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Appendix

Worksheet
For Fiscal Year 1994, States and other Jurisdictions (for convenience hereafter 
referred to as States) must be in compliance with the HTV mandatory teeing  
standards for certain offenders established by Sec. 1804 of the Crime Control 
Act of 1990, 42 U.S.C. § 3756(f) (hereafter referred to as Section 1804) in 
order to receive continued full funding under the Edward B ’Tne Memorial 
State and Local Law Enforcement Assistance Formula Grant Program.

The purpose of this worksheet is to assist the States in providing ? self- 
assessment of their compliance with Section 1804. It need not be returned.

1. Victim Request.

D o e s  th e  S ta te  s ta tu te  r e q u ir e  a n  H I V  te s t in g  p r o c e d u r e  a t  th e  r e q u e s t  o f  a n y  v ic t im  
o f  a  s e x u a l a c t  fo r  w h ic h  th e  p e r s o n  to  b e  te s te d  w a s  c o n v ic t e d  in  S t a t e  c o u r t  (o r  m a k e  
s u c h  a  te s t m a n d a to r y  fo r  a ll p e r s o n s  th u s  c o n v ic te d  r e g a r d le s s  o f  v ic t im  r e q u e s t )?

~ ^  ‘Su.C.U. -Lp -°JU ̂  o^\ c-U-*-<-<.&<£ ,
What statutory section(s), subsection(s), paragraph(s), or subparagraph(s) or non-statutory 
materials provide this authority?

A S

2. Administration of the Test.

D o e s  th e  S ta te  s ta tu te  r e q u ir e  a n  a g e n c y  o f  th e  S ta te  (s u c h  a s  a  c o u r t ,  h e a lth  
d e p a r tm e n t , c o r r e c t io n a l a u th o r ity , e t c . )  to  d ir e c t  th a t  a  te s t b e  a d m in is te r e d  in  s u c h  c a s e s ?

X  Y e s   N o

D o e s  th e  S ta te  s ta tu te  s p e c if ic a lly  r e q u ir e  te s t in g  in  th e s e  ca s e s  f o r  th e  p r e s e n c e  o f  
a c q u ir e d  im m u n e  d e f ic ie n c y  s y n d r o m e  ( A I D S )  o r  its  p r e c u r s o r , h u m a n  im m u n o d e f ic ie n c y  
v ir u s  ( H I V ) .

X  Y e s  N o

What statutory section(s), subsection(s), paragraph(s), or subparagraph(s) or non-statutory 
materials provide this authority?

A s  « . i o " .  s o  o a t )
A s  r e .  ( S - , 3 i o £ b 5  >
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3. The Person to be Tested.

D o e s  th e  S ta te  s ta tu te  r e q u ir e  p e rs o n s  to  b e  te s te d  w h o  h a v e  b e e n  c o n v ic t e d  u n d e r  S ta te  
la w  o f  a  d e f in e d  s e x u a l a c t?

 Y e s , in  a ll e ase s .. V  Y e s , b u t o n ly  a t th e  r e q u e s t  o f  a  v i c t i m ____ N o

D o e s  th is  e ith e r  s p e c if ic a lly  o r  b y  d e f in it io n a l in c lu s io n  e n c o m p a s s  p e r s o n s  f o u n d  g u ilty  o f
th e  o f fe n s e  b y  a  ju r y  o r  c o u r t , as w e ll as th o s e  e n te r in g  a  p le a s  o f  g u i ’ ty ?  (Note: Became
Question 6 below concerns the definition o f  juveniles as persons “ convicted," please disregard 
that issue fo r  Question 3).

Y  Y e s   N o

What statutory section(s), subsection(s), paragraph(s), o r subparagraph(s) o r non-statutory 
materials' provide this authority?

A S  l ? , l S . 3 o o  Cc £  AS  I I . 4 1 . M I O  -  u . M  L 4 4 0 )

4. Disclosure of the Test Results.

D o e s  th e  S ta te  s ta tu te  p r o v id e  fo r  d is c lo s u r e  o f  th e  te s t  r e s u lts  to  t h e  b o t h  th e  v ic t im  
a n d  th e  p e r s o n  te s te d ?

X  Y e s   N o

What statutory section(s), subsection(s), paragraph(s), o r subparagraph(s) o r non-statutory 
materials provide this authority?

A S  I S .  l b .  3 0 0  (Ta)
5. Victim Services.

D o e s  th e  S ta te  s ta tu te  p r o v id e  fo r  m a k in g  th e  fo llo w in g  s e r v ic e s  a v a ila b le  to  th e
v ic t im s  o f  th e s e  s e x u a l a c ts  a t th e ir  re q u e s t:

1. C o u n s e lin g  re g a r d in g  H I V  d is e a s e ?  
y  Y e s   N o

2 . H I V  te s t in g  in  a c c o r d a n c e  w ith  a p p lic a b le  la w ?
X  Y e s   N o

3 . R e fe r r a l fo r  a p p r o p r ia te  h e a lth  ca re  a n d  s u p p o r t  s e r v ic e s ?
X '  Y e s   N o

What statutory section(s), subsection(s), paragraph(s), or subparagraph(s) o r non-statutory 
materials provide this authority?

A S  1 5 " . 3 1 0  ( In )
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What are the sources of the funds to pay for these services?
^ Yv\.ewV W s fcW v  "+■ S o c i a l  £*a_rv>C.C.5

C-\e*A 'p -aX<̂  A-eXe^A -z^A  o r i e r  <=>"£ 4-Lj- COu-^+
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W'ftor statutory section(s), subsection(s), paragraph(s), or subparagraph(s) or non-statutory 
materials provide this authority?

• ‘A S  ■ t S . 3 \ o ( k )
A^> IS . l S \  9 0 0  
^  S l b .  ”3*2-0

6. Definition of the term “convicted” as including Juveniles.

Does the State statute require HIV testing for juveniles who have been adjudicated 
under State law of committing sexual acts as it does with adults?

X  Yes  No

What statutory section(s), subsection(s), paragraph(s), or subparagraph(s) or non-statutory 
materials provide this authority?

/ \ S  \% .VS*, ^ o o

7. Definition of the term “Sexual A c t”

Does the State statute define “sexual act” as having the meaning (either literal or 
approximate) as that given the term in 18 U .S.C § 2245(2)(A) or (B)? (See Division 7 of 
the “Guide for the States”).

y  Yes  No

What statutory section(s), subsection(s), paragraph(s), or subparagraph(s) or non-statutory 
materials provide this authority?

A S  l | . 4 l  . 4 1 0  -  I I . 4 1 . 4 4 o
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I  . H O U S E  C O M M IT T E E  R E P O R T
I i * *J (l i )
I Date Referred: March 22, 1993 FURTHER REFERRALS:

I . Date of Committee Action:

The FINANCE Committee considered: jjB U 3

HOUSE BILL NO. 113 CHARITABLE & TELEPHONIC SOLICITING/SALES

"An Act regulating the solicitation of contributions by charitable organizations and paid solicitors and the 
solicitation of sales by telephonic means; and amending Alaska Rules of Civil Procedure 79 and 82."

RECOMMENDATIONS: „ ^  [ ] the same title
be replaced w ith_______ 0  V\ \ \  "cb ^  \ ) [ ] a new title
[ ] have attached amendments(s)
[\/f do pass
[ ] do not pass
f no recommendations
[ ] individual recommendations
[ ] additional referral to th e____________________________________ Committee

ADOPTS:____________________________ letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dept)

[ ] fiscal impact________________________

[ ] zero fiscal note______________________

APPROVES PREVIOUS:

[ ] fiscal note(s)_____________________

\ M  zero fiscal note(s) "5

OTHER RECOMMENDATIONS

F in n ic .

i v n

C H A IR M A N 'S  S IG N A T U R E



Revision Date: February 12. 1993_________________________
Title: "...regulating the solicitation of charitable_________
contributions...solicitation of sales bv telephonic means..."

Sponsor: Representative Larson____________________________
Requestor: Representative Larson___________________  COMPONENT SERIAL NO. 1823

EXPENDITURES/REVENUES:

FISCAL NOTE
STATE OF ALASKA BILL NO. HE 113

1993 LEGISLATIVE SESSION

Department A ffected: Law___________
8RU: Leoal Services____________________
Component: Fair Business Practices

OPERATING FY 94 | FY 95 FY 96 FY 97 FY 98 FY 99
PERSONAL •
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & I
GRANTS, CLAIMS
M ISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE  
FUND SQURC7:
FUNDING:
1002 Federal
1003 GF Match
1004 GF
1005 GF/Program
1006 GF/MHTIA
OTHER
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

i stim ate o f current yea r (FY93) impact: -0- 
ANALYSIS: (A ttach a separate page if necessary.)

Please see attached analysis.
___________O  . A D Pi__________________________________________

—U. 'HN . \
Prepared by: Richard I. Pegues. D irector!_____________________________ Phone: 465-3672
Division: Adm inistrative .ServiceS'DVishi/n A  / Date: February 12. 1993

' J f i K T
Approved by Commissioner: Charles E. Cole./^lttorrfev General

i f i \ l
 .......  ner: Charles E. Cole,/Attorney G_  ______________________________________

Agency: Department o f Law_________________________________________  Date: February 1 2, 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further d istribution information call the Governor's Legislative Office
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FISCAL N O T E

S T A T E  O F  A L A S K A  BILL NO. H B  113
1993 LEGISLATIVE SESSION

ANALYSIS: (continued)

This bill w ould  am end  T itle 4 5  by adding  reg u la to ry  p rov isions to  a d d re s s  a b u s e s  in 
charitab le  fundra ising  and te le m a rk e tin g  so lic ita tio n s .

U nder th is  bill, n o n -ex em p t ch a ritie s  w ould  be requ ired  to :

1. File reg is tra tio n  p a p e rs  w ith  th e  a tto rn e y  genera l iden tify ing  th e  p a rty  m aking th e  
charitab le  so lic ita tio n , and describ in g  th e  ch aritab le  p u rp o se  to  be se rv ed  w ith  th e  p ro ce e d s ;

2. E x ecu te  w ritten  c o n tr a c ts  w ith  any  paid fu n d ra ise rs  es tab lish in g  th e  m eth o d  of 
p a y m e n t for th e  paid fu n d ra ise r, including th e  a m o u n t of an y  c o n tin g e n t fee ; and

3. P rovide ce rta in  in fo rm ation  to  d o n o rs.

N o n -ex em p t te le m a rk e te rs  w ou ld  be requ ired  to :

1. R e g is te r  w ith  th e  a tto rn e y  genera l; and

2 . E x ecu te  w ritten  c o n tr a c ts  w ith  c u s to m e rs  a s  a co n d itio n  of closing an y  s a le s . This 
provision c r e a te s  an  e n fo rceab le  "cooling off p e riod"  th a t  is cu rren tly  lacking in th e s e  high 
p re ssu re  s a le s  s itu a tio n s .

