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SENATE BI LL NO 301
"An Act relating to granting certain defendants an absolute
right to change venue in civil actions; setting venue for civi
actions based on enploynent at the enployer's principal place of
business; allowing nmultiple defendants to control venue by
agreenent; anending Rule 3, Alaska Rules of Civil Procedure; and
providing for an effective date."

HEARD AND HELD

SENATE BI LL NO. 222
"An Act relating to breaches of security involving personal
informati on, consunmer report security freezes, consunmer credit
monitoring, credit accuracy, protection of social security
nunbers, disposal of records, factual declarations of innocence
after identity theft, filing police reports regarding identity
theft, and furnishing consunmer credit header information; and
amendi ng Rul e 60, Al aska Rules of Cvil Procedure.”
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W TNESS REG STER

Peter Kell ey, President

Kel I ey I nsurance Associ ates

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support

Bob Haj oukovi ch, President

Frontier Flying Service

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support

Bruce Mcd asson, President

Grant Avi ation

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support

Ri chard Hardi ng, Senior Vice President
Peni nsul a Al rways, Inc.

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support

Karen Casanovas, Executive Director

Al aska Air Carriers Association

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support

M ke Hagl and, Secretary and Treasurer
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Hagl and Avi ation Servi ces
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in support of SB 301

Kneel and Tayl or, Attorney
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in opposition to SB 301

Chris Schl euss, Attorney
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in opposition to SB 301

Meg Si noni an, Attorney
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 301

Ski p Doonershine, Electrician
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in support of SB 301

Paul Lantz, Ceneral Manager

D nond El ectric

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of SB 301

Russ W nner, Attorney

Al aska Action Trust

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to SB 301

Jerry Rock, President

Evergreen Avi ation

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of SB 301

ACTI ON NARRATI VE
CHAIR RALPH SEEKINS called the Senate Judiciary Standing

Commttee neeting to order at 9:19:19 AM Present were Senators
Gene Therriault, Getchen Guess, and Chair Ral ph Seeki ns.

SB 301- CHANGE OF VENUE I N ClVIL CASES

9:20: 06 AM
CHAI R RALPH SEEKI NS announced SB 301 to be up for consideration.
He infornmed the commttee that the Departnment of Law (DOL) woul d
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testify on the bill at a later date. He opted to hear public
testinmony first.

Senat or Charlie Huggins joined the neeting.

9:21.44 AM

BOB HAJOUKOVI CH, President of Frontier Flying Service, testified
in support of SB 301. He said liability insurance was a nmajor
cost conponent for his conpany. It has been his experience that
judgnments in lawsuits are heavily weighted on the plaintiff
side. He cited an incident in Bethel in 2000, where the power
steering conponent on an aircraft failed, causing the aircraft
to run off the runway. Seventeen passengers were onboard and
there were no injuries. An attorney representing six of the
passengers wote a denmand letter asking for an early settlenent
of $75,000 each. The attorney indicated that Bethel juries were
fanous for awarding large settlenents to the plaintiffs and
that, if the case goes to trial they could easily award the
plaintiffs six figures each. The claimultimtely settled out of
court for $300, 000.

9:24:21 AM

MR. HAJOUKOVICH said last year there were zero fatalities in
Part 135 and Part 121 operations. The public would be served by
the reduction of costly litigation.

9:25: 08 AM
CHAIR SEEKINS asked M. Hajoukovich to repeat the attorney’s
description of the Bethel jury system

MR. HAJOUKOVI CH read fromthe attorney’ s demand letter:
As you may be aware, Bethel is a town whose jurists
are used to awarding a lot of noney for pain and
suffering. For exanple, noved by subjective conplaints
of pain that allegedly disrupted their lives, a Bethel
jury recently awarded five ladies $75,000 each
following an accident where a cab driver tapped the
| adi es’ vehicle at under 5 mles an hour. None of the
| adies sought or received any nedical treatnent
what soever, had no |ost income, and were not claimng
enotional distress. One of our attorneys is a pilot
hi msel f and has been successfully litigating airplane
crashes for 22 years. He estimates that a Bethel jury
woul d award six figures each to those passengers for
the enotional distress danages alone. However, in the
interest of conpromise and early settlenent, the
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passengers |isted above would be willing to settle all
clainms for $75,000 each.

