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VEMBERS PRESENT

Senator Johnny Ellis, Chair
Senator Bettye Davis
Senat or Lyman Hof f man

VEMBERS ABSENT

Senator Gary Stevens, Vice Chair
Senat or Con Bunde

COWM TTEE CALENDAR

CS FOR HOUSE JO NT RESOLUTI ON NO. 8(L&C) am

Qpposing the enactnent by the Washington State Legislature of a

bill proposing to inpose a fee on the processing of shipping

containers in the State of Washington because of the negative

i mpact of the fee on the people and the econony of this state.
MOVED CSHIR 8(L&C) am OUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 2

Opposing the enactnent by the Washington State Legislature of a

bill proposing to inpose a fee on the processing of shipping

containers in the State of Washington because of the negative

i npact of the fee on the people and the econony of this state.
SCHEDULED BUT NOT HEARD

BRI EFI NG | DENTI TY THEFT | SSUES
PREVI QUS COW TTEE ACTI ON
BILL: HIR 8

SHORT TITLE: WASHI NGTON CONTAI NER FEE
SPONSOR(s) : REPRESENTATI VE(s) THOVAS

02/ 07/ 07 (H READ THE FI RST TI ME - REFERRALS

02/ 07/ 07 (H TRA, L&C

02/ 15/ 07 (H TRA AT 1:30 PM CAPI TOL 17

02/ 15/ 07 (H Moved CSHIR 8(TRA) Qut of Conmittee
02/ 15/ 07 (H M NUTE( TRA)

02/ 16/ 07 (H L&C AT 3: 00 PM CAPI TOL 17

02/ 16/ 07 (H <Bill Hearing Rescheduled to 02/19/07>
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KOHRI NG,  SALMON,

Moved CSHIR 8(L&C) Qut of Conmittee

RAVRAS, NEUMAN,

REFERRALS

02/ 19/ 07 (H) TRA RPT CS(TRA) 5DP

02/ 19/ 07 (H) DP:  DOOGAN, JOHNSON,
NEUMAN

02/ 19/ 07 (H) L&C AT 3: 00 PM CAPI TOL 17

02/ 19/ 07 (H)

02/ 19/ 07 (H) M NUTE( L&C)

02/ 21/ 07 (H) L&C RPT CS(L&C) 6DP

02/ 21/ 07 (H) DP:  BUCH  GATTO
LEDOUX, OLSON

02/ 21/ 07 (H) TRANSM TTED TO (S)

02/ 21/ 07 (H) VERSI ON: CSHIR 8(L&C) AM

02/ 21/ 07 (S) READ THE FIRST TIME -

02/ 21/ 07 (S) L&C

02/ 22/ 07 (S) L&C AT 1:30 PM BELTZ 211

W TNESS REG STER

REPRESENTATI VE BI LL THOVAS

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Sponsor of HIR 8.

EVERETT BI LLI NGSLY
Li nden Conpani es
PCSI TI ON STATEMENT: Supported HIR 8.

ED SNI FFEN, Assistant Attorney Ceneral
G vil Division

Departnent of Law

PO Box 110300

Juneau, AK 99811-0300

POSI TI ON STATEMENT: Presented overview on state identity theft.

GAYLE H LDEBRAND
Consuner's Uni on

POSI TI ON STATEMENT: Commented on identity theft

PAT LUBY, Advocacy Director
AARP

PCSI TI ON STATEMENT: Conmented on identity theft

ANN SEACREST
AARP

PCOSI TI ON STATEMENT: Commented on identity theft

STEVE CLEARY, Executive Director

Al aska Public Interest Research G oup (AKPIRG
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PCSI TI ON STATEMENT: Conmented on identity theft issues.
ACTI ON NARRATI VE

CHAI R JOHNNY ELLIS called the Senate Labor and Comrerce Standing
Committee neeting to order at 1:37:00 PM Present at the call to
order were Senators Hoffman and Ellis. The chair said that
Senator Davis would arrive nmonmentarily and that the conmittee
woul d not be taking up SIR 2.

CSHIR 8(L&C) AM WASHI NGTON CONTAI NER FEE

CHAIR ELLIS announced CSHIR 8(L&C AM to be up for
consi derati on.