The bill p rov ides crim inal p e n a ltie s  for c h a rita b le  so lic ito rs  w h o  re fu se  to  honor th e  
c o n s u m e r 's  righ t to  revoke a d e a l, or w h o  ta k e  th e  c o n s u m e r 's  m o n ey  w ith o u t observ ing  th e  
cooling off period  under th e  w ritte n  c o n tra c t  p rov ision .

This bill is an  a tte m p t to  so lv e  th e  re la ted  p ro b lem s p re s e n te d  by high p re ssu re  ch arity  
fu n d ra ise rs  w h o  m ake  m is re p re se n ta tio n s  regard ing  th e ir  fu nd ra ising  p u rp o se s ; and  te le p h o n e  
sa le s  a r t is ts  w h o  u se  high p re s su re  ta c t ic s  to  sell m e rc h a n d ise  a t  g rea tly  in fla ted  p rices  w ith  
fa lse  p ro m ises  of e x tra v a g a n t p rizes, and  o th e r illusory  in d u c e m e n ts .

B e c a u se  th e re  is no reg u la to ry  sc h e m e  n o w  in e f fe c t ,  th e  D e p a r tm e n t of Law  c a n n o t 
s a y  w ith  c e r ta in ty  ho w  m uch  add itiona l s ta f f  tim e  will be requ ired  to  m e e t the  p ap e rw o rk  
g e n e ra te d  by th is  bill. But w e  e s tim a te  th a t  th e  initial y e a r 's  filings will n o t g rea tly  ex c ee d  
2 5 0  c h a ritie s , and  1 0 0  te le m a rk e te rs .

The s ta f f  tim e  n eed ed  to  file th e  reg is tra tio n  d o c u m e n ts  will be partially  o f fs e t  by a 
tim e  sa v in g s  in th e  in v estiga tion  s p h e re , b e c a u s e  th e  files will c o n ta in  d a ta  th a t  sign ifican tly  
re d u c e s  in v es tig a tiv e  e ffo rt in c a s e s  involving c h a rita b le  fu n d ra ise rs  and  te le m a rk e te rs . Both 
ty p e s  of c a s e s  cu rren tly  involve s ig n if ic a n t in v e s tig a tiv e  tim e  s p e n t  identify ing th e  peop le  and 
o rg an iza tio n s  involved . Of c o u rs e , to  th e  e x te n t  t h a t  th e  bill d e te rs  illegal c o n d u c t, it will 
resu lt in add itional red u c tio n s  of in v es tig a tiv e  tim e , d u e  to  th e  red u c tio n  in law  v io lations 
requiring in v es tig a tio n . In v es tig a to rs  will be free  to  d e v o te  re s o u rc e s  to  th o se  o th e r  p ressing  
m a tte rs  n eed ing  th e ir a tte n tio n  w h ich  cu rren tly  go  u n a d d re s s e d  b e c a u s e  of red u ced  funding.

In th e  e v e n t th a t  th e  tim e  e s tim a te s  are  in a c c u ra te , th e  D e p a r tm e n t of Law  m ay  need  
to  re tu rn  w ith  a re q u e s t for add itiona l funding in th e  fu tu re . Until su c h  tim e, h o w e v e r , th is  
bill d o es  n o t requ ire  an  in c re ase d  app ro p ria tio n .
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PO SITIO N  PA PER 
HB 113

I have in troduced  H B113 in  an effort to regulate telem arketers and Charitable 
O rganizations w ho solicit donations by  telephone. T here has been  a dram atic 
increase in fraudu len t activity  in this area. It has been brought to m y attention 
that these scam  artists have caused the loss o f m illions o f  dollars each year in 
A laska — m oney that w ould otherw ise circulate am ong legitim ate businesses in 
the local econom y. M any o f these victim s are elderly  or reside in native villages 
and once a so licitor has been  successful in ripping these people off, their nam e is 
often  sold to o ther solicitors, in order to continue the practice.

I w ould hope w ith  regulations in place, the public, w ould have a renew ed tm st, 
again, in  giving to legitim ate charitable organizations, and that the im m ediate 
d istrust w hen that telephone rings w ould be replaced w ith a confidence that a 
person  is giving to a regulated  charity, and indeed that their hard  earned m oney 
is going to that crgan ization  and its charitable needs.

A  m andated  "cooling o ff period" prohibits the telem arketer from  taking the 
custom er's m oney until the agreem ent is reduced to a w ritten contract. This will 
avoid  hasty  .red it card transactions over the phone, w ithout the consum er having 
the tim e to '  • \sider the donation.

T hese types o f  regulations are already in place in other states, it is tim e fo r 
A laska to take the steps needed in regulating this type o f activity.



A L A S K A  P A C I F I C  U N I V E R S I T Y

Vice President 
Universicy Relations

M E M O R A N D U M  
TO: The H o n o ra b le  R o n a ld  L a r s o n
FROM: A lb e r t  J .  A lv a r e z ,  V ic e  P r e s i d e n t ,  U n i v e r s i t y

R e la t i o n s
DATE: M a rch  5, 1993
SUBJECT: H ouse B i l l  No. 113

I  am w r i t i n g  i n  s u p p o r t  o f  HB 113 w h ic h  y o u  h a v e  i n t r o d u c e d  t o  
th e  E ig h t e e n t h  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A la s k a .
As a fu n d  r a i s i n g  p r o f e s s i o n a l  f o r  o v e r  15 y e a r s ,  an d  i n  my 
c a p a c i t y  a s  t h e  C h a irm an  o f  t h e  A s s o c i a t i o n  f o r  H e a l t h c a r e  
P h i la n t h r o p y ,  I  h a v e  f o l lo w e d  t h e  w o rk  do n e  i n  o t h e r  s t a t e s  
r e g a r d in g  t h e  r e g i s t r a t i o n ,  r e g u l a t i o n  an d  e n fo r c e m e n t  o f  
t e le m a r k e t in g  and c h a r i t a b l e  s o l i c i t a t i o n s . The b i l l  y o u  h a v e  
p ro p o s e d  t a k e s  th e  b e s t  o f  w h a t h a s  b e en  le a r n e d  i n  o t h e r  p a r i s  
o f  t h e  c o u n t r y  and  s h o u ld ,  o n ce  e n a c t e d ,  c r e a t e  an  e n v ir o n m e n t  
f r i e n d l y  t o  l e g i t im a t e  c h a r i t a b l e  s o l i c i t a t i o n s ,  an d  u n f r i e n d l y  
t o  f r a u d u l e n t  s c a m s .
J im  F o r b e s ,  i n  h i s  r e c e n t  p r e s e n t a t i o n  t o  t h e  A la s k a  C h a p te r  o f  
t h e  N a t io n a l  S o c i e t y  o f  F und R a i s i n g  E x e c u t i v e s ,  s t a t e d  t h a t  
y o u  w i l l  b e  lo o k in g  f o r  p u b l i c  i n p u t  r e r a r d in g  t h e  r e g i s t r a t i o n  
fo rm  f o r  c h a r i t i e s  a n d  o th e r  in f o r m a t io n  i n  t h e  n e a r  f u t u r e .  
T h is  r e c o g n i t i o n  o f  t h e  a s s i s t a n c e  th o s e  o f  u s  i n  t h e  f u n d  
r a i s i n g  p r o f e s s i o n  may p r o v id e  y o u  i s  a p p r e c i a t e d .
The one s u g g e s t io n  I  w o u ld  l i k e  t o  make i s  t h a t  t h e  la n g u a g e  
" p a id  s o l i c i t o r "  b e  c h a n g e d  t o  " c o n t r a c t  s o l i c i t o r " .  T h i s  w i l l  
make a m ore c l e a r  d i s t i n c t i o n  b e tw e e n  th o s e  o f  u s  who a r e  p a id  
s t a f f  o f  l e g i t im a t e  c h a r i t a b l e  i n s t i t u t i o n s  and  a g e n c i e s ,  an d  
t h o s e  w ho se  s e r v i c e s  a r e  p u r c h a s e d  f o r  p r o j e c t  w o rk .
You and A s s i s t a n t  A t t o r n e y  G e n e r a l J im  F o rb e s  a r e  t o  b e  
commended f o r  th e  good  w o rk  r e p r e s e n t e d  b y  HB 113. A s t h e  
fo rm e r  P r e s i d e n t ,  an d  member o f  t h e  A la s k a  C h a p te r  o f  t h e  
N a t io n a l  S o c i e t y  o f  F un d  R a i s in g  E x e c u t i v e s ,  I  s t a n d  r e a d y  t o  
a s s i s t  y o u  i n  w h a te v e r  w ay n e c e s s a r y  t o  g e t  t h i s  b i l l  p a s s e d .
AJA : EAW: hws

4101 University Drive • Anchorage • Alaska 99508 '*
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MEMORANDUM
TO: H o n o ra b le  Eon L a r so n

S t a t e  o f  A la s k a
House o f  R e p r e s e n t a t iv e s

State of Alaska
D epartm en t of Ln.w

0ATE: J a n u a ry  29, 1993
FILE NQ:

TEL NO.: 269-5206
subject; House b i l l  r e g u la t i n g

t e le p h o n ic  and c h a r i t a b le  
s o l i c i t a t i o n s

FROM: ?o rbe s 
i t  A t to r n e y  G e n e ra l 

F a l r a u s i n e s s  P r a c t i c e s  S e c t io n
rames
; s i s t

D e s c r ip t io n  o f  H i l l
T h is  b i l l  w o u ld  r e g u la t e  s o l i c i t a t i o n s  f o r  t e le p h o n ic  

s a l e s  and  c h a r i t a b l e  fu n d  r a i s i n g ;  a r e a s  w h ic h  a r e ,  f o r  th e  m ost 
p a r t ,  u n r e g u la t e d .  S t a t e  con sum er p r o t e c t io n  i n v e s t i g a t o r s  h ave  
n o t i c e d  a  d r a m a t ic  in c r e a s e  i n  f r a u d u le n t  a c t i v i t y  .in t h i s  a r e a .  
M o st s t a t e s  h a v e  a d o p te d  l e g i s l a t i o n  d e a l in g  w i t h  c h a r i t a b le  
s o l i c i t a t i o n  f r a u d  a n d  t e le m a r k e t in g  scam s, b u t  A la s k a  la g s  b e h in d . 
A s a r e s u l t ,  scam  a r t i s t s  a r e  i n c r e a s i n g l y  a v o id in g  th o s e  s t a t e s ,  
and  a r e  c o n c e n t r a t in g  t h e i r  a c t i v i t i e s  on u n r e g u la t e d  s t a t e s ,  su ch  
ao A la s k a .  We b e l i e v e  t h a t  t h e y  c a u s e  t h e  lo s s  o f  m i l l i o n s  o f  
d o l l a r s  e a c h  y e a r  i n  A la s k a  —  money w h ich  w o u ld  o th e rw is e  
c i r c u l a t e  among l e g i t im a t e  b u s in e s s e s  i n  t h e  l o c a l  economy. Many 
o f  th e  v i c t im s  a r e  e l d e r l y  o r  r e s i d e  i n  n a t i v e  v i l l a g e s ,  and  we 
h a v e  do cum en ted  c a s e s  w he re  i n d i v i d u a l  v i c t im s  h a ve  l o s t  
s u b s t a n t i a l  am oun ts o f  money —  in  th e  t e n s  o f  th o u s a n d s  o f  
d o l l a r s .
S e c t io n  1  :■ _ E e g u la t io n ^  o f^ e le m a r k e t a r s

P u rp o s e : T h is  s e c t i o n  i s  d e s ig n e d  t o  c u r t a i l  a ram pan t
fo rm  o f  f r a u d  w h ic h  t y p i c a l l y  i n v o l v e s  a  h ig h  p r e s s u r e  s a l e s  p i t c h  
b y  te le p h o n e . The c a l l e r  i s  a lm o s t  i n v a r i a b l y  an  o u t- o f- s t a t e  
" b o i l e r  room" o p e r a to r  w i t h  m in im a l t i e s  t o  any one l o c a l i t y ,  and 
w i t h  t h e  a b i l i t y  t o  q u i c k ly  c lo s e  up  sh op , ch ange  i d e n t i t y ,  and r e ­
open a t  a n o th e r  lo c a t io n .

