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W TNESS REG STER

REPRESENTATI VE LES GARA

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented HB 226.

GEORGE BERRY

Teansters Local 959

Fai r banks, Al aska

PCOSI TI ON STATEMENT: During discussion of HB 226, stressed the
need to keep an individual's right to privacy at the forefront
when [enpl oyers] perform background checks.

JOHN GEORGE, Lobbyi st

American Council of Life Insurers;

Property Casualty Insurance Associ ation of Anerica

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in support of the concept of HB
226, but expressed sonme concerns.

BARBARA HUFF TUCKNESS, Director
Governnmental and Legislative Affairs
Teanster Local 959

Anchor age, Al aska
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PCOSI TI ON STATEMENT: Testified in support of HB 226.

CLYDE SN FFEN, Assistant Attorney Ceneral

Cvil Division (Anchorage)

Depart nment of Law

Anchor age, Al aska

PCSI TI ON  STATEMENT: Stated that the departnment has no | egal
concerns with HB 226.

STEVE CLEARY, Executive Director

Al aska Public Interest Research G oup (AKPIRG

Anchor age, Al aska

PCOSI TI ON STATEMENT: During discussion of HB 226, applauded the
quick efforts of the conmmttee.

DAN SIM EM Presi dent

Laborers Local 942

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 226.

REPRESENTATI VE JAY RAMRAS

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Spoke as the sponsor of HB 213.

M KE O HARE, Staff

to Representative Kott

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON  STATEMENT: During discussion of HB 213, related his
experience with the techniques in al cohol managenent course.

JON BI TTNER, St aff

to Representative Anderson

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Presented HB 227 on behalf of the House
Labor and Commerce Standing Comm ttee, sponsor.

MARK DAVI S, Director

Di vision of Banking & Securities

Department of Commerce, Community, & Economic Devel opnent
Juneau, Al aska

PCSI TI ON STATEMENT: Expressed concerns with HB 227.

MARK HAMBLEN
Wl |I's Fargo Financi al
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(No address provi ded)
PCSI TI ON STATEMENT: Testified in support of HB 227.

Rl CHARD BLOCK

Mel I en I nvestnent Conpany, LLC

Anchor age, Al aska

PCSI TI ON STATEMENT: Expressed concerns with HB 227, and stated
that it would put his conpany out of business.

SHANE OSOWBK

Equity Investors, Inc.

Anchor age, Al aska

PCSI TI ON STATEMENT: Expressed concerns with HB 227.

JI'M JOHNSON

Af f or dabl e Loan Conpany

Anchor age, Al aska

POSI TI ON STATEMENT: Testified on HB 227.

KENNETH GAI N, Presi dent

Cash Now Fi nanci al

Anchor age, Al aska

PCSI TI ON  STATEMENT: Expressed concerns wth HB 227, and
suggested that at a mninmum Section 1 be del et ed.

PEGGY ANNE MCCONNOCHI E

Al aska Associ ation of Realtors

Juneau, Al aska

PCSI TI ON  STATEMENT: Expressed concerns wth HB 227, and
suggested that at a mninmum Section 1 be del et ed.

ACTI ON NARRATI VE

CHAIR TOM ANDERSON cal | ed the House Labor and Commerce Standing
Conmittee neeting to order at 3:34:26 PM Representati ves
Anderson was present at the call to order. Represent ati ves
Rokeberg, Lynn, LeDoux, Kott, and Guttenberg arrived as the
meeting was in progress.

HB 226- PERSONAL | NFORVATI ON BREACH

CHAI R ANDERSON announced that the first order of business would
be HOUSE BILL NO 226, "An Act relating to breaches of security
involving personal information; and relating to credit report
security freezes."
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3:34: 59 PM

CHAI R ANDERSON then announced that HB 226 would be held over
until Friday, at which tinme he indicated the |egislation would
be reported from commttee. He nmentioned that one party has
requested that the legislation be held in order to have tine for
a bit nore research. He also nentioned his intention to co-
sponsor HB 226.

