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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 113
1993 LEGISLATIVE SESSION

ANALYSIS: (continued)

This bill would amend Title 45 by adding regulatory provisions to address abuses in
charitable fundraising and telemarketing solicitations.

Under this bill, non-exempt charities would be required to:

1. File registration papers with the attorney general identifying the party making the
charitable solicitation, and describing the charitable purpose to be served with the proceeds;

2. Execute written contracts with any paid fundraisers establishing the method of
payment for the paid fundraiser, including the amount of any contingent fee; and

3. Provide certain information to donors.
Non-exempt telemarketers would be required to:
1. Register with the attorney general; and

2. Execute written contracts with customers as a condition of closing any sales. This
provision creates an enforceable "cooling off period” that is currently lacking in these high
pressure sales situations.

The bill provides criminal penalties for charitable solicitors who refuse to honor the
consumer's right to revoke a deal, or who take the consumer's money without observing the
cooling off period under the written contract provision.

This bill is an attemptto solve the related problems presented by high pressure charity
fundraisers who make misrepresentations regarding their fundraising purposes; and telephone
sales artists who use high pressure tactics to sell merchandise at greatly inflated prices with
false promises of extravagant prizes, and other illusory inducements.

Because there is no regulatory scheme now in effect, the Department of Law cannot
say with certainty how much additional staff time will be required to meet the paperwork
generated by this bill. But we estimate that the initial year's filings will not greatly exceed
250 charities, and 100 telemarketers.

The staff time needed to file the registration documents will be partially offset by a
time savings in the investigation sphere, because the files will contain data that significantly
reduces investigative effort in cases involving charitable fundraisers and telemarketers. Both
types of cases currently involve significant investigative time spent identifying the people and
organizations involved. Of course, to the extent that the bill deters illegal conduct, it will
result in additional reductions of investigative time, due to the reduction in law violations
requiring investigation. Investigators will be free to devote resources to those other pressing
matters needing their attention which currently go unaddressed because of reduced funding.

In the event that the time estimates are inaccurate, the Department of Law may need
to return with a request for additional funding in the future. Until such time, however, this
bill does not require an increased appropriation.
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| have introduced HB113 in an effort to regulate telemarketers and Charitable
Organizations who solicit donations by telephone. There has been a dramatic
increase in fraudulent activity in this area. It has been brought to my attention
that these scam artists have caused the loss of millions of dollars each year in
Alaska —money that would otherwise circulate among legitimate businesses in
the local economy. Many of these victims are elderly or reside in native villages
and once a solicitor has been successful in ripping these people off, their name is
often sold to other solicitors, in order to continue the practice.

| would hope with regulations in place, the public, would have a renewed tmst,
again, in giving to legitimate charitable organizations, and that the immediate
distrust when that telephone rings would be replaced with a confidence that a
person is giving to a regulated charity, and indeed that their hard earned money
iIs going to that crganization and its charitable needs.

A mandated "cooling off period” prohibits the telemarketer from taking the
customer's money until the agreement is reduced to a written contract. This will
avoid hasty .redit card transactions over the phone, without the consumer having
the time to ' <\sider the donation.

These types of regulations are already in place in other states, it is time for
Alaska to take the steps needed in regulating this type of activity.
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DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(907) 465-3867 or 465-2450
FAX (907) 465-2029
Mail Stop 3101

130 Reward Street, Suite 409
Juneau, Alaska 99801-2105

MEMORANDUM February 3, 1993
SUBJECT: Sectional summary of HB 113
TO: Representative Ron Larson
Attn: Judy
FROM: Theresa L. Banniste? ™"

Legislative Counsel

You have requested a sectional summary of the above described bill. As a
preliminary matter, rote that a sectional summary ofa bill should not be considered
an authoritative interpretation of the bill and the bill itself is the hest statement of

its contents.

Section 1 of the bill adds a new chapter regulating telephonic solicitations.

Section 45.63.010 requires a person selling property or services by telephonic means
to register with the Department of Law before the solicitation campaign, if the
person makes substantially the same offer on substantially the same terms to two or
more persons. Establishes certain procedures and information requirements for
registration. Prohibits the seller from giving false information in the notice of intent
to engage in the solicitation campaign.

Section 45.63.070 requires a telephonic seller to obtain from the buyer a signed,
written contract before finalizing a purchase payment. Requires the contract to notify
the buyer of the buyer’s cancellation and replacement rights under sec. 45.63.030.

Section 45.63.030 provides the buyerwith certain cancellation and replacement rights.
Establishes when the sale becomes final.

Section 45.63.040 prohibits the seller from making certain representations to the
buyer.

Section 45.63.050 prohibits a waiver of the buyer’s rights under the chapter. Makes
a waiver void.