The t y p i c a l  scam  in v o lv e s  a  p ro m ise  t o  th e  con sum er t h a t  
( s ) h e  h a s  won a  f a b u lo u s  p r i z e ,  u s u a l l y  i n c lu d in g  a  new c a r ,  and 
a l l  t h a t  i s  n e c e s s a r y  t o  g e t  t h e  new c a r  (o r  o th e r  f a b u lo u s  p r i z e )  
i s  t h a t  t h e  con sum er a g re e  t o  p u r c h a s e  p ro d u c t s  ( f r e q u e n t ly  
v i t a m in s  o r  s k in  c a r e  p ro d u c ts )  f o r  a  h ig h  p r i c e ,  u s u a l l y  i n  th e  
$500  t o  $750 r a n g e . The s e l l e r  u t i l i z e s  h ig h  p r e s s u r e  t a c t i c s
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d e s ig n e d  t o  f o r c e  t h e  consum er t o  make a  q u ic k  d e c i s io n  t o  a g re e  t o  
th e  p u r c h a s e , l e s t  t h e  o p p o r tu n i t y  t o  w in  t h e  f a b u lo u s  p r i e  be 
l o s t .  The con sum er i s  u s u a l l y  r e q u i r e d  t o  make paym ent <,n th e  
s p o t ,  e i t h e r  b y  a u t h o r i z in g  a c r e d i t  c a r d  c h a rg e  o v e r  t h e  te le p h o n e  
o r ,  more r e c e n t l y ,  b y  w r i t i n g  o u t  a  c h e c k  w h ich  i s  p ic k e d  up  w i t h in  
m in u te s  b y  a c o u r i e r ,  su c h  a s  F e d e r a l E x p r e s s , d is p a t c h e d  b y  th e  
t e le m a r k e t e r .  The con sum er i s  p ro m ise d  t h a t  ( s jh e  w i l l  r e c e i v e  th e  
v a lu a b le  p r i z e  a f t e r  s e v e r a l  w e e k s . By t h e  t im e  th e  consum er 
r e a l i z e s  t h a t  t h e  p r i z e  i s  n o t fo r th c o m in g , t h e  t e le m a r k e t e r  h a s 
f r e q u e n t ly  moved on t o  a  new lo c a t io n ,  w it h  a new i d e n t i t y .

S t a t e  i n v e s t i g a t o r s  h a ve  o b s e r v e d  t h a t  th e  v i c t im s  o f  
th e s e  scam s a r e  f r e q u e n t ly  e l d e r l y ,  and  once th e y  a g re e  t o  a s a le  
b y  one t a l i tm a r k e t e r , th e y  become th e  t a r g e t  o f  num erous 
t e le m a r k e t e r s  b e c a u s e  t h e i r  names a r e  added  o a " s u c k e r s  l i s t "  
w h ich  i s  s o ld  f o r  s u b s t a n t i a l  sums o f  money t o  o th e r  t e le m a r k e t e r s .

Remedy p ro p o se d  b v  b i l l : S e c t io n  l  o f  t h e  b i l l  a t t a c k s
th e  a b o v e - d e s c r ib e d  p ro b lem  in  t h r e e  im p o r ta n t w ay s :

<1) I t  r e q u i r e s  r e g i s t r a t i o n  o f  t e le m a r k e t e r s ,  i n c lu d in g  
d e t a i l e d  in fo rm a t io n  a b o u t e x a c t l y  who th e y  a r e ,  t h e i r  h i s t o r i e s ,  
and th e  p h y s i c a l  lo c a t io n  from  w h ic h  th e y  a r e  o p e r a t in g ;

(2) I t  m anda te s a " c o o l in g  o f f  p e r io d "  b y  p r o h ib i t i n g  
th e  t e le m a r k e t e r  from  t a k in g  t h e  c u s to m e r ' s  money u n t i l  th e  
a g re em en t i s  r e d u c e d  to  a  w r i t t e n  c o n t r a c t ;  and

(3) I t  p r o v id e s  c r im in a l  p e n a l t i e s  f o r  v i o l a t o r s .
The r e g i s t r a t i o n  and i d e n t i f i c a t i o n  r e q u ir e m e n ts  w i l l  

a l lo w  t h e  s t a t e  t o  p in p o in t  t h e  i n d i v i d u a l s  who a r e  o p e r a t in g  h ig h  
p r e s s u r e  t e le p h o n ic  s a l e s ,  and d e te rm in e  w h e th e r th e y  h a v e  p r io r  
c r im in a l  h i s t o r i e s  o r  s i g n i f i c a n t  o th e r  p a s t  p ro b lem s d e a l in g  w it h  
s a l e s  f r a u d ,  m ak in g  c lo s e r  s c r u t i n y  a p p r o p r ia t e .  The s t a t e  
c u r r e n t l y  h a s  no e f f e c t i v e  means o f  f o r c in g  i n d i v i d u a l s ,  who 
c o n d u c t s a l e s  b y  t e le p h o n ic  means a c r o s s  s t a t e  l i n e s ,  t o  i d e n t i f y  
th e m s e lv e s .  B u s in e s s e s  o p e r a t in g  w i t h in  A la s k a  a r e  r e q u i r e d  t o  
o b t a in  a s t a t e  b u s in e s s  l i c e n s e ,  b u t  i n t e r s t a t e  t e le m a r k e t e r s  
r o u t i n e l y  f a i l  t o  com p ly  w i t h  t h i s  r e q u ir e m e n t  —  and th e y  a r e  th e  
o p e r a to r s  t h e  s t a t e  h a s  th e  m o st n eed  to  s u p e r v i s e .

The w r i t t e n  c o n t r a c t  r e q u ir e m e n t  w i l l  p u t  an end  t o  th e  
" h ig h  p r e s s u r e "  t a c t i c  w h ich  i s  so  s u c c e s s f u l  i n  s e p a r a t in g  
con sum ers from  t h e i r  money when th e  p ro m ise  o f  a  v a lu a b le  p r i z e  i s  
in v o lv e d .  con sum ers who h a v e  a c q u ie s c e d  t o  h ig h  p r e s s u r e  s a l e s  
t e c h n iq u e s  f r e q u e n t ly  w is h  to  c a n c e l th e  s a l e  a f t e r  th e y  h a v e  had 
t im e  t o  c a lm ly  r e f l e c t  on t h e  t r a n s a c t i o n .  B u t when th e y  h ave  
a l r e a d y  a u th o r iz e d  a  c r e d i t  c a r d  s a l e  b y  te le p h o n e , o r  a c o u r ie r
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h a s  a l r e a d y  p ic k e d  up t h e i r  p aym en t, r e v o c a t io n  o f  th e  s a l e  i s  n o t 
a lw a y s  p o s s i b le .  The w r i t t e n  c o n t r a c t  r e q u ir e m e n t w i l l  p u t  h ig h  
p r e s s u r e  t e le m a r k e t e r s  on more o f  an e q u a l f o o t in g  w i t h  l o c a l ,  
e s t a b l i s h e d  m e rc h a n ts  who a r e ,  on a  d a y- to - d a y  b a s i s ,  a c c o u n ta b le  
t o  t h e i r  c u s to m e rs  a f t e r  th e  s a l e .

C r im in a l p e n a l t i e s  a t  t h e  f e lo n y  l e v e l  a r e  n e c e s s a r y  i f  
t h e  r e g u la t i o n s  a r e  t o  be  ta k e n  s e r i o u s l y  b y  th e  t e le m a r k e t e r s .  I n  
o u r  e x p e r ie n c e ,  and  i n  d i s c u s s io n s  w i t h  o u r  c o u n te r p a r t s  i n  o th e r  
s t a t e s ,  we f i n d  t h a t  f r a u d u le n t  t e le m a r k e t in g  o p e r a to r s  b u i l d  t h e  
c o s t  o f  d e fe n d in g  c i v i l  s u i t s  i n t o  t h e i r  p r o f i t  s t r u c t u r e s ,  and a r e  
n o t  t h e  l e a s t  b i t  d e t e r r e d  b y  th e  t h r e a t  o f  c i v i l  l i t i g a t i o n  b y  
s t a t e  a t t o r n e y s  g e n e r a l .  M isdem eano r p e n a l t i e s  w o u ld  n o t be 
a d e q u a te  b e c a u se  th e y  do n o t p e rm it  e x t r a d i t i o n ,  and f r a u d u le n t  
t e le m a r k e t in g  o p e r a to r s  v i r t u a l l y  a lw a y s  w o rk  a c r o s s  s t a t e  l i n e s .  
E le v a t in g  t h e  p e n a l t y  t o  t h e  f e lo n y  l e v e l  i s ,  t h e r e f o r e ,  n e c e s s a r y  
i n  o r d e r  t o  p r o v id e  a c r e d ib le  d e t e r r e n t  t o  th o s e  vh c  a r e  o th e rw is e  
d is p o s e d  t o  v i o l a t e  t h e  la w . C o n s id e r in g  t h e  d e g re e  o f  t h e f t  we 
h a ve  o b s e r v e d  i n  t h i s  a r e a , and  th e  v u l n e r a b i l i t y  o f  many o f  th e  
v i c t im s ,  f e lo n y  t r e a tm e n t  i s  a p p r o p r ia t e  t o  th e  o f f e n s e .

