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HOUSE BI LL NO. 65

"An Act relating to breaches of security involving personal
information, credit report and credit score security freezes,
consuner credit nonitoring, credit accuracy, protection of
social security nunbers, care of records, disposal of records,
identity theft, furnishing consuner credit header information,
credit cards, and debit cards, and to the jurisdiction of the
office of admnistrative hearings; anmending Rule 60, Al aska
Rules of G vil Procedure; and providing for an effective date."

- HEARD AND HELD
HOUSE BI LL NO. 163
"An Act relating to real property foreclosures, executions, and
deeds of trust."

- MOVED CSHB 163(L&C) QUT OF COW TTEE

HOUSE BI LL NO. 195
"An Act relating to limted liability conpanies."”

- SCHEDULED BUT NOT HEARD
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HOUSE BI LL NO. 197

"An Act relating to the issuance of shares of professional
corporations to a trust, to trusts, to trustees, to the renoval
of a trustee, to the conpensation of a trustee and a person
enployed by a trustee, to a trustee's accepting or rejecting a
trusteeship, to co- trustees, to a vacancy in a trusteeship, to
the resignation of a trustee, to delivery of trust property by
former trustees, to the reinbursenent of trustee expenses, to
the certification of a trust, to the suitability of a trustee,
to the place of admnistration of a trust, to a trustee's power
to appoint property to another trust, to a change of the
percentage of trust property to be considered principal, to the
determ nation of the value of a trust, and to a settlor's intent
when transferring property in trust; anmending Rules 54 and 82,
Al aska Rules of Civil Procedure; and providing for an effective
date."

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: HB 65

SHORT TI TLE: PERSONAL | NFORVATI ON & CONSUMER CREDI T
SPONSOR(s) : REPRESENTATI VE(s) COGHI LL, GARA

01/ 16/ 07 (H PREFI LE RELEASED 1/5/07
01/ 16/ 07 (H READ THE FI RST TI ME - REFERRALS
01/ 16/ 07 (H) L&C, JUD, FIN

01/ 31/ 07 (H L&C AT 3: 00 PM CAPI TOL 17
01/ 31/ 07 (H <Bi || Hearing Cancel ed>
03/ 28/ 07 (H) L&C AT 3:00 PM CAPI TOL 17
03/ 28/ 07 (H Heard & Held

03/ 28/ 07 (H M NUTE( L&C)

04/ 04/ 07 (H L&C AT 3: 00 PM CAPI TOL 17
04/ 04/ 07 (H <Bi |l Hearing Cancel ed>
04/ 16/ 07 (H) L&C AT 10: 00 AM CAPI TOL 17
04/ 16/ 07 (H Schedul ed But Not Heard
04/ 20/ 07 (H L&C AT 3: 00 PM CAPI TOL 17
BILL: HB 163

SHORT TITLE: PROPERTY FORECLOSURES AND EXECUTI ONS
SPONSOR(s) : REPRESENTATI VE(s) RAMRAS

02/ 28/ 07 (H READ THE FI RST TIME - REFERRALS
02/ 28/ 07 (H) L&C, JUD

03/ 30/ 07 (H L&C AT 3:00 PM CAPI TOL 17

03/ 30/ 07 (H) -~ MEETI NG CANCELED - -
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04/ 20/ 07 (H L&C AT 3:00 PM CAPI TOL 17
W TNESS REG STER

KAREN LI DSTER, St aff

to Representative John Coghill

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Revi ewed the sectional analysis to Version
C on behalf of Representative Coghill, joint prinme sponsor of HB
65.

CLYDE "ED' SN FFEN, JR., Senior Assistant Attorney General

Civil D vision (Anchorage)

Depart ment of Law (DQL)

Anchor age, Al aska

POSI TI ON STATEMENT: Responded to questions during the hearing
on HB 65.

GAI L HI LLEBRAND, Senior Attorney

Consuner s Uni on

(No address provi ded)

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
65, and stated support of the bill.

REPRESENTATI VE LES GARA

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: As joint prime sponsor, provided feedback
to questions during the hearing on HB 65.

LORI DAVEY, President

Mot zni k I nformation Services, Inc

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 65, if anended
to reauthorize access to the PFD [permanent fund dividend] file
for legitinate business purposes.

JACK KREI NHEDER, Chi ef Anal yst

O fice of Managenent & Budget (QOVB)

O fice of the Governor

Juneau, Al aska

PCSI TI ON STATEMENT: Di scussed the fiscal note for HB 65.

ANNE CARPENETI, Assistant Attorney Ceneral

Legal Services Section - Juneau, Crimnal Division
Department of Law (DQL)
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Juneau, Al aska
PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
65.

STEPHEN D. ROUTH, Attorney at Law

Rout h Crabtree

Anchor age, Al aska

POSI TI ON STATEMENT: H ghlighted a sectional analysis of HB 163
on behalf of the bill sponsor.

ACTI ON NARRATI VE

CHAIR KURT COLSON called the House Labor and Commrerce Standing
Commttee neeting to order at 3:12:58 PM Represent ati ves
Neurman, LeDoux, Buch, Gardner, and O son were present at the
call to order. Representative Ranras arrived as the neeting was
i n progress.

The commttee took an at-ease from 3:13:06 to 3:13:46 in order
to establish a quorum

HB 65- PERSONAL | NFORVATI ON & CONSUMER CREDI T

3:13:48 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 65, "An Act relating to breaches of security
involving personal information, credit report and credit score
security freezes, consunmer credit nonitoring, credit accuracy,
protection of social security nunbers, care of records, disposa
of records, identity theft, furnishing consuner credit header
information, credit cards, and debit cards, and to the
jurisdiction of the office of admnistrative hearings; anending
Rule 60, Alaska Rules of Cvil Procedure; and providing for an
effective date.”

3:14: 27 PM
REPRESENTATI VE NEUVAN noved to adopt CSHB 65, Version 25-

LS0311\C, Bannister, 4/9/07, as the working docunent. Ther e
bei ng no objection, Version C was before the conmttee.

3:14: 49 PM

KAREN LIDSTER, Staff to Representative John Coghill, Al aska
State Legislature, reviewed the sectional analysis to Version C
on behalf of Representative Coghill, joint prine sponsor. She
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stated that identity theft is beconming nore of a problem and

the proposed |egislation addresses that issue. She directed
attention to [Section 3] of Version C which would add Chapter
48 to Title 45 - thus <creating the Personal Information

Protecti on Act.

M5. LIDSTER began with the new sections that would fall under
the proposed Chapter 48, Article 1, "Breach of Security

| nvol vi ng Personal [Information". She highlighted the proposed
AS 45.48.010 - "Disclosure of breach of security", AS 45.48.020
- "Allowabl e delay in notification", and AS 45.48.030 - "Methods
of notice". Regarding the latter, M. Lidster relayed that
there woul d be changes to the cost of notification from $250, 000
to $150,000, as well as changes to the nunber of residents

affected from 500, 000 to 300, 000.

