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This bill amends the banking code to conform with federal law changes in the Gramm-Leach-Bliley Act
(GL8A) to provide for Financial Holding Companies and increased ability of banks to provide related
financial services. The bill also includes industry-requested changes such as publishing information
electronically. Also, the bill allows the department to react faster to federal law changes and industry
requests to maintain parity and competition between national and state-chartered depository institutions.

No negative fiscal impact of this bill is expected.
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February 2, 2001

The Honorable Rick Halford
President of the Senate
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear President Halford:

This bill 1transmit today allows state financial institutions to compete on equal terms with their
federal counterparts by removing current restraints on the state's financial industry. These changes
are encouraged under the federal Gramm-Leach-Bliley Act which permits the combining of banking
institutions with insurance and securities businesses. Previous federal law prohibited this practice.

This bill allows the Department of Community and Economic Development to grant state banks
those powers enjoyed by national banks in a simplified, efficient process.

The bill is patterned after federal law, but offers greater protection to depositor and consumer
financial records. The state would use the more stringent practice of asking depositors and
consumers to choose to allow specific disclosure of their records. Conversely, federal law and many
other states allow disclosure unless the depositor or consumer specifically requests confidentiality.

The bill also clarifies and updates existing statutes, partly in response to discussions with the
financial industry. For example, the bill allows state banks to publish their financial reports in
electronic form or in a local newspaper, and simplifies the procedure by which state banks obtain
authority to install off-premises automated teller machines. The bill also removes the statutory
limitation on the interest rate and fees state banks may charge on credit cards and grants credit unions
the authority to issue credit cards. These provisions will keep Alaska banks competitive with out-of-

state banks.

As a means of modernizing Alaska's financial institutions. | urge your prompt and favorable action
on this measure.

Sincerely.

Sponsor
StatementySectional
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Subject: SB 66 and the fake Opt Out option
Date: Tue, 03 Apr 2001 15:14:42 -0700
From: akpirg <akpirg@akpirg.org>
To: Seaator_Robin_Taylor@legis.state.ak.us

April 3, 2001
To: Senator Robin Taylor and
Members of the Judiciary Committee
From: Steve Conn, Alaska Public Interest Research Group
Subject: Testimony on SB-66

In pending legislation regarding behavior of banks and
insurance companies, the issue of whether consumers should be required
to "opt out' of information shared within the bank's institutional
family or with other third parties or whether state law should require
an explicit "opt in' by the consumer has been addressed in hearings
where there was no consumer advocate present.

Pleased be advised that every consumer group, including AKPIRG,
believes that opt-ins should be required and that opt-out is often no

choice at all. This information sharing relates directly to privacy and
a heightened potential for information theft.

Notices to consumers to "opt out' are extremely obscure. 1 can
provide you by fax with the notice | received from Key Bank. | challenge
you to find the mechanism provided to "opt-out." For your further
edification, | suggest that you or one of your staff use that option and

discover how the consumer is dealt with by Key Bank. If you do, you will
have strong evidence that opt-out choices are so obscured that they are
rarely exercised. An “opt-in' right protects consumers.

During the recent speculative frenzy, important barriers between
federally insured banking and stock brokers and insurance firms were
pulled down. Most consumers do not realize thisl This places a special

burden on
Financial institutions to do more than pass information about clients to

other

Corporate family members in order to sell risky financial products.
Consumers who want this help or information should ask for it. No burden
should be placed on them to opt out of aggressive campaigns for their

hard earned money- especially in today's dangerous economy.

INFORMATION
STATEMENT

4/5/2001 6:55 f\V
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The Honorable SenatorRobin Taylor
Chair, Judiciary Com mittee

State Capitol, Room 30

Juneau, AK 99801-1182

VIA FACSIMILE: 907-465-4979
OriginalVia RegularUS M ail

The Honorable SenatorRandy Phillips
Chair, Labor & Commerce Committee
State Capitol, Room 103
Juneau, A K 99801-1182

SB 66, Financial Institutions; Bank Disclosure ofCustomerRecords in Response to

Clerk-lssued Subpoenas

Re:

Dear Senators Taylor and Phillips:

W ith SB 66, the legislature, atthe requestofthe Governor,is advancing legislation to
reinforce the confidentiality ofbank records in Alaska. The latestversion o fthe bill thatl have
seen,a draftofCSSB 66 prepared by Legal Services ofthe Legislative A ffairs Agency,
transmitted to Senator Phillips on March 29,2001, has apparently beenreferred outo fthe
Laborand Commerce Committee to the Judiciary Com mittee. | therefore write to both ofyou.

The latest version ofthe bill leaves unresolved the issue ofwhether financial institutions
must disclose bank records ifthey receive a subpoena issued in civil litigation by the clerk of
court, ifthe subpoena isnotaccompanied by acourtorder directing disclosure. W hile the
latest version o fthe bill appears to make an attempt to resolve this issue, it does notaccomplish
the goal. As attorneys for banks, we are often asked to advise our clients on the propercourse
ofaction when the bank is served with clerk-issued subpoenas, and we believe the desired

result must be clarified.