E x em p tio n s : T h is  b i l l  i s  n o te w o r th y  f o r  t h e  t y p e s  o f
t r a n s a c t i o n s  n o t c o v e r e d . The b i l l  p r o v id e s  a t o t a l  o f  16 exempt 
c a t e g o r i e s .  These c a t e g o r ie s  exempt s a l e s  o p e r a t io n s  w h ich  we h a ve  
n o t p e r c e iv e d  a s  p r e s e n t in g  a  f r a u d  p ro b lem . M ost l e g i t im a t e  
e n t e r p r i s e s  a r e  exem pt b y  t h e  e x p r e s s  la n g u a g e  o f  th e  b i l l ,  b u t  
th o s e  l e g i t im a t e  s e l l e r s  t h a t  a r e  n o t  exempt w i l l  h a ve  no 
d i f f i c u l t y  c o m p ly in g  w it h  t h e  r e q u ir e m e n ts  o f  th e  b i l l .
S e c t io n  I I :  R e g u la t io n  o f  C h a r i t a b le  S o l i c i t a t i o n s

P u rp o s e : A la s k a  i s  one o f  th e  few  s t a t e s  w ith o u t  some
fo rm  o f  c h a r i t a b l e  s o l i c i t a t i o n  r e g u la t i o n .  I n v e s t i g a t o r s  f o r  t h e  
F a i r  B u s in e s s  P r a c t i c e s  S e c t io n  h a v e  u n co v e re d  num erous r e c e n t  
ex am p le s o f  scam a r t i s t s  c o l l e c t i n g  money from  th e  p u b l i c  b y  p o s in g  
a s  c h a r i t a b l e  o r g a n iz a t io n s .  We b e l i e v e  t h i s  p ro b lem  t o  be  d o u b ly  
p e r n ic io u s  b e c a u se  t h e s e  scam a r t i s t s  d i v e r t  t h e  l im i t e d  am ount o f  
money a v a i l a b l e  f o r  c h a r i t a b l e  g i v i n g  from  le g i t im a t e  c h a r i t i e s  t o  
t h e i r  own p o c k e t s ;  and  th e y  p o is o n  th e  a tm o sp he re  f o r  c h a r i t a b le  
g i v i n g  b y  m ak ing  members o f  th e  p u b l i c  c y n i c a l  a b o u t d o n a t in g  money 
t o  c h a r i t y ,  He b e l i e v e  t h a t  t h i s  b i l l  w i l l  a d e q u a te ly  a d d r e s s  
th p s ' i p ro b le m s .

O p e ra t io n  o f  th e  S e c t io n : S e c t io n  I I  o f  th e  b i l l
r e q u i r e s  a l l  non-exempt o r g a n iz a t io n s  t o  f i l e  a r e g i s t r a t i o n  
docum en t w it h  t h e  A t to r n e y  G e n e r a l.  I n  th e  c a s e  o f  a p a id  
s o l i c i t o r  (an o r g a n iz a t io n  u n d e r  c o n t r a c t  w ith  a c h a r i t a b le  
o r g a n iz a t io n  t o  r a i s e  money) a bond m u st a l s o  be  f i l e d .  
O r g a n iz a t io n s  a r e  r e g u i r e d  t o  r e - r e g i s t e r  e a ch  y e a r  in  S ep tem be r.
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The r e g i s t r a t i o n  s ta te m e n t w i l l  b e  on a  fo rm  p r o v id e d  by 
t h e  A t to r n e y  g e n e r a l ,  i n  a c c o rd a n c e  w i t h  r e g u la t i o n s  t o  b e  a d o p te d  
u n d e r  t h e  b i l l .  T h e re  w i l l  b e  no r e g i s t r a t i o n  f e e .

The b i l l  r e q u i r e s  t h a t  p a id  s o l i c i t o r s  e n t e r  i n t o  a 
w r i t t e n  c o n t r a c t  w i t h  th e  c h a r i t a b le  o r g a n iz a t io n  on w hose b e h a l f  
t h e  s o l i c i t a t i o n s  a r e  made* The c o n t r a c t  m u s t c l e a r l y  s p e l l  o u t  
th e  r e s p e c t i v e  o b l i g a t i o n s  o f  t h e  p a r t i e s ,  i n c lu d in g  t h e  m ethod f o r  
c a l c u l a t i n g  th e  com p en sa tio n  o f  th e  p a id  s o l i c i t o r .  A copy o f  t h a t  
c o n t r a c t  m u st b e  f i l e d  w it h  t h e  A t to r n e y  G e n e r a l.

D i s c lo s u r e s : P a id  s o l i c i t o r s  a r e  r e q u i r e d  b y  t h e  b i l l  t o
d i s c l o s e  i d e n t i f y i n g  in fo rm a t io n  to  t h e  p e r so n  s o l i c i t e d  so  t h a t  
( s )h e  w i l l  h a v e  a  c l e a r  p i c t u r e  o f  who i t  i s  t h a t  i s  c a l l i n g ,  who 
i t  i s  t h a t  th e y  r e p r e s e n t ,  and  w ha t c h a r i t a b l e  p u rp o se  i s  s e r v e d  b y  
th e  o r g a n iz a t io n .  Upon r e q u e s t ,  a p a id  s o l i c i t o r  i s  r e q u i r e d  t o  
p r o v id e  a f i n a n c i a l  s t a te m e n t  o f  t h e  c h a r i t a b l e  o r g a n iz a t io n  and 
th e  te rm s  o f  t h e  c o n t r a c t  u n d e r  w h ich  th e  s o l i c i t o r  i s  p a id .

M a i l and  B ro a d c a s t  S o l i c i t a t i o n s : P a id  s o l i c i t o r s  who
r a i s e  money b y  means o f  m a i l ,  r a d io ,  o r  t e l e v i s i o n  a r e  r e q u i r e d  b y  
t h e  b i l l  t o  se n d  th e  d o n o r w r i t t e n  c o n f i rm a t io n  o f  an y  p le d g e  t h a t  
i s  r e c e i v e d ,  i n c lu d in g  d i s c l o s u r e  o f  t h e  i d e n t i t y  o f  t h e  p e rso n  
m ak in g  t h e  s o l i c i t a t i o n ,  t h e  c h a r i t a b l e  o r g a n iz a t io n  on whose 
b e h a l f  t h e  s o l i c i t a t i o n  i s  b e in g  m ade, and t h e  p u rp o se  f o r  w h ich  
th e  fu n d s  w i l l  b e  u s e d .

U n la w fu l P r a c t i c e s : The b i l l  p r o h i b i t s  th e  u s e  o f  any
d e c e p t iv e  s t a te m e n t s  i n  t h e  c o u r s e  o f  a s o l i c i t a t i o n .  s t a t e  
i n v e s t i g a t o r s  h a v e  d i s c o v e r e d  t h a t ,  p a r t i c u l a r l y  i n  th e  c a s e  o f  
t e le p h o n ic  s o l i c i t a t i o n s  b y  phony o r  " so u n d  a l i k e "  c h a r i t i e s ,  
d e c e p t iv e  o r  f a l s e  in fo rm a t io n  i s  f r e q u e n t l y  d is s e m in a t e d .

R e co rd s  i The b i l l  p r o v id e s  t h a t  t h e  r e g i s t r a t i o n  
s t a t e m e n t s ,  w r i t t e n  c o n t r a c t s ,  and o th e r  do cum en ts f i l e d  w it h  th e  
A t to r n e y  G e n e ra l a r e  p u b l i c  r e c o r d s ,  c h a r i t a b l e  o r g a n iz a t io n s  a r e  
a l s o  r e q u i r e d  t o  m a in ta in  t h e i r  r e c o r d s  f o r  a p e r io d  o f  t h r e e  y e a r s  
i n  a fo rm  t h a t  p e rm it s  them  t o  b e  a u d i t e d .

E n fo rc em en t and P e n a l t i e s : V io la t i o n s  o f  t h i s  la w  can  b e  
e n fo r c e d  p r i v a t e l y  b y  e i t h e r  th e  c h a r i t a b l e  o r g a n iz a t io n  w h ich  
s u s t a i n s  dam ages a s  a  r e s u l t  o f  a n o th e r  o r g a n iz a t io n  o r  s o l i c i t o r ' s  
v i o l a t i o n  o f  t h e  s e c t i o n ,  o r  b y  a p e r so n  who m akes a c h a r i t a b le  
c o n t r ib u t io n  to  a  s o l i c i t o r  who v i o l a t e s  t h e  la w . I t  c an  a l s o  be 
e n fo r c e d  b y  th e  A t to r n e y  G e n e r a l.  The b i l l  p r o v id e s  a  p o w e r fu l 
p r i v a t e  rem edy i n  t h a t  i t  p e rm it s  t h e  c o u r t  t o :  i s s u e  an
in ju n c t i o n  a g a in s t  f u r t h e r  v i o l a t i o n s ;  aw a rd  dam ages f o r  th e  
v i o l a t i o n ;  and r e q u i r e  t h e  v i o l a t o r  t o  p a y  100% o f  th e  a t t o r n e y ' s  
f e e s  and c o s t s  in c u r r e d  b y  t h e  a g g r ie v e d  p a r t y .  I n  th e  c a s e  o f  a
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w i l l f u l  v i o l a t i o n ,  t r e b l e  dam ages c an  be  aw a rd ed  u n d e r  t h e  C o n su la r  
P r o t e c t io n  A c t .  The b i l l  a l s o  p r o v id e s  a c r im in a l  m isdem eano r 
p e n a l t y  f o r  nonexempt p e r s o n s  o r  o r g a n iz a t io n s  who f a i l  t o  f i l e  t h e  
n e c e s s a r y  r e g i s t r a t i o n  papers-

E x em p tio n s : The f o l lo w in g  a r e  exem p t from  r e g i s t r a t i o n
u n d e r  t h i s  b i l l ;  c h u r c h  o r  r e l i g i o u s  o r g a n i z a t io n s ;  p o l i t i c a l  
c a n d id a t e s ;  o r g a n iz a t io n s  t h a t  do n o t r a i s e  more rh a n  $5,000 in  
c o n t r i b u t io n s  in  a g iv e n  y e a r ;  and  c h a r i t a b l e  gam ing o p e r a to r s  
l i c e n s e d  u n d e r  AS 05.15.100. The te rm  " p a id  s o l i c i t o r "  u n d e r  th e  
b i l l  d o e s  n o t  a p p ly  t o  an i n d i v i d u a l  who c o u n s e ls  a p e r so n  o r  
i n s t i t u t i o n  on w h e th e r  t o  make a  c o n t r i b u t io n ,  n o r  d o e s  i t  in c lu d e  
a  s a l a r i e d  o f f i c e r ,  em p lo yee , o r  v o lu n t e e r  o f  a c h a r i t a b le  
o r g a n iz a t io n .