Representative Ron Larson
February 3, 1993
Page 2

Section 45.63.060 establishes a criminal penalty for violating the chapter.

Section 45.63.070 declares that the remedies in the chapter are in addition to other
remedies that may be available to the buyer or the department

Section 45.63.080 exempts certain sellers and types of sales from the chapter.

Section 45.63.090 directs the department to adopt regulations to implement the
chapter.

Section 45.63 100 defines certain terms for the chapter.
Section 2 of tht bill adds a new chapter regulating charitable solicitations.

Section 45.68.010 prohibits a charitable organization from soliciting contributions
unless it is registered with the Department of Law. Prohibits a paid solicitor from
soliciting contributions for a charitable organization unless the paid solicitor is
registered with the department. Establishes the registration procedure. Establishes
the duration and renewal of the registration. Requires that a material change in the
information provided in the initial or renewal registration statements to be reported
to the department within seven days after the change.

Section 45.68.020 prohibits a paid solicitor seller from soliciting contributions for a
charitable organization without having a written contract with the organization.
Indicates what the contract is to contain and requires a copy to be filed with the

department.

Section 45.68.030 requires a paid solicitor to make certain disclosures to the person
being solicited.

Section 45.68.040 requires a paid solicitor who makes mail, radio, or television
solicitations to mail written confirmation of contribution pledges to the contributors
within a certain time. Requires the confirmation to include the disclosures required

by sec. 45.62,030.

Section 45.68.050 identifies certain practices that a person may not engage in when
soliciting for a charitable organization.

Section 45.68.060 establishes that the documents required to be filed with the
department under the chapter are public records.

Section 45.68.070 requires a charitable organization and a paid solicitor who are
either subject to or exempted from the chapter under sec. 45.68.120 to maintain the
records required by the chapter for three years.
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Section 45.68.080 establishes that charitable organizations and paid solicitors who
have certain out-of-state connections and who are required to be registered under the
chapter are considered to have appointed the department their agent for service of
process in a proceeding under the chapter. Requires the department to deliver
notice of the service and a copy of the process to the appropriate person in order to
complete the service.

Section 45.68.090 authorises a charitable organization that suffers damages because
of a violation of the chapter by another charitable organization or a paid solicitor to
bring a civil action against the violator. Authorizes a contributor to bring a civil
action against a charitable organization or paid solicitor who violates the chapter.
Indicates the type of relief that the court may provide. Requires the complainant to
serve a copy of the complaint on the department and to mail a copy of an order or
judgment in the action to the department..

Section 45.68.100 establishes a criminal penalty for violating the registration
requirements of the chapter.

Section 45.68.110 declares that the chapter’s remedies are in addition to other
available remedies.

Section 45.68.120 exempts certain persons from the registration requirement.
Requires exempt persons to maintain certain records relating to the exemption.

Section 45.68.130 directs the department to adopt regulations to implement the
chapter.

Section 45.68.900 defines certain terms for the chapter.

Section 3 of the bill adds violations of the two new chapters to the list of unlawful
trade practices prohibited by the Unfair Trade Practices and Consumer Protection

Act (AS 45.50.471 - 45.50.561).
Section 4 of the bill describes how certain court rules are changed by the bill.
If I may be of further assistance, please advise.

TLB:pi
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s? SGOIETY

ALASKA DIVISION, INC.

Nels Anderson, MJO.

President

Jan Young, 1LN.

Chairman ofthe Board

Boland Gower, VJD.

Chairman, Executive Committee

Barbara Kenney

Secretary

Brent Ulmer

Diana Kuhns

Executive Vice President House of Representatives
Attn: Ron Larson
State Capitol, Room #502
Juneau, Alaska 99801-1182

Dear Representative Larson,

This letter is to inform you that on February 7, 1993, the Board
of Directors of the American Cancer Society voted, with
unanimous approval, to fully support House Bill #113.

Sincerely,

Nels Anderson.

President

American Cancer Society,
Alaska Division, Inc.

SéJITE ANCHORAGE, ALASKA 953

ABWEST FIREWEED LANE
@% FAX (Q0) 21801 or 18004598
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ALASKADIVISION, INC.

Nels Anderson, A(M,
PnsUittt]

Jan Yeung, RN.

Chairman c/the Hoard

kokvul Gower, MM.

Chatman, Executive Committee

BorUnaKouuj
Secretary

Brent \Jimer
Treasurer

PioHa K

Execute Vice President

March 12, 1993

Representative Ron Larson
State Capitol
Juneau, AX 99801-1182

Dear Representative Larson,

The American Cancer Society, Alaska Division Public Issues
Committee met on February 6, 1993, and reviewed your House
Bill 113 regulating telephonic and charitable solicitations.
The Committee recommended to the Division Board of Directors
our organization support of the bill - - unanimous passage.