MS. LIDSTER continued, noting that the proposed AS 45.48.040 -
“"Notification of <certain other agencies”" - includes |anguage
speci fying which agencies nust be notified in the case of a
breach of security and listing exceptions to that notification

She said AS 45.48.050 - "Exception for enployees and agents" -
lists exceptions related to the acquisition of personal
information, while AS 45.48.060 - "Wiivers" - states that there
"are no waivers of these sections allowed." The proposed AS
45.48.070 - "Treatnent of certain breaches" - would require that

breaches of information by an information recipient be reported
back to the information distributor in order to conply wth
notification requirenents. She said AS 45.48.080 - "Violations”
- sets out the fines for violations related to breeches in
informati on caused by governmental and nongovernnental agenci es.
AS 45.48.090 - "Definitions" - supplies the definitions for the
terns used.

M5. LIDSTER turned to the new sections that would fall under the
proposed Chapter 48, Article 2, "Credit Report and Credit Score

Security Freeze", which include: AS 45.48.100 - "Security
freeze authorized"; AS 45.48.110 - "Placenent of security
freeze"; AS 45.48.120 - "Confirmation of security freeze"; AS
45.48.130 - "Access and actions during security freeze"; and AS
45.48.140 - "Renoval of security freeze"; and AS 45.48.150 -
"Prohibition".

MS. LIDSTER indicated that there had been a requirenment to use
certified mail, which was del eted because it was burdensone and
unnecessary. She nentioned that Legislative Legal and Research
Services inserted the words "credit"” and "credit score" on page
8 in order to achieve consistency.

HOUSE L&C COW TTEE - 5- April 20, 2007



The commttee took an at-ease from3:20 p.m to 3:21 p.m
3:21: 36 PM

IVS. LI DSTER addressed the remaining portions of |anguage
pertaining to credit report and credit score security freeze.
She said AS 45.48.160 - "Charges" - lists the charges that a
consuner nust pay in order to have a security freeze |ifted.
She said, "This is a change from the original bill and states
that the reporting agency will allow tw lifts for free, and
then there will be a charge for the ... lifts after that; but
there nust also be witten notice provided by the consuner
reporting agency so the consunmer knows that there will be a
charge." She explained that the intent behind the charge is to
hel p consuners appreciate the cost to the agency and the anount
of work involved. She said the proposed AS 45.48.170 - "Notice
of rights”™ - Ilists the additional notices the credit agencies
will provide to the consunmer along with the summary of rights.
The notices will let consunmers know what their rights are under
the Fair Credit Reporting Act. She noted that AS 45.48.180 -
"Notification after vi ol ation" - lists the notification
requi renents a consuner credit reporting agency nust follow if
it violates a security freeze.

M5. LIDSTER said the proposed AS 45.48.190 - "Resellers"” - would
close a small |oophole by ensuring that resellers understand
that they have to honor a security freeze that has been placed
by another consuner reporting agency. She said AS 45.48.200 -
"Violations and penalties" - describes the rights of the
consuner who suffers damages as a result of a breach. She noted
that AS 45.48.210 - "Exenptions" - list the exenptions to the
use of credit information when a security freeze is in place.
Finally, she noted, AS 45.48.290 - "Definitions" - defines all
the terns used.

MS. LIDSTER covered the new sections that would fall under the
proposed Chapter 48, Article 3, "Consunmer Credit Mbonitoring;

Credit Accuracy", which would be: AS 45.48.300 - "Required
di scl osure"; AS 45.48.310 - "Information to be disclosed"; AS
45.48.320 - "Cost of disclosure"; AS 45.48.330 - "Form of
di sclosure”; AS 45.48.340 - "Timng of disclosure"; and AS
45.48.350 - "Credit accuracy". Ms. Lidster said the |anguage

related to credit accuracy describes procedures for a consuner
to follow should he/she find inaccurate information has been
reported or distributed in relation to hinmsel f/ herself.
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3:25:58 PM

M5. LIDSTER reviewed the new sections that would fall under the
proposed Chapter 48, Article 4, "Protection of Social Security
Nunber™, which would be: AS 45.48.400 - "Use of social security
nunber"; AS 45.48.410 - "Request and collection"; AS 45.48.420 -

" Sal e, | ease, | oan, trade, or rental"; AS 45.48.430 -
"Disclosure”; AS 45.48.440 - "Interagency disclosure”; AS
45.48.450 - "Exception for enployees, agents, and independent
contractors"; AS 45.48.460 - "Enployment-rel ated exception"; AS
45. 48. 470 - " Agency regul ations"; and AS 45.48. 480 -
"Penal ties".

3:27.44 PM

M5. LIDSTER noved on to the new sections that would fall under
t he proposed Chapter 48, Article 5, "D sposal of Records", which
woul d be: AS 45.48.500 - "Disposal of records”; AS 45.48.510 -
"Measures to protect access"; AS 45.48.520 - "Due diligence"; AS
45. 48. 530 - "Policy and procedures"; AS  45.48. 540 -
"Exenptions"; AS 45.48.550 - "Cvil penalty"; AS 45.48.560 -
"Court action"; AS 45.48.590 - "Definitions".

3:29:42 PM

M5. LIDSTER then detailed the new sections that would fall under
the proposed Chapter 48, Article 6, "Factual Declaration of
| nnocence after ldentity Theft; Right to File Police Report
Regarding ldentity Theft", which would be: AS 45.48.600 -
"Factual declaration of innocence after identity theft"; AS
45.48.610 - "Basis for determ nation"; AS 45.48.620 - "Criteria
for determ nation; court order"; AS 45.48.630 - "Orders
regarding records"; AS 45.48.640 - "Vacation of determnation”;
AS 45.48.650 - "Court forni'; AS 45.48.660 - "Data base"; AS
45.48.670 - "Toll-free tel ephone nunber”; AS 45.48.680 - "Right
to file police report regarding identity theft"; and AS
45.48. 690 - "Definitions". She said the wvacation of
determ nation can be ordered by the court if there has been a
m srepresentation of material. The court form she said, would
be devel oped by the court. The data base would house nanes of
victinmse of identity theft. The | anguage would appoint the
responsibility to the | aw enforcenent agency to nmake the report,
even if they do not have the jurisdiction.