R e g u la t io n s  : The b i l l  g i v e s  t h e  D ep a rtm en t o f  Law
a u t h o r i t y  t o  a d o p t r e g u la t i o n s  t o  im p lem en t i t .
S e c t io n  I I I :  R e la t io n  t o  Consumer P r o t e c t io n  la w

V io la t i o n  o f  e i t h e r  S e c t io n  I  o r  S e c t io n  I I  o f  t h i s  b i l l  
w o u ld  c o n s t i t u t e  a  v i o l a t i o n  o f  t h e  Consumer P r o t e c t io n  A c t ,  
AS 45.50.471(b). U nder t h i s  s e c t i o n ,  b o th  th e  A t to r n e y  G enera j. and 
p r i v a t e  i n d i v i d u a l s  w o u ld  h a ve  a u t h o r i t y  t o  e n fo r c e  p r o v i s io n s  o f  
th e  la w  w i t h  t h e  m echan ism s a v a i l a b l e  u n d e r  t h e  con sum er P r o t e c t io n  
A c t .  T h ese  m echan ism s in c lu d e  i n j u n c t i v e  r e l i e f ,  and  t r e b l e  
dam ages i n  th e  c a s e  o f  a " w i l l f u l "  v i o l a t i o n .
s e c t io n  IV :  F u l l  C o s ts  and  A t to r n e y ' s ,  F ee s

By p r o v id in g  t h a t  l i t i g a t i o n  u n d e r  S e c t io n  I I  o f  t h e  b i l l  
c o u ld  r e s u l t  in  an aw a rd  o f  f u l l  c o s t s  and a t t o r n e y ' s  f e e s ,  th e  
b i l l  c o n f l i c t s  w ith  C i v i l  R u le s  79 and 82. S e c t io n  4 o f  t h e  b i l l  
r e s o l v e s  th e  c o n f l i c t  b y  s p e c i f i c a l l y  p r o v id in g  t h a t  R u le s  79 and 
82 be  amended t o  t h e  e x t e n t  p ro v id e d  i n  t h e  b i l l .  S e c t io n  4 
r e q u i r e s ,  t h e r e f o r e ,  p a s s a g e  b y  a tw o - th i r d  v o te  o f  th e  
L e g i s l a t u r e .
c o n c lu s io n

S e c t io n  I  o f  th e  b i l l  d e a l in g  w i t h  t e le m a r k e t in g  i s  
l a r g e l y  p a t t e r n e d  a f t e r  e x i s t i n g  s t a t u t e s  i n  O regon and  F lo r i d a .  
The O regon and F lo r i d a  la w s  h a v e  r e p o r t e d ly  been  h e lp f u l  i n  
d e t e r r i n g  t e le m a r k e t in g  f r a u d .  I n  f a c t ,  we b e l i e v e  t h a t  th e  
c u r r e n t  in c r e a s e  i n  t e le m a r k e t in g  f r a u d  i n  A la s k a  way b e  t h e  
r e s u l t ,  a t  l e a s t  i n  p a r t ,  o f  th e  s u c c e s s f u l  im p le m e n ta t io n  o f  
r e g u la t i o n s  i n  o th e r  s t a t e s .  T e le m a rk e te r s  who f i n d  in h o s p i t a b le  
c o n d i t io n s  i n  o th e r  s t a t e s  d u e  t o  e f f e c t i v e  l e g i s l a t i o n  a r e  
p r o b a b ly  t u r n in g  t h e i r  a t t e n t io n  t o  s t a t e s  l i k e  A la s k a  w h ic h  do n o t
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h a ve  s im i l a r  l e g i s l a t i o n .  Law e n fo rc em en t o f f i c e r s  i n  o th e r  s t a t e s  
who h a v e  e x e c u te d  s e a r c h  w a r r a n t s  on t e le m a r k e t e r  " b o i l e r  room s" 
r e p o r t  t h a t  th e y  h a v e  se e n  s i g n s  on t h e  w a l l s  r em in d in g  t h e  s a l e s  
a g e n t s  n o t  t o  make s o l i c i t a t i o n  c a l l s  i n  c e r t a in  s t a t e s ,  d u e  t o  th e  
a n t i c i p a t e d  l e v e l  o f  la w  e n fo rc em en t.

We b e l i e v e  t h a t  S e c t io n  I  o f  th e  b i l l  s t r i k e s  th e  
a p p r o p r ia t e  b a la n c e  be tw een  l e g i t im a t e  s a l e s  o p e r a t io n s  and 
s o c i e t y ' s  n eed  t o  r e g u la t e  i l l e g i t i m a t e  scam o p e r a t io n s .  We 
b e l i e v e  t h a t  S e c t io n  I  o f  t h e  b i l l  d o e s  so  w i t h o u t  i n t e r f e r i n g  
u n d u ly  i n  l e g i t im a t e  s a l e s  o p e r a t io n s .

S e c t io n  I I  o f  t h e  b i l l  i s  l a r g e l y  p a t t e r n e d  a f t e r  th e  
M ic h ig a n  c h a r i t a b le  s o l i c i t a t i o n  s t a t u t e ,  w i t h  c e r t a in  p r o v i s io n s  
bo rrow ed  from  C a l i f o r n i a  and H a w a ii .  We b e l i e v e  t h a t  S e c t io n  I I  
s t r i k e s  t h e  a p p r o p r ia t e  b a la n c e  b e tw een  n o n in t e r f e r e n c e  w i t h  
l e g i t im a t e  c h a r i t a b le  o r g a n iz a t io n s '  fu n d  r a i s i n g  e f f o r t s  and 
s o c i e t y ' s  n eed  t o  d e a l  w i t h  scam  a r t i s t s  who s t e a l  money t h a t  
o th e rw is e  m ig h t b e  d o n a te d  t o  l e g i t im a t e  c h a r i t i e s .  We a n t i c i p a t e  
t h a t  l e g i t im a t e  c h a r i t a b l e  o r g a n iz a t io n s  w i l l  s u p p o r t  t h i s  b i l l .

J F :b e v
c c :  A t to r n e y  G e n e ra l C h a r l ie  C o le

D ep u ty  A t to r n e y  G e n e ra l B ru ce  B o te lh o  
R e g u la t io n s  A t to r n e y  D eborah  B eh r 
L e g i s l a t i v e  L ia i s o n  K r i s  L e th in

TOTAL P .06



D I V I S I O N  O F  L E G A L  S E R V I C E S

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

(907) 465-3867 or 465-2450
FAX (907) 465-2029 130 Reward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M E M O R A N D U M F e b r u a r y  3 , 1 9 9 3

SUBJECT:

TO:

FROM:

S e c t io n a l s u m m a r y  o f  H B  1 1 3

R e p r e s e n ta t iv e  R o n  L a r s o n  
A t t n :  J u d y

T h e r e s a  L .  B a n n is t e ? 1̂ "" 
L e g is la t iv e  C o u n s e l

Y o u  h a v e  r e q u e s te d  a  s e c t io n a l s u m m a r y  o f  th e  a b o v e  d e s c r ib e d  b il l .  A s  a  
p r e lim in a r y  m a tte r , r o t e  th a t  a  s e c t io n a l s u m m a r y  o f  a  b i l l  s h o u ld  n o t  b e  c o n s id e r e d  
a n  a u th o r ita t iv e  in te r p r e ta t io n  o f  th e  b i l l  a n d  th e  b i l l  it s e lf  is  th e  b e s t  s ta te m e n t  o f  
its  c o n te n ts .

S e c t io n  1 o f  th e  b ill a d d s  a  n e w  c h a p te r  r e g u la t in g  te le p h o n ic  s o l ic it a t io n s .

S e c t io n  4 5 .6 3 .0 1 0  r e q u ir e s  a  p e r s o n  s e llin g  p r o p e r ty  o r  s e r v ic e s  b y  t e le p h o n ic  m e a n s  
to  r e g is te r  w ith  th e  D e p a r t m e n t  o f  L a w  b e fo r e  th e  s o lic it a t io n  c a m p a ig n , i f  th e  
p e r s o n  m a k e s  s u b s ta n t ia lly  th e  s a m e  o f fe r  o n  s u b s ta n t ia lly  th e  s a m e  te r m s  to  tw o  o r  
m o r e  p e r s o n s . E s ta b lis h e s  c e r ta in  p r o c e d u r e s  a n d  in fo r m a t io n  r e q u ir e m e n ts  fo r  
r e g is tr a t io n . P r o h ib it s  th e  s e lle r  f r o m  g iv in g  fa ls e  in fo r m a t io n  in  th e  n o t ic e  o f  in te n t  
to  e n g a g e  in  th e  s o lic ita t io n  c a m p a ig n .

S e c t io n  4 5 .6 3 .0 7 0  r e q u ir e s  a  te le p h o n ic  s e lle r  to  o b ta in  f r o m  th e  b u y e r  a  s ig n e d , 
w r it te n  c o n t r a c t  b e fo r e  f in a liz in g  a  p u r c h a s e  p a y m e n t. R e q u ir e s  th e  c o n t r a c t  to  n o t ify  
th e  b u y e r  o f  th e  b u y e r ’s c a n c e lla t io n  a n d  r e p la c e m e n t  r ig h ts  u n d e r  s e c . 4 5 .6 3 .0 3 0 .

S e c t io n  4 5 .6 3 .0 3 0  p r o v id e s  th e  b u y e r  w ith  c e r t a in  c a n c e lla t io n  a n d  r e p la c e m e n t  r ig h ts . 
E s ta b lis h e s  w h e n  th e  s a le  b e c o m e s  f in a l.

S e c t io n  4 5 .6 3 .0 4 0  p r o h ib its  th e  s e lle r  f r o m  m a k in g  c e r ta in  r e p r e s e n ta t io n s  to  th e  
b u y e r .

S e c t io n  4 5 .6 3 .0 5 0  p r o h ib its  a  w a iv e r  o f  th e  b u y e r ’s r ig h ts  u n d e r  th e  c h a p te r . M a k e s  
a  w a iv e r  v o id .



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 departm ent

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 th t 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.

Representative Ron Larson
February 3, 1993
Page 2



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 departm ent..

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.

Representative Ron Larson
Februaiy 3, 1993
Page 3
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A M E R I C A N  
C A N C E R

s? < ; D r : F T YSOCiETY
ALASKA DIVISION, INC.

Nels Anderson, MJO.
President

Jan Young, 1LN.
Chairman o f  the Board

B o lan d  Gower, V JD .
Chairman, Executive Committee

Barbara Kenney 
Secretary

Brent Ulmer 
Treasurer

Diana Kuhns
Executive Vice President

March 1993

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.

406 WEST FIRE WEED LANE, SUITE #204, ANCHORAGE, ALASKA 99503 
(907) 277-8696, FAX (907) 277-8697, or 1-800-47S-9355
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f  SOCIETY*

ALASKA DIVISION, INC.

Nels Anderson, A(M,
PnsUittti
Jan Yeung, R.N.
Chairman c/the Hoard

kokvul Gower, MM.
Chatman, Executive Committee

BorUnaKouuj
Secretary

Brent \'Jimer 
Treasurer

))ioHa .KkJuu 
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,
I n c ,  s u p p o r t s  y o u r  e n d e a v o r .  T h a n k  y o u .

