


JAN i 8

FISCAL NOTE
%

R ev is io n  D ate: ___________________

Title:

STATE OF ALASKA
1996 LEGISLATIVE SESSION

BILL NO. HB 403

D ep t. A ffec ted : D epartm ent of L aw

G eneral L ega l S e rv ic e s

‘ ...c o n su m e r  p ro tec tion  in v o lv in q ...s a le . t r a n s fe r . . . BRU:   C ivil D iv is io n

used  m oto r v e h ic le s  and invo lv ing  te lephon ic  so lic ita t io n s . *____________ Com ponent: _____________

Spon so r: R ep re sen ta t iv e  B ro w n _____________________________ ___________________________

R eque ste r : R ep re sen ta t iv e  B ro w n _____________________________ COMPONENT SERIA L NO.

(T h o u sa n d s  o f D o lla rs)
2 0 8 7

OPERATING EXPEN DITURES FY 9 7 FY 9 8 FY 9 9 FY 0 0 FY 0 1 FY 0 2

PERSO NAL SERV IC ES

TRAVEL

CONTRACTUAL

SU PPL IES

EQUIPMENT

LAND &  STRU CTU RES

G RAN TS, CLAIM S

M ISCELLANEOUS

TOTAL OPERATING 0 .0 C.O 0 .0 0 . 0 0 . 0 0 . 0

I CAPITAL EXPEN DITU RES

CHANGE IN REVENUES

FUND SO URCE (T h o u san d s of D o lla rs)

1 0 0 2  Federa l R e ce ip ts

1 0 0 3  G F M atch

1 0 0 4  G F

1 0 0 5  G F/Program  R ece ip ts

1 0 0 6  GF/MHTIA

Other
TOTAL 0 .0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

E st im a te  o f a n y  cu rren t y ea r (F Y 9 6 )  c o s t : $ 0 . 0

POSITIONS

FULL-TIM E 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

PA RT-TIM E
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ANALYSIS: (Attach a separate page if necessary)
This b ill m akes tw o  changes to  the sta te 
p ro tection  s ta tu te  a t AS 45.45.400(a) tc1o f au to  em iss io n s com p liance or noncorr 

'co n tra c t for sa le , tran s fe r, or a ss ignm en 
on ly from  tran sfe rr ing  title  or ow nersh ip  
genera lly  com p le ted  m any d a y s and som 
dea le rs som e tim es w a it to e ither ob ta in  
a fte r th e  b u ye r has signed  a b ind ing sa le
1
1
! C urren tly , con sum ers o ften do ro t  learn 
ju s t  p u rch a sed  does not com p ly w ith  au 
! veh ic le  in to com p liance isooften prob jb iti

's con sum er protection la w s . F irst, the bill am ends the con sum er 
3 requ ire a u sed  car dea le r to provide a buye r w ith  a copy o f a ce rtifica te  
ip liance fo r a used veh ic le  be fo re the buye r entors into a b ind ing 
t w ith  a dea ler. Under e x is tin g  s ta tu te , a u sed  car dea ler is  proh ib ited 
in te re st in a u sed  veh ic le  w ith o u t su ch  a ce rtifica te . A sa le  con trac t is 
e tim es w eek s before t it le  tran s fe r paperwork is  prepared. U sed car 
Dr re lease the em iss ion s ce rtifica te  o f com p liance or noncom p liance un til 
s  con trac t.

un til a fte r entering in to  a b ind ing sa le s  con trac t, th a t the veh ic le  they 
to em iss ion s s tan d a rd s . The c o s t to the b u ye r of bring ing a u sed  
ve , leav ing many u sed  ca r buye rs sadd led  w ith  m onth ly p aym en ts on an
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ANALYSIS CONTINUATION:

un reg iste red veh ic le th a t cannot be law fu lly  driven . This simple s ta tu te  change w ill p ro tect buye rs b y  in form ing 
them o f the em ission s ta tu s  of a used veh ic le  before a sa le . Th is change w ill no t have a f isca l im pact fo r the 
Departm ent o f Law.