3:31: 44 PM
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M5. LIDSTER went on to discuss the two other new sections that
woul d fall under the proposed Chapter 48. One would be Article
7, "Consumer Credit Header information", and the other would be
Article 8, "Truncation of Card Information". She explained that
within Article 8 is a description of the limts on a business,
regarding the printing of credit or debit card nunbers and the
type of receipt production. Furthernore, she said Article 8 was
made to "tighten down the printing of your credit or debit card
information." She expl ai ned:

It's added | anguage that states that a person may not

sell a devise that prints nore than the last four
digits of a credit or debit card on a consumer or
mer chant copy. It does provide for an effective date,

and it also renoves the violation of this as a Cass A
m sdeneanor

3:33: 30 PM

REPRESENTATI VE GARDNER referred to the factual declaration of
i nnocence after identity theft and cited the |[|anguage of
[ subsection (a), including paragraph (1)], on page 25,
[ beginning on line 24 through Iine 28], which read as foll ows:

(a) A victim of identity theft may petition the
superior court for a determination that the victimis
factually innocent of a crinme if

(1) the perpetrator of the identity theft
was arrested for, cited for, or convicted of the crime
using the victims identity;

REPRESENTATI VE GARDNER asked WMs. Lidster how the bill would
handle a situation in which the victimof the crine never finds
out who commtted the identity theft.

M5. LIDSTER, in response, referred to page 26, [lines 6-9],
whi ch read as foll ows:

Sec. 45.48.610. Basis for determ nation. A
determi nation of factual innocence under AS 45.48. 600
may be heard and nmde on declarations, affidavits,
police reports, or other nmaterial, relevant, and
reliable information submitted by the parties or
ordered to be made a part of the record by the court.

M5. LIDSTER indicated that the |anguage would cover a situation
in which the perpetrator was never identified.
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3:38: 30 PM

CLYDE "ED' SNFFEN, JR, Senior Assistant Attorney General,
Civil Division (Anchorage), Departnent of Law (DOL), in response
to a question from Representative LeDoux, confirnmed that the
| anguage regarding basis for determnation focuses on having
sonmeone declared factually innocent after identity theft even if
the perpetrator is not convicted but there is evidence to show
that the victim of the identity theft had nothing to do wth
"that crimnal proceeding."

REPRESENTATI VE LeDOUX asked why a perpetrator has to be found if
the identity theft wvictim has already proven his/her |egal
i nnocence.

MR. SNIFFEN said that is an excellent question. He said the
current language of the bill focuses only on a situation in
which there is a perpetrator that the victim has been able to
identify, which results in either an arrest of the perpetrator
or a conplaint being filed against himher. He continued:

And | think what you're suggesting is that, "Wll,
what if you can't even find the guy?" Let's say
you're identity's been stolen and you're having all
these problens - you don't where the guy is. Why
can't we go get sonme relief from the court to show

that, "Hey, this isn't nme; | need to get on with ny
life; declare me factually innocent so | can help
clear this mess up"? And | don't know that the

| anguage in this CS, as currently drafted, addresses
that situation head on.

REPRESENTATI VE LeDOUX confirmed that Version C does not address
t hat i ssue. She asked M. Sniffen if he had any suggestions
regardi ng how to solve this problem

MR. SNIFFEN offered to speak with Anne Carpeneti, [Assistant

Attorney General, Legal Services Section - Juneau, Crim nal
Di vision, Departnent of Law], who has been focusing on this
particular section of the bill, in order to come up with a
sol uti on. He explained that his area of expertise is in civil
law, therefore "the crimnal inplications of this particular

section are lost on ne."
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REPRESENTATI VE LeDOUX asked what manner of problens a person
m ght encounter if he/she has been judged as innocent but 1is
unabl e to show hi s/ her factual innocence.

MR. SN FFEN said sone people have trouble getting creditors to
believe that they are not the identity thief, but are instead
the innocent victimof the identity theft. He stated:

I think this process would allow those victins to
go to the creditor and say, "See, | have a court order
that tells you that | did not do this thing. You need
to discharge ne of the obligation for this debt, and
you need to wite a letter to ny credit reporting

agency telling them that [|I'm not responsible for
this." And | think the ... force of a court order
directing that the victim actually had nothing to do
with it is sonething ... [identity] theft victins

would li ke to see.

REPRESENTATI VE LeDOUX asked M. Sniffen if he envisions that a
person would have to be tried and use identity theft as an
affirmati ve defense. She described another situation in which
"nobody's going to actually get tried, so legal innocence isn't
going to be adjudicated, but they're really having a problem and

they would like to show this." She said she is not certain
whet her or not Article 6 "covers that." She said she inmagines
there are many cases in which a person's identity has been
stolen, yet he/she has not been charged wth a bill. She

expl ai ned that generally, not paying bills is not a crine, but
is acivil action.

MR. SNI FFEN agreed that nost identity theft victins don't get
charged with crines, at least initially; however, he noted that
sonetinmes an identity thief uses a person's nane to "rack up bad
credit" for so long, that that person ends up getting a visit
froma trooper with a warrant for his/her arrest. He renarked
"Before that happens, you would think there would be sonething
that the victinms could do to get assistance to help clear their
nanme. And there may be room in this Article 6 for that to
happen prior to crimnal charges being brought."” He said he
woul d speak with Ms. Carpeneti on that point.

3:45: 02 PM

REPRESENTATI VE NEUMAN asked if the language on page 3 -
regarding the cost of providing notice exceeding $150,000 and
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the affected class of state residents to be notified exceeding
300,000 - would strengthen the intent of the bill.

M5. LIDSTER replied that the 300,000 armount "just shows that
there would be other nethods used to comunicate the breach to
themother than ... just the witten notice." She added:

At that level of $150,000 - if it was going to exceed
that, or exceed 300,000 residents, it would have to be
notifi ed. W did not feel that it weakened the bill,
it was just a reasonabl e nunber.

3:47:02 PM

M5. LIDSTER, in response to Representative Neuman, reiterated
that notice still has to be given by electronic mail or through
the Internet. She nentioned notice through statew de nedia, as
wel | .

REPRESENTATI VE NEUVAN directed attention to page 15, [beginning
on page 29], to the language regarding credit nonitoring. He
asked how a person would go about getting a copy of his/her
personal [credit] information.

M5. LIDSTER said the individual would nmake a request to the
consuner reporting agency. She shared her understanding that
there are web sites available for this. In response to a
foll owup question from Representative Neuman, she offered her
understanding that there are three national agencies: Equi f ax,
TransUni on LLC, and Experi an. She offered further information
related to using the agencies and placing a freeze.

3:52:13 PM

REPRESENTATI VE NEUMAN asked for details regarding a security
freeze.

M5. LIDSTER responded that those details can be found on page

11, [beginning on line 6, through page 12, line 29 of Version
d .
3:53:51 PM

REPRESENTATI VE BUCH directed attention to the |anguage in the
proposed AS 45.48.120 [on page 7, lines 1-11, and noted that the
consuner credit reporting agency would be given a 10-day period
by which to respond to a consuner's request for a security
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freeze. He asked if it would be correct to interpret that
| anguage to nean that the consumer woul d be vul nerable for those
10 days.

M5. LIDSTER confirmed that there would be ten days between the
time a consunmer nmade the request to the tinme he/she received
confirmati on fromthe agency that the freeze was put in place.

