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Senator Johnny E llis

MEMORANDUM
TO: Senator Robin Taylor. Chair
Senate Judiciary Committee
FROM: Senator Johnny Elll
DATE: March 7. 1996
RE: SB 295 - ConsumerProtection
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| respectfully request that you schedule SB 295. relating to consumer
prot' "lion, for a hearing at your earliest convenience. 1lhave attached a

spo .aor statement and other supporting materials.

If you have questions regarding this legislation please do.i t hesitate to

contact me or my legislative aide. Alexis Ross Miller, at ‘165*370*1.
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Senator Johnny E llis

ENATE BILL 285
CONSUMER PROTECTION

SPONSOR STATEMENT

Hits bill was Introduced to create a special appropriation for the Consumer
Protection Division In the Department of Law. Under this measure.
$495,000 would be appropriated from the General Fund to the Department
for Fiscal Year 1997.

Alaska has a reputation as an easy target for scam artists. It Is estimated that
telemarketing fraud alone costs Alaskan consumers more than $10 million a
year. As a state, Alaska lags far behind other states In providing protection
to Its consumers. It Is a Held flooded with violations, particularly when it Is
well known the state docs not have adequate enforcement in place.

This appropriation will reinstate a fully active Consumer Protection Agency,
ihc division would operate at the level It was at before its budget was
crippled during the early 1980s. An essential government service is lacking
when we cannot provide consumer protection to Alaskan residents.
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Corisumop fraud Is n crilnio wtilcli rolls huili Alaska cnnstmiars and
liunust Alaska hiisiuussus. The biggest ‘crime wavo" in Alaska is nonviolent, but it
costs tho average Alaska household an estimated $460 a year. Every year Alaskans lose over $10
million to frauduientbusincss scams and financial con games. Much of this money is lost to Outside

con artists, so that the local .Alaska economy loses as well as the individual.

Fnfarcamant nf cnnsiimtii* protnntinn laws Is Inadnqunfn. Ever since the
state government started slashing funding for consumer protection in tho mid-1980's, Alaska has

» -been without an effectively funded Consumer Protection Agency. Legislative attempts to provide
consumer protection, like tho AKPUtG sponsored telemarketing law (which'made ph'one fraud a
felony with serious fines, prison terms, and extradition procedures), provide little deterrent without

acuvo enforcement.

C ommon scams In A |aSka Bogus invoices. Phony invoices are sent for
. . . - services never rendored. Sometimes these
Free vacation or pri2Cgive-away. Additional ) . L.
. e include a note threatening legal action if the
costs and restrictions often moke the “free™ offer « ooy s .
overdue” bill ia not paid.

more expensive than what ;t actually cost*. Or.
a “processing fee* or taxes of up te $500 arc
required to be paid up front, and the free gift is
never received.

Fraudulent consumer protection. Occasion-
ally a second con artist will contact someone
recently scimmed, posing a* a consumer protec-
tion agent h» or she will require tnonoy to
pursue the case

History o? Consumer Protection In Alaska

.Alaska's Consumer Protection Agency
was once ar effective and well-staffed

Auto or homo repair*. Unnecessary work is
done, or claimed to have been done, or advance
money is required, but the contractor never
arrives.

Investment acasna. Art prints or precious
metals turn out to be cheap reproductions; or
securities, commodities, or foreign bank invest-
ments prove to be noi.eristent.

Alaska Consumer Protection

program. While the state has slashed Budget and Staffing
funding in the last eight years, con-
sumer fraud has skyrocketed. S9CO.COO .18rt*n
SEe00.Co0
In 1991, Gov<.ern.or Steve Co.wpor $700,000
((::ompletely F(jllmlnf_ited;undlng:( for thhe 5600.000
onsumer Protection Agency from the $500.000
Pate budget. In 1992, AKPIRG cam-
- $400,000
paigned to restore tho program, but SN0O.000
ultimately tho legislature appropriated )
only token funding. In tho Us: two 5200.000
5100.000

yean, only one half-timo lawyer was
funded to prosecute violators of
Alaska's consumer protection laws.
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The Solution

The Alaska Pyblic Interest Research Group
(AKPIRG) 1a flghtlng for consumer rltg ts
and seeks to return consumer protection to
%tlggee government and the Alaskan market-
A fully-funded Consumer Protection Agency
would result In stnct enforcement of con-
sumer protection laws. AKPIRG's con-
sumer protection platform calls for:

Even a bud?et increase of $125,000, fora'
tota] budget ot $300,000, could support a .
staff of two lawyers, four volunteer parale-
gal interns from the University of Anchor-
age, and jnvestlgatlve and support staff.

IS minimum budget would pro%ide
enoulgh money to bégin enforcement of
Alaska's telephone fraud law.

» Three Agency ofnees in Anchorage, Ju-

neau, and Falrbanks.

* A 1-800 Agency.consumer hotline for

rural communities.

* An APency staff of paid professionals to
e all'legal, investigative, and field

hand
work.

