., monies that have actually been paid, regardless 
of the source.  Two states adopted this same measure and 19 other states abrogated the  
Collateral Source Rule.  Currently, Arizona has the Collateral Source Rule.  In an injury case, the 
plaintiff's insurance pays the hospital and there may be a small co-payment owed by the injured 
party.  If the injured party sues the person who caused the accident, the hospital will lodge a lien 
against any recovery the injured party may receive.  This bill does not affect pain and suffering 
or punitive damages.  It addresses how much money the plaintiff is actually out of pocket.  The 
intent of the bill is to not allow overcompensation in compensatory damage cases.   
 
Mr. Mendez queried how this will affect people without insurance.  Mr. Vogt replied that it will 
have no effect.  An injured person will be responsible for the entire amount billed by the 
hospital.  He pointed out that this may benefit people covered by Medicare or Medicaid because 
under federal law, hospitals are not allowed to "balance bill" if Medicare or Medicaid pays for 
their care.  Those plaintiffs in Arizona receive a windfall because they do not pay for insurance 
and they are awarded money that hospitals cannot put a lien on.   
 
Richard Plattner, Attorney, Arizona Trial Lawyers Association, spoke in opposition to HB2238.  
He said that the effect of this bill will be that in an accident case, an injured person's claim who  
has health insurance coverage, is worth less than a person's claim who has no health insurance 
coverage.  He opined that if this measure passes, it will cost hospitals millions of dollars and 
cause a huge injustice to injured people who find that the health insurance they paid for will 
benefit the person who caused the accident.   
 
Mr. Plattner responded to questions on how this will benefit a person without insurance, transfer 
of wealth, and costs billed by hospitals for a person with insurance as opposed to a person 
without insurance. 
 
Mr. Livingston asked if the issue is what hospital fees are disclosed: the gross or the net fees.  
Mr. Plattner said that is essentially correct. 
 
Ms. Townsend opined that disclosure should be the actual cost. 
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Ms. McCune Davis advised that under the Arizona Constitution, the person should be restored, 
i.e., made whole from whatever harm is done to the person.  She stated that from an equitable 
point of view, a repayment of premiums should be essential to being made whole.  Mr. Plattner 
agreed that should be an element of the equation.  Additionally, the state, through the  
Arizona Health Care Cost Containment System (AHCCCS), receives a significant amount of 
money back in tort cases after there has been a recovery; that amount will be reduced with 
passage of this bill. 
 
Representative David Stevens, sponsor, responded to questions raised by Ms. McCune Davis and 
Ms. Steele. 
 
Mr. Mendez said he has issues with the term reasonable expenses, which is ambiguous. 
 
Mr. Vogt explained that the California Supreme Court stated that reasonable compensation is the 
cost that a hospital and an insurance company negotiated. 
 
Curtis Ullman, Attorney, Dignity Health, Maricopa Medical, Scottsdale Healthcare, in 
opposition to HB2238, testified that he agrees with Mr. Plattner's comments.  The intent of this 
bill is to suppress recoveries on personal injury accidents and eliminate many personal injury 
actions which, in turn, will reduce the stream of money into the system and hurt hospitals.  This 
bill invites a level of government interference with a random pricing mechanism that will hurt 
hospitals. 
 
In answer to Chairman Lovas' question on hospital liens, Mr. Ullman explained that one purpose 
of hospital liens is for recovery of uncompensated emergency care. 
 
Don Isaacson, State Farm Insurance, in favor of HB2238, advised that there are two rates in 
Arizona for hospital care: the billed charges and rates charged in Medicare, Medicaid and 
negotiated with health insurers.  When someone is involved in an accident, this legislation 
requires that whatever the obligation is to the hospital, that is the liability that is paid, not the bill 
charge, and when the plaintiff and the hospital go after the difference between that amount and 
bill charges (balanced billing), that action inflates the system.  He said this bill corrects a hidden 
tax on auto insurance premium ratepayers.  
 
Barry Aarons, Arizona Association of Chiropractic, against HB2238, advised that chiropractors 
treat a disproportionate number of accident victims.  One of the problems that exists today is that 
hospital negotiations on cost of care do not occur when the health insurance companies make a 
determination for cost containment purposes based on number of visits, amounts paid, etc.  If an 
accident victim goes for chiropractic care, those cost-contained determinations may have an 
impact on the level of care.  He urged Members to seriously consider this proposal because he 
believes it will not be in the best interest of chiropractors or their patients who suffer from injury.   
 