F IS C A L  N O T E

S T A T E  O F  A L A S K A  B ILL  N O .  H B  403
1996 L E G IS L A T IV E  S E S S IO N

Second, the bill am ends the mail order ca ta log exemption conta ined in A la ska 's te lem arke ting la w s . The s ta te 's  
te lem arke ting law  con ta in s a number of exem ptions, one o f w h ich  is fo r sa le s from  a mail order ca ta log . 
R ecen tly , a te lem arketer headquartered ou ts ide  A laska a ttem p ted to re ly on th is exemption to avo id reg is tra tion , 
a sse rtin g  th a t the ca ta log  exemption can be sa tis f ie d  w ithou t mailing or d istr ibu tin g  ca ta lo g s in A la ska . Th is bill 
requ ires a te lem arke ter re ly ing on the exemption to have the ind ices of a leg itim ate mail order b u s in e ss  (e .g ., a 
ca ta log d is tr ibu ted  in A laska; name, add re ss , te lephone num ber, and ordering in stru c tio n s in c luded  in the 
ca ta log ; ca ta log com pany aw aiting ca lls  from  consum ers rather than in itiating te lem arke ting sa le s  c a lls  to 
consum ers). Legitim ate mail order b u s in e sse s shou ld have no d iff icu lty  com plying w ith  the s ta tu to ry  
c la rifica tion s con ta ined in th is bill. These c la rifica tion s w ill not have a fisca l im pact on the D epartm ent o f Law.
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S p o n s o r  S t a t e m e n t

HB 403

"An act relating to consumer protection involving contracts 
for the sale, transfer, or assignment of used motor vehicles 
and involving telephonic solicitations."

HB 403 would strengthen Alaska's consumer protection statutes in 
two ways.

First, it would crack down on used car dealers who withhold 
information about a car's ability to pass emissions tests until after a 
sales contract is signed. Consumers often learn too late that the 
vehicle they just purchased does not comply with auto emissions 
standards, and thus they face large unanticipated additional 
expenses to bring the vehicle into compliance.

Current law requires only that the dealer inform the buyer before 
transferring the vehicle title, yet sales contracts are commonly 
signed days before title transfer. HB 403 would require the dealer to 
provide the buyer with an auto emissions compliance or 
noncompliance  certificate before the contract is signed.

Secondly, HB 403 would attack the fraudulent sales via telephone 
solicitation that are all too common in Alaska. Most telemarketers 
are required to register with the state so that they can be tracked 
down if they defraud consumers. This registration requirement is a 
powerful enforcement tool in the fight against telemarketing 
fraud. But some shysters have attempted to squirm around the 
requirement by claiming to be mail-order firms (which are exempt 
from registration). Recently, a telemarketer headquartered outside 
Alaska asserted that the mail-order exemption can be satisfied 
without mailing or distributing any catalogs to Alaska. HB 403 would 
require a telemarketer relying on the catalog exemption to operate a 
legitimate mail-order business.



Sectional Analysis
HB 403

"A n  a c t r e la t in g  to c o n sum e r p ro te c t io n  in v o lv in g  c o n tr a c ts  
fo r  th e  s a le , t r a n s fe r ,  o r  a s s ig n m e n t o f  u se d  m o to r v e h ic le s  
a n d  in v o lv in g  te le p h o n ic  s o l ic i t a t io n s . "

BY REPRESENTATIVES BROWN. B. Davis

Section 1

Requ ires a used car dea ler to provide a prospective buyer w ith  a 
copy o f a ce rtifica te  o f auto em issions com pliance or noncompliance 
before the buyer enters in to a b ind ing contract fo r sa le , transfer, or 
assignm ent o f a veh ic le .

A lso  requ ire s the dea le r to obta in the buyer's s igna tu re 
acknow ledg ing  rece ip t o f the ce rtif ic a te  before en tering into the 
co n tra c t.

Section 2

R equ ire s a te lem arke ter seek in g  exem ption to reg is tra tion  
requ irem en ts to have the cha rac te r is tic s o f a le g itim a te  m a il order 
business: a ca ta log d is tr ib u te d  in A laska ; name, address, telephone 
number, and o rdering in stru c tion s in c luded  in the ca ta log , cata log 
company aw a itin g  c a lls  from  consum ers rather than in it ia t in g  
te lem arke ting  sa les c a l ls  to consum ers.
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SUMMARY OF TELEMARKETING ENFORCEMENT IN  ALASKA

P r e p a r e d  as b a c k g r o u n d  r e l a t i n g  t o  H o u s e  B i l l  403

J a n u a r y  22, 19 9 6

A c c o r d i n g  t o  U.S. C o n g r e s s i o n a l  f i n d i n g s  c o n t a i n e d  in t h e  
1994 f e d e r a l  T e l e m a r k e t i n g  a n d  C o n s u m e r  F r a u d  a n d  A b u s e  P r e v e n t i o n  
Act, ( P u b l i c  L a w  1 0 3 - 2 9 7 ;  15 U.S.C. § 61 0 1  et seq.), c o n s u m e r s  a n d  

• o t h e r s  a r e  e s t i m a t e d  t o  l o s e  $40 b i l l i o n  a y e a r  n a t i o n a l l y  in
t e l e m a r k e t i n g  d e c e p t i o n  a n d  fraud. B a s e d  u p o n  A l a s k a ' s  p o p u l a t i o n  
s ize, A l a s k a n s  a r e  e s t i m a t e d  t o  l o s e  s e v e r a l  m i l l i o n  d o l l a r s  
a n n u a l l y  in t e l e m a r k e t i n g  d e c e p t i o n  a n d  fraud. A l a s k a  is 
e s s e n t i a l l y  a " v i c t i m "  s t a t e  w h e n  it c o m e s  t o  t e l e m a r k e t i n g  
d e c e p t i o n  a n d  fraud, s i n c e  m o s t  t e l e m a r k e t e r s  a r e  h e a d q u a r t e r e d  
o u t s i d e  o f  A l a s k a .