3:54: 52 PM

REPRESENTATI VE GARDNER suggested that that could nean the
security freeze is inplenmented inmediately, but it could take
ten days to receive confirmation of it in witing.

MS. LIDSTER confirmed that's correct.

CHAIR OLSON noted that a trenmendous anobunt of research has gone
into HB 65 and into a simlar bill the previous year. He asked,
"How many breaches have we had in Alaska in the last five
years?"

MS. LIDSTER sai d she does not know.

REPRESENTATI VE NEUMAN asked if, in the absence of the bill
becom ng | aw, a person could request a security freeze.

M5. LIDSTER shared her wunderstanding that this is the case
because of the Fair Credit Reporting Act. She noted that a
representative of the Consunmers Union is available to offer
further details.

3:57: 05 PM

GAIL HI LLEBRAND, Senior Attorney, Consuners Union, in response
to Representative Neuman's question, said:

There are 31 states that have passed security freeze

| aws. W've got a policeman in Texas who called up
and tried to get one and he was not able to because
his state provides it only for victinms. ... Qur best

understanding is they're not providing it voluntarily
to people who |ive outside those 31 states.

3:58: 02 PM

REPRESENTATI VE NEUVAN said insurance conpanies have been known
to use a credit reporting system to determne how much they

HOUSE L&C COW TTEE -12- April 20, 2007



charge for insurance. He asked, "Is this where credit scores
could be used in that, and, if so, how would insurance conpanies
wor k around t hat ?"

[Due to technical difficulties, there is no sound recording from
3:58:14 to 4:00:07; that segnent was reconstructed from Gavel to
Gavel ' s recording. ]

CHAIR OLSON offered his belief that that is not addressed by the
bill.

MS. LIDSTER stated that the exceptions to the credit freeze are
| isted, beginning on the bottom of page 13. She stated that she
does not believe an insurance agency would necessarily "fall
into these exceptions.™

4:01: 07 PM

REPRESENTATI VE LES GARA, Alaska State Legislature, joint prine
sponsor, in response to Chair Oson's previous question as to
how many security breaches there have been in Al aska, said there
was one nmajor breach. He called it the "Choice Point
situation,” which occurred in 2005. He relayed that Choice
Point is a division of Equifax. He nentioned an article
pertaining to this occurrence, which appeared in the [Anchorage
Daily News]. He explained that Choice Point accidentally
rel eased the social security and credit information of 140,000
Aneri cans; approximtely 250 of those were Al askans. He said
that is the only national breach he knows of that has been
broken down to show how many Al askans have been affected. Soon
after the breach, Choice Point contacted the California victins
to notify them that their security had been breached, because
unlike Alaska, California has a law requiring conpanies to do
t hat . Al aska victinms were contacted sone nonths |ater. He
stated, "Choice Point's explanation has been: they thought that
maybe the information that was stolen from the Californians

m ght sonmehow nore readily lead to theft of their information
than the information that was taken from Al askans. cee
suppose many people are skeptical of that explanation.”

REPRESENTATI VE BUCH reveal ed that he is a Departnent of Veterans
Affairs (VA) [Hospital] patient. He asked Representative Gara
if he is aware of a nationw de breach of security that occurred
approxi mately ei ght nonths ago, when soneone accessed all the VA
i nformation.

REPRESENTATI VE GARA said he was not aware of that breach
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REPRESENTATI VE GARDNER noted that that information was personal
not "credit," which would explain why Representative Gara had
not heard of it before.

REPRESENTATI VE GARA, in response to Representative Neuman,
reviewed the main provisions of the bill. In response to a
followup question, he said requesting a freeze from the
previously nentioned three main credit agencies wuld be
sufficient to stop credit agencies from giving clearance to any
sale on big ticket itenms wherein the sales person calls for that
cl earance before conpleting the sale. He indicated that it
woul d not stop smaller purchases from occurring. He offered his
understanding that a person's credit card information is not
public information; the first two provisions in the bill address
stolen credit cards.

4:06: 53 PM

REPRESENTATI VE GARDNER asked if a person would have to have a
card stolen before he/she would be able to put a freeze on
hi s/ her account.

REPRESENTATI VE GARA answered no. He said it is at the
di scretion of the card holder whether or not to request that a
freeze be placed on his/her card. He added, "You don't have to
prove anything to place the freeze."

REPRESENTATI VE GARDNER said it seens as though the three major
conpani es make their noney by sharing information with qualified
organi zations. She questioned why people worried about identity
theft would not sinply put a freeze on all their assets to avoid
taking a ri sk.

REPRESENTATI VE GARA shared his wunderstanding that it nay be
possible to do that, but such action mght affect a person's
credit report.

4:09: 50 PM

REPRESENTATI VE GARDNER opi ned:
It seens to ne, if I'm in the business of selling
credit data, | would want to neke sonme Kkind of
clarification as to whether the freeze is triggered by

a consuner directly or by sonething else; because at
some point ... that consuner will take the freeze off
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for whatever reason, and in the interest of having
the data wuseful and valuable, | need to make a
distinction so that other people will buy ny data.

REPRESENTATI VE GARA said he doesn't know that any other entity
can place a freeze on soneone's credit card; therefore, if a
freeze has been placed, then it was done by the owner of the
card.

4:12:15 PM

M5. HI LLEBRAND clarified that a security freeze is designed to
gi ve the individual consuner the choice whether or not to freeze
the file. During the freeze, information in the file remains in
an up-to-date state; therefore, when the consuner |ifts the
freeze, the bureau can still sell information to creditors once
the freeze is lifted. Furthernore, during a freeze, existing
creditors can still access the consuner's file to ensure that
he/she is still a good risk. She explained that the bureau
cannot sell information in a frozen file, which neans the owner
of the frozen file is protected from soneone trying to
i npersonate themin order to access information.

REPRESENTATI VE GARDNER asked Ms. Hildebrand, "Have the credit
reporting agencies fought this kind of legislation in other
pl aces?"

IVS. H LLEBRAND answered that the bureau's response is
"evolving"; it did oppose such legislation in "some of the early
states,” while in other states it seened to be trying to nake it
harder to use, by inposing requirenents such as certified nai

or high fees. She related, "Interestingly, one of the argunents
they're making in sone states is not that many consuners are
using it. W think that's a 'yet' - that when word gets around

about this tool, nore consuners will want to use it."
4:13: 58 PM

M5. HI LLEBRAND, in response to a question from Representative
Neurman, said although a person could acquire his/her own credit
information from a frozen file, it would not be useful for the
purpose of giving it to a car dealer, for exanple. That car
dealer would want to get the information directly from the
bureau to ensure that the consuner has not doctored the file in
sone way. Therefore, if the consuner would have to take an
extra step in requesting a tenporary |ift and identifying how
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from

long the |ife should be or specifically for whom it is being

lifted.