9:27:41 AM

PETER KELLEY, insurance broker and president of Kelley Insurance
Associ ates, testified in support of SB 301. He believes there is
a precedent that places the plaintiff at an unfair advantage. He
has seen where plaintiff’s attorneys have sent insurance conpany
adjusters demand letters with copies of very large jury awards
for sinple soft tissue cases in an attenpt to strong-arm the
conpany into settlenents, which he feels is | egal extortion.

He cited a case where, on final approach, passengers experienced
turbulence but the aircraft |landed wthout incident. Sone
passengers filed a suit alleging that they feared for their life
and suffered enotional distress. The insurance conpany settled
for $7,500 for each passenger. He said wunderwiters are
currently afraid to do business in Al aska and sone refuse to do
busi ness in rural Al aska due to the potential high jury awards.

9: 30: 29 AM
MR. KELLEY said SB 301 would level the playing field and attract
new underwiters to the state.

CHAI R SEEKINS said a rural newspaper reported that the problem
was due to insurance conpanies sending poorly prepared young
attorneys to handle the lawsuits. A Bethel attorney was quoted
as saying the disparity in awards was due to ineptness, arrogant
attitudes, or unprepared attorneys. He asked for the gentlenen
to conment.

MR. KELLEY said he has not w tnessed that.

MR  HAJOUKOVICH said he has seen the opposite. Insurance
conpanies tend to send the best attorneys to handle the suits.

9: 33:37 AM

BRUCE MCGA.ASSEN, President of Gant Aviation, testified in
support of SB 301. He has received threatening letters from
attorneys in Bethel in particular; letters that threaten
outrageous jury awards. |Insurance conpanies have expressed an
unwi | lingness to go to trial in Bethel despite the lack of nerit
for the plaintiff’s cases and the history of awards nade there.

9: 35: 54 AM
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VR. MCGLASSEN said a change of venue to the corporate
headquarters in Anchorage would nore likely result in a fair
trial.

9:36:31 AM

RI CHARD HARDI NG Senior Vice President, Peninsula Airways, Inc

(PenAir), testified in support of SB 301. He advised the
conmmittee that the <cost of a large settlenent would be
devastating to PenAir and would have reverberations throughout
the state. PenAir enploys over 500 Alaskans and serves 36
| ocations with passenger and freight services. Several years ago
PenAir wthdrew service from Bethel primarily due to the
inequity in the judicial system PenAir transports al nost
200, 000 passengers each year and could now get sued for mnor
incidents due to the precedents set by the rural jury system

MR. HARDI NG continued the cost of settling clainms in rural
comunities is significant and unnecessary. A corporation wth
headquarters in Point Barrow should not have to travel to
Anchorage anynore than a corporation in Anchorage should have to
travel to Point Barrow to defend itself. Federal law allows a
corporate defendant to change the venue to their place of
busi ness and Al aska shoul d do the sane, he stat ed.

9:39: 34 AM

KAREN  CASANOVAS, Executive Director, Alaska Air Carriers
Association, testified in support of SB 301. She said the
Associ ation represents over 160 businesses including insurance
conpani es, avionic suppliers, nmaintenance workers, aircraft
manuf acturers, consultants, attorneys, and airlines. SB 301
seeks to rectify the problens of the current system and would
create an even playing field by allow ng defendants the right to
nove the case to a different venue. Many conpanies around the
state refuse to do business in renote jurisdictions due to
potential expensive litigation.

When an airline gets sued due to equi prent mal function, avionic
suppliers get dragged into the litigation and that cost of doing
busi ness gets passed down to the flying public or shippers. Many
i nsurance underwiters refuse to do business in Alaska due to
t he added expenses.

9:41: 44 AM

M5. CASANOVAS said the current system allows the plaintiff to
choose the venue. SB 301 is neutral and would work to | ower
litigation costs and allow for cheaper, easier settling of
cases.
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9:43: 29 AM

M KE HAGLAND, Secretary and Treasurer of Hagland Aviation
Services, testified in support of SB 301. Hagland Aviation has
been doing business in Wstern Alaska for 25 years and the
conpany feels Al aska citizens are becomng nore litigious due to
the l|arge awards handed down by rural juries. He agreed that
peopl e should be taken care of in the event of an accident but
not for mnor things such as fear during turbulence. He
expressed support for being able to nove the venue in pursuit of
getting a fair trial

9:45: 12 AM

KNEELAND TAYLOR, introduced hinself as an attorney with a broad-
based civil practice. He spoke about unintended consequences of
the bill. He gave an exanple of a couple that I|ived together
unmarried but financially |linked. The couple’'s relationship
ended and the woman had to file clainms for stolen furniture,
famly heirloons, handicrafts and for injuries sustained by the
man. The bill exenpts divorce, dissolution and custody cases but
does not cover unnmarried, financially linked couples. The bil
woul d give the man absolute right to venue and require that the
wonman bring her clains to the city where the man now |ives.