3:35:10 PM

REPRESENTATI VE LES GARA, Alaska State Legislature, sponsor

noted that there is a proposed comittee substitute. He
explained that HB 226 responds to the ChoicePoint, Inc.,
security fraud cases. He informed the commttee that a nunber
of financial conpanies that nmake noney by selling people's
personal and financial information don't wuse the required
security safeguards. Therefore, people's personal and financia

information are being stolen. In the ChoicePoint case the
informati on of 145,000 people was stolen and the conpany didn't
imediately tell the victins. This legislation follows a
California law that specifies that if a conpany that nakes noney
on people's information discovers that information has been
stolen or msused, it nust inform the individuals right away.
In the ChoicePoint case, a nunber of nonths passed before the
145, 000 people were told that their information had been stol en.
In California, the individuals were notified because of the
state law requiring such know edge be provided to the individua

whose information was | ost or stolen.

3:38:13 PM

REPRESENTATI VE GARA highlighted that HB 226 also provides that
an individual who is worried that his or her information has
been stolen can call one of the three credit reporting agencies
and request a hold on his or her financial information. The
af orenent i oned is referred to as a security freeze.
Representative Gara related that the Departnent of Law, the
Al aska Public Interest Research Goup (AKPIRG, and the U.S.
Public Interest Research Goup (AkPIRG appear to be supportive
of this |egislation.

3:39:23 PM

CHAIR ANDERSON surmsed that HB 226 is senior friendly. He
recalled reading information relating that one of the senior
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advocacy groups supports the California |egislation, on which
t hi s based.

REPRESENTATI VE GARA stated that AARP is supportive of HB 226.
He opined that in this kind of security fraud, seniors are as
vul nerable as everyone else not nore vulnerable than others.
Representative Gara further opined that everyone has an interest
in knowng if one's personal and financial information has been

st ol en. Moreover, it's quite an outrage that these conpanies
aren't informng people when the information is stolen. "They
make noney off us, and they have a duty to protect us,"” he
st ressed.

The commttee was at-ease from3:40 p.m to 3:44 p. m

3:44: 39 PM
CHAI R ANDERSON noved to adopt CSHB 226, Version 1|, as the
wor ki ng docunent . There being no objection, Version | was

before the comm tt ee.
3:46: 11 PM

GEORGE BERRY, Teansters Local 959, infornmed the committee that
he works in the oil and gas industry through the Teansters
uni on. He related that he and his coworkers are very concerned
with these types of businesses operating seem ngly unregul at ed.
M. Berry noted that the |egislation appears to require a renmedy
for the individual to whom harmis done from poor or inaccurate
reporting, or theft or disclosure of information to an unknown
third party, and for that he thanked the sponsor. He stressed
the need to keep an individual's right to privacy at the
forefront when [enployers] perform background checks. M. Berry
related that this wll be inplemented in the [oil and gas
i ndustry] in the near future and thus there is the desire to be
sure that the appropriate protections are in place in the
[ enpl oyee' s] contract | anguage.

3:48: 24 PM

JOHN GEORGE, Lobbyist, Anmerican Council of Life |Insurers;
Property Casualty Insurance Association of Anmerica, acknow edged

t hat i nsurance conpani es have nmuch  of this sensitive
information, such as social security nunbers. The insurance
conpanies are concerned wth regard to protecting such
i nformation. He related that general ly, the insurance

[i ndustry] supports the concept of HB 266, which seens to be a
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national novenent. He nentioned that this concept has been

introduced in about 28 states. M. GCeorge infornmed the
commttee that Congressional l|egislation, which is essentially
the earlier nentioned California bill, has been introduced. The
aforenmentioned, national approach, is probably better than
having each state pass it's own legislation, possibly wth
slight differences. Therefore, he wurged the conmttee to
consi der that. M. George related that the organizations he

represents believe that privacy of information and disclosure of
any breach of this type of information should apply to everyone.
Although this legislation doesn't specifically state that it
applies to governnmental entities, the sponsor has related that
the reference to "any person” does include the state and other
governnental entities, he noted.