I n  1993, t h e  A l a s k a  L e g i s l a t u r e  e n a c t e d  t h e  T e l e p h o n i c  
S o l i c i t a t i o n s  A c t  r e q u i r i n g  t e l e m a r k e t e r s  t o  r e g i s t e r  w i t h  t h e  
D e p a r t m e n t  of  L a w  b e f o r e  m a k i n g  m o s t  t e l e m a r k e t i n g  s a l e s  in t h i s  
s t a t e .  T h e  r e g i s t r a t i o n  r e q u i r e m e n t  is a p o w e r f u l  e n f o r c e m e n t  t o o l  
t h a t  a l l o w s  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  to g a t h e r  i m p o r t a n t  
i n f o r m a t i o n  a b o u t  t e l e m a r k e t e r s  b e f o r e  t h e y  a r e  p e r m i t t e d  to 
t e l e m a r k e t  t o  A l a s k a n s .

In  1995, t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  s e n t  " e r a s e  a n d  
d e s i s t "  w a r n i n g  l e t t e r s  t o  n e a r l y  100 t e l e m a r k e t e r s  w h o  s o l d  or 
a t t e m p t e d  t o  s e l l  p r o d u c t s  or  s e r v i c e s  w i t h o u t  f i r s t  r e g i s t e r i n g  in 
A l a s k a ,  a n d  o b t a i n e d  o v e r  $ 3 0 , 0 0 0  in r e f u n d s  to  A l a s k a n s  v i c t i m i z e d  
by t e l e m a r k e t e r s .  A l s o  in 1995, t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  
o b t a i n e d  a p e r m a n e n t  i n j u n c t i o n  a g a i n s t  a C a l i f o r n i a  t e l e m a r k e t e r  
w h o  h a d  r e f u s e d  t o  r e g i s t e r  in A l a s k a .  T h e  A t t o r n e y  G e n e r a l ' s  
O f f i c e  f i l e d  s e v e r a l  A s s u r a n c e s  of V o l u n t a r y  C o m p l i a n c e  in t h e  
A l a s k a  S u p e r i o r  C o u r t  in 19 9 5  a n d  1996 r e g a r d i n g  v a r i o u s  
t e l e m a r k e t e r s  b a s e d  o u t s i d e  A l a s k a .

O l d e r  p e r s o n s  a r e  p a r t i c u l a r l y  v u l n e r a b l e  to 
t e l e m a r k e t e r s ,  a n d  m a n y  o l d e r  A l a s k a n s  h a v e  b e e n  t a k e n  by 
u n s c r u p u l o u s  t e l e m a r k e t e r s  b a s e d  o u t s i d e  o u r  state. O n e  r e a  nt 
c a s e  i n v e s t i g a t e d  b y  t h e  A t t r r n e y  G e n e r a l ' s  O f f i c e  illustrate:- \ h i s  
p o i n t ,  as w e l l  as the o l d  c o n s u m e r  p r o t e c t i o n  a d a g a  t h a t  "If 
s o m e t h i n g  s e e m s  t o o  g o o d  t o  be true, it p r o b a b l y  is."
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T e l e m a r k e t i n g  E n f o r c e m e n t  S u m m a r y  
( C o n t i n u e d )

In M a y  o f  1995, a 6 3 - y e a r - o l d  S o u t h e a s t  A l a s k a  c o n s u m e r  
r e p o r t e d  t o  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  t h a t  a E u g e n e ,  O r e g o n -  
b a s e d  t e l e m a r k e t e r  c a l l e d  t o  i n f o r m  h i m  t h a t  h e  h a d  w o n  "the 
l a r g e s t  c a s h  p r i z e  e v e r  g i v e n  a w a y  b y  t h e  c o m p a n y . "  T h e  c o n s u m e r  
—  w h o  c l a i m e d  t o  b e  " t h e  p o o r e s t  m a n  in H o o n a h "  —  w a s  t o l d  t h a t  
t o  r e c e i v e  h i s  c a s h  prize, h e  w o u l d  h a v e  to  p u r c h a s e  a " w a t e r  
f i l t r a t i o n  s y s t e m "  f o r  $1,279. T h e  c o n s u m e r  r u s h e d  t o  p a y  t h a t  s u m  
of  m o n e y  t o  t h e  t e l e m a r k e t e r  w i t h  t h e  e x p e c t a t i o n  o f  r e c e i v i n g  a 
l a r g e  c a s h  a w a r d .  W h a t  t h e  c o n s u m e r  a c t u a l l y  r e c e i v e d  f o r  h i s  
m o n e y  w a s  a w a t e r  f i l t e r  w i t h  a f a i r  m a r k e t  v a l u e  o f  n o  m o r e  t h a n  
$50, a n d  a c a s h  p r i z e  of $20.