M5. H LLEBRAND, in response to a followup question

Representative Neunman, offered the following hypothetical

exanpl e:
Here's how it works: I"'ma thief. | want to open an
account in your nane. | go to a creditor of ny
choice, but that creditor, in processing ny ... false
application, will go the credit borough to check your
credit. And that's why the credit bureau is kind of a
choke hold on the ... theft system ... The creditor

| choose to inpersonate you at would not go to your
other creditors, they'd just go to the credit bureau.

53 PM

4:15:

REPRESENTATI VE GARDNER asked Ms.

about

Hi | debrand to speak generally

legitimate uses of a person's file that that person has
not directly requested.

M5. HI LLEBRAND r esponded:

Your existing creditors do have a need or may have
perceived a need to review your file on a periodic

basi s. They want to nmake sure that you're as good a
credit risk today as the day they gave you your
nortgage or your car loan or your credit card. And

that is account review, which is specifically exenpted
on page 15 from the operation of the freeze. That's
t he mai n one.

There also is an exenption for a special kind of
agency that deals with people who have their checking
accounts closed because they didn't pay their bad
checks. ... |If your existing creditor is going to
sell your loan to another entity, ... the people who
are buying that whole portfolio of |oans needs to
check up and make sure those are sound |oans, and
that's exenpted, as well.

And then there is an exenption here for what's called,
"pre-screening,” and that's because states cannot
address that under state law - you'd be preenpted if
you do.
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MS H LLEBRAND of fered further details.
4:18: 02 PM

REPRESENTATI VE NEUMAN asked Representative Gara what other
hi ghli ghts he sees in HB 65.

REPRESENTATI VE GARA nentioned "the trade of social security
nunbers provision," which he said has been a strong issue for
many of the other co-sponsors of the bill. He explained that
currently it is legal to sell a social security nunber, and he
opined that it should not be.

4:19: 24 PM
REPRESENTATI VE GARDNER asked Representative Gara to describe the
distinction between how governnment agencies and private

busi nesses are treated in the bill.

REPRESENTATI VE GARA repl i ed:

The first provision, let's say. If the state were to
rel ease your personal information accidentally - if
sonebody were to steal it - they, too, would have to
notify you under this bill. They wouldn't be subject
to the freeze provisions, because the freeze
provisions only apply to those three agencies that
have the information. They would be subject to the
l[imtation of transferring out vyour social security
nunbers. They have to keep your social security

nunbers secure; we would require them to do that.
There is a provision on the safe-keeping of financia
and social security records and the proper disposal of
them when you're in the business of using those
t hi ngs. The state and private entities would be
required to not just take your social security
information and leave it on a trash bin for sonebody
to pick up; they would have to have a disposal policy
and protect the privacy of that information.

.. | guess there's a case that could be made that we
should exenpt the state from many of these things,
but the state is largely included in the bill, to the
same extent as private business. There night be an
exception here or there.
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REPRESENTATI VE NEUVAN asked if it would be advisable for a
person to place a freeze on his/her credit information.

opi ned that such an action would increase personal security,

he asked if it would be "over the top."

He
but

REPRESENTATI VE GARA said, "I think you're going to find a nunber

of

detrinments to yourself if you have a permanent security

freeze on your own credit." He deferred to Ms. Hildebrand for
further coment.

4:22:17 PM

V5. HI LLEBRAND prof f er ed:

\%SS

The freeze is designed precisely for what the

representative described, which is: you don't think
you're going to be seeking new credit; you want the
extra protection. It's kind of Ilike bolting your

front door and now you have to carry two keys. There
is an inconveni ence factor when you decide you're the
one that wants to get new credit in your own nane; you
have to go and |lift the freeze - but you do have a
nmethod to do that. W think it's particularly
appropriate for people who are mature in the credit
mar ket : they're either not in the housing market or
t hey already have a house; they naybe are not going to
be buying a car for the next few years; |ike nost of
us, they have enough or too many credit cards. It's
probably less likely that ... a recent college
graduate is going to want to place the freeze if they
are kind of in that acquisition stage of their life
in terns of credit. For seniors it can be
particularly valuable if there's an issue of
conpetency, and if you're caring for an aging senior,
you mght very well want to put that freeze on just so
you don't have to worry about whether they are going
to respond properly to the danger signals if soneone
has opened an account in their nane. So, it's a
hi ghly personal choi ce.

HI LLEBRAND concluded that [a freeze] offers the

nmost

protection, but requires an extra step in order to access the
credit again.

4:23:38 PM
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REPRESENTATI VE LeDOUX asked what would happen if a person waits
a couple years to |lift a freeze and by then has forgotten
hi s/ her password.

M5. HI LLEBRAND replied that the person would have to contact the
bureau, and that process would take |onger, because the bureau
woul d have to confirmthe identity of that person

REPRESENTATI VE = GARA, in response to a question from
Representative Gardner, said he has spoken with M. Sniffen of
the Departnent of Law, regarding liability issues for the state.
He said there is a fine provision in the bill, and he surm sed
that the state could be fined for its own msconduct and "in
sone sense it would be paying itself.” He said M. Sniffen
recommended that the bill sponsors address that portion of the
bill. Regardi ng damages that the state may cause sonmeone el se

Representative Gara said he thinks that is sonething for which
the state should be |iable.

4:25: 50 PM

REPRESENTATI VE GARA, in response to a request from
Representative Gardner, noted that the definition of "persona

information” is on pages 5-6 of Version C, and includes nane,

address, or tel ephone nunber, plus one or nore of the follow ng:

soci al security nunber, driver's license, financial infornmation,

or financial access codes.

4:29:34 PM

MR. SNIFFEN said he is involved in educating Al askans regarding
identity theft, and he appreciates these issues being brought to
the forefront through proposed |egislation. He continued:

The issues that we have with the bill ... deal wth
the state's exposure to liability for inadvertent
breaches. And the one provision in particular that we
have concern about is in [the proposed AS] 45.48. 480,
and that's in the social security nunber section.
There's a provision there that essentially says the

state could be liable to a consunmer who suffers no
damages - which is different than the scenario
Representative Gara described - ... but still can get

$5,000 from the state, because the provision says an
action may be brought against the state to recover
actual danmages or $5, 000, whichever is greater.
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So, imagi ne an inadvertent breach by a clerk who makes
$8/ hour in sone agency in the State of Al aska, and
nunbers get out to 300,000 people. The exposure to
the state for that kind of liability is just enornous,
and it's just not necessary, because | don't know how
that would help further the goals of the bill. State
agencies are going to <continue their efforts to
protect this information [and] do what they can to
keep it confidential.

The provisions in the bill wunder Section 1, dealing
with security breaches, we have no issues wth.
There's a reasonable cap on potential danages to the
state there - that's fine. And |I'm not necessarily
opposed to letting consunmers who suffer actual damages
bring clains against the state like they could any
other tort. But providing for this $5,000 sort of
automatic damage is just a lure for a class action
plaintiff to find sone breach and really create sone
significant liability against the state. So, we would
encourage the conmttee to take a I|ook at those
l[iability provisions and decide if it's good state
policy to have the state exposed to that kind of
liability.