MR, GEORCE further informed the commttee that his clients are
al so concerned with regard to information that's being acquired

and information that's being accessed. He explained that one
can acquire sonmething, but not have access to it because it's
encrypted dat a. In that case, there really isn't a breach of
i nformati on. Again, the sponsor believes the aforenentioned
concern 1is addressed. M. George pointed out that the
legislation refers to encryption, which is the current
technol ogy used to protect information. However, in the future

there may be other applications, and therefore he suggested that
the |anguage should be broadened to refer to "encryption or

ot her technology that prohibits access to the data". He noted
that because other states are adopting simlar |egislation,
conpanies already have  notification processes in mnd.

Therefore, he expressed the need to have the notification
process be consistent with the law as long as it neets the
specified timefranes to get the notice out, even if a bit
different than what's prescribed in the |aw Thus, conpanies
could use the sane notice procedures in all states. He inforned
the commttee that the sponsor has agreed to neet with him and
di scuss his concerns.

3:51: 47 PM

REPRESENTATI VE GUTTENBERG asked if anyone used a nore generic
board | anguage than "encryption."

MR. GEORGE replied yes, and suggested that the |anguage "any
ot her method or technology that renders the personal information
unr eadabl e or wunusable" would include future technology that's
devel oped.
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BARBARA HUFF TUCKNESS, Director, Governmental and Legislative
Affairs, Teanster Local 959, related her support of HB 226. She
said that M. George adequately covered her concerns with regard

to background checks. For smaller enployers that [financially]
don't have access to a secure system for background checks,
sonething in statute would be appropriate. Ms. Huff Tuckness

noted that she is working with the sponsor to address the
background check, the <chain of custody, and how docunents
received on an enployee are handled through the processing
conpany or the specific enployer.

CLYDE SN FFEN, Assistant Attorney Ceneral, Cvil Di vi si on
(Anchorage), Departnent of Law, infornmed the commttee that the
departnment reviewed HB 226 for |egal concerns for which it has
none. M. Sniffen opined that HB 226 will help address sone of
the earlier nentioned security breach issues.

STEVE CLEARY, Executive Director, Al aska Public Interest
Research G oup (AKPIRG, applauded the commttee's quick action
in addressing this national problem He infornmed the commttee
that he just |earned that about 185,000 GM MasterCard hol ders
had their personal information breached again. The question is
how and when these people will be notified as well as how best
t hese peopl e can protect thensel ves.

DAN SIMEM President, Laborers Local 942, stated his support of
HB 226. M. Simem pointed out that conpanies that retrieve and
bank this data should have sone kind of firewall protection. He
offered his wunderstanding that the problem comes when these
conpanies go to smaller [entities], which tend to open the
portals to the information. Therefore, he requested that be
gi ven consi derati on.

3:56: 54 PM

REPRESENTATI VE LYNN highlighted that the legislation refers to
busi nesses that use personal information. He noted that when he

gets new software, it has to be registered, which includes
personal i nformation. He asked if that would be included under
HB 226 or would it be l|imted to large conpanies such as
Choi cePoi nt..

REPRESENTATI VE GARA clarified that [under HB 226] if information
on an individual held by any governnent entity or conpany has
been breached, the individual (s) have to be told. He surm sed
that Representative Lynn is alluding to the conpanies that sel

information, for which legislation was introduced |ast year. He
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said that it's probably worth another |ook. Representative Gara
clarified that HB 226 relates to stolen information rather than
the sale of information. He nentioned his concern that the sale
of information may be regulated by federal law and thus the
state may not be able to address it. In further response to
Representative Lynn, he specified that HB 226 doesn't change
anything in regard to entering information for a conputer
information form for exanple. However, he said that is of
concern as wel|l.

3:58:48 PM

REPRESENTATI VE GUTTENBERG turned to the situation in which a
site from which one has downl oaded information pulls data from
an individual's conputer and uses the data. The af orenenti oned
is a breach of the individual's security. He suggested that
nost people don't have firewalls on their home conputers. He
asked if the aforenentioned situation is addressed in HB 226.