S h o c k e d  a n d  h u m i l i a t e d ,  t h e  c o n s u m e r  c a l l e d  t h e  c o m p a n y  
a n d  d e m a n d e d  a n  e x p l a n a t i o n .  A  c o m p a n y  r e p r e s e n t a t i v e  e x p l a i n e d  
t h a t  t h e  $20 a w a r d  w a s  i n d e e d  " t h e  l a r g e s t  c a s h  p r i z e  e v e r  g i v e n  
a w a y  b y  t h e  c o m p a n y . "  T h e  c o m p a n y  t h e r e a f t e r  a t t e m p t e d  
u n s u c c e s s f u l l y  t o  t e l e m a r k e t  y e t  a n o t h e r  w a t e r  f i l t r a t i o n  s y s t e m  t o  
t h e  s a m e  c o n s u m e r  f o r  a p r i c e  o f  $ 2 , 9 8 9 .  T h e  A t t o r n e y  G e n e r a l ' s  
O f f i c e  s e n t  a l e t t e r  t o  t h e .t e l e m a r k e t e r  d e m a n d i n g  t h a t  it c e a s e  
a n d  d e s i s t  its i l l e g a l  t e l e m a r k e t i n g  a n d  m a k e  a full r e f u n d  t o  t h e  
c o n s u m e r .  T h e  t e l e m a r k e t e r  q u i c k l y  c o m p l i e d  w i t h  o u r  d e m a n d  r a t h e r  
t h a n  r i s k  b e i n g  sued.

M a n y  o t h e r  A l a s k a n s  h a v e  l o s t  m u c h  l a r g e r  s u m s  o f  m o n e y ,  
a n d  h a v e  n o t  b e e n  a b l e  t o  o b t a i n  r e f u n d s .  F r a u d u l e n t  t e l e m a r k e t e r s  
o f t e n  o p e r a t e  " f l y - b y - n i g h t "  c o m p a n i e s  t h a t  d i s a p p e a r  as  s o o n  as 
e n f o r c e m e n t  a u t h o r i t i e s  g e t  w i n d  o f f  them, o n l y  t o  r e - a p p e a r  u nder 
a d i f f e r e n t  n a m e  a n d  in a d i f f e r e n t  city. T h e  Better- B u s i n e s s  
B u r e a u  of  A l a s k a  a n d  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  h a n d l e  a s t e a d y  
s t r e a m  of  c o n s u m e r  c o m p l a i n t s  r e g a r d i n g  t e l e m a r k e t i n g  d e c e p t i o n  a n d  
fraud. T o  t h e  e x t e n t  u n s c r u p u l o u s  t e l e m a r k e t e r s  a t t e m p t  t o  
u n f a i r l y  h i d e  b e h i n d  A l a s k a ' s  m a i l  o r d e r  c a t a l o g  e x e m p t i o n ,  H o u s e  
B i l l  403 w i l l  c l a r i f y  the r e q u i r e m e n t s  a s s o c i a t e d  w i t h  t h a t  
e x e m p t i o n  a n d  w i l l  t h e r e b y  a l l o w  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  to 
m o r e  e f f e c t i v e l y  c o m b a t  t e l e m a r k e t i n g  d e c e p t i o n  a n d  fraud.
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(7) - J U S E  C O M M IT T E E  R E P C  T
Date Referred to Committee: January 8, 1996 FURTHER REFERRALS:

!)afo of Committee Action

The TRANSPORTATION Committee considered:

Labor and Commerce 
Judiciary 

Finance

HB 403

HOUSE BILL NO. 403 CONSUMER PROTECTION:USED CAR & MAIL ORDER

“An Act relating to consumer protection involving contracts for the sale, transfer, or assignment of used motor vehicles 
and involving telephonic solicitations.”

recommends it be replaced
with the following committee substitute

[ ) additional referral to ______________
[ J attached amendment(s)

ADOPTS:__________________________

Committee

Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (1>p<) APPROVES PREVIOUS:

I 1 Fiscal note(s) _____________________ [ ] fiscal note(s) _________

[ ] the same title 
( ] a new tide

(Dcp<yD>u:>

zero Fiscal note(s) L fj IAJ ( ] zero fiscal note(s)