Sincerely,

•cC£-J
DianS Kuhns 
Executive Vice President

cc: Don Rogers, MD, Public Issues Chair

40$ W EST F IR E  W EED LANE, SUITE 1204, ANCHORAGE, ALASKA 99503 
(907) 277*869(5, FAX (907) 277-8697, or 1-800-478-9355
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REG U LA TE C H A R ITY  PR O M O TERS

Squeeze out the con artists ̂  j
' ■•'r> •« >

HTLE THE Legislature strug^es 'with budget cuts
V needed to keep Alaska’s burgeoning bureaucracy,

£g3 >sSBut'^rKaa it comes to those'flyrby-ni^t'’<iimVprcK

erosity, and then disappear with the take-/it’s time to regu-
• : Iateci'-rU tovnmSAbijt . a r t y i a t si »,;.v

’> |  ̂ Alaska, according to the Fair Business'Practices Sec]
5 Jy,ti6no::’the.I>epartinent ofLaw”isonedf.theTews€ai«s,that 

— dqesc t strongly regulate charity promofe^smii non-profits. 
j  ^ ^ y T ^ v v a s  brought home la $  G h n ta  a
:> : egroup set out to raise money for presents forneedychfl- .̂ I '

mon-

i S S i B i  i;

I
I  . REP. RON LARSON, D-Palmei; drafted legislation 
|  ‘ in  Febhiaiy .that .would have, addressed.this situation. It f  
\ ■ was circulated and discussed/ftutneyerintroducecL' $
i c .. The proposed legislation.would require registration of

• |  ,-,most charitable organizations involved inTtelephone; mail,
|  ®ypr ̂ y.otirer kinds of charity ̂ Irritation. It would requirec
• i %'£uciit imoni^tion made piiblic and trading for promoters.
1 w /^ T h e  need to regulate promoters takes on added impor­

tance as government and corporate fundingsources dry up
s •> <durmgthe current economic crunch."Non-OTofitagenaes'j 

that serve the needy depend more and more.on the largesse 
![ of the public— people who answer a knockat the'door o ra  
«f telephone ring and give a dollar or two. I j |£  ••

; Those dollars mount up for the imscrapuTous promofc- 
ers who take advantage of Alaskans’ unselfeh"impulse to. 
share what they have. ‘ ,*i •

- This legislation should go to the top of the list during 
,the 1992-93 ,session. Until then, check out those who solicit 

.: ■' money — even if they say they’re representing well-known
4. organizations. And choose charities that give most of the 

inoney to the needy, not to promoters and their administra­
c t i v e  costs.- ' • ■ .*.<£.•. .. •••■

 .  I
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Bill ta r g e t§ p h § n e  s c a m s
 .............

Law requires written^contractsj cboling-off period
; By lAN M A D E R '
•■: .Thp Associated Pres?

, Telephone, scam
prison terins under, a House bill suits 'are diffictilt'-'td pursue.becdtase - 
aimed at combatting what officials v. the companies usually^operate*fitamf1 
say is r a m p a n t :telephone fraud in', the E o w e r s48 states;.*Scani outfits!
* '  3 *f«i • * 1 . > ’ ’ 1 . ’* l , ?*. r\ a r! if  n  m iU  a I«  •• am U^. J****1Alaska.

There

.. the Eo^er'48 states;* Scani . . __
, • '* ''■> ■ periodically change.their names £?nd 

are no statistics available : moveltheir operations'to avoid l&w;- 
on h o w  m u c h  m o n e y  Alaskans lose ■ V suits *a:iU prosecution,oForbes said.'"^ 
to telephone fraud, but 'Assistant Eousd Bill 113, introduced?
Attorney General JimForbes^said it : R ep ” ' ’
m a y b e  costing million^of.dollars a require
year. ' t  f.

UU U O i j  U 1 U  i i o ,  i i i l l U U U L C U  I
p. R o n  - Larson.^D-Pqlmer^ v fo r  
[uire jcompanies'^that ‘solicit’ 

mail and telephone in Alaska'-to1 J—- , ■ j-, \ * j* ? • ’
Typically,-•scamtyjcfims- are. told with (the attorney general?;detai|led;- w 

they have/won a-prize, that they can. .; information on their location and' 
claim after* making'“an" expensive.':],., history, f  
credit-card purchase, Forbes said/• '

;;Fitherjhe prize never,-sfcpws u p‘ or'’ V . I p396

CO •: CK?O. )r-r-

v. ID - D
&o .•

10*•O'-. Cflt *
- eKi
W'.
&
£ i

P H O N E  S C A M S : < S t a t e ,  s a y s

I Continued ’from Page D-1 . I,! « ^ T O T b i l l '■ w o u ^ i t i t o w
I— i— :--------— —  J, suspects • to .be .extradited
. .The. bill [.would.-, prohibit-I- froni^other states: .
( companies from taking any ; •- Fofbes • said tougher’ laws
1 customer’s m o n e y  without a! in pother >states .. are; forcing 
written contract. That would;- imorei scam artists'“to.';.io6us 
give customers a-.'i“cooling.v on jAlaskp^One.rSQ-year^old 
off” - period after theiV w o m a n  , in' : the Matanuska- 
high-pressiire telephone.:.' Susitna area gave m o r e  than 
pitches, Forbes .said. $35,Q00‘ in :recent.;months:'to
; Criminal • charges are,: variousi'fraudulent, outfits 

!. needed because scam artists 1 . fron^, the West Cqast, Forbes 
.consider defending; against .said, i :•“uy'!;'i|. .
civil lawsuits a routine part. Itfck Giimore^of .tn^Bet- 
of their expenses; Forbes-’ '. ter Business Bureau'of £las-

are, exp ec-
susceptible to'telephone -and-^ ted to-receive favorable con- 
mail solicitations1.” i t  . r r £ i sideration /ilns :ryear.:byr;the'mail solicitations 

panies
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T h e y  re at it a g a u p i i l S t f e S f i f f i e h A l a s k a
By ANNABEL
-r m j u m u u

The attorney 
er protection 
Better Business

panies canvassing the state 
business

Two.elderly Juneau residents 
were contacted recently by out-of- 
state firms and both later' called 
the Juneau police for help. There 
is little that can be done.1 

' •■IngridDull 
al Marketing

but that the sham- 
conditioner - and lotion was

Dull must have mis- 
she thought she was 

to get a $25,000 prize.- ‘‘We 
she was eligible. Eligible: 
a the kev word.”

and 
like 

from
lists of people who' respond to other
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Scams...
Continued from Page 1

company i£i legitimate and the 
complaint filed against him Tues­
day by 83-year-old Jan Woodring 
of the Juneau Pioneers’ Home was 
"because she obviously didn’t lis­
ten to what we said. She only 
heard-What illteW nied  W-hfeahN^c 

' *| *WootiWhg ‘M d *  p&ice'^M^wasH  
- Calle'd'Mbhday'evehing by a com-'" 

pany| "identifying ' itself' as Main - 
Line'America. She said company 
spokesman Robert Chesmore told 

' her she had won $20,000 worth .of 
prizes that she could 'collect'as 
soon as she sent them $2,100, Fed- 

. eralExpress; .....: v. , , .
•' “They said.the $2,100 was sup-., 
posed to take care of costs associ­
ated with the award. I turned it 
down and they called me again. 
They really have pressure tactics. 
They make you feel guilty,” Wood­
ring told the Empire. ■

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

• certified lithograph by Adolph 
Shering valued at $2,500, or a 41- 
inch TV.‘ Krows said Woodring’s 
$2,100 would have purchased either; 
cleaning supplies or a security sys- 

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

Woodring laughed when told 
what Krows had said. "That’s not 
what they said. I  live in the pio­
neers' home:,. why would I. want 
$2,100 worth of cleaning supplies? 
That doesn’t make sense.” f ,

Krows ssiid his industry pro­
vides a service. . "There are some 
people who sit by their phone a l l . 
night and dial all these 800 num:- 
bers because these people are sp 
lonely. I t ’s a true but pathetic fact. 
We brighten their day.

“Why does telemarketing 
work? Telemarketing is brsed on 
greed, the greed of the American 
people. People want to get some­
thing 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 because of 
greed,” Krows said. 

'-"^WoSofih'g^sdlsagreedin^Lm" not.. 
g re ed y  W fti'M t lonely; :ft-.$'nQt-just\; 
r-a'mattercof: being elderly. But I 
ha've'had- a series of mini-strokes. I 
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 .1992 and had recently 
.signed ' a voluntary compliance 
agreemenf”with the state of Ore­
gon, agreeing not to engage direct­
ly or indirectly in solicitation .there 
and to pay restitution to any Ore­
gonian requesting it.

"Did I go 4o Alaska and put a ’ 
gun to (Woodring’s) head and tell 
her to send a check? No. She does 
it of her own. free "will,” Krows 
said.
.•.■■Another. Las. Vegas telemarket­
ing company apparently targeting 
Alaska’s-elderly calls itself Corpo­
rate Bank Services. Last week, a 
73-year-old Anchorage woman sent 
$1,225 to the company, by Federal 
Express,-, according to. .Williams. 
The.telemarketer said the money 
would be used to pay taxes she 
owed for a $50,000 prize the compa­
ny claimed she would receive the 
next day.; She hasn’t heard from 
them since. %$»•. • -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 be a straight 
crim inal operation,” Williams 
said. .

Conway said Corporate Bank 
Services had gone out of business 
months ago but some unscrupulous 
people may be using its name 
when they call out-of-state resi- , 
dents. (

Rick Gilmore, president of the 
Anchorage-based Alaska Better 
Business Bureau, said, “Ripping 
off < .the* elderlyufseems stop be:i4he
should know’ that when -they are 
called by any of these companies, 
they should first invest a couple of 
dollars in a long-distance phone 
call to the Better Business Bureau 
because we can' tell consumers- 
whether companies are legitimate 
or not.”

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

Meanwhile, Rep. Ron L a r s o n , " 
D-Palmer, is spon oring legisla­
tion ih is  session that would regu­
late- telemarketers, mandate a 
cooling-off period by requiring a 
written contract, and make it a fel­
ony to violate-the law. The bill, 
which would also govern s o l i c i t a - 
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
m ilar legislation.”- •

1



HB 113 - Fact Sheet
Description of Bill
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 w in 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 b ill:
 1........  Requires registration o f telemarketers, who they are, their histories, and physical location. The state has no effective

means o f forcing individuals, who conduct sales by telephonic means across state lines, to identify themselves.
 2........  Mandates telemarketer from taking the customer’s money ’til agreement is reduced to written contract. This w ill 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 o f 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 w ill have no difficulty complying with the requirements o f the bill.

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

Operation o f 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 o f charitable organization and terms o f the contract.

Mail and Broadcast Solicitations: Paid solicitors required by bill to send donor written confirmation o f any pledge received, disclosure 
of identity o f person making solicitation, :haritable organization whose behalf solicitation is being made, purpose for which funds 
will be used.

Unlawful Practices: B ill prohibits use o f 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: B ill gives the Department of Law authority to adopt regulations to implement it.

Section TIT: R elation to consumer Protection Law
Violation o f either Section I  or II o f b ill would constitute a violation o f the Consumer Protection Act.

Section IV : Fu ll Costs and Attorney’s Fees
By providing litigation under Sec. I I  could result in award o f full costs &  attorney’s fees, b ill conflicts with Civil Rules 79 & 82. 
Sec. 4 o f bill resolves conflict by specifically providing that Rules 79 &  82 be amended to the extent provided in the bill.

Conclusion: Sec. I  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, o f successful implementation o f regs in other states. Sec. II balances between legitimate sales operations 
and society’s need to regulate illegitimate scams without interfering unduly in legitimate sales operations. Sec. I I  is largely patterned 
after M I statute with certain provisions borrowed from CA and HI. Sec. I I  balances between noninterference with legitimate 
charitable organizations’ fund raising efforts and society's need to deal effectively with scam artists.
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FISCAL NOTE

ANALYSIS: (continued)

T h i s  b i l l  w o u l d  a m e n d  T i t l e  4 5  b y  a d d i n g  r e g u l a t o r y  p r o v i s i o n s  t o  a d d r e s s  a b u s e s  i n  
c h a r i t a b l e  f u n d r a i s i n g  a n d  t e l e m a r k e t i n g  s o l i c i t a t i o n s .