REPRESENTATI VE BI LL THOVAS, sponsor of HIR 8, related that the
Washi ngton | egislature has introduced SB 5207 that proposes to
levy a $50 tax on 20 ft. vans and a $100 tax on 40 ft. vans

| eaving from and going into Washington. This wll represents a
10 percent increase in freight cost of shipping goods to Al aska
— a $40 million to $50 mllion increase. He said that 97 percent

of goods that cone to Alaska conme in container vans from
Washi ngt on.

1: 40: 53 PM
SENATOR DAVI S arri ved.

REPRESENTATI VE THOVAS said that the state of Wshington is
targeting Japanese and Chinese exports and Alaska freight is

incidental. He hoped to get this resolution through the
legislature in tine to keep the bill from being passed in
Washi ngton. His district consists of primarily fishernmen and its
rel at ed processi ng facilities, SO this woul d be a

di sproportionate increase for them The cost of noving fuel to
Interior Alaska would increase as well.

He related that Al aska can take credit for about 103,500 jobs in
Washington and brings in about $4 billion worth of products
through its ports.

1:43: 28 PM

EVERETT BI LLI NGSLY, Linden Conpanies, said he strongly supported
HIR 8. Linden is also actively working with the Wshington
| egislature to make sure this issue doesn't go anywhere. He said
the goal of the tax was to get nobney to inprove Wshington
infrastructure and to tax the large container |lines bringing
massi ve quantities of cargo in to the US from Asia. The inpact
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on Alaska was an unintended consequence. Alaskans have few
alternatives to using Wshington ports and because nost

containers return from Al aska enpty, the tax wll effectively
double on a typical Alaska Marine Lines (AM.) container. He said
that last year Linden Transport and AM. together noved

approxi mately 124,000 20-foot containers between Alaska and
Washington. This tax would have resulted in nore than $6.2
mllion in additional costs for shipping custoners.

He also nentioned that the sponsor is coordinating this bill
with another one in California and that Hawaii is also
considering simlar legislation. Last year it did pass the
California legislature, but Governor Schwarzenegger vetoed it.
He m ght not be able to do it again.

1:46:42 PM
CHAIR ELLIS closed the public hearing and pointed out a zero
fiscal note and said that no one had cone forward with any
amendnent s.

1:47:22 PM

SENATOR DAVI S nmoved to pass CSHIR 8(L&C) am from conmittee with
i ndi vi dual recomendations and zero fiscal note. There were no
objections and it was so ordered.

BRI EFI NG ldentity Theft

CHAIR ELLIS announced that the commttee would next take up the
hearing on identify theft.

ED SN FFEN, Assi st ant Attorney Ceneral, G vil Di vi si on,
Department of Law (DOL), said his duties include the enforcenent
of Al aska consuner protection and anti-trust statutes. He
related background on identity theft issues in Al aska and how
his office deals with them He said that ID theft is primarily
prosecuted under crimnal statutes and, if sonmeone is caught, he
is sent to the Crimnal Division for prosecution. Unfortunately,
while Al aska doesn’'t have many of those, it has a |lot of
Al askans being preyed upon by thieves from outside the state.
But it is difficult to go outside of our borders to catch and
prosecute these situations. A lot of consuners are referred to
the Federal Trade Commssion (FTC), which is the federal
authority with the primary responsibility for nonitoring and
prosecuting these things on a national |evel.
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In Alaska, identity theft is the nunber one reported consumer
fraud to the FTC in 2006. An alarmng nunber of people were
victinms of identity theft and it will probably get worse.

MR. SNl FFEN suggested the state think about ways to nmake it
easier for victinms to undo the harm that has been done to them
and nake it nore difficult for identify thieves to get a hold of
the types of personal information they need to have to commt
this crinme. He related that Congress has been dealing wth
proposed national identity theft legislation, but it hasn’t nade
a lot of progress. Qther states have enacted |egislation ained
at stopping the dissem nation of personal infornmation as well.

1:51: 35 PM

MR. SNI FFEN acknow edged that a way to identify people is needed
and that historically social security nunbers have been used for
that. Protecting those nunbers would be a good start to cut down
on identity theft, but another number would need to be used. He
urged people to guard their personal information and to perhaps
help victims by making it a little easier for them to repair
their credit reports.