In reply to Mr. Robson, Mr. Aarons answered that he does not see how this legislation can be 
fixed.  He said it is inappropriate because of the collateral damage it will cause to those who are 
going to be harmed.  He recommended that the bill be defeated. 
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Chairman Lovas announced the names of those who signed up in support of HB2238 but did not 
speak: 
Scot Mussi, Free Enterprise Club 
Norman Moore, Attorney, State Farm Insurance 
Kerry Hayden, Government Affairs Representative, Farmers Insurance Group of Companies 
 
Chairman Lovas announced the names of those who signed up in opposition to HB2238 but did 
not speak: 
Leonard Clark, representing self 
Heather Bernacki Wilkey, Director, Government Affairs, John C. Lincoln Health Network 
Barbara Fanning, Legislative Liaison, Arizona Hospital and Healthcare Association 
Ryan Harper, Abrazo Health Care 
Michelle Pabis, Assistant Government Relations Director, Scottsdale Healthcare 
Michael Fronske, Director of Governmental Affairs, Maricopa Integrated Health System 
Jason Bezozo, Senior Program Director, Government Relations, Banner Health 
Stuart Goodman, Lobbyist, Dignity Health of Arizona 
Steven Moortel, Tucson Medical Center 
 

Question was called on the motion that HB2238 do pass.  The motion carried 
by a roll call vote of 5-3-0-0 (Attachment 4). 

 
HB2275 - insurance premium tax; reduction - DISCUSSED AND HELD 
 

Vice-Chairman Allen moved that HB2275 do pass. 
 
Vice-Chairman Allen moved that the Lovas two-page amendment dated 
02/07/2013 be adopted (Attachment 5). 

 
Chloe Love, Majority Intern, said that HB2275 reduces the insurance premium tax for future 
calendar years, beginning in 2014 (Attachment 6). 
 
Ms. Love explained that the Lovas two-page amendment dated 02/07/2013 states that, for fire 
insurance on property located in a city or town certified by the State Fire Marshall, the premium 
tax rate is 0.66 percent and, on all other property, the tax rate is 2.2 percent (Attachment 5).  
Additionally, it sets the premium tax rate for disability insurance at 2.0 percent and health care 
pursuant to other statutes. 
 
Discussion ensued on distribution of the amendment.  Some Members advised that they did not 
receive the amendment.  A recommendation was made to hold the bill. 
 
Chairman Lovas announced that HB2275 will be held. 
 

Vice-Chairman Allen withdrew his motion that the Lovas two-page 
amendment dated 02/07/2013 be adopted (Attachment 5).   
 
Vice-Chairman Allen withdrew his motion that HB2275 do pass.   
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HB2407 - qualified immunity; nonprofit clinics - DO PASS 
 

Vice-Chairman Allen moved that HB2407 do pass. 
 
Chloe Love, Majority Intern, stated that HB2407 specifies that a health professional who 
provides optometric treatment, in addition to medical or dental treatment, within their scope of 
practice at a nonprofit clinic is not liable in a medical malpractice action unless the health 
professional was found to be grossly negligent by clear and convincing evidence (Attachment 7). 
 
Kelsey Lundy, representing Midwestern University, testified in favor of HB2407.  She advised 
that Midwestern University is a private, nonprofit graduate-level health sciences school which 
has a medical school, dental school, optometry school, pharmacy school and approximately  
15 other graduate-level degree programs.  This bill defines and clarifies in statute what a 
nonprofit clinic is.  With passage of this legislation, it is believed that healthcare providers will 
be more willing to provide care at free healthcare clinics.  She advised that an amendment was 
adopted in the Health Committee removing the clear and convincing evidence standard.  An 
amendment will be offered on the Floor to remove that language. 
 
Chairman Lovas announced the names of those who signed up in support of HB2407 but did not 
speak: 
Don Isaacson, Arizona Optometric Association, Independent Colleges and Universities of 

Arizona 
Norman Moore, Attorney, Independent Colleges and Universities of Arizona, State Farm 

Insurance 
 
Chairman Lovas announced the names of those who signed up as neutral on HB2407 but did not 
speak: 
Pat VanMaanen, representing self 
 

Question was called on the motion that HB2407 do pass.  The motion carried 
by a roll call vote of 8-0-0-0 (Attachment 8). 