REPRESENTATI VE GARA reiterated that HB 226 addresses conpanies
t hat have i ndi vi dual s’ per sonal i nformation and [the
notification procedures] required when they discover that the
i nformati on has been stolen. This legislation nerely says that
once the conpany finds out that the information has been stol en,
they have to informthe individuals inmediately. The sale of an
individual's information is of great concern, but he said he
didn't know how to regulate it at this point.

REPRESENTATI VE LEDOUX posed a situation in which an individua
took information from one of these conpanies that stores data
and then sells it. She inquired as to what woul d happen.

REPRESENTATI VE GARA reiterated that HB 226 protects people when
there has been an unauthorized wuse of their information.
Therefore, if a conpany that holds data discovers that soneone
has taken data w thout the conpany's consent, then the conpany
has to inform those whose data was taken. He said he wasn't
sure of the federal rules regarding a situation in which the
person who took the information subsequently sells it.

4:01:27 PM

REPRESENTATI VE LEDOUX asked whether "they" have to tell [the
individual] that his or her information is being sold.

REPRESENTATI VE GARA specified that this legislation doesn't
address the sale of the information that has been authorized by
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the conpany housing the data. Again, this is an issue that
shoul d be reviewed, but he said he didn't know how to address it
at this point.

4:01: 45 PM

REPRESENTATI VE GUTTENBERG surnmised that it would address the
Commerce Clause. He inquired as to how those conpanies that are
| ocated out of state or out of the country woul d be addressed.

REPRESENTATI VE GARA hi ghlighted that this legislation includes a
provision that specifies that it applies to the full extent the
constitution allows. Generally, if there is an out-of-state
conpany that is selling personal information of Al askans, the
conpany has "touched us enough" that the state can regulate it.
Therefore, this legislation applies to conpanies |ocated out of
state if they use the information of Al askans.

CHAI R ANDERSON, upon determning there were no further
questions, closed public testinony.

[HB 226 was hel d over.]

HB 213- ALCOHOL SERVER EDUCATI ON

CHAI R ANDERSON announced that the next order of business would
be HOUSE BILL NO 213, "An Act relating to alcohol server
education. "

4:05:17 PM
REPRESENTATI VE JAY RAMRAS, Al aska State Legislative, sponsor of

HB 213, began by highlighting that as a restaurant owner he has
accunul ated years of experience in the food and beverage

i ndustry. He said that this bill covers the techniques in
al cohol managenment (TAM course, which provides extraordinarily
usef ul information for servers, bartenders, security, and
door nen. However, wunder the current |aw individuals have to
renew their TAM card by retaking the entire four-hour exam every
three years. The aforenmentioned is time ill spent for

prof essional servers who have been in the industry for years

Therefore, the legislation would provide that those who have
al ready taken the four-hour course would nerely have to take the
witten test denonstrating an understanding of the course
subj ect . The aforenentioned is an excellent funding nmechanism
for Cabaret Hotel Restaurant & Retailer's Association (CHARR)
and ot her advocacy groups in the industry, since there is a fee
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charged for the course. The fees for the course aren't
addressed in this legislation. He stated that he is only trying
to be mndful of professionals in the food service industry and
suggest that after being in the industry for three years, they
should be allowed to denonstrate their conpetency with the |aws
and regul ations concerning al cohol rather than requiring another
full course and exam

4:07:18 PM

CHAI R ANDERSON asked how nuch it wuwuld cost to renew the
certification.

REPRESENTATI VE RAMRAS answered that an applicant would have to
go through the sane facility and the sane testing and
certification program He reiterated that this legislation
would not nmake any changes to the fees, but would allow
restaurant workers to arrive in the last half hour of the four-
hour examto take the qualifying test to obtain recertification.
The examination is really not the hard part. He related his own
experience with the course, and characterized the chall enging
part as sitting through the course itself. Representati ve
Ranras stated that the TAM course is extraordinarily useful and
makes servers nore know edgeable about the law concerning
al cohol, which makes the di spensing of al cohol safer.

4:09:43 PM

CHAI R ANDERSON surm sed then that this legislation would allow a
worker in the food and beverage industry to skip the four-hour
course and sinply take the test.