1:52:40 PM
MR. SNI FFEN of fered to answer questions.

CHAIR ELLIS said he appreciated his conmtnment to consuner
protection over the years and he knows that his departnment has
been under-funded. He asked what he knew about a large identity
theft ring around North Pole.

MR. SNIFFEN said he didn't know how that had turned out, but
efforts are continuing to help those folks.

CHAI R ELLIS asked about the status of the federal |egislation on
this issue.

MR SNIFFEN replied that he had worked on legislation for
Senator Stevens, but he didn't know what happened to it.
Congress m ght have a proposal within a couple of years.

1:54: 56 PM

GAYLE HI LDEBRAND, Consuner's Union, said the Union is a non-
profit organization that publishes consumer reports. Its mssion
is to test, inform and protect and she is with the protect part
of the organization. She wanted to share with them information
about the scope and cost of identify theft and to talk about
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three approaches in the legislation before them that will help
to reduce it.

She said between 8.4 nmillion and 10 mllion Anericans becone
victimzed by this crime every year; that’'s 16 — 19 new victins
every mnute. The federal governnent estimates the cost to
busi ness and consunmers to be about $52 billion a year; nore
recent industry studies indicate about $49 billion a year. This
doesn’t take into account famly stress and the social cost.
Recent reports out of Oegon, Washington and Al berta, Canada,
link identity theft to nethanphetam ne use.

One of the two main types of identity theft and one that is nost
difficult to discover is new account fraud, which accounts for
about 30 percent of fraud. It takes about three times |onger to
di scover and about twice as many hours for the consuner to fix
it. New account fraud involves a real consuner’s nane, a real
social security nunber, and a fake address with the thief’s
address. It is facilitated by a conprom sed social security
nunmber and a credit reporting system that wll okay people as
good credit risks based on essentially just the nane and the
soci al security nunber.

The other type of identity theft is existing account identity
theft, sonetinmes called account takeover. This can range from a
si npl e unaut hori zed charge on a person’s credit card all the way
up to a stolen debit card nunber and even draining of bank
accounts.

1:57: 04 PM

M5. HI LDEBRAND said three approaches can help reduce these forns
of identity theft. The first two are directed to the social
security nunber and new account frauds. Once a social security
nunmber (SSN) has been stolen, 26 states make it harder to turn
it into cash through a security freeze. This doesn't stop the
stealing of the SSN, but it stops the issuance of new credit,
new cell phone or whatever based on soneone pretending to be
you.

She enphasized that the SSN is financial front door for
i ndividuals, but the security freeze is a dead bolt. An
i ndi vi dual can choose to put that extra security on his file and
the credit bureau will give hima PIN or password to access it.
The person uses that extra lock to use his own credit.

The second nmajor area for reducing new account identity theft is
to reduce the proliferation of SSNs in all records both private
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and public. She said the neasures before commttees include
reduction in the collection of SSNs and Al aska would be one of
the first states to do that. It also has provisions that do many
things they have been recomending to get the SSN out of the
mai | box, out of the wallet, off the Internet, out of the
mar ket pl ace for sale and out of the trash can.

In addition to reducing the collection and sale of SSNs, it’'s
i nportant when sensitive information is conpromsed, that the
victim has a chance to find out about it. One thing they have
learned is that no matter how careful you are about your own
personal mail and records, your information can be stolen from
soneone el se. Many  of the measures include notice to
constituents that there has been a breach. Wen a breach has
been noticed, a constituent can do a few things to hel p protect
himsel f. He can choose to place the freeze, he can choose to
exercise federal rights that are not as strong as the freeze but
are available now, he may choose to change his pins or account
nunbers depending on what was taken and he can choose to read
his statenents nore carefully. The sooner identity theft is
di scovered, the better chance a person has of stanping it out
with less tine and | ess headache.

2:00: 39 PM

CHAIR ELLIS clarified that there was no specific legislation
relating to this issue now, but sonme would probably be
forthcomng. He said he had heard of identity breaches from
governnment sources as well as the private sector and asked if
she had a sense what proportion that woul d be.