The bill should make it clearthat financial institutions should only disclose bank
records ifa court has first considered the issue, and ordered the financial institution to disclose
the records. Otherwise, banks will have to comply with clerk-issued subpoenas even when

BILL INFORMATION



Apr-05-01  04:14pm Frar-GROH EGCERS.LLC 40075626044 T-180 P.03/04 F-10Z

The Honorable SenatorRobin Taylor

and The Honorable SenatorRandy Phillips
April 5,2001

Page 2 o0f3

they are notaccompanied by coun orders, unless they go to the trouble and expense of
engaging counselto seek aprotective order in civil litigation in which the banks are not

stakeholders. .

That banks will have to comply unless they seek a protective order results from
language in the latest version o fSB 66 and operation o fRule 26 (c)ofthe Alaska Rules of
Civil Procedure. Ifthe language 0fSB 66 isnotclear, Civil Rule 26 places the burden of
seeking protection from disclosure on the party upon whom the subpoena is served, in this case
on the financial institution who receives the clerk-issued subpoena notaccompanied by acourt
order. Even though the financial institution is nota stakeholder in the litigation, under Civil
Rule 26 itmustengage counselto seek an order protecting the records from disclosure, and it
mustfrequently do so on very short notice, since civil litigation subpoeuas most often set the
date forproduction within a week to ten days after service ofthe subpoena. This is unfairto

the bank.

The section 0f CSSB 66 that leaves the issue unresolved is Sec 06.01.028 (a) (2). This

subsection declares thata financial institution's customerrecords, and the inform ation in the
records, are confidential, and may norbe disclosed "exceptwhen, and only to the extent that,
the disclosure is ... required by federal or state statute orregulation or by anorderdirected to
the financial institution and issued by a courtoradministrative agency having jurisdiction of

the financial instirutionf.]”

Subpoenas are routinely issued by the clerk ofcourtin civil litigation withoutjudicial
oversight (under Alaska CivilRule 45). The language ofsubsection (a) (2) requiring a court
orderappears to be an attemptto accomplish the goalofrequiring courtsupervision before
disclosure is allowed. Butthe otherlanguage ofsubsection (a) (2), requiring disclosure when
"required by federal or state statute”, will force disclosure in response to clerk-issued
subpoenas because compliance with clerk issued subpoenas is “required by state statute”.

This issue was considered by the US District Court for the District o fAlaska, in the
contextofacriminal grandjury subpoena, in the case.In Re Grand Jury Subpoenadl F. Supp.
2d 1026 (D. Alaska 1999). The courtin this case suggested that the legislature “overlooked the
significance” ofsub-section (2) ofpresent Sec 06.01.028, which mandates disclosure if
“disclosure is required by federal or state statute orregulation". The court held that, even
though sub-section (1) ofthe statute did not require compliance with aclerk-issued subpoena
notaccompanied by acourtorder, sub-section (2) did, because compliance with a subpoena "is

required by federal or state starute orregulation”. Id., atpage 1031.

CSSB 66 should make itclearthat financial institutions should not disclose financial
records in response to a clerk-issued civil subpoena, unless disclosure is mandated by an
accompanying courtorder. To accomplish thisresult, CSSB 66 should definitively state that
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financial institutions can ignore clerk-issued subpoenas thatare notaccompanied by acourt

order.
«

Theremedy is simple. An additional subsection should be added to Sec.06.01.028 that
provides:

Notwithstanding otherprovisions oflaw, a financial institution, and its employees and
agents, are notobligated to comply with asubpoena issued in civil litigation directing
disclosure offinancialrecords orinformation ofa depositororcustomer, unless the
disclosure is authorized in writing by the depositororcustomer, orthe subpoenais
accompanied by an orderofthe court directing the financial institution to disclose
financial records or information ofthe depositororcustomer,

By making itclearthat financial institutions need not honorsubpoenas unless they are
accompanied by courtorder, the law will, appropriately, place the onus on the third party
seeking anotherperson's bank records to ask the court's permission to gain access to them, and
the person whose records are soughtw ill have the opportunity to argue to the courtagainst
disclosure ifthe records are notrelevant to the litigation. The bank willnot be putto the unfair
burden ofhaving to seek an order protecting the records from disclosure each time itreceives a
civil subpoena. The party seeking records will also understand whatisrequired to get at
anotherpersons bank records, they will have to ask the courtforan appropriate order and
demonstrate the relevance ofthe documents sought to the pending litigation, before disclosure

will be ordered.

Thanks foryourconsideration o fthis importantissue. | urge you to clearly address this
issue in SB 66. Please callifyou have any questions.

