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SENATE BI LL NO. 66

"An Act relating to the authorizations for state financial
institutions; relating to confidential financial records of
depositors and custoners of certain financial institutions;
relating to the Al aska Banking Code, Mitual Savings Bank Act,
Al aska Smal | Loans Act, and Al aska Credit Union Act; and providing
for an effective date.”

HEARD AND HELD
PREVI QUS COW TTEE ACTI ON

SB 66 - See Labor and Conmerce m nutes dated 2/20/01 and
3/ 15/ 01.

W TNESS REG STER

M. Joe Schierhorn, Sr. Vice President

Nor t hri m Bank

Al aska Bankers Associ ati on

3111 C Street

Anchorage AK 99503

POSI TI ON STATEMENT:  Supported general provisions of SB 66.

Ms. Julie Bailey, Assistant Vice President
Nor t hri m Bank

3111 C Street

Anchorage AK 99503

SENATE L& C COWM TTEE -1- March 29, 2001



POSI TI ON STATEMENT: Supported SB 66.

M. David Lawer, Sr. Vice President and CGeneral Counsel
First National Bank of Anchorage

101 W 36th

Anchorage AK 99503

POSI TI ON STATEMENT:  Supported SB 66.

M. Jerry Weaver, Sr. Vice President
Nati onal Bank of Al aska

Secretary, Al aska Bankers Associ ation
305 Northern Lights Bl vd.

Anchorage AK 99510

POSI TI ON STATEMENT: Supported SB 66.

Ms. Renee Devereaux, Sr. Vice President

Resi denti al Mortgage

Presi dent, Al aska Mortgage Bankers Association
1400 W Benson Bl vd, #200

Anchorage AK 99503

PCOSI TI ON STATEMENT: Supported SB 66.

Ms. Lisa Bell, Sr. Vice President & COO
Al aska Paci fic Bank

Al aska Bankers Associ ati on

POSI TI ON STATEMENT: Supported CSSB 66.

M. Terry Elder, Drector

D vi sion of Banking, Securities and Corporations
Department of Comrunity and Econonmi ¢ Devel opnent
P. O Box 110807

Juneau AK 99811

PCSI TI ON STATEMENT: Commented on SB 66

ACTI ON NARRATI VE

TAPE 01-14, SIDE A
Nunber 001
#SB66
SB 66- FI NANCI AL | NSTI TUTI ONS

CHAI RVAN RANDY PHILLIPS called the Senate Labor & Commerce
Conmittee neeting to order at 1:35 pm and announced SB 66 to be up
for consideration.

VR. JOE SCH ERHORN, Senior Vice President, Northri m Bank,

representing the Al aska Bankers Associ ation, supported the primry
provi sions of SB 66. He said:
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The i dea behi nd the Bankers anended | anguage is a desire
to have state | aws nearer the privacy requirenents that
have been passed at the national |evel by congress in the
Gramm Leach-Bliley (GBA) bill. The issue revolving
around this is the banks' desire to share information
about products and services that they feel would be
beneficial to their custoners. The regulatory schene
proposed by the State Division of Banking is contrary to
that in GLBA. Alaska banks will be treated differently
than other financial institutions |ocated outside the
state that may choose to do business in the state. Banks
will also be treated differently than insurance
conpani es.

MR, SCHI ERHORN said that the proposed regul atory schene woul d
treat snmaller banks wthout affiliates differently than
Al askan banks with affiliates. This is because the Fair Cedit
Reporting Act preenpts state law as it pertains to information
sharing anong affiliates. They feel it is unequal treatnent
and not a level playing field. They, therefore, firmy support
| anguage in the conmttee substitute.

CHAI RVAN PHI LLI PS asked himif he was referring to the F version,
3/29/01. M. Schierhorn indicated that was correct, in particularly
since it adopts the privacy provisions in G.BA

MS. JULIE BAILEY, Vice President, said that G.BA al ready requires
banks to protect their custoners while providing themwth choices
that they want and expect. Al banks are required to send out
privacy notices to their existing custonmers annually. The notices
have to include the categories of information a bank collects and
di scl oses, categories of affiliates and non-affiliates, and
categories of non-public personal information if the bank does
that. It has to include information sharing practices including
categories of service providers or joint marketing exceptions and
it has provide the consuner with the right to opt-out. The notices
nmust include any disclosures the bank makes under the Fair Credit
Reporting Act and confidentiality and security of custoner
information at the particular institution and how they ensure that.
At any point, if any information sharing practices shoul d change,
they are required to send out a new notice and give the custoners a
choi ce of what they want to do.

SENATOR LEMAN asked if the GLBA provisions require that notices
contain identification of who the affiliates are?

MS. BAI LEY answered yes.

MR DAVID LAWER, Sr. Vice President, First National Bank, supported
the SB 66, but Section 4 includes Subsection (b), which the
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Bankers' Association doesn't object to, but thinks it is
superfluous.

MR JERRY WEAVER, Sr. Vice President and Manager Commerci al Banki ng
Goup, National Bank of Alaska and Secretary, Alaska Bankers
Associ ation, said they support the draft version of SB 66.

VS. RENEE DEVEREAUX, Presi dent, Al aska Mdrtgage Bankers
Association, and Sr. Vice President Residential Mrtgage, said
their main concern was that the opt-in feature was out of the bill,
because that would affect their ability to sell services.