4:32:21 PM

REPRESENTATI VE GARDNER spoke of a docunent that is sent to the
Depart ment of Labor by enployers when they hire enpl oyees, which
enables the Departnent of Labor to garnish child support
paynments from the appropriate enployees. She noted that
currently, the Minicipality of Anchorage is enbroiled in a
di spute with the Departnent of Labor, because it wants access to
that data in order to collect other types of judgnents - for
exanple, unpaid [traffic citations]. She asked M. Sniffen if
he is famliar with the situation.

MR. SN FFEN answer ed no.
4:34: 02 PM

LORI DAVEY, Pr esi dent , Mbtznik Information Services, | nc,
testified as foll ows:

|"mtestifying today in favor of HB 65, along with the

request to anmend the bill to reauthorize access to the
PFD [permanent fund dividend] file for legitimte
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busi ness purposes. House Bill 65 finally defines what
constitutes personal information and the |egal
recourse for those who are negligently careless or
crimnally intent on misusing a person's information

A person's nanme, address, date of birth, and phone
nunber alone is not considered personal information.
From the PFD file we've only ever had the address and
t he nanme of individuals.

W find ourselves today in juxtaposition between
maki ng sure people's personal information is protected
and ensuring citizens can go about their nornal
busi ness of enploynent, buying a home, and banking, as
well as offering renedy to those who have had their
identity fraudulently or mstakenly crossed wth
anot her's.

Victins of identity theft or mnmistaken identity have
little resources to differentiate thenselves from
crimnals or other individuals. When | purchased
Mot zni k Information Services four years ago, ny bank
docunents had a lien against the other Lori J. Davey's
coffee shop in dennallen, and | was born in
d ennal | en. | was able to prove by our public voter
records and our PFD records and hunting and fishing
records that we were not the sane person. It would be
harder to do that today. It's fortunate for ny famly
and ny enployees that the other Lori Davey doesn't
have a crimnal record or a bankruptcy record.

During ny February visit to Juneau, | believe it was
in Representative Oson's office that a staff person
told me about a Kenai resident who erroneously had his
PFD check garnished to pay a debt for another resident
with a simlar nane.

It's normal practice for enployers and creditors to

run background checks on individuals. The Al aska
crimnal file has the identifier's nane and date of
birth in it. W use a series of public files to

cross-reference and differentiate individuals wth
comon nanmes to conpare to the records in the civil
crimnal, bankruptcy, and Recorder's Ofice files.
The best match [is] when you can corroborate a nane
and a date of birth.
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As you may recall, we lost access to the PFD file in

2005. | was told by then Senator Guess that this
woul d be corrected for us in the next session, but it
was not. Wen we lost this file, we lost the best
source for a conprehensive list of all Al askans.
It's now very difficult to differentiate crimnals
from non-crimnals with comobn nanes. Crimnals do
not necessarily vote, register their vehi cl es,
purchase hunting and fishing |licenses, or own property
- but they do get a PFD check. This is about

accountability and ensuring the average Al aska citizen
mai ntai ns their personal rights in society.

Reaut horizing access to the PFD file in a limted
format will ensure records are properly matched to the
i ndividual, and you'll have the bal ance necessary for

the innocent John Doe to prove he is not the sane
person as the crimnal.

|"ve been working with Representative Ranras to create
an anmendnment to reauthorize limted access to the PFD
file for legitimte business purposes by nodeling the
DW [Division of Mdtor Vehicles] exenptions and the
"do-not-call" exenptions as a gui de.

As an industry, we already maintain a separate
classification of access for the confidential DW
file, and [the] limted access PFD file would have to
be handl ed in nmuch the sane way.

M5. DAVEY concluded by referring to an anmendnent to HB 65 that
would "correct the past mstakes by reauthorizing access to
[the] PFD file for legitimte purposes,” thus allow ng those
with simlar nanes to be identified accurately.

4:37:45 PM

M5. DAVEY, 1in response to a question from Representative
Gardner, confirmed that the information she would |i ke access to
through the PFD files is: name, address, and date of birth. In

response to Representative Neunman, she clarified that the
af orenenti oned anendnent has not been introduced, "but it's one
t hat we've been working on."

4:38:31 PM

HOUSE L&C COW TTEE -22- April 20, 2007



M5. HI LLEBRAND augnented her original remarks by noting that the
Consuners Union is the nonprofit publisher of Consumer Reports.
She stated, "Qur mssion's to test, inform and protect, and |I'm
with the protect portion of our organization.” She said [the
Consunmers Union] supports HB 65 as a "solid, well-balanced
bill."

4:38: 50 PM

JACK KREI NHEDER, Chief Analyst, Ofice of Managenent & Budget
(OwB), Ofice of the Governor, noted that he had prepared the
fiscal note for HB 65. In response to Chair dson, he stated
that based on his review of Version C, there would be no change
in the fiscal note. The reason, he explained, is that Version C
woul d not change t he aforenentioned penalty provision.

4:40: 37 PM

ANNE CARPENETI, Assistant Attorney GCeneral, Legal Services
Section - Juneau, Crimnal Division, Departnment of Law (DOL), in
response to Representative Gardner's previous question regarding
the dispute of the Minicipality of Anchorage, said she cannot
answer whether or not the proposed |egislation would prohibit
that kind of exchange of information from state to nunicipality.
She expl ai ned that her focus on the bill has been on Article 6.

REPRESENTATI VE  LeDQUX, referring to Article 6 and the
decl aration of factual innocence, asked what would happen if the
perpetrator is never found. She questioned why sonmeone who is
i nnocent woul d not have any recourse.

[ CHAIR OLSON turned the gavel over to Vice Chair Neuman. ]

M5. CARPENETI interpreted the proposed AS 45.48.600 as not
addressing that particular situation. She asked Representative
LeDoux if she could use a particular incident as an exanple.

REPRESENTATI VE LeDOUX clarified that she is talking about
someone who has had his/her identity stolen, whose credit rating
is "all screwed up."

M5. CARPENETI said she is unclear as to how Article 6 would
function. She said:

The way it's drafted now, | think it requires that the

thief who took the identity would have to have
some connection with the crimnal justice system
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M5. CARPENETI referred to |anguage in the original bill version
[which is found in Version C, on page 25, lines 24-31, through
page 26, line 1, and which read as foll ows]:

Sec. 45. 48. 600. Factual declaration of innocence
after identity theft. (a) A victim of identity theft
may petition the superior court for a determ nation
that the victimis factually innocent of a crine if

(1) the perpetrator of the identity theft
was arrested for, cited for, or convicted of the crine
using the victims identity;

(2) a crimnal conplaint was filed against
the perpetrator of the identity theft;

(3) the wvictims identity was mstakenly
associated wth a record of a conviction for a crine.