U n d e r  t h i s  b i l l ,  n o n - e x e m p t  c h a r i t i e s  w o u l d  b e  r e q u i r e d  t o :

1 .  F i l e  r e g i s t r a t i o n  p a p e r s  w i t h  t h e  a t t o r n e y  g e n e r a l  i d e n t i f y i n g  t h e  p a r t y  m a k i n g  t h e  
c h a r i t a b l e  s o l i c i t a t i o n ,  a n d  d e s c r i b i n g  t h e  c h a r i t a b l e  p u r p o s e  t o  b e  s e r v e d  w i t h  t h e  p r o c e e d s ;

2 .  E x e c u t e  w r i t t e n  c o n t r a c t s  w i t h  a n y  p a i d  f u n d r a i s e r s  e s t a b l i s h i n g  t h e  m e t h o d  o f  
p a y m e n t  f o r  t h e  p a i d  f u n d r a i s e r ,  i n c l u d rn g  t h e  a m o u n t  o f  a n y  c o n t i n g e n t  f e e ;  a n d

3 .  P r o v i d e  c e r t a i n  i n f o r m a t i o n  t o  d o n o r s .

N o n - e x e m p t  t e l e m a r k e t e r s  w o u l d  b e  r e q u i r e d  t o :

1 .  R e g i s t e r  w i t h  t h e  a t t o r n e y  g e n e r a l ;  a n d

2 .  E x e c u t e  w r i t t e n  c o n t r a c t s  w i t h  c u s t o m e r s  a s  a  c o n d i t i o n  o f  c l o s i n g  a n y  s a l e s .  T h i s  
p r o v i s i o n  c r e a t e t  a n  e n f o r c e a b l e  " c o o l i n g  o f f  p e r i o d "  t h a t  i s  c u r r e n t l y  l a c k i n g  i n  t h e s e  h i g h  
p r e s s u r e  s a l e s  s i t u a t i o n s .

T h e  b i l l  p r o v i d e s  c r i m i n a l  p e n a l t i e s  f o r  c h a r i t a b l e  s o l i c i t o r s  w h o  r e f u s e  t o  h o n o r  t h e  
c o n s u m e r ' s  r i g h t  t o  r e v o k e  a  d e a l ,  o r  w h o  t a k e  t h e  c o n s u m e r ' s  m o n e y  w i t h o u t  o b s e r v i n g  t h e  
c o o l i n g  o f f  p e r i o d  u n d e r  t h e  w r i t t e n  c o n t r a c t  p r o v i s i o n .

T h i s  b i l l  i s  a n  a t t e m p t  t o  s o l v e  t h e  r e l a t e d  p r o b l e m s  p r e s e n t e d  b y  h i g h  p r e s s u r e  c h a r i t y  
f u n d r a i s e r s  w h o  m a k e  m i s r e p r e s e n t a t i o n s  r e g a r d i n g  t h e i r  f u n d r a i s i n g  p u r p o s e s ;  a n d  t e l e p h o n e  
s a l e s  a r t i s t s  w h o  u s e  h i g h  p r e s s u r e  t a c t i c s  t o  s e l l  m e r c h a n d i s e  a t  g r e a t l y  i n f l a t e d  p r i c e s  w i t h  
f a l s e  p r o m i s e s  o f  e x t r a v a g a n t  p r i z e s ,  a n d  o t h e r  i l l u s o r y  i n d u c e m e n t s .

B e c a u s e  t h e r e  i s  n o  r e g u l a t o r y  s c h e m e  n o w  i n  e f f e c t ,  t h e  D e p a r t m e n t  o f  L a w  c a n n o t  
s a y  w i t h  c e r t a i n t y  h o w  m u c h  a d d i t i o n a l  s t a f f  t i m e  w i l l  b e  r e q u i r e d  t o  m e e t  t h e  p a p e r w o r k  
g e n e r a t e d  b y  t h i s  b i l l .  B u t  w e  e s t i m a t e  t h a t  t h e  i n i t i a l  y e a r ' s  f i l i n g s  w i l l  n o t  g r e a t l y  e x c e e d  
2 5 0  c h a r i t i e s ,  a n d  1 0 0  t e l e m a r k e t e r s .

T h e  s t a f f  t i m e  n e e d e d  t o  f i l e  t h e  r e g i s t r a t i o n  d o c u m e n t s  w i l l  b e  p a r t i a l l y  o f f s e t  b y  a  
t i m e  s a v i n g s  i n  t h e  i n v e s t i g a t i o n  s p h e r e ,  b e c a u s e  t h e  f i l e s  w i l l  c o n t a i n  d a t a  t h a t  s i g n i f i c a n t l y  
r e d u c e s  i n v e s t i g a t i v e  e f f o r t  i n  c a s e s  i n v o l v i n g  c h a r i t a b l e  f u n d r a i s e r s  a n d  t e l e m a r k e t e r s .  B o t h  
t y p e s  o f  c a s e s  c u r r e n t l y  i n v o l v e  s i g n i f i c a n t  i n v e s t i g a t i v e  t i m e  s p e n t  i d e n t i f y i n g  t h e  p e o p l e  a n d  
o r g a n i z a t i o n s  i n v o l v e d .  O f  c o u r s e ,  t o  t h e  e x t e n t  t h a t  t h e  b i l l  d e t e r s  i l l e g a l  c o n d u c t ,  i t  w i l l  
r e s u l t  i n  a d d i t i o n a l  r e d u c t i o n s  o f  i n v e s t i g a t i v e  t i m e ,  d u e  t o  t h e  r e d u c t i o n  i n  l a w  v i o l a t i o n s  
r e q u i r i n g  i n v e s t i g a t i o n .  I n v e s t i g a t o r s  w i l l  b e  f r e e  t o  d e v o t e  r e s o u r c e s  t o  t h o s e  o t h e r  p r e s s i n g  
m a t t e r s  n e e d i n g  t h e i r  a t t e n t i o n  w h i c h  c u r r e n t l y  g o  u n a d d r e s s e d  b e c a u s e  o f  r e d u c e d  f u n d i n g .

I n  t h e  e v e n t  t h a t  t h e  t i m e  e s t i m a t e s  a r e  i n a c c u r a t e ,  t h e  D e p a r t m e n t  o f  L a w  m a y  n e e d  
t o  r e t u r n  w i t h  a  r e q u e s t  f o r  a d d i t i o n a l  f u n d i n g  i n  t h e  f u t u r e .  U n t i l  s u c h  t i m e ,  h o w e v e r ,  t h i s  
b i l l  d o e s  n o t  r e q u i r e  a n  i n c r e a s e d  a p p r o p r i a t i o n .
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A M E N D M E N T

OFFERED IN TH E SENATE BY SENATOR FRANK0
TO: CSHB 113(FIN)

Page 3, line 13:

D elete "Unless the"

Page 3, lines 14 - 19:

D elete all material.

Insert "Registration under this chapter does not constitute a license, consent, permit, 

endorsem ent, or other form o f  approval from the state.

(b) A telephonic seller that has registered under this chapter m ay state that 

fact to a prospective buyer, but may not, directly o r indirectly, m ake a  representation 

contrary to the provisions o f (a) of this section."
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P O S IT IO N  P A P E R  
C S H B  113 (F IN )

I h a v e  in tro d u c e d  C S H B  113 (F IN ) in  an  e f fo r t  to  re g u la te  te le m a rk e te rs  an d  
C h a r ita b le  O rg a n iz a tio n s  w h o  so lic it d o n a tio n s  b y  te le p h o n e . T h e re  h a s  b e e n  a 
d ra m a tic  in c re a se  in  f ra u d u le n t ac tiv ity  in  th is  a rea . I t  h a s  b e en  b ro u g h t to  m y  
a tte n tio n  th a t th e se  scam  a rtis ts  h av e  c a u se d  th e  lo ss  o f  m illio n s  o f  d o lla rs  e a c h  
y e a r  in  A la sk a  ~  m o n ey  th a t w o u ld  o th e rw ise  c irc u la te  a m o n g  le g itim a te  
b u s in e s se s  in  the  lo ca l e c o n o m y . M an y  o f  th e se  v ic tim s  a re  e ld e r ly  o r  re s id e  in  
n a tiv e  v illa g e s  a n d  once  a  so lic ito r  h a s  b e e n  su c c e ss fu l in  r ip p in g  th e se  p e o p le  o ff, 
th e ir  n am e  is o f te n  so ld  to  o th e r  so lic ito rs , in  o rd e r  to  c o n tin u e  th e  p ra c tic e .

I  w o u ld  h o p e  w ith  re g u la tio n s  in  p la ce , th e  p u b lic , w o u ld  h a v e  a  ren ew ed  tru s t, 
a g a in , in  g iv in g  to  le g itim a te  c h a ritab le  o rg a n iz a tio n s , a n d  th a t th e  im m e d ia te  
d is tru s t  w h e n  th a t te le p h o n e  rin g s  w o u ld  b e  re p la c e d  w ith  a  c o n fid e n ce  th a t a 
p e rs o n  is g iv in g  to  a re g u la te d  c h a rity , a n d  in d e ed  th a t th e ir  h a rd  e a rn ed  m o n e y  
is g o in g  to  th a t  o rg a n iz a tio n  a n d  its c h a r ita b le  n e ed s .

A  m a n d a te d  "c o o lin g  o f f  p e r io d "  p ro h ib its  th e  te le m a rk e te r  fro m  ta k in g  the  
c u s to m e r 's  m o n e y  u n til th e  a g re e m e n t is  re d u c e d  to a  w ritte n  c o n tra c t. T h is  w ill 
a v o id  h a s ty  c re d it  c a rd  tra n sac tio n s  o v e r  th e  p h o n e , w ith o u t the  c o n su m e r h a v in g  
th e  tim e  to  c o n s id e r  the  d o n a tio n .

T h e s e  ty p es  o f  re g u la tio n s  a re  a lre ad y  in  p la c e  in o th e r  s ta te s , it is tim e  fo r 
A la sk a  to  ta k e  th e  s teps n e e d e d  in  re g u la tin g  th is  ty p e  o f  a c tiv ity .
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ANALYSIS (Continued):

T h e  H o u s e  F i n a n c e  C o m m i t t e e  CS f o r  H B  113 d o e s  n o t  s i g n i f i c a n t l y  
a l t e r  t h e  p r o v i s i o n s  o f  t h e  b i ll. C o n s e q u e n t l y ,  t h e  D e p a r t m e n t  o f  L aw's 
o r i g i n a l  f i s c a l  n o t e  is r e p e a t e d  be l o w .

T h i s  b i l l  w o u l d  a m e n d  T i t l e  45 b y  a d d i n g  r e g u l a t o r y  p r o v i s i o n s  to 
a d d r e s s  a b u s e s  in  c h a r i t a b l e  f u n d r a i s i n g  a n d  t e l e m a r k e t i n g  s o l i c i t a t i o n s .