MS. LISA BELL, Sr. Vice President, Al aska Pacific Bank, supported
the commttee substitute to SB 66. However, she thought | anguage on
page 3, line 2, "when disclosure is required or permtted under
(a)(2) or (3)", (the exceptions to when it is allowable to rel ease
i nformation) was superfluous, since (a)(3) is a direct reference
back to G.BA. If institutions are working towards an opt-out
situation, they wouldn't want to be notifying the customer within
three days that they have just sent thema mailing. It doesn't nake
sense, " she said.

Number 1100

MR. TERRY ELDER, Director, Division of Banking, Securities and
Corporations, said he had just received the draft commttee
substitute and there wasn't sufficient tine to look it over,
al t hough a nunber of areas | ook fine. He said the only significant
di fference they had with the Bankers Association is on the privacy
provision. The other differences were primarily wordi ng and not
substanti ve. Page 2, line 26, includes a reference to G.BA and
provides an opt-out for sharing of non-public, personally
identifiable information with non-affiliated third parties.

VW continue to take the position that that should be opt-
in. GLBA does allow under Section 524, states to have a
nore stringent privacy policy and given the fact that
we' ve had for over 30 years, that kind of protection with
Al aska depositors and given the fact that we have the
provision in the state constitution that we have, those
two reasons are reasons enough, in this case, not to be
national in scope, but to be Al askan in scope and protect
nore than the G.BA provides for. Odinarily, in many
cases, whether we're talking here about banking
regul ations or securities regulations, the division takes
the position quite often that we want to be as uniformas
we can and we want to be as |like the federal |aw as we
can. So this is a different position for the division
than it usually takes. The fact that current banki ng code
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has that provision and the state constitution has that
provision, we think it's called for in this case.

The other thing I'll point out in the docunents that
we've provided the conmttee that |1've referenced this
afternoon, whether it's opt-in or opt-out, they are just
mechani snms. Regardl ess of how, every institution is going
to have to have two lists of customers, an okay to share
list and a not okay list. So opt-in and opt-out are just
t he mechani sns by which their custoners are going to get
t hensel ves on one of those lists. It's not |ike, whether
you pick opt-out or opt-in, the institutions can share or
not share the information. There 1is actually no
restriction on the sharing of that information. The only
thing we're really tal king about here is the mechani sm
We understand and probably agree with the Bankers
Association that opt-in is nore expensive than opt-out,
because people who don't respond, if you want to require
themto nake a choice, you' re going to have to go back to
t hose people nore often in an opt-in situation than in an
opt-out situation. In an opt-out situation, you never
have to contact them again, until the next year when
you're required to. In an opt-in, of course, if you want
themto be in, you are going to have to do that. However,
under both scenarios, the institution is going to have to
maintain two separate lists and nake sure they don't
share information for people who have opted out.

MR. ELDER concluded saying that the |legislature would
ultimately have to mneke the policy decision. He also
recommended deleting "having jurisdiction of the financial
institution;" on page 2, line 25. He explained that |anguage
could be interpreted to require his agency to issue orders
even when it's not the division doing the investigation.

MR. LAVER responded that | anguage was suggested because all banks
very often receive process issued by courts that do not have
jurisdiction over the bank from whomrecords are bei ng sought.

Nunber 1600
MS. BELL agreed with M. Lawer's comments.

MR. ELDER responded that as M. Lawer stated, the banks routinely
resi st doing those kinds of things, so he didn't think it would be
a problemto delete it. He said that (a)(3) on page 3, line 2,
needs to be del eted and recommended | eaving section (d) on page 3,
line 8 in. Comments from Anchorage suggested that was superfl uous
because of (a)(3), which references G.BA, but (d) provides an
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exception to the disclosure and approval requirenent for financial
institutions' disclosure to any person. They are not saying
"affiliated" or "non-affiliated” person; they are saying both. It
obviates the problem that under opt-in, you mght have smaller
institutions that couldn’'t conpete. Section (d) allows them to
di sclose information that's necessary for providing services to
custoners. This includes things like printing statements and checks
and to the extent of marketing services. He thought this would be
an advantage to an institution without a lot of affiliates.

MR LAVER responded that these matters are covered by GLBA and this
| anguage i s an unnecessary conplication. There are two concepts in
(d)(1); disclosure nust be necessary. He questioned, "How is
anybody to reckon necessity with respect to disclosure?" and asked,
"What are the essential services of a financial institution? Every
bank in the state offers a different array of financial services
and no two of themare alike."

MR. ELDER responded that he wouldn't object to the elimnation of
the word "essential", if they kept "services". G.BA only talks
about sharing with non-affiliated third parties. It's the Fair
Credit Reporting Act that deals with the affiliates. Language in SB
66 doesn't make the distinction and he thought it was inportant to
do that.

CHAI RVAN PHI LLI PS asked M. Lawer if he objected to deleting
"essential".

MR. LAWER reiterated that he thought it brought on unnecessary
conplications. The Bankers will not oppose it, if it includes this
provi si on.

MS. BAI LEY commented that this would be covered under GBA and she
didn't know why it was |isted again.

MR ELDER said he noticed on page 2 that (a) has (1)(2) and (3) and
he wasn't sure of the purpose, since banks would continue to verify
sufficient funds. "Perhaps they'll say it is covered under (a)(3),
but ny recollection on GLBA is that it does not cover commerci al
accounts, for exanple, and agricultural accounts. So G.BA does not
cover all account and |I'm not sure there's any value to dropping
the current provisions of (a)(4) and (5).

CHAl RMAN PHI LLIPS said he intended to work on the bill further and

nove it out of conmttee on Tuesday and adjourned the neeting at
2:13 pm
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