M5. HI LDEBRAND replied that both are sources as well as
universities, both public and private. The Privacy R ghts

Cl eari nghouse at privacyrights.org nmaintains a running |ist
containing a summary of each of the breaches over the last two
years. It has resulted in about 109 mllion records being
conprom sed. The two l|argest were the Veterans Adm nistration
with 26 mllion records and the other was card systens
consisting of 40 mllion credit and debit card nunbers. The

problemis comng from both governnent and private.

CHAIR ELLIS asked if she was recommending that |egislation
shoul d be witten addressing both facets.

M5. HI LDEBRAND replied yes, particularly focusing on notice of
breaches and standards for when an SSN can be asked for.
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CHAIR ELLIS asked if any approaches sound good, but are dead
ends.

M5. HI LDEBRAND answered yes. Wen |ooking at the notice of
breach issue, sonme folks don't want to require notice until it’s
known the breach caused harm However, the problem with that
approach is that in nobst cases when there is a breach in a
tinmely fashion no one is going to know what the risk of harmis.
It is a huge debate being waged in other states and Congress.
She recomends when there isn’'t enough information about the
breach to tell the consunmer so he can make his own choi ce about
what to do.

2:04:10 PM

CHAIR ELLIS said California passed an identity theft law with a
provision in it that let a nunber of Al askans know they had been
the subject of identity theft from a private clearing house of
information. That spurred interest in this issue.

PAT LUBY, Advocacy Director, AARP, added when an older victim
suffers from identity theft, research indicates it not only
causes psychological harm but victins are prone to have a
higher illness rate as well. It is one of their top concerns.

2:06: 04 PM

ANN SEACREST, AARP, said identity theft is the fastest grow ng
crime in the US. In October 2002, 36 percent of the respondents
to an AARP survey said they were extrenely concerned about
identity theft as a form of consunmer fraud. A survey from
Cct ober 2006 indicated that the nunber has grown to a total of
77 percent - 47 percent saying the issue should be given top
| egislative priority and 30 percent saying it should be given a
high priority.

She said that AARP has joined forces with the Division of
Banking and Securities to do statewi de canpaigns called the
Al aska Canpaign for Safe and Wse Investing in 13 workshops. The
first five have been well-attended and she often hears stories
from peopl e who never thought they would be a victim

She said, “ID thieves are equal opportunity thieves.” Wen it
happens to an AARP nenber, it affects the entire famly. The
t hi eves target anyone who is vulnerable and once a person is on
the “mooch list” that list is bought and sol d between thieves.

CHAI R ELLIS commented that sone of the saddest stories he hears
are from senior citizens and fol ks who thought all they needed
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was a shredder. “And that’'s not the case.” He asked her to
provide any information to the committee that would establish a
record for the need of |egislation.

2:10: 19 PM

STEVE CLEARY, Executive Director, Al aska Public Interest
Research Goup (AKPIRG, said they are conmtted to teaching
Al askans how to be better consuners and how to protect their
personal information. It is critical that it is followed up with
strong consuner protection |egislation, which he hoped would
come out this session. Federal Trade Comm ssion data indicates
in 2005 Al aska was nunber one in fraud conplaints. The good news
on that front is that in 2006, Al aska went down to nunber five
with about 500 fewer conplaints. The sad news is that those
people who did take the tine to file with the FTC paid an
average of $3,847, which is up quite a bit fromwhat was paid in
2005, which was nore in the range of $1,000. That's about $3.5
mllion stolen from Al aska consunmers as well as their time and
enotion. Estimates indicate it takes a consumer anywhere from 40
— 175 hours “to get back their good nane and their credit.”

MR. CLEARY pointed out that increasingly a consuner’s credit
report reaches into many aspects of Ilife including enploynment
and insurance, as well as further credit and | oan information.

2:12:12 PM

He related a story about a Juneau wonman whose neighbors stole
her identity that illustrated the grief identity theft can
cause. He support ed | egi sl ation addr essi ng mandat ory

notification when a security breach happens and giving consuners
the choice to freeze their credit report to protect them from
further danage.

CHAIR ELLIS thanked him for his coments and said his intent
today was to establish a record of the problem and the need of
identity theft legislation. He adjourned the neeting at 2:14:07
PM
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