9:48: 17 AM

MR. TAYLOR cited an exanple involving a real estate deal gone
sour in the MitSu Valley. One party sued another and the
def endant subsequently filed a fraudulent claim in None. The
third party defendant, under SB 301, could nobve the venue to
None, and force the remaining parties to travel to None for the
case trial. He said there are huge, unintended consequences of
the bill and requested the that conm ttee oppose it.

9:50: 07 AM
SENATOR THERRI AULT asked M. Taylor whether he has experienced
any problenms in the Bethel court system

MR. TAYLOR responded he handled a case in Bethel and the bill
brings up a good point yet it would bring disaster to the civi
systemin nany areas. He suggested the only people who are aware
of the bill were people involved in the aviation industry. He
agreed that insurance conpanies sonetines send arrogant *“big-
city lawers” to snmall comunities and juries tend to side with
t he honet own | awyer.

9:51: 55 AM
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MR. TAYLOR added he is not disputing the appearance of disparity
bet ween Bethel juries and Anchorage jury verdicts.

CHRIS SCHLUSS, attorney, testified against the bill. She
informed the conmittee that the Alaska Action Trust wote a
position paper on the bill dealing largely with what they see as
constitutional infirmties. She pointed out the conmttee was
considering an enornous fix for a very limted problem She said
the federal system as well as every state in the country,
operates the sanme way as Al aska operates today and does not
allow a defendant an absolute right to change venue. She gave
many exanples of wunintended consequences of the bill, which
woul d gi ve any defendant the power to force plaintiffs to travel
far out of the area where the situation occurred. She said under
SB 301 a drunk driver who was in town for a neeting could injure
a person in Fairbanks and that injured person could have to
travel to Naknek to have their case heard.

9:55:17 AM

M5. SCHLUSS said she represents wonen and children who are
victimse of rape and nolestation. Under the current system she
is often successful in suing the offender and is able to do so
because of the law that states crimnals are not allowed to keep
their personal property exenpt. She said she is allowed to
pursue this because she can keep the costs of litigation fairly
well affordable. SB 301 would force she and her clients to
travel extensively to a location chosen by the offender to have
their day in court. She asked the commttee to think about the
i ssues in a broader manner.

9:57.:51 AM
MEG SI MONI AN, introduced herself as an attorney for a firmthat
does contract work, personal injury work, and business |aw

contract work. She said SB 301 would change the current | aw,
whi ch says the claim should be brought at the place it arose.
Judges have the ability to change a venue if inpartiality is
proved or when the interest of justice requires it. SB 301 would
renmove the ability of the judge to do that and put the power
entirely with the defendant. She estimated that |awers would
find ways to nmke things extrenely inconvenient for plaintiffs
to get to court. She muintained that the bill could cause
enornous i npacts across spectruns of litigation, would increase
litigation, and bog the courts.

10: 00: 36 AM
M5. SIMONIAN asserted not all <clains in Bethel result in
plaintiff’'s verdicts. She agreed that an out-of-town |awer is
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al ways at a disadvantage but SB 301 wouldn’'t necessarily fix
that because it would just shift the di sadvantage. She asked the
commttee nenbers to think about the broad-based inpact the bill
woul d have.

10: 02: 21 AM

CHAI R SEEKINS asked Ms. Sinonian whether a provider or seller
could limt venue for any civil action that is brought against
them as part of the contract.

M5. SI MONI AN sai d yes.

CHAI R SEEKI NS asked her whether a small airline, as condition of
purchase of the ticket, is able to do so under contract |aw

M5. SIMONIAN said it is possible but there would be obstacles.
There would be questions of adhesion where the person signing
the contract would be aware that they were signing away certain
rights.