REPRESENTATI VE RAMRAS said that this correct, clarifying that it
woul d be optional whether or not the individual would sit for
the four-hour course. These workers, nunbering in the thousands
across the state, oftentinmes surrender work shifts to take the
four-hour course for which the establishnent does not pay. The
proposal enbodied in HB 213 would save tine while the individual
would still have to denonstrate conpetency of the course
mat eri al

4:11: 00 PM

REPRESENTATI VE KOIT asked if this |egislation was supported by
CHARR
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REPRESENTATI VE RAMRAS recalled that CHARR indicated its support
for HB 213 when the organization was present earlier. In
further response to Representative Kott, Representative Ranras
said he was not a TAM instructor, but he has sat through the
cour se.

REPRESENTATI VE LEDOUX rel ated her understanding that the purpose
of retaking the test is mnerely the receipt of the fee, and
therefore she questioned why these workers can't just pay the
fee and forgo the test.

REPRESENTATI VE RAMRAS di sagreed with Representative LeDoux, and
stressed that there is value in requiring that those who have
taken the exam remain famliar with the rules that govern
serving al cohol. Therefore, he opined that it's appropriate for
the state to enforce a renewal of the TAM card and
certification. However, if one can denonstrate conpetency of
the information, then there is no need to sit for the entire
cour se. Representative Ranras characterized the exam as easy,
with a low failure rate. The exam he explained, is designed to
get the industry workers to sit through the three hours of
course instruction. Therefore, passage of the exam fulfills the
Al coholic Beverage Control Board's requiremnent.

4:13:52 PM

REPRESENTATI VE GUTTENBERG asked if it's the sponsor's intent for
the fee to be the sane for taking the three-hour course and
exam and the exam al one.

REPRESENTATI VE RAMRAS clarified that his intent is not to
interfere with private enterprise, and therefore it's up to the
entities that offer the TAM course to set the fee. This bill
provi des the worker with the ability to forgo the three hours of
i nstruction when seeking recertification.

4:15:55 PM

REPRESENTATI VE GUTTENBERG announced that he didn't see a
statenent from the ABC Board, and was wondering if it had
of fered any conment on this.

4:16:11 PM

REPRESENTATI VE RAMRAS infornmed the conmttee that when the ABC

Board perfornms a conpliance test, it reviews whether every
single enployee [in an establishnment serving alcohol] has to
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produce a current TAM card. An enployee has 30 days upon being
hired or expiration of a TAM card to take the course.

4:17:28 PM

REPRESENTATI VE KOTT asked if Representative Ranras had retaken
the refresher course.

REPRESENTATI VE RAMRAS pointed out that he was not a server and
that he did not have to take the class, although npbst working
owners are required to have a TAM card. He said that at his
restaurant he is allowed to greet, but not seat guests.

REPRESENTATI VE KOTT pointed out that Section 1 refers to a TAM
card being shown as proof to the ABC board, and asked if the
i ssuance of such a card is sonething new or is this section
merely making the use of the card clear to everyone.

REPRESENTATI VE RAMRAS clarified that the TAM card has always
been an acceptable way to prove one's course conpletion to the
ABC Board. This legislation sinply says that when an individual
denonstrates the conpetency, he or she will be issued a new card
with a new expiration date.

REPRESENTATI VE KOTT stated that one of his staff, Mke O Hare
had been certified and could offer his view of the TAM course.

4:20: 33 PM

M KE O HARE, Staff to Representative Kott, Alaska State
Legi slature, stated that currently, there is a renewal test that
requires one to sit through the entire TAM course every three
years. It is not a difficult test after sitting through the
four-hour course, he opined.

REPRESENTATI VE KOTT noved to report HB 213 out of conmttee with
i ndi vidual recomendations and the acconpanying zero fiscal
note. There being no objection, it was so ordered.

HB 227- ALASKA SVALL LOANS ACT

CHAI R ANDERSON announced that the final order of business would
be HOUSE BILL NO 227, "An Act relating to the Al aska Snall
Loans Act; and providing for an effective date."

