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OVERVIEW

HB 2396 mandates, with certain exemptions, that monies garnered as a result of compromises or
settlements (arrangements) by the state be deposited into the state Genera Fund (GF) and
prohibits the creation of a new fund without legislative approval. Additionaly, it establishes a
new fund with two subaccounts and makes changes to the Consumer Protection-Consumer Fraud
Revolving Fund.

HISTORY

Arizona Revised Statutes (A.R.S.) 8 35-142 states that all monies received for and belonging to
the state shall be deposited into the State Treasury and credited to the GF except for the
following: money received by federal land grants, finances pledged to reducing indebtedness,
private monies authorized by law to be paid to or held by the state treasurer, funds pledged to
reduce indebtedness, money of a multi-county water conservation district, money collected by
the Arizona Game and Fish Department, federal monies given to the Arizona Department of
Economic Security for family assistance benefits and medical eligibility, money designated by
law as speciad state funds and finances maintained by the director of the Arizona State
Retirement System (ASRS), which shall be distributed in separate funds. Statute also alows
certain agencies or specific funds to accept private grants, gifts and contributions to assist in
carrying out the purpose of the agency or fund.

Current statute (A.R.S. 8§ 41-192) allows the Attorney General to compromise or settle any action
or claim by or against this state, any department, board or agency of this state. 1n 2012 the state
received roughly $98 M from the consent judgments in the Nationa Mortgage Settlement
(NMS). Laws 2012, Chapter 294, directed the AG by June 30, 2013, to deposit $50 M received
pursuant to the NMS into the GF to compensate the state for costs resulting from alleged
unlawful conduct of the defendants. This resulted in a lawsuit (Morones v. Horne, 2012) by
advocacy groups against the proposed transfer. In October 2012, the Maricopa Country Superior
Court ruled in the state’' s favor, therefore, allowing the transfer. Subsequently, the plaintiffs filed
a Petition for Specia Action with the Arizona Court of Appeals, to date, no decision has been
made on the filing.

PROVISIONS

« Mandates monies received by and belonging to the state and resulting from compromises or
settlements by or against the state be credited to the GF except when the funds are
specifically credited to another fund by law.

« Prohibits a court order from creating a new fund without |egidlative approval.
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. Stipulates monies from such arrangements are not custodial, private or quasi-private except
when stated by law.

« Excludes restitution and reimbursement to state agencies for costs or attorney’s fees from the
monies that would be credited to the GF.

. Stipulates afull and complete account of the deposits into the state treasury be transmitted to
the Governor, director of the Department of Administration (DOA), the President of the
Senate, the Speaker of the House or Representatives, the Secretary of State (SOS), and the
staff director of the Joint Legislative Budget Committee (JLBC) on or before January 15,
April 15, July 15 and October 15.

. Establishes the Consumer Restitution and Remediation Revolving Fund with two
subaccounts to be administered by the AG.

« Createsthe Consumer Restitution Subaccount.

> Consists of monies collected by the AG as the result of court order, a settlement or a
compromise for the benefit of specific, identifiable persons for violations or alleged
violations of consumer protection laws.

» States monies in the subaccount are continuously appropriated.

> Grants the AG the ability to distribute monies for programs including consumer fraud
education.

> Reguiresthe AG to submit an expenditure plan to the JLBC for review before distributing
monies in the subaccount.

> Allows the Attorney General to distribute unspent funds from the Consumer Restitution
Subaccount to the Consumer Protection-Consumer Fraud Revolving Fund.

« Creates the Consumer Remediation Subaccount.

> Consists of monies collected by the AG as the result of court order, a settlement or a
compromise for violations or alleged violations of consumer that are not deposited into
the Consumer Protection-Consumer Fraud Revolving Fund.

> Authorizes the AG to distribute monies for programs including consumer fraud
education.

> Reqguiresthe AG to submit an expenditure plan to the JLBC for review before distributing
monies in the subaccount.

> Authorizes the AG to expend monies from the Consumer Remediation Subaccount for
operating expenses of implementing programs intended to rectify violations or alleged
violations of consumer protection laws.

» Changes the Consumer Remediation Subaccount from Legisatively Appropriated to
continuously appropriated.

. Stipulates a detailed quarterly account of the receipts and disbursements from the fund and
subaccount fund to the Governor, director of the DOA, the President of the Senate, the
Speaker of the House or Representatives, SOS, and the staff director of the JLBC on or
before January 15, April 15, July 15 and October 15.

« Allows AG to obtain an injunction from any court of competent jurisdiction.

« Makes changes the Consumer Protection-Consumer Fraud Revolving Fund
» Stipulates consumer fraud education programs may receive funds from the Consumer
Protection-Consumer Fraud Revolving Fund.

Fifty-first Legislature
First Regular Session 2 February 28, 2013



HB 2396

» Credits monies recovered as a result of enforcement of consumer protection laws to the
Consumer Remediation Subaccount.

« Makes other technical and conforming changes.
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