 
HB2534 - insurance; form filing - DO PASS 
 

Vice-Chairman Allen moved that HB2534 do pass. 
 
Jeanine Jones, Majority Research Analyst, stated that HB2534 extends insurance policy form 
filing provisions to hospitals and medical service corporations (Attachment 9).  The bill contains 
a retroactive effective date of March 31, 2013. 
 
Chairman Lovas advised that he is the sponsor of this legislation which ensures that health 
insurers who offer the same types of products are subject to the same types of requirements for 
filing forms.  
 
Steve Barclay, Lobbyist, Blue Cross, Blue Shield of Arizona, in favor of HB2534, stated that this 
legislation levels the playing field.   
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Chairman Lovas announced the names of those who signed up in support of HB2534 but did not 
speak: 
Kathryn Busby, Health Net of Arizona 
 
Chairman Lovas announced the names of those who signed up as neutral on HB2534 but did not 
speak: 
Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance 
Leonard Clark, representing self 
 

Question was called on the motion that HB2534 do pass.  The motion carried 
by a roll call vote of 8-0-0-0 (Attachment 10). 

 
HB2537 - insurance adjusters; portable electronics - DO PASS AMENDED 
 

Vice-Chairman Allen moved that HB2537 do pass. 
 
Chloe Love, Majority Intern, advised that HB2537 clarifies who may adjust a portable 
electronics insurance policy and allows for the cancellation of a portable electronics insurance 
policy by an enrolled customer (Attachment 11).  The bill requires that a pro rata refund be paid 
within 60 days of cancellation and removes the requirement that written materials issued to a 
customer include that refunds, upon cancellation, must be issued within 60 days. 
 
Chairman Lovas, sponsor, related that the bill removes the restriction that portable electronics 
insurance policies cannot be sold at the point of sale and removes language stating that a refund 
must be issued within 60 days from the printed materials. 
 
Jason Barraza, Associate Director, Asurion, testified in support of HB2537.  He advised that 
Asurion is one of the nation's largest portable electronics insurers.  He asked for support of the 
proposal as well as amending language that was worked out with the Department of Insurance 
(DOI).  This bill recognizes portable electronics adjusters not currently covered by Arizona 
reciprocity laws and allows them to receive claims from Arizona residents.  Additionally, the bill 
requires that unearned premiums be returned within 60 days for any cancelled policy and 
clarifies language that portable electronics insurance can be purchased at any time and not only 
at the time of the product sale. 
 
Chairman Lovas announced the names of those who signed up in support of HB2537 but did not 
speak: 
Wendy Briggs, Asurion 
 
Chairman Lovas announced the names of those who signed up as neutral on HB2537 but did not 
speak: 
Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance 
 

Vice-Chairman Allen moved that the Lovas two-page amendment dated 
2/18/13 be adopted (Attachment 12).   
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Ms. Love explained that the Lovas two-page amendment dated 2/18/13 requires that written 
materials issued to a customer include refunds, upon cancellation of a policy, be issued within  
60 days (Attachment 12). 
 
Chairman Lovas clarified that the explanation given by Ms. Love is for the McCune Davis  
two-line amendment dated 2/8/13 (Attachment 13).  The Lovas two-page amendment contains 
language relating to exemption from examination. 
 

Question was called on the motion that the Lovas two-page amendment 
dated 2/18/13 be adopted (Attachment 12).  The motion carried. 
 

Ms. McCune Davis advised that she will not offer the McCune Davis two-line amendment dated 
2/8/13 (Attachment 13). 
 

Vice-Chairman Allen moved that HB2537 as amended do pass.  The motion 
carried by a roll call vote of 8-0-0-0 (Attachment 14). 

 
HB2560 - travel insurance producer licensing - DO PASS AMENDED 
 

Vice-Chairman Allen moved that HB2560 do pass. 
 
Vice-Chairman Allen moved that the Allen three-line amendment dated 
2/8/13 be adopted (Attachment 15). 