JON BITTNER, Staff to Representative Anderson, Alaska State
Legi sl ature, presented HB 227 on behalf of the House Labor and
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Commerce Standing Conmmittee, sponsor. M. Bittner paraphrased
from the following witten sponsor st at enent [ origi nal
punct uati on provided]:

The last significant revision of the Alaska Smal
Loans Act (ASLA) occurred between 1995 and 1996. The
bill (then nunbered House Bill 319) was signed into
law in July 1996 and brought this section of statute
up-to-date with the changing nmarket demands. There
have been several changes to the market in the |ast
decade, and nore inportantly, there has been many nore
changes in technol ogy. As conmputer systens becone nore
and nore adept at taking, storing, sorting, and
retrieving information, our laws nust reflect the nost
efficient use of those innovations.

House Bill 227, the latest revision of AS 06.020,
takes into account not only the market-driven or
technol ogi cal changes, but also the changes in the
val ue of noney. Put sinply, goods cost nore today than
they did twenty, ten, or even five years ago. For
exanple, it is not unheard of to pay between $7,500
and $10,000 for an ATV or snowrachi ne. Al so,

manufacturer's list prices for new autonobiles can
start as high as $40 - $50,000. Cearly the definition
of what constitutes a small | oan needs sone

adj ust nment .

HB 227 i nproves t he busi ness envi ronnent by
encouraging industry conpetition, which wultimtely
should decrease loan prices as well as providing
consuners additional products and services to choose
from HB 227 will also update the Small Loans Act to
reflect current technology. As witten today, the |aw
does not recognize automated or centralized process
utilized by nost conpani es today.

W worked with both nenbers of financial conmunity and
with the Dvision of Banking and Securities to find
| anguage balancing the parties' wish lists and
consuner protection. HB 227 updates the ASLA to nake
the law reflective of current industry practices and
raises the limt of a small loan from $25,000 to
$50, 000 br oadeni ng t he Departnment's regul atory
oversight. Additionally, it doubles the |iquid assets
and bond requirenents from $25,000 to $50,000 for
busi nesses witing small | oans.
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REPRESENTATI VE ROKEBERG inquired as to who requested this
| egi sl ati on.

MR. BITTNER related his understanding that both nenbers of the
banking comunity and the D vision of Banking & Securities

requested introduction of HB 227. In further response to
Representati ve Rokeberg, M. Bittner said that he was fairly
certain Wlls Fargo Financial Corporation was invol ved.

However, he deferred to M. Davis regarding the nunber of
entities that fall under this provision of |aw

MARK  DAVI S, Di rector, Division of Banking & Securities,
Department of Commerce, Community, & Economc Devel opnent
(DCCED), clarified that currently there are eight |icensees, of
which seven are licensees of WlIlIls Fargo bank and the one
remai ning is an independent |icensee. Therefore, there are two
different entities.

4:25:36 PM

MR. DAVIS noted that although the division generally supports
the legislation as witten, he has provided the commttee with
witten remarks regarding sonme issues with which the division is
concer ned. He agreed that the |egislation, as reform
| egislation, is necessary. This legislation basically raises
the lending Iimt for a small loan from $25,000 to $50,000 and
caps [the interest rate of] nost loans to a maxi num of 24

percent. Currently, licensees are able to do business as "other
busi ness" over $25,000 at any rate wi shed. Fur t her nor e,
currently loans over $10,000 can be mde at any rate the
[lending institution] w shes. Therefore, this reform would