This bill is well drafted to be able CO help eliminate
look-alikes or sound-alike organisations and to regulate
charity organizations that do not meet established
standards. Alaskans have experienced too many fly-by-night
charity promoters who have taken advantage of our good will
and generosity, and then disappear with the take.

We are pleased that you have taken this legislation on as a
priority. The American Cancer Society, AlaBka Division,
Inc, supports your endeavor. Thank you.
Sincerely,

«cCE-J

DianS Kuhns
Executive Vice President

cc: Don Rogers, MD, Public Issues Chair

40$ WEST FIREWEED LANE, SUITE 1204, ANCHORAGE, ALASKA 99503

(907) 277*869(5, FAX (907) 277-8697, or 1-800-478-9355
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Scams...

Continued from Page 1
company i legitimate and the
complaint filed a?amst him Tugs-
aY 83-year-old Jan Woodring
of the Juneau Pioneers’ Home was
"because she obviously didn't lis-
fen to what we said. She only
heard-What illteW nied W-hfeahN"\c

A

(I,alle'dbehday'eve_hlngf by a com-

Eany[ "|den_t|fy|ng ‘itself' as Main -
ing’America. She said company

spokesman Robert Chesmore told

her she had won $0000 worth .of

prizes that she could'collect'as

soon as she sent them $2,100, Fed-

. eralExpress; ..... N,

¢ “They said.the $100 was sup-,
posed to take care of costs associ-
ated with the award. | turned it
down and they called me again.
They really have pressure tactics.

They make you feel guilty,” Wood-

r

ring told the Empire.” ]

"+ Krows said Woodring was guar-.
.. anteed one of several awards: a e
<1993 Saturn, a'Chevy S-10pickup, a

e certified lithograph_ by Adolph
_ 'i%é or a 4l-
id Woodring’s

Shering valued™ at
inch TV." Krows sa _
$10would have purchased either;
cleaning supplies or a security sys-

. tern that Main 'Line'America mar-
kets. V. ft .

Woodring laughed when told
what Krow$ had Said. "That’s not
what they said. | live in the pio-
neers' home:,.why would I. want
$2100 worth of cleaning supplies?
That doesn’'t make sense.” f,

. Krows ssiid his industry pro-
vides a service. ."There aré some
people who sit b){ their phone all.
night and dial all these 810 num:-
hers because these people are sp
lonely, It’s a true but pathetic fact.
We brighten their day.

*WootiWhg M d* p&ice "M wasH greedy W fti

“Wh¥ does = telemarketing
work? eIemarketln(t; is brsed on
greed, the greed of the American
?e_ople. People. want to get some-
hing for nothing but there is no
free” lunch. We're not con men,
we’re just plain human beings sell-
ing to people who buy becduse of

_greed,” Krows said

r-a'mgttercof:being élder
ha've'had- a series 0f mini-strokes. |
don't need this harassment, this
stress.

Dora Conway of the Las Vegas
Better Business Bureau'said Main
Line America had been in business
since March .192and had recently
.signed "a _voluntary compliance
agreemenf’with the state of Ore-
?on, agreeing not to en,(t;age direct-
y or indirectly in solicitation .there
and to pay restitution to any Ore-
gonian requestln%lt.

"Did | go 4 Alaska and put a
%un to (Woodring’s) head and tell
her to send a check? No. She does
it _gf her own. free "will,” Krows
said.
oy, Las. Vegastlteltem ar{get-
ing company apparently targetin
Al%ska’seelgerlgpcalls |t)éelf 8orpog-
rate Bank Services. Last week, a
73-year-oldAnchorage woman sent

to the company, by Federal
Express,-, according 'to. :Williams.
The.telemarketer Said the money
would be used to pay taxes she
owed for a $80000prizé the c_omPa-
ny claimed she would receive the
next day.; She hasn’'t heard from
them since. %, ® ri
. “This company has a long histo-
ry of scams. They move into a mo-
tel one day and they're gone.the

next. It appears to De a straight
cr!anlnal operation,”  Williams
said. .

"‘WoSofih'g"sdlsaQreedin"Lm" not..
Mt |onely; :ft—.$'n%t—{ust\;
ly. But |

Conwaﬁ said Corporate Bank
Services had gone out of business
months ago but some uns¢rupulous
people may he using its name
when they” call out-ot-state resi-
dents. _

Rick Gilmore, president of the
Anchorage-hased ~Alaska _Better
BusinesS Bureau, said, “Ripping
off<the*elderlyufseemsstophe:idhe

should know’ that when -they are
called by any of these companies,
they should first invest a couple of
dolfars in a long-distance phone
call to the Better'Business Bureau
because we can' tell consumers-
whether companies are legitimate
ornot.” _

