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Finance Committee considered CS FOR HOUSE BILL NO. 393(JUD) am
HB 393 SALES OF BUSINESS OPPORTUNITIES

"An Act relating to unfair and deceptive trade practices and to the sale of business opportunities; arr ending 
Rules 4 and 73, Alaska Rules of Civil Procedure; and providing for an effective date."

Senate Bill:
[ ] same title

  C S _____________________  (_______) [ j new title
  . *  ̂ House Bill:

CS C- 5  \r t~ 0  3^? 3  ( ) [ ] same title
[ j technical title

] attached amendment(s) [ ] new: SCR #_

and recommends:

] be replaced with 

v f  adopt previous

] adopt Letter of Intent by

] further referral to ____

NEW FISCAL NOTE(S):

Committee

Committee

PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Zero FN# Department Date Fiscal Zero FN# |

I



FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction): 
Title

Bill Version: HB 393
(H) Publish Date: 3/1/02

Fiscal Note Number: 1______

"An Act relating to unfair and deceptive trade 
practices and to the sale of business opportunities:. . ______

Dept. Affected: Law
'BRU Criminal Division: Civil Division

Sponsor
Requester

R e p re se n ta tiv e  S te v e n s
House Labor and Commerce Committee

Component Criminal Appeals/Special Litiqalion
Fair Business Practices___________

Component No. 2279; 2206

Expenditures/Revenues (Thousands o f Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equ 'ment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
1108 Statutory Designated Prog Rcpts

TOTAL * * * * * * * * *« **« *•* * * * * * * * *

0.0Estimate o f any current year (FY2002) cost:
Check this box (X) If funding for this bill is Included In the Governor's FY 2003 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: {Attach a separata paqe if necessary)
HB 393 would provide for the registration and regulation of se lers of business opportunities, which are prepackaged 
small business deals offered mainly to novice entrepreneurs ever the Internet and through newspaper and radio 
advertisements, tele.ision "infomercials," and seminars. Typically, a business opportunity is an arrangement by which 
the seller provides products, equipment, supplies, or services to the buyer; assists the buyer in finding outlets or 
accounts for the buyer's products or services; purchases the products made, produced, or modified by the buyer; or 
provides the buyer with a marketing plan.

The bill would require that sellers of business opportunities reg ster with the state, disclose specific information 
regarding the business to the buyer before sale, use an escrow account to assure delivery of business assets, and 
provide a 30-day right of cancellation for the buyer.

Prepared by: Joan M. Kasson ___ Phone (907) 465-5370
Division Attorney General's Office  Date/Time 2/21/02 2:42 PM

Approved by: Kathryn Daughhetoe for Bruce M. Botelho, Attorney General Date 2/21/2002
Agency Department of Law  ________________________________
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A N A LY S IS  CO NTINU ATIO N

A seller who recklessly violates the registration requirements would be guilty of a class C felony. A seller who 
recklessly violates the contract or cancellation provisions would be guilty of a class A misdemeanor. The bill would 
also amend AS 45.50.471(b) to specify that a violation of the sale of business opportunities statute constitutes an 
unfair or deceptive act or practice in the conduct of trade or commerce.

The Department of Law does not anticipate significant revenues or costs from passage of this legislation. However, 
because there is no regulatory scheme now in effect, we cannot say with certainly how much additional staff time will 
be required to implement this bill.

Given '■'ur experience with implementing the Telephone Solicitation Act, we would guess that no more than ten or 
twelve sellers of business opportunities will register in the first year. Assuming an initial registration fee of $150, the 
revenue in the first year would be approximately $1,500 to $1,800. With an annual renewal fee of $50, the revenue 
from these same sellers would be $500 to $600 in the second year, plus any new initial registrations.

Costs will be generated both by the time spent processing the registration applications, and by time spent on any 
enforcement actions against unscrupulous sellers of business opportunities, who are generally located out of state and 
wno make exaggerated earnings claims to induce buyer participation, and who would be unlikely to register with the 
state. We expect that processing ten to twelve applications per year, while perhaps more time consuming than other 
registrations due to the relative complexity of the business opportunity registration requirements, can be handled within 
existing funding levels. We have no way of anticipating how many enforcement actions may be required. The 
Consumer Protection unit is aware of dozens of business opportunity scams around the country, and they know 
Alaskans are being targeted, but not to what extent. However, the department does not believe the cost of pursuing 
limiied enforcement actions against a few sellers will entail significant amounts of staff time. If our assumptions prove 
to be inaccurate, the department may need lo seek additional funding in the future.

FISCAL NOTE

STATE OF ALASKA BILL NO. HB 393 - FN#1
2002 LEGISLATIVE SESSION
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Judiciary Committee considered CS FOR HOUSE BILL NO. 393(JUD) am
HB 393 SALES OF BUSINESS OPPORTUNITIES

"An Act relating to unfair and deceptive trade practices and to the sale of business opportunities; amending 
Rules 4 and 73, Alaska Rules of Civil Procedure; and providing for an effective date."

and recommends:

[ ] be replaced with. 

[ ̂ adopt previous _

CS

C S ___

[ ] attached amendment(s)

[ ] adopt Letter of Intent by

[ ] further referral to ____

NEW FISCAL NOTE(S):

Senate Bill:
[ ] same title

(_______ ) [ ] new title
House Bill:

( ) [ ] same title

Committee

Committee

[ ] technical title 
[ ] new: SCR #_
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Labor and Commerce&mmittee considered CS FOR HOUSE BILL NO 393(JUD) am
HB 393 SALES OF BUSINESS OPPORTUNITIES

"An Act relating to unfair and deceptive trade practices and to the sale of business opportunities; amending 
Rules 4 and 73, Alaska Rules of Civil Procedure; and providing for an effective date.'

and recommends:

replaced withS CS
[ ] adopt previous  C S ____________
[ ] attached amendment(s)
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[ ] further referral to ____
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