| ower rates.
4:26: 19 PM

MR. DAVIS expressed concern with the exenption for sellers of
i nsurance under AS 06.20.010(b)(5), and related that the
Division of Banking & Securities and the Division of |nsurance
oppose that. He explained that the divisions believe that
al though an entity may sell insurance, it shouldn't be in the
| endi ng busi ness. Furthernore, M. Davis suggested including a
requirenent in AS 06.20.060 of a physical |ocation. He noted
that in 1996, the |anguage "accessibility and convenience for
borrowers of nobney was put in the Act, the type of |[|anguage
which the division supports. He then turned attention to
Section 13, AS 06.20.070(b), regarding web sites and related
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that the division would prefer to follow the practice that was
included in the Deferred Deposit Loan Act of last year, which
requires a license for anyone attenpting to operate [on the
| nternet]. M. Davis said the division has concerns with AS
06. 20. 120 because the current |anguage of HB 227 doesn't allow
the division the ability to revoke a nultiple location |icense
for a violation in a singular |ocation. He expressed the need
for the division to have the right to revoke a multiple |ocation
license if a singular l|ocation seens to be operating at the
behest of the central office. He indicated that conmttee staff
had been given |anguage to address the aforenentioned. M.
Davis noved on to the surrendering of licenses at the end of
operations, which is found in AS 06.20.130(c). The current
| anguage specifies a difference between non-corporate entities
and corporate entities, but the division doesn't see a reason
for that. Again, commttee staff have been provided |anguage
that specifies that an entity would have to ensure that all
| oans are transferred before it can stop doing business in order
to avoid harm ng consuners. Furthernore, the |anguage provided
specifies that the entity would have to notify the division
because the division can't enforce the provision unless it knows
the entity is going out of business. He then noved on to AS
06. 20. 160(c), which specifies that the division can only have
access to a licensees books and records during an exan nation.
However, the division believes that to be too restrictive.
Qobviously, a conplaint to the division may not occur during the
time of an exam nation, and therefore the division should have
the right to exam ne for that conplaint.

4:29:18 PM

MR DAVIS noted the division's concern with regard to the
| egislation's handling of business licensing, which is |ocated
in AS 06.20.130(c). Currently, the Ilegislation provides an
exenption for business |icenses. After talking wth the
Di vision of Occupational Licensing, he said he understands that
the Dvision of Cccupational Licensing requests that the
exenption be elimnated and require these small |oan conpanies
to acquire a sinple business license. M. Davis related the
preference for the fee, specified as $75 an hour in the
| egislation, to actually follow what 1is specified in the
Deferred Deposit Loan Act, which is $75 per staff hour.
Furthernore, the fees in HB 227 are excessive, he opined. For
exanple, up to $500 can be charged for an origination fee. He
noted that commttee staff has been given the division's
proposed fee schedul e.

HOUSE L&C COW TTEE - 16- April 13, 2005



CHAI R ANDERSON announced his intention to hold HB 227 and hold
open public testinmony on it.

4:30:46 PM

MARK HAMBLEN, Wells Fargo Financial, noted support for HB 227,
al though he said there are sone small changes that Wlls Fargo

woul d want as well. He concluded by thanking the Division of
Banking & Securities for comng to Wlls Fargo for input on the
| egi sl ation. He said he would contact the division regarding

t he smal|l changes.
4:31: 38 PM

RICHARD BLOCK, Mellen Investnent Conpany, LLC, inforned the
conmmttee that his interest in this is limted because of what
Mel l en I nvestnment Conpany, LLC, does. He explained that Mellen
| nvest nent Conpany, LLC, only nake | oans secured by interest in
real property. However, the conpany's portfolio does include
sone loans that are between $25,000 and $50, 000. M. Bl ock
informed the comrittee that he has provided the comrittee with
witten testinony. M. Block said that his analysis of HB 227,
as it relates to the activities in which Mllen Investnent
Conmpany, LLC, engages, will drive it out of business. "In other
words, the volunme of business we do will not justify paying the
fees, putting up the bonds, and going through the admnistrative
challenges that this bill would put up for us," he related. | f
Mellen Investnent Conpany, LLC, and other simlarly situated
conpanies are out of the market, then a nonopoly for certain
| arge banking institutions has been created. He enphasized that
Mel I en | nvest nent Conpany, LLC, and others have been providing a
service, particularly to those in rural areas, that have equity
in real estate for business purposes but don't qualify for bank

| endi ng. M. Block related that he was greatly dismayed to
di scover that his bank is sponsoring HB 227, which wll put
Mel I en I nvestment Conpany, LLC, out of business. 1In conclusion

M. Block said that he would hope the commttee would adopt the
anendnent he has proposed at the end of his [witten] testinony
to exclude | oans secured by interest in real estate from HB 227.

