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ARIZONA STATE SENATE

Fifty-First Legidlature, First Regular Session

AMENDED
FACT SHEET FOR H.B. 2396

attorney general; compromises; settlements; deposit

Purpose

Establishes the Consumer Restitution and Remediation Revolving Fund (CRRR Fund)
and bifurcates moniesin that fund into appropriated and non-appropriated subaccounts.

Background

Current statute requires that any investigative or court costs, attorney fees or civil
penalties recovered for the state by the Attorney General as aresult of enforcement of either state
or federal statutes pertaining to consumer protection or consumer fraud, whether by final
judgment, settlement or otherwise, shall be deposited in the Consumer Protection — Consumer
Fraud Revolving Fund (CP-CF Fund). The monies in that fund shall be used by the Attorney
General for operating expenses, including any cost or expense associated with consumer fraud
education and investigative and enforcement operations of the consumer protection division. The
Attorney General is required to quarterly file with the Governor, with copies to the director of
the Department of Administration, the President of the Senate and the Speaker of the House of
Representatives, a full and complete account of the receipts and disbursements from the fund in
the previous calendar quarter.

Additionally, court ordered deposits held in trust for parties to lawsuits are currently
deposited in the Court-Ordered Trust Fund. This fund includes funds from a 2012 nationwide
settlement between numerous states and mortgage loan servicers. Arizona residents will receive
a total of $1.6 billion from the settlement, of which $97 million is available to the Attorney
General.

There is no anticipated fiscal impact to the state General Fund (GF) associated with this
legislation.

Provisions

1. Requires that monies received for and belonging to the state and resulting from compromises
or settlements by or against the state, excluding restitution and reimbursement to state
agencies for costs or attorney fees, shall be credited to the state GF, unless specifically
credited to another fund by law.

2. Specifies that these monies are not considered custodial, private or quasi-private monies
unless specifically provided by law.
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10.

11.

Prohibits establishment of a fund consisting of monies other than monies received for
restitution, costs or attorney fees on the basis of a court order without prior legidative
authorization.

Establishes the CRRR Fund to be administered by the Attorney General. On notice from the
Attorney General, the State Treasurer shall invest and divest monies in the CRRR Fund, and
monies earned from investment shall be credited to the appropriate subaccount of the CRRR
Fund.

Consumer Restitution Subaccount

Establishes the Consumer Restitution Subaccount in the CRRR Fund consisting of monies
collected or received by the Attorney Genera as the result of an order of a court of
competent jurisdiction, or as the result of a settlement or compromise, for the purpose of
compensating specific, identifiable persons, including this state, for economic loss resulting
from violations or alleged violations of consumer protection laws.

Continuously appropriates monies in the Consumer Restitution Subaccount.

Requires the Attorney General to distribute monies in the Consumer Restitution Subaccount
to specific, identifiable persons as directed by a court order.

Allows the Attorney General to distribute any unexpended funds in the Consumer Restitution
Subaccount to the CP-CF Fund.

Consumer Remediation Subaccount

Establishes the Consumer Remediation Subaccount in the Fund consisting of monies
collected and received by the Attorney General from a party as the result of an order of a
court of competent jurisdiction, or as the result of a settlement or compromise, to rectify
violations or alleged violations of consumer protection laws, other than monies collected:

a) for the benefit of specific identifiable persons and monies for investigative or court costs,

b) for attorney fees,

c) for civil penalties;

d) asaresult of the enforcement of consumer protection laws deposited in the CP-CF Fund.

Continuously appropriates monies in the Consumer Remediation Subaccount up to $3.5
million annually. Any amounts in excess of $3.5 million are subject to legidative
appropriation.

Allows the Attorney General to expend monies in the Consumer Remediation Subaccount

for:

a) programs, including consumer fraud education programs, that are intended to rectify
violations or alleged violations of consumer protection laws, and

b) operating expenses incurred by the Department of Law in administering or implementing
programs intended to rectify violations or alleged violations of consumer protection laws.
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12. Requires the Attorney General to submit an expenditure plan to the Joint Legidative Budget
Committee (JLBC) for review before expending any monies in the Consumer Remediation
Subaccount.

Both Subaccounts

13. Requires the Attorney General to administer the subaccounts.

14. Exempts monies in the subaccounts from lapsing.

Reporting Requirements

15. Requires, on or before January 15, April 15, July 15 and October 15, the Attorney General to
file with the Governor, with copies to the Department of Administration, Legislature and the
Secretary of State:

a) afull and complete account of the deposits into the state treasury resulting from
compromises and settlements in the previous calendar quarter, and

b) afull and complete account of the receipts and disbursements from the CRRR Fund by
subaccount in the previous calendar quarter.

16. Adds the Secretary of State and the Staff Director of the JLBC to the entities that the
Attorney General is required to send a full and complete account of receipts and
disbursements from the CP-CF Fund.

Miscellaneous

17. Amends the scope of unlawful consumer fraud practices statute to include an unfair act or
practice.

18. Clarifies that the Attorney General may seek, and the court may order, that ill-gotten profits,
gain, gross receipts or other benefits be paid to the state in consumer fraud actions.

19. Allows the Attorney Genera to seek and obtain an injunction or an order appointing a
receiver of assetsin acourt of competent jurisdiction, rather than the Superior Court.

20. Defines restitution.

21. Allows a court to order the appointment of a receiver, if it is shown that a person is about to
conceal that person’s identity or whereabouts. Current statute allows the appointment only if
it is shown that the person is about to conceal assets or leave the state.

22. Contains technical and conforming changes.

23. Becomes effective on the general effective date.
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Amendments Adopted by Committee

1. Allows up to $3.5 million in the Consumer Remediation Account to be continuously
appropriated.

2. Addslanguage regarding receivership.

Amendments Adopted by Committee of the Whole

1. Clarifiesthat a court-ordered fund for restitution, court costs or attorney fees may be created
without prior legislative authorization.

2. Narrows the definition of restitution to monies intended to compensate specific, identifiable
persons (including the state) for economic loss, with respect to the fiscal accounting for
settlement monies.

3. Amends the scope of unlawful consumer fraud practices statute to include an unfair act or
practice. Thistracks the standard applicablein federal law and in most other states.

4. Clarifiesthat the Attorney General may seek, and the court may order, that ill-gotten profits,
gain, gross receipts or other benefits be paid to the state in consumer fraud actions.

House Action Senate Action

APP 2/27/13 DPA 5-3-0-3 APPROP 3/19/13 DPA 6-2-1
3 Read 3/7/13 36-23-1-0 3 Read 4/15/13 23-5-2-0
Prepared by Senate Research

April 15, 2013
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