 
Jeanine Jones, Majority Research Analyst, explained that HB2560 establishes licensing 
guidelines for Limited Lines Travel Insurance (LLTI) producer licenses (Attachment 16).  The 
bill allows a travel retailer to offer and disseminate LLTI if a number of requirements are met, 
exempts LLTI producers from insurance license examination and continuing education 
requirements and allows travel retailers to receive compensation for offering and disseminating 
LLTI. 
 
Ms. Jones explained that the Allen three-line amendment dated 2/8/13 makes a technical 
correction (Attachment 15). 
 
Vice-Chairman Allen, sponsor, said this measure codifies guidelines for travel insurance.   
 
J. Michael Low, Attorney, American International Group, Inc. (AIG), in support of HB2560, 
advised that AIG is one of the largest writers of travel insurance in the country.  This measure 
sets up a limited lines license for travel agents.  Travel agents do not have to be licensed; they 
operate under the supervision of a limited lines travel insurance producer.  This is consistent with 
the standards set by the National Association of Insurance Commissioners (NAIC).  The 
National Conference of Insurance Legislators (NCOIL) placed the NAIC standards into 
legislative format.  He said there are approximately 350 small travel agents doing business in the 
state.  Limitations under current law are restrictive as to what can be done.  He maintained that 
independent small travel agents should be able to offer this coverage.  He reminded Members 
that these travel agents will be under the supervision of a licensed agent.   
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Mr. Livingston asked whether this covers travel insurance for a person who purchases a cruise 
package and becomes sick, and if the person will receive a refund.  Mr. Low said that is correct. 
 
Ms. McCune Davis opined that this will be a money-maker for the companies.  Mr. Low said he 
is not sure that is the case.  Travel agents believe strongly that this is coverage that travelers want 
when they are buying cruise packages and agents want to streamline the regulations.  He stated 
that there obviously is a market for this coverage.  
 
Mr. Robson asked where the responsible party is housed.  Mr. Low replied that the two 
responsible parties are the insurance company and the limited line travel producer.  He pointed 
out the language in the bill on page 4 that addresses action that can be taken if there is a problem. 
 
In reply to Mr. Robson's concern about "bad actors" who may misrepresent the product,  
Mr. Low advised there are penalties in law.  He will look that up and provide a memo. 
 
Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance, 
neutral on HB2560, responded to Mr. Robson's question about recourse to the travel agent who 
misrepresents the product.  He advised that the Department can revoke the producer's license so 
employees cannot sell the product; however, he will have to research whether anything is in 
statute for the "bad actor" who is not licensed.  He will have to get back to Members on that. 
 

Question was called on the motion that the Allen three-line amendment dated 
2/8/13 be adopted (Attachment 15).  The motion carried. 
 
Vice-Chairman Allen moved that HB2560 as amended do pass.  The motion 
carried by a roll call vote of 7-0-1-0 (Attachment 17). 

 
HB2546 - insurance; guaranty fund - DO PASS 
 
Jeanine Jones, Majority Research Analyst, explained that HB2546 amends the statutory 
provisions governing the Life and Disability Insurance Guaranty Fund by adopting the 
provisions of the National Association of Insurance Commissioners (NAIC) model act 
(Attachment 18). 
 
Mr. Livingston, sponsor, explained that the intent of this bill is to conform Arizona standards to 
national guidelines and best practices in the country.  He stated that this is a consumer-friendly 
bill. 
 
J. Michael Low, Attorney, American Council of Life Insurers, Prudential Financial, stated 
support of HB2546.  He related that this bill is the result of substantial discussions between the 
National Organization of Health and Life Guaranty Associations (NOHLGA), the American 
Council of Life Insurers (ACLI) and the local life and guaranty funds in Arizona.  The intent of 
HB2546 is to modernize Arizona's legislation.  This measure is consumer-friendly, good for the 
policy holder and good for the insurance industry.  He asked Members for support of this 
legislation. 
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Chairman Lovas announced the names of those who signed up as neutral on HB2546 but did not 
speak: 
Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance 
 

Question was called on the motion that HB2546 do pass.  The motion carried 
by a roll call vote of 8-0-0-0 (Attachment 19). 

 
Without objection, the meeting adjourned at 4:38 p.m. 
 
 
 
       ______________________________ 
       Joanne Bell, Committee Secretary 
       February 19, 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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