4:34: 26 PM

SHANE OSOWBKI, Equity lInvestors, Inc., infornmed the conmmttee
that Equity Investors, Inc., is a private |lender that perforns
small real estate backed equity |oans beyond $25, 000. \V/ g
OGsowski related that he objects to HB 227 because it
m scharacteri zes $50,000 obligations as small | oans. He opi ned
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that $50,000 is not a small anount, inpulse item that justifies
the |l evel of bureaucracy and barriers to conpetition provided in
the |egislation. M. Osowski pointed out that 50 years after
the enactnment of the Alaska Small Loans Act, there are only two
licensees in Alaska. Therefore, he said he didn't believe that
one could claim that adding additional restrictions in the
$50,000 nmarket would invite new business and further a

conpetitive lending environnent. M. Osowski then turned
attention to the two credit studies submtted to support HB 227,
whi ch actually |ean against the bill. The first credit report

notes that restrictions ration high-risk consunmers out of the
market, and also tend to ration out consuners seeking snall
amounts of credit, which is classified as $50,000 in HB 227.
Both reports conclude that the best way to protect high-risk
borrowers is to ensure alternative sources of financing from
which to choose and facilitate wunrestricted entry of new
conpetitors into the market. However, this |egislation proposes
to do the exact opposite.

4:37: 00 PM

MR. OSOABKI concluded by charging that HB 227 treats borrowers
of $40,000 |oans as unsophisticated borrowers, which isn't the
case. Furthernore, federal |aw already protects honeowners wth
a three-day cooling off period. Mor eover, individuals have the
ability to shop nationwide for alternatives via the Internet,
but this precludes that and forces individuals to go with the
two licensees in Al aska. M. Osowski stressed that Al aska has
uni que property needs and HB 227 inpacts those with inpaired

credit as well as nonconformng properties in rural areas. He
al so stressed that HB 227 doesn't ensure conpetition but rather
does the opposite. He urged the conmittee to consider the

aforenmenti oned when considering to vote against HB 227 or
elimnating Section 1 fromit.

JIM JOHNSON, Affordable Loan Conpany, explained that the
Affordabl e Loan Conpany basically operates buying paper under
the Alaska Retail Installnment Sales Act, which doesn't |limt the
fee or the interest charged to the consuner. M. Johnson
surm sed that HB 227 suggests a fee that has been reduced to the
consuner for delinquency. He said that he didn't find the 24
percent objectionable today, but sonetines a |aw causes problem
in the future and it takes years for the legislature to make
changes to address the problem M. Johnson opined that the
admnistration of the Dvision of Banking & Securities is
hel pful .
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KENNETH GAIN, President, Cash Now Financial, informed the
commttee that his conpany is a small private real estate |ender
as described by M. Bl ock. M. Gin said that sone of the nost
val uable testinony heard today was on HB 226 regarding the
problems with errors in credit reports and stolen information.
Wth nodern technology, nost institutional |enders are highly
driven by credit scores. Many people have good credit, but
because of a mstake in their credit report are denied credit.
Cash Now Financial serves that nmarket of people who don't neet
the credit standards of the institutional |enders. Mor e
i mportantly, conpanies such as Cash Now Financial serve A credit
borrowers with properties against which the major institutional
| oaners won't loan. While limting this to $50,000 woul dn't put
him out of business, he said it wuld severely limt the
company. He said that he would either have to raise the
interest rates by 4 percent to conply with the law and the
conpany's current |loan volunme or not make |oans under $50, 000.
As witten, HB 227 is anti-conpetitive and restricts credit. At
a mnimum he suggested deleting Section 1 of HB 227.

PEGGY ANNE MCCONNOCHI E, Al aska Association of Realtors, noted
that she submtted a letter to the commttee. Ms. M Connochi e
opined that HB 227 is a restraint of trade, wll allow |ess
choice for consumers, and push those borrowers wth problens
with income fromthe marketplace. She urged the conmttee, at a
mnimum to elimnate Section 1 of HB 227.

CHAI R ANDERSON announced that HB 227 woul d be held over.
ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
4:43: 23 PM
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