M5. CARPENETI noted that there is no use of the word "or" or
"and" between [paragraphs (1), (2), and (3)]. She said she
thi nks the word "or" should be there [between paragraphs (2) and

(3)].

REPRESENTATI VE GARA confirmed that is correct. He added, "And
therefore you could get a factual declaration of innocence, even
if they didn't find the perpetrator, as long as the court
determned that the victins identity was m staken and that they
were not the thief." He clarified that the word "or" should
appear after "theft;" on page 25, line 30, of Version C

REPRESENTATI VE LeDOUX pr of f er ed:

Suppose it's just some poor guy, as it wusually is.
He's got his «credit report screwed up, because
sonebody has stolen his identity. Wiy does sonebody
have had to have been convicted of a crime or [had a]
crimnal conplaint filed against him or anything |ike
that? Wiy don't we just |let these people prove that
they are factually innocent?

4:47: 28 PM

MS. CARPENETI responded as foll ows:
That may be a procedure that you would want to
consider, but this particular procedure deals with how

a person would approach ... a situation where the
identity theft has been convicted and there's a record
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of the conviction. | think you m ght be tal king about
anot her procedure to ... get vyour credit report
cleared, even if there's no conviction or any crim nal
activity that you can prove.

REPRESENTATI VE LeDOUX asked, "Wiy wouldn't we have it all in one
fell swoop ...?"

REPRESENTATI VE GARA said this provision is in other states'

bills, which is why he cannot explain the policy call. However,
he suggested asking M. Hildebrand for an explanation. He
conti nued:

The one thing I do know is ... these are the kinds of

m stakes that you can go to a court in a sumary
fashion, with affidavits [and] paperwrk and get a
very quick order on. ... These are issues of

m staken conviction [and] m staken identity, and you
want to clear your name up very quickly. You can do
that on a form from the court or you can do it wth
affidavits, and this is a procedure to cone up wth
that very quick decl aration

You're talking about a nuch nore conplex situation
which mght also occur, where sonehow your nanme has
been associated with a crimnal act - mybe sonehow
the credit reporting agency has found out about it,
[and] they haven't found the perpetrator - and | don't
know what the procedure would be for something |ike
t hat .

REPRESENTATI VE LeDOUX said she thought the initial discussion of
the bill indicated that its intent was to nake it possible for
sonmeone to clear his/her name when his/her credit report is
sull i ed by soneone el se.

4:50: 16 PM

REPRESENTATI VE GARA asked Ms. Hildebrand if she would confirm
whether there is already a procedure that exists for a person to
clear up his/her credit report and how that is distinct fromthe
proposed provi sion.

MS. HI LLEBRAND st at ed:

This was copied from a nunber of other state laws; it
deals with a very specific type of identity theft
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called, "crimnal identity theft." This is where it's
not just that the person may or nmay not have opened
accounts in your nane; the person's arrested for a
crinme and gives your nanme instead of their own. Your
name goes into an arrest database, a warrant database,
perhaps, and the next tinme you have a traffic
vi ol ation you spend the night in jail.

MS. HI LLEBRAND indicated that [Article 6] was designed not to

deal with all kinds of identity theft or all the problens
relating to civil identity theft, but to address the situation
outlined in [paragraph (1), text provided previously]. She
conti nued:

There are two individuals; there's a real cring;
there's a real crimmnal; but that crimnal has given
an innocent person's nane. And the idea here is for
the innocent person, in that situation, to go to court

and show quickly, "This is me; |I'mnot the crook; give
me a piece of paper so | don't have to spend the night
in jail every time | get pulled over." And that's

what this is designed for, and that's why it's so
narromy tied to the crimnal system

M5. HILLEBRAND, in response to Representative Gara, confirned
that the word missing after "theft;", on page 25, line 30, is
"or "

[ VICE CHAI R NEUMAN returned the gavel to Chair O son.]

4:52:15 PM

CHAI R OLSON cl osed public testinony.

CHAI R OLSON announced that HB 65 was heard and hel d.

HB 163- PROPERTY FORECLOSURES AND EXECUTI ONS

5:52:52 PM

CHAI R OLSON announced that the |ast order of business would be
HOUSE BILL NO 163, "An Act relating to real property
f orecl osures, executions, and deeds of trust."”

4:53:31 PM
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REPRESENTATI VE NEUVAN noved to adopt the conmittee substitute
(CS) for HB 163, Version 25-LS0630\M Bannister, 3/27/07, as the
wor ki ng docunent. There being no objection, Version M was
before the comm ttee.

4:54:16 PM

STEPHEN D. ROUTH, Attorney at Law, Routh Crabtree, told the
commttee that he is present at the neeting out of concern
regarding "the wall of foreclosures that is hitting the Wstern
States now and will be comng to Al aska." He indicated that
Routh Crabtree was involved in finding inprovenents to the
current nonjudicial foreclosure procedure in Alaska, and that
i nvol venent resulted in the proposed |egislation. He said the
focus for inprovenent includes nmaking the process |ess prone to
l[itigation and fairer to borrowers, lenders, and title insurers.

4:55:28 PM
REPRESENTATI VE RAMRAS said of the three aforenentioned classes,
borrowers are t he nost vul ner abl e, and he request ed
clarification regarding how the bill woul d benefit the
borrowers.

CHAIR OLSON said he would like to first hear an overview of the
entire bill.

4:56: 58 PM

MR. ROUTH expl ai ned that the nonjudicial process is one whereby
real estate can be taken back wthout litigation if paynents are

not being made on it. He relayed that it is inmportant to be
careful with notices and the inpact on others, because there is
no judge involved in the process. One current |aw regarding

[the sal e of personal property] is that a notice nust be posted
in three public places and one posting nust be in a post office.
He said HB 163 proposes to delete the post office requirenent,
because to date, two post office stations in Al aska have banned
the posting of public notices. The requirement for the three
postings would still exist, but one of them would no |onger be
t he post offi ce.

MR. ROUTH directed attention to Section 2 of the bill. He
stated that the last thing on earth a financial institution
wants is a foreclosure, but if one nust happen, the best thing
that can happen for a borrower is that the property sells at the
foreclosure auction to a third party with the noney to pay for
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the property. He explained that the third party will pay nore

than the bank is owed, and the borrower typically will get the
extra noney. He said it is a noral and legal obligation to
maxi m ze the amount of a bid, and putting that information out
on the Internet is the best way to do that. He expl ai ned t hat
the nost sophisticated marketers of real estate are real estate
brokers, and people get information about them and about
properties on the Internet. He added, "W're the nost enabled

state on the web in the nation, so it's a natural for us to have
a requirenent that if you have a foreclosure, you have to put it
on the web, as well as [list it in] traditional publication and
newspapers. " He said newspaper listings are not highly read,
not attractive, and are full of |l|egal jargon. He offered
further details.