Assistant Attorney General Jim
Forbes, who works on consumer
Frotecnon issues for the state, said
elemarketing is almost complete-
ly unregulated'., in Alaska . and
fraudulent schemes cost Alaskans
millions of dollars each. year.
Many of the victims are eldefly or
live in Native villages, he said.” r

Meanwhile, Rep. Ron Larson,"
D-Palmer, is. spon oring legisla-
tionihis session that would regu-
late- telemarketers, mandate™ a
cooling-off period %y requmngf a
written contract, and make it a Tel-
ony to violate-the law. The bill,
which would also govern solicita-
tions by charitable groups, is pat-
terned “after. Jaws in Oregon and
Florida. _

Forbes said one reason Alas-
kans are targeted by so many out-
of-state telemarketers is because
“of the successful implementation
of. regulations in other states.
Telemarketers who find inhospita-
ble conditions in other states... are
turning their attention to States
likes Alaska which do not have si-
milar legislation.” e
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HB 113 - Fact Sheet

Description of Bill o ' _ N
This bill would regulate solicitation for telephonic sales and charitable fund raising.

Section 1 Regulation of Telemarketers
Purpose: to curtail high-pressure telephone sales.

Scenario: typical scam involves promise to consumer that (s)he has won a fabulous prize, seller uses high-pressure tactics to force
consumer to make a quick decision to agree to purchase a high priced product, lest the opportunity to win the prize be lost. Victims
of these scams are frequently elderly, once they agree to a sale they become the target of numerous telemarketers because their names
are added to a "suckers list" which is sold for substantial sums of money to other telemarketers.

Remedy proposed bv bill: o _ . _
1. Requires registration of telemarketers, who they are, their histories, and physical location. The state has no effective

means of forcing individuals, who conduct sales by telephonic means across state lines, to identify themselves.

20 Mandates telemarketer from taking the customer’s money 'til agreement is reduced to written contract. This will put high-
pressure telemarketers on more of an equal footing with local, established merchants who are accountable to their customers
after the sale.

3 Provides criminal penalties for violators. Criminal penalties at the felony level are necessary, fraudulent telemarketing
operators build costs of defending civil suits into their profit structures. Misdemeanor penalties would not be adequate
because they do not permit extradition, fraudulent telemarketing operators virtually always work across state lines.
Considering the degTee of theft observed in this area felony treatment is appropriate to the offense.

Exemptions:
The bill provides 16 exempt categories for sales operations which have not been perceived as a fraud problem. Those legitimate

sellers not exempt will have no difficulty complying with the requirements of the bill.

Section H: Regulation of Charitable Solicitations _ o _
Purpose: Alaska is one of the few states without some form of charitable solicitation regulation.

Operation of the Section: Requires all non-exempt organizations to file a registration document with the Attorney General.

Disclosures: Paid solicitors required by bill to disclose identifying information; who is calling, who is represented, charitable purpose
served. Upon request, paid solicitor required to provide financial statement of charitable organization and terms of the contract.

Mail and Broadcast Solicitations: Paid solicitors required by bill to send donorwritten confirmation ofany pledge received, disclosure
of identity of person making solicitation, :haritable organization whose behalf solicitation is being made, purpose for which funds

will be used.
Unlawful Practices: Bill prohibits use of any deceptive statement in the course of a solicitation.

Records: Bill provides registration statements, written contracts, other documents filed with Attorney General as public record.
Charitable organizations required to maintain records for 3 years in form permitting them audit.

Enforcement and Penalties: Violations can be enforced privately by charitable organization, or by person making contribution to
solicitor who violates law, also by Attorney General.

Exemptions: Church or religious organizations, political candidates, organizations that do not raise more than $5,000 in contributions
in a given year, charitable gaming operators licensed under AS 05.15.100

Regulations: Bill gives the Department of Law authority to adopt regulations to implement it.

Section TIT: Relation to consumer Protection Law_ o _
Violation of either Section | or Il of bill would constitute a violation of the Consumer Protection Act.

Section IV: Full Costs and Attorney’s Fees _ S
By providing litigation under Sec. Il could result in award of full costs & attorney’s fees, bill conflicts with Civil Rules 79 & 82

Sec. 4 of bill resolves conflict by specifically providing that Rules 79 & 82 be amended to the extent provided in the bill.

Conclusion: Sec. | is largely patterned after existing statutes in OR and FL, there is belief that increase in telemarketing fraud in
AK may be result, in part, of successful implementation of regs in other states. Sec. Il balances between legitimate sales operations
and society’s need to requlate illegitimate scams without interfering unduly in legitimate sales operations. Sec. Il is largely patterned
after M| statute with certain provisions borrowed from CA and HI. Sec. Il balances between noninterference with legitimate
charitable organizations’ fund raising efforts and society's need to deal effectively with scam artists.