An. cffcctivu.CQiisum cr Protec_ti_on
findin from"tho Statu." Tn°the 16805,
with operational budgets of §300,000 to
$-100,000, the Consurner Protection A%ency

recouped all of its expenses in successiul
prosecutions and resultant fines.

Tlia Campaign for Effective Consumer Protection

To re-establish an effective

Consumer Protection Agency,

the state Ieglslature must
step forward and ensure that
the budget allocates money
for this important program.

AKPLRG ia calling upon
candidates for the state
legislature to endorse a
consumer protection plat-  *
form, throuqhoutthe sum-
mer and until the November
elections, we will be collect-
Ing 2,000 letters and post-
cards to these candidates,
demonstrating widespread
support for consumer protec-
tion. We also ask thatyou
write a letter to Yo_ur_ repre-
sentative about this impor-
tant issue; a sample is pro-
vided to the right.

Consumer rotection,wip]bo
an AKPIRG priority Ir. tne
coming legisfative session

Sample

-car

Alaska has the weakest Consurer Protection
law er.forceswnt of ail state SOvorr.ver.ts.
Many Alaska households lose over 5-450 a year
sr more to fraud ir. the marketplace. Ve r.ced
ercrc protection because cur state is isolated
and news of perrunant fund checks rakes us
special targets. Cnly the Department of Law
has the msclc tc enforce the laws already cr.
tho bocks.

I urgo ycu to support a budget next session
which would rccpcn three offices in Anchor -
age. Fairbanks, and Juneau to deter rajor
fraud ar.d handle daily consumer ccnplamts.
and restore a hot-lir.e in Fairbanks for the
Bush ccn.unitics. Please listen to ycur
constituents and holp bring back strong
Ccr.sirrcr Protection for htr.osr ->nsur«rs and
honest businesses aliV.i-.

Sincorely.
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Cuts reduce consumer protection staff

mOne attorney and
two staffers try to track
down scam artists

t<cAitocuno r» Ui

ANCHORAGE - A decade
ago, the state attorney general's
office had a 16-member consumer
protection staff working in five
cities around Alaska.

Now there is a single attorney
and two full-time staff members
in Anchorage to investigate and
prosecute lawbreakers who run
scams ranging from phone*sales
fraud to hawking damaged cars. ,

The whittling down of an office
devoted to looking out for Alas-
ka's consumers has some asking
the question: Docs the state
watchdog have any bite?

"I'm concerned that consumer

protection is just going down the
tubes,” Stephen Conn, executive
director of the Alaska Public In-
terest Research Group. "There
are people who think the state
should, at some level, function as
a protector of consumers."

The governor's proposal for
the budget year that starts July 1
would lump funding for Fair Busi-
ness Practices - which includes
antitrust matters - into the De-
partment of Law’s fund for gener-
al legal services. The proposed
funding would drop to $349,500,
from the $115000 in this year’s
budget.

Rep. David Finkclstcin, D-An-
choragc, said Wednesday he will
push for more consumer protec-
tion funding, but he doesn't ex-
pect to succeed.

The consumer protection office
can file civil lawsuits against bus-

inesses suspected of defrauding
the public or enter into agree-
ments with companies to stop cer-
tain business practices.

The office obtained the refund
of more than $30,000 to telemar-
keting customers within the last
year, assistant attorney general
Davced Schwartz said.

Also last year, the office won a
verdict against Anchorage Nissan
over the sale of defective cars
and filed a suit against Block &
Cleaver Meats Inc., a bulk-meat
retailer accused of using "bait
and switch" tactics to iure cus-
tomers.

"But we could be doing a heck
of a lot more with more staff,”
Schwartz said.

The attorney said he has lost a
mediator position in Fairbanks in
the last year, but has added a
part-time, temporary investiga-

tor in Anchorage. "We are able to
rovidc some level of deterrent,”
csaid.

Amid funding cutbacks a few
years ago, the Better Business
Bureau started screening com-
plaints and forwarding the worst
cases to the attorney general’s of-
fice.

The BBB gets about 3,000 calls
per month, and as manv as 40
percent of them arc complaints of
some kind, president Rick Gil-
more said.

"But we are not an enforce-
ment agency,” Gilmore said.-

"It is a travesty, to me. that
the Legislature puts so little em-
phasis on consumer protection.
There has got to be a force in
Alaska that can hit people over
the head," he said. "And we can’t
do that."”
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The consumer
A call for better protection

An ad you might sec in a newspaper-
someday I! Alaskans aren't careful:

CROOKS and CON ARTISTS

Havo you boon chasod out of tho Lowor 48 by
ovorvigllant consumer protoctlon officers?
Alaska’s stato govornmont has olroady cut a
bunch cf monoy from efforts to enforco fair
businoss practicos and now stato officials nro
working really, really hard to cut ovon moro.

If you can't make It big in Alaska, you can’t
moko It anywhorel So como on up; tho
fishing's groatl
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