CHAI R SEEKI NS comented he has seen sales contracts where venue
is prescribed as a condition of the contract. He asked her to
coment .

M5. SIMONI AN said she was discussing that topic with coll eagues
earlier and is not sure of the restrictions on passenger
adhesion contracts. She said it seens to be within the real m of
a potential solution for what appears to be a special interest
problemin limted areas of the state.

10: 04: 16 AM

CHAI R SEEKINS asked Ms. Sinonian whether the personal injury
snow machine case in Bethel last week was brought against a
Bet hel busi ness.

M5. SIMONI AN said she understood it to be brought against a
Bet hel business. She said currently the court is the inpartia
arbitrator and maintained that SB 301 would bring about a battle
bet ween parties over venue.

10: 06: 14 AM

SKIP DOOMERSHI NE, electrician, testified that he was recently
involved in a lawsuit that went to arbitration. The judge
reviewed the facts of the case and stated the case, if tried in
Anchorage, would have a value of zero dollars because the case
| acked nerit. Later during arbitration the judge insisted they
settle for a six-figure amount. He feels there is sonething
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wong with the rural judicial system Threatening letters were
received listing awards given in other cases and since he was
personally named in the lawsuit, it was a frightening
experience. H's enployer has ceased bidding for work in rural
areas because of the risk of frivolous |awsuits.

10: 09: 01 AM

MR. DOOVERSHI NE said his specialty is doing bush runway |ighting
and so the decision by his enployer personally affects him but
it also affects residents and businesses that depend on good
runway |ighting.

10: 09: 31 AM
SENATOR GUESS asked M. Doonershine the reason the arbiter
reconmended settl enent.

MR. DOOMERSHI NE said the arbitrator was a retired superior court
j udge and she sinply advised his enployer that a rural comrunity
woul d probably award a trenendous anount of noney.

SENATOR GUESS asked M. Doonershine whether he or his enployer
tried to change the venue citing lack of inpartial jury.

MR. DOOVERSHI NE said his enployer went to great lengths to
attenpt to change the venue to Fairbanks but it was denied.

10:11: 36 AM
Senator French joined the neeting.

PAUL LANTZ, GCeneral Manager of Dinond Electric, testified in
support of SB 301. He said his conpany has been building
infrastructure in Wstern Al aska for over 20 years through
weat her, logistics, and cultural challenges. They have chosen to
draw the line at |legal challenges. The conpany was taken to
court in Bethel for a case that would never have seen the I|ight
of day anywhere else in Al aska, he stated. This issue presents a
direct effect on econom c devel opnent in the region surrounding
Bethel. Infrastructure projects, inproved conmunications, and
i nproved transportation would provide many opportunities to the
people in the region but contractors are shying away from
accepting contracts in rural Alaska and Dinond Electric is one
of them

10: 14: 34 AM
RUSS W NNER, Attorney, testified against the bill on behalf of
Al aska Action Trust. SB 301 wwuld allow defendants to

automatically transfer venue to their hone court. Virtually
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every state in the nation tries the case in the vicinity of
where the harm has been done. It is an over-broad neasure to
address the legitimate concerns of the air carriers yet would
have uni nt ended consequences. He gave an exanpl e:

|f a Fairbanks resident is in an auto accident and is

hit by a person fromout of town, perhaps a village in

Western Al aska, wunder this bill, if that Fairbanks

resident filed suit in a Fairbanks court against that

out of town defendant, the defendant would have the

automatic right to transfer the case out of Fairbanks

into a rural court.

10: 19: 50 AM

MR. W NNER continued that he has tried cases in Bethel and knows
nost of the attorneys who practice there. He clained that the
defendants who find thenselves in Bethel court hire [awers who
are out of tune to the differences between Bethel juries and
other juries. In reference to previous testinony regarding
threatening letters sent to defendants, he said, |lawers wite
those letters all the tine.

10: 22: 31 AM

MR. WNNER alerted commttee nmenbers to a position paper that he
faxed to Senator Seekins' office and wapped up his testinony by
stating SB 301 was unconstitutional and that defendants should
be hiring |local Bethel |awers.

