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ARIZONA STATE SENATE

Fifty-Second Legislature, Second Regular Session

FACT SHEET FOR H.B. 2238

insurance; identity theft group policies

Purpose

Allows insurance companies to issue or deliver an Identity Theft Group Insurance Policy
in this state.

Background

According to the United States Department of Justice, 17.6 million people nationwide
were victims of identity theft 2014. According to NASDAQ, data breaches totaled 1,540
worldwide in 2014 and led to the compromise of more than one billion data records.

Most major insurance companies currently offer policies on identity theft losses. Such
policies are meant to cover individuals in the event of credit card fraud, stolen social security
numbers and other similar events. These policies usually do not extend to companies or groups.

New York is currently the only state to have enacted legislation pertaining to Identity
Theft Group Insurance Policies.

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

Provisions

1. Allows insurers to issue an Identity Theft Group Insurance Policy to cover losses incurred
due to a stolen identity event.

2. Permits insurers to issue policies to any of the following:

a) an employer or employer’s trustee;

b) a labor union or labor union’s trustee;

c) a trustee of a trust established or participated in by two or more employers or labor
unions;

d) asponsor;

e) an association or association’s trustee in which eligible members have the same
profession and have been in active existence for at least two years;

f) a business that sells products or services designed to prevent or minimize the effects of
stolen identity events;
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10.

11.

12.

13.

g) any business or association that has individual personal identification information in its
possession; and

h) any entity where members are engaged in a common enterprise or social affinity and
policy issuance is in the best interest of the public.

Requires that groups listed above consist only of natural persons.

Allows an immediate family member, household member or authorized user in the case of a
sponsor to be covered by the policy.

Requires insurers to treat all eligible groups of the same class in a like manner, except in
cases involving businesses that specialize in preventing stolen identity events.

States that policy premiums can be paid by the policyholder, the group members or both, and
that the policyholder is solely responsible for premiums on group policies for businesses in
possession of personal identification information.

Requires that policies be issued for one year unless otherwise provided.

Allows an insurer to cancel a policy for one or more of the following reasons:

a) nonpayment of premiums if proper notice of cancellation is given;

b) conviction of a criminal offense relating to hazards for which the insured is covered;

¢) fraud or misrepresentation in obtaining a policy or presenting a claim;

d) violation of any policy condition that substantially increases the hazard insured against;

e) changes in the nature of potential threats that substantially increase risk of loss beyond
what was originally contemplated; and

f) the Director of the Department of Insurance (Director) determines the current premium
volume of the insurer would threaten the insurer’s solvency or the interests of the
policyholders.

States that coverage for an individual group member is terminated upon termination of
employment with the group policyholder.

Specifies that an act or an omission by a group member does not constitute a basis for
cancellation of the entire group policy.

Requires insurers to set forth specific reasons for cancellation, and that cancellation does not
become effective until 45 days after delivery of a written cancellation notice, or 20 days in
the event of nonpayment.

Allows group policyholders to cancel policies for any reason upon 30 day’s written notice to
the insurer. Group members must be notified of policy cancellation unless a similar policy
has been acquired by the policyholder.

Requires that identity theft loss occurring before the effective date of cancellation or
nonrenewal is covered as provided.
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14.

15.

16.

17.

18.

19.

20.

21.

22,

Requires the Director to adopt rules necessary to implement the provisions of the bill.

Exempts the Department of Insurance from rulemaking for one year after the effective date
of the bill.

Definitions

Defines account group member as a person with a debit card, credit card or checking account
with the sponsor.

Defines authorized user as a group member or another person designated by the group
member as an authorized user of the group member’s payment premium.

Defines conditional renewal as a renewal with changes in limits, coverage, deductibles or
premiums.

Specifies that employer includes subsidiaries or affiliates of the employer.

Defines sponsor as:

a) a commercial creditor that issues a credit card or debit card to its account group
members;

b) a commercial creditor that maintains a checking account accessible by account group
members; and

c) the trustee or trustees of a trust established or participated in by one or more commercial
creditors.

Defines stolen identity event as theft, accidental release, publication or misappropriation of
information related to personal identification or social security number.

Becomes effective on the general effective date.
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