5:01: 48 PM

REPRESENTATI VE NEUMAN asked if a person who carried his/her own
papers on a property and sold it to sonmeone who didn't nake the
paynments would be required to post that information on the
| nt er net.

MR. ROUTH replied yes. He continued:

Just like you are [required] to post in a newspaper:
same requirenments; sane kind of safeguards. And j ust
like with the newspaper, the way that would work in
practice is: the title insurance conpanies who insure
the foreclosure process by issuing a trustee sale
guaranty ... wll give you a list of web sites, just
i ke they do newspapers, and say, "You have to publish
on one of these web sites and one of these papers.”

MR. ROUTH, in response to a question from Representative LeDoux,
confirmed that in a nonjudicial foreclosure, the debt "goes
away. " In response to a followup question related to his
previ ous comment that a third party will pay nore than the bank
is owed, noted the only exception would be if there are other
liens. Typically, he said, there is one bank and one borrower,
t hus the borrower "gets the check at the end."

MR. ROUTH turned to Section 4, regarding tinelines for
rei nstatenents, which he said would change the notation of tine
[on page 3, lines 15-16 of Version M from "[ THREE MONTHS]" to

90 days". He explained that since not all nonths have the sane
nunber of days, saying three nonths is anbiguous. Section b5,

regarding nmailing requirenents, he said cleans up the |anguage
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to clarify who gets the witten notice. Section 6, he noted

carries on that clarification and addresses how lien claimnts
can participate, thus reducing the need for litigation. [Due to
technical difficulties, there is no sound recording from 5:04: 47
PM to 5:05:18 PM that segnent was reconstructed from Gavel to
Gavel's recording.] ... Section 7 says the trustee who conducts
the sale in the process can accept bids other than by standing
on the courthouse steps.

MR ROUTH returned to Section 6, which addresses posting
requi renents, what happens if the borrower is deceased, and how
to restrain a sale. He continued:

If the borrower's deceased right now, what happens is
you end up going to a probate naster and trying to get
a ... special naster appointed. The probate nasters
are objecting to doing this now. So, we're suggesting
that we give notice there's a deceased borrower in a
special way that results in nore notice to the heirs
than they would get if you went to the probate court.
It actually is better for the borrowers.

5:06: 42 PM
Keep in mnd that if there's expense in this process,
the nore cunbersone the process becones. If there is
a reinstatenent of the loan by the borrower, it just

drives the cost up. So, if you' re foreclosing and you
have to go to probate court and get an order, that
process costs $5,000; the borrower wants to reinstate
the loan - his reinstatenment cost just went up $5, 000.
So, the less we spend, the less litigation in the
process, the nore we allow the borrower to get out of
the box if they're able to do so.

MR. ROUTH, returning to Section 7, said it wuld allow a trustee

to accept bids via the Internet, telephone, e-nail. He said

"W can probably do it now, this just clarifies we can do it"
and would create a better, wder market. Section 8 discusses
who nmay conduct a sale, while Section 9 discusses how to
post pone a sale. Section 10 addresses how cash proceeds of a
sale are divided. Sections 11 and 12 deal with substitution of
a trustee and are both housekeepi ng neasures. Section 13, he

outlined, would require that those who handle the vast suns of
money related to a foreclosure process are bonded for the
protection of borrowers and institutions.
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5:08:24 PM

REPRESENTATI VE RAMRAS asked M. Routh why he is "pushing this
| egi sl ation."

MR. ROUTH expl ai ned that he has been doing this kind of work for
25 years, and has seen the bad results of litigation and the
noney and time spent in court. He said foreclosures "hit"
Al aska back in the 80s, and he offered his belief that at that
time, Alaska rated the highest in delinquency ratios in the
nation for awhile. He warned that a "wall of foreclosures" is
on its way once nore. Al ready, Texas is experiencing 8-10,000
foreclosures a nonth, while California is seeing approximtely
6, 000 foreclosures each nonth. M. Routh opined that Al aska
should ready itself and nake the nmarket "a little bit better for
borrowers,"” so that "we don't have a bunch of property that goes
back to banks, but gets back in the community for people who
want to buy it at auction, and the process is less litigation
prone."

5:09:32 PM

MR. ROUTH, in response to a question from Representative Buch,
explained a cause of the foreclosures is "teaser rate" |oans
wi th subsequent rate increases to the point where "the paynent
gets behind the neans.™

REPRESENTATI VE BUCH said he heard from a constituent on this
matter, and he expressed interest in finding a solution to this
probl em t hrough | egi sl ati on.

REPRESENTATI VE RAMRAS asked if the passage of HB 163 would
benefit M. Routh or his firmin any fashion.

MR. ROUTH replied that this would reduce litigation done by his
firm He continued:

The foreclosure piece doesn't nmake any difference;
we'll do that either way. That's [an] easy to fix,
fee-type event. The web site piece: we, |ike every
trustee and attorney that does this, have web sites

VWhether we qualify or not for this web site
requirenent, | don't know, we have not anal yzed t hem

5:11: 39 PM

CHAI R OLSON asked if anyone has expressed opposition to HB 163.
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REPRESENTATI VE RAMRAS answered no. He said M. Routh appears to
be working on the proposed |egislation for "the greater good of
the process of disposing of distressed real estate.”" He said he
likes to "identify vulnerable subsets in our communities,"” and
in this case, honmeowner borrowers are that vulnerable subset.
He noted that concurrent legislation is being carried in the
Senat e.

REPRESENTATI VE NEUVMAN asked M. Routh if he anticipates there
would be any increase in costs of real estate transactions
shoul d HB 163 be enact ed.

MR. ROUTH replied no, not in the normal buy/sell transaction of
house buying. The only area in which he said he could foresee a
mnor cost increase mght be in the cost of "flopping the

property on the Internet.” However, with all the conpetition
and sites available on the Internet, he said he suspects that
woul d not anobunt to nuch. He pointed out that the drop in

litigation fees would nean | ess noney spent.
5:15:48 PM

[Due to technical difficulties, there is no sound recording from
5:16:14 PM to 5:17:17 PM that segnment was reconstructed from
Gavel to Gavel's recording.]

MR. ROQUTH, in response to a coment nmade by Representative
Ranras, reviewed once nore how the use of the Internet would
expand awareness of available properties up for bid and, thus,
result in a wn/win situation for both the borrower and the
bi dder .

CHAIR OLSON asked if there was anyone else who wshed to
testify. [No one responded.]

5:16:49 PM

REPRESENTATI VE LeDOUX noved to report CSHB 163, Version 25-
LS0630\M Bannister, 3/27/07, out of commttee wth individual
recommendati ons and the acconpanying fiscal notes. There being
no objection, CSHB 163(L&C).

ADJ QURNVENT
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There being no further business before the commttee, the House
Labor and Commerce Standing Conmttee neeting was adjourned at
5:17:17 PM
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