10: 25: 26 AM
JERRY ROCK, President, Evergreen Aviation, testified in support
of the bill. He cited a nedical evacuation (ned-evac) case in

Kot zebue where a contractor was working on a road and a village
el der was run over by a front-end |oader as he was driving a
four-wheeler through the construction site. The elder died
during the ned-evac flight. The famly sued Evergreen Aviation
for the death and the lawer for the famly told him that a
Kot zebue jury would rule against the airline. The | awer advised
himto settle with the famly.

MR. ROCK said the bill would bring jury awards down and in turn
hel p bring insurance costs down for contractors and air carriers
as wel | .

10: 28: 46 AM
SENATOR GUESS asked M. Rock whether he or his insurance conpany
tried to change the venue citing lack of inpartial jury.
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MR. ROCK said they settled out of court on both of the rura
cases that they had.

10: 29: 22 AM
CHAIR SEEKINS held SB 301 in conmittee.

SB 222- PROTECTI ON OF PERSONAL | NFORVATI ON

10: 29: 40 AM
CHAI R RALPH SEEKI NS announced SB 222 to be up for consideration.

SENATOR GENE THERRI AULT noved version | as the working docunent
before the commttee.

CHAI R SEEKI NS obj ected for expl anati on.

SENATOR GRETCHEN GUESS expl ained Article 1 relates to breach of
security involving personal information. It deals wth the
definition of personal information and the requirenment to notify
people during a breach of security. There are four changes in

the section. The first s a definition of “clause of
information” on page 24; line 12. The second change is to delete
“whether or not the personal information has or has not been
accessed by an wunauthorized third part for legal or illegal
pur poses” on page 2; lines 2-3.

10: 32: 11 AM

The third change is page 4; line 11 to include the word
“currently” before lawfully available. At one tinme in Alaska it
was lawful to obtain social security nunbers and the bill had to
be clarified to recognize things that may have been |awful at
the time of occurrence. The fourth change is on page 4; Ilines

22-24 where the pass code |anguage was deleted. It can be easy
to guess a person’s password or pass code.

10: 34: 07 AM

Article 2 relates to credit reports and security freezes. This
section only deals with consuner credit reporting agencies. On
page 6 lines 15-16, |anguage was added that would allow the
agency to treat an application as inconplete when there is a
security freeze on the consuner’s credit report. The next change
is a narrowed definition on page 23; lines 27-31 regarding the
consuner credit reporting agenci es.

10: 36: 43 AM
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Article 3 starts on page 13 and there are no changes in the
section but it discusses consunmer rights and the process in
nmonitoring credit accuracy.

Article 4 is related to protection of the social security nunber
and page 16; |line 27 of the bill adds the |anguage *“unless
expressly required by federal or state law.” It is not the
intent to prohibit anything that is required by state or federal
| aw to disclose a social security nunber if needed.

Page 16; I|ine 30 is a new section addressing additiona
governmental prohibition. It says that a state or |oca
government agency is not allowed to ask for a social security
nunber unless required by state or federal |aw

CHAI R SEEKINS asked the reason for naking an exception to the
judi cial branch.

SENATOR GUESS expl ained the drafter made that exception because
a person under the current |aw does not inpede the judicial
branch and so that is to be consistent with the rest of the
section.

10: 39: 18 AM
SENATOR GUESS advised the commttee she would submt the neno
from Legi slative Legal that discusses the exception.

Article 5 applies to businesses and how records should be

di sposed of. Page 18 lines 21-23 specifies that federal |aw
trunps regul ated di sposal nethods. Throughout the bill, the term
“consuner report” has been replaced wth “credit report”

al t hough the definition has not been changed.

10:41: 34 AM

Article 6 applies to identity theft. It would allow for a person
whose identity has been stolen to file a police report wherever
they are and not necessarily where the crine has taken place
Article 7 relates to credit header information and addresses the
selling and trading of the social security nunber. Article 8
applies to truncation of +the <credit card to help protect
consuners and Article 9 is the general provisions definition
secti on.

CHAI R SEEKI NS asked Senator Guess whether the state would be
held to the sane standard as busi nesses.
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SENATOR GUESS said yes but that the committee should discuss the
section related to the di sclosure of records.

CHAIR SEEKINS renmoved his objection. Hearing no further

objections, the commttee adopted CSSB 222(JUD) version |. He
held the bill in commttee.
10: 43: 42 AM

There being no further business to conme before the commttee
Chair Seekins adjourned the neeting at 10:45:56 AM
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