Very Truly Yours,

GROH EGGERS,LLC

cc: Theresa L. Bannister- Via Fax: 907-465-2029
Legislative Counsel
Division oflLegal and Research Services
Legislative Affairs Agency



Michael J. Burns
District President

April 13,2001

Senator Robin Taylor, Chairman
Senate Judiciary Committee
Alaska State Legislature

State Capital (M S 3100)
Juneau, AK 99801-1182

Re: SB 66

Dear Senator Taylor:

KeyBank
P.O. Box 100420
Anchorage, AK 99510

| appreciated the opportunity to meet with you inJuneau recently. SB66, which at the time
was in the Labor & Commerce Comm ittee, isnow inyourjurisdiction. We supportSB66as
passed by Labora Commerce. Ourmostimportant asset is the relationship we have with our
customers. These relationships are the only realvalue thatour company has. Any activity
that we might undertake that would undermine that trust would be foolhardy. The continued

trust and confidence ofourcustomers is paramount.

We arevery comfortable in supporting provisions thatwould allow our customers to “opt
out” ofinformation-sharing, both with ourcorporate affiliates and third parties. It isnotjust
ourcommitment to perpetuating this trust relationship, but there also exists a substantial body

ofFederal law thatwould protect privacy.

« Gramm-Leach-Bliley Financial M odernization Act
Provisions o fthis Act provide significant, effective protection for personalprivacy.

The new law permits a financial institution to transferany “non-public personal
information” to non-affiliated third parties so long as the institution “clearly and
conspicuously” provides consumers with notice about its policies and practices for
disclosing personal information, and an opportunity to “optout” ofsuch transfers.
The law furtherrequires financial institutions to inform customers o ftheir policies
toward sharing information among affiliates, but it wisely imposes no restrictions on

such information-sharing.

SB 66, as presented by the Administration, would require

customersto “optin” to both o fthese practices, a clearly unworkable standard.
Federal laws in this area, in addition to Gramm-Leach, are as follows:

+ FairCredit Reporting Act

Proliibits financial service companies from sharing third-party,

credit-related

information about consumers with affiliates without first providing consumers with
“clear and conspicuous notice” and an opportunity to “opt out” of the information-

sharing.

BILLINFORMATION
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® Electronic Funds Transfer Act
Requires that financial institutions notify their customers about circumstances, under

which those institutions, in the ordinary course of business, will disclose information
aboutcustomeraccounts to any otherparty, including affiliates.

* The Federal Trade Commission Act
Prohibits “unfairand deceptive practices in or affecting commerce” - including failing
to abide by a stated privacy policy or other activities that violate privacy promises,
contracts, and disclosures - by any business, specifically including banks.

We feelvery strongly that we do not need more government regulations, concerning manage-
mentofour most prized asset - the trustofourcustomer.

Thank you for your consideration o fthiscomplex and easily misconstrued issue.

Respectfully,

IV
President

M JB:ss
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Northrim Bank RECEIVED
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April 4, 2001

Senator Robin Taylor
Chairman

Senate Judiciary Committee
State Capitol, Room 30
Juneau, Alaska 9980J-1182

Re: SB 66

Dear Chairman Taylor:

We would like to provide your committee with comments regarding Senate Bill 66. We
appreciate the fact that SB 66 was introduced to “ensure there are no conflicts in the state
banking code with GLBA” (Gramm-Leach-Bliley Act.) A second reason for the bill is
listed as, “to ensure that state banks are given comparable powers to the powers granted
national banks as a result ofthe implementation of GLBA.”

We were concerned that the contents of one section, proposed section 06.01.028
“Depositor and customer records confidential,” posed conflicts between the state banking
code and GLBA, and did not grant us comparable powers to national banks. Since that
time, the Labor and Commerce Committee passed a substitute bill that incorporated
language that aligns this bill with the federal legislation in GLBA. This removed the two
standards of privacy - one for state banks and one for national banks.

The privacy and confidentiality o f our customers’ personal information has always been
ofgreat concern to us at Northrim and to all Alaskan banks. Not only do we have strict
federal laws and regulations already in place to regulate privacy, but we also recognize
that keeping our customers’ information confidential provides them with the great
“Customer First Service” that they expect from us. The Federal Regulations already in
place, which affect privacy in various ways, are Children’s Online Privacy Protection

Act, Electronic Funds Transfer Act, Fair Credit Reporting Act, Right to Financial Privacy
Act, Telemarketing and Consumer Fraud and Abuse Prevention Act of 1991, Telephone
Consumer Protection Act of 1991, and Gramm-Leach-Bliley Act. In addition, the federal
banking regulators have issued final guidelines regarding Customer Data Security
Standards that we must comply with by 7/1/2001. It becomes difficult and complicated
when our state laws are not consistent with the federal laws with which we are already
required to comply. It is also inefficient and burdensome to maintain bank policies and
procedures for the state that conflict with the standards set by the federal regulators.

3111 C Street » P.O. Box 241489 PHONE: 907/562-0062
Anchorage, Alaska 99524-1489 800/478/2265
FAX: 907/562-1758

Member FDIC ¢ Equal Opportunity Lender
BILLINFORMATION



Wehopethatyc | willtake all o fthese things into consideration when reviewing the
Laborand Commerce Committee's substitute bill, which aligns state law with the
requirementsofGLBA. We feelthatthe standards setforth in GLBA are beneficial to
financial institutions and consumers alike because they provide the financial industry
with the flexibility to provide customers with additional beneficial information without

added, costly regulations;

Presidentand CEO
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