U n d e r  t h i s  bill, n o n - e x e m p t  c h a r i t i e s  w o u l d  be r e q u i r e d  to:

1. F i l e  r e g i s t r a t i o n  p a p e r s  w i t h  t h e  a t t o r n e y  g e n e r a l  i d e n t i f y i n g  the 
p a r t y  m a k i n g  t h e  c h a r i t a b l e  s o l i c i t a t i o n ,  a n d  d e s c r i b i n g  the 
c h a r i t a b l e  p u r p o s e  t o  b e  s e r v e d  w i t h  t h e  p r o c e e d s ?

2. E x e c u t e  w r i t t e n  c o n t r a c t s  w i t h  a n y  p a i d  f u n d r a i s e r s  e s t a b l i s h i n g  the 
m e t h o d  o f  p a y m e n t  f o r  t h e  p a i d  f u n d r a i s e r ,  i n c l u d i n g  t h e  a m o u n t  of 
a n y  c o n t i n g e n t  fee; a n d

3. P r o v i d e  c e r t a i n  i n f o r m a t i o n  t o  d o n o r s .

N o n - e x e m p t  t e l e m a r k e t e r s  w o u l d  be  r e q u i r e d  to:

1. R e g i s t e r  w i t h  t h e  a t t o r n e y  g e n e r a l ?  a n d

2. E x e c u t e  w r i t t e n  c o n t r a c t s  w i t h  c u s t o m e r s  as a c o n d i t i o n  of c l o s i n g  
a n y  s a l e s .  T h i s  p r o v i s i o n  c r e a t e s  a n  e n f o r c e a b l e  " c o o l i n g  off 
p e r i o d "  t h a t  is c u r r e n t l y  l a c k i n g  in  t h e s e  h i g h  p r e s s u r e  sales 
s i t u a t i o n s .

T h e  b i l l  p r o v i d e s  c r i m i n a l  p e n a l t i e s  f o r  c h a r i t a b l e  s o l i c i t o r s  w h o  
r e f u s e  t o  h o n o r  t h e  c o n s u m e r ' s  r i g h t  t o  r e v o k e  a deal, o r  w h o  t a k e  the 
c o n s u m e r ' s  m o n e y  w i t h o u t  o b s e r v i n g  t h e  c o o l i n g  o f f  p e r i o d  u n d e r  t h e  w r i t t e n  
c o n t r a c t  p r o v i s i o n .

T h i s  b i l l  is a n  a t t e m p t  t o  s o l v e  t h e  r e l a t e d  p r o b l e m s  p r e s e n t e d  by 
h i g h  p r e s s u r e  c h a r i t y  f u n d r a i s e r s  w h o  m a k e  m i s r e p r e s e n t a t i o n s  r e g a r d i n g  t h e i r  
f u n d r a i s i n g  p u r p o s e s ;  a n d  t e l e p h o n e  s a l e s  a r t i s t s  w h o  u s e  h i g h  p r e s s u r e  
t a c t i c s  t o  s e l l  m e r c h a n d i s e  a t  g r e a t l y  i n f l a t e d  p r i c e s  w i t h  f a l s e  p r o m i s e s  of 
e x t r a v a g a n t  p r i z e s ,  a n d  o t h e r  i l l u s o r y  i n d u c e m e n t s .

B e c a u s e  t h e r e  is n o  r e g u l a t o r y  s c h e m e  n o w  i n  e f f e c t ,  t h e  D e p a r t m e n t  
of L a w  c a n n o t  s a y  w i t h  c e r t a i n t y  h o w  m u c h  a d d i t i o n a l  s t a f f  t i m e  w i l l  be 
r e q u i r e d  t o  m e e t  t h e  p a p e r w o r k  g e n e r a t e d  b y  t h i s  b i l l .  B u t  w e  e s t i m a t e  t h a t  
t h e  i n i t i a l  y e a r ' s  f i l i n g s  w i l l  n o t  g r e a t l y  e x c e e d  250 c h a r i t i e s ,  a n d  100 
t e l e m a r k e t e r s .

T h e  s t a f f  t i m e  n e e d e d  t o  f i l e  t h e  r e g i s t r a t i o n  d o c u m e n t s  w i l l  b e



FISCAL NOTE

ANALYSIS (Continued):

STATE OF ALASKA BILL NO. CSHB 113 (FIN)
1993 LEGISLATIVE SESSION

p a r t i a l l y  o f f s e t  b y  a t i m e  s a v i n g s  i n  t h e  i n v e s t i g a t i o n  s p h e r e ,--because the 
i i les w i l l  c o n t a i n  d a t a  t h a t  s i g n i f i c a n t l y  r e d u c e s  i n v e s t i g a t i v e  e f f o r t  in 
c a s e s  i n v o l v i n g  c h a r i t a b l e  f u n d r a i s e r s  a n d  t e l e m a r k e t e r s .  B o t h  t y p e s  of
c a s e s  c u r r e n t l y  i n v o l v e  s i g n i f i c a n t  i n v e s t i g a t i v e  t i m e  s p e n t  i d e n t i f y i n g  the 
p e o p l e  a n d  o r g a n i z a t i o n s  i n v o l v e d .  Of c o u r s e ,  t o  t h e  e x t e n t  t h a t  t h e  bi l l  
d e t e r s  i l l e g a l  c o n d u c t ,  i t  w i l l  r e s u l t  in  a d d i t i o n a l  r e d u c t i o n s  of 
i n v e s t i g a t i v e  t i m e ,  d u e  t o  t h e  r e d u c t i o n  in  l a w  v i o l a t i o n s  r e q u i r i n g  
i n v e s t i g a t i o n .  I n v e s t i g a t o r s  w i l l  b e  f r e e  t o  d e v o t e  r e s o u r c e s  t o  t h o s e  o t h e r  
p r e s s i n g  m a t t e r s  n e e d i n g  t h e i r  a t t e n t i o n  w h i c h  c u r r e n t l y  g o  u n a d d r e s s e d  
b e c a u s e  o f  r e d u c e d  f u n d i n g .

In  t h e  e v e n t  t h a t  t h e  t i m e  e s t i m a t e s  a r e  i n a c c u r a t e ,  t h e  D e p a r t m e n t  
of L a w  m a y  n e e d  t o  r e t u r n  w i t h  a r e q u e s t  f o r  a d d i t i o n a l  f u n d i n g  in the 
f u t ure. U n t i l  s u c h  t i m e ,  h o w e v e r ,  t h i s  b i l l  d o e s  n o t  r e q u i r e  an i n c r e a s e d  
a p p r o p r i a t i o n .
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H o u s e  b i l l  r e g u l a t i n g  
t e l e p h o n i c  a n d  c h a r i t a b l e  
s o l i c i t a t i o n s

D e s c r i p t i o n  of B i l l

T h i s  b i l l  w o u l d  r e g u l a t e  s o l i c i t a t i o n s  f o r  t e l e p h o n i c  
s a l e s  a n d  c h a r i t a b l e  f u n d  r a i s i n g ;  a r e a s  w h i c h  are, f o r  t h e  m o s t  
p a r t ,  u n r e g u l a t e d .  S t a t e  c o n s u m e r  p r o t e c t i o n  i n v e s t i g a t o r s  h a v e  
n o t i c e d  a d r a m a t i c  i n c r e a s e  in f r a u d u l e n t  a c t i v i t y  in t h i s  area. 
M o s t  s t a t e s  h a v e  a d o p t e d  l e g i s l a t i o n  d e a l i n g  w i t h  c h a r i t a b l e  
s o l i c i t a t i o n  f r a u d  a n d  t e l e m a r k e t i n g  s c a m s ,  b u t  A l a s k a  l a g s  b e h i n d .  
A s  a r e s u l t ,  s c a m  a r t i s t s  a r e  i n c r e a s i n g l y  a v o i d i n g  t h o s e  s t a t e s ,  
a n d  a r e  c o n c e n t r a t i n g  t h e i r  a c t i v i t i e s  o n  u n r e g u l a t e d  s t a t e s ,  s u c h  
a s  A l a s k a .  W e  b e l i e v e  t h a t  t h e y  c a u s e  t h e  l o s s  o f  m i l l i o n s  of 
d o l l a r s  e a c h  y e a r  i n  A l a s k a  —  m o n e y  w h i c h  w o u l d  o t h e r w i s e  
c i r c u l a t e  a m o n g  l e g i t i m a t e  b u s i n e s s e s  in t h e  l o c a l  e c o n o m y .  M a n y  
o f  t h e  v i c t i m s  a r e  e l d e r l y  o r  r e s i d e  in  n a t i v e  v i l l a g e s ,  a n d  w e  
h a v e  d o c u m e n t e d  c a s e s  w h e r e  i n d i v i d u a l  v i c t i m s  h a v e  l o s t  
s u b s t a n t i a l  a m o u n t s  o f  m o n e y  —  in t h e  t e n s  o f  t h o u s a n d s  of 
d o l l a r s .

S e c t i o n  1: R e g u l a t i o n  o f  T e l e m a r k e t e r s

P u r p o s e : T h i s  s e c t i o n  is d e s i g n e d  t o  c u r t a i l  a r a m p a n t
f o r m  of  f r a u d  w h i c h  t y p i c a l l y  i n v o l v e s  a h i g h  p r e s s u r e  s a l e s  p i t c h  
b y  t e l e p h o n e .  T h e  c a l l e r  is a l m o s t  i n v a r i a b l y  a n  o u t - o f - s t a t e  
" b o i l e r  r o o m "  o p e r a t o r  w i t h  m i n i m a l  t i e s  t o  a n y  o n e  l o c a l i t y ,  a n d  
w i t h  t h e  a b i l i t y  t o  q u i c k l y  c l o s e  u p  shop, c h a n g e  i d e n t i t y ,  a n d  r e­
o p e n  a t  a n o t h e r  l o c a t i o n .

T h e  t y p i c a l  s c a m  i n v o l v e s  a p r o m i s e  t o  t h e  c o n s u m e r  th a t  
( s ) h e  h a s  w o n  a f a b u l o u s  p r i z e ,  u s u a l l y  i n c l u d i n g  a n e w  car, a n d  
a l l  t h a t  is n e c e s s a r y  t o  g e t  t h e  n e w  c a r  (or o t h e r  f a b u l o u s  pri z e )  
i s  t h a t  t h e  c o n s u m e r  a g r e e  t o  p u r c h a s e  p r o d u c t s  ( f r e q u e n t l y  
v i t a m i n s  o r  s k i n  c a r e  p r o d u c t s )  f o r  a h i g h  p r i c e ,  u s u a l l y  i n  t h e  
$ 5 0 0  t o  $ 7 5 0  r a n g e .  T h e  s e l l e r  u t i l i z e s  h i g h  p r e s s u r e  t a c t i c s
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d e s i g n e d  t o  f o r c e  t h e  c o n s u m e r  t o  m a k e  a q u i c k  d e c i s i o n  t o  a g r e e  t o  
t h e  p u r c h a s e ,  l e s t  t h e  o p p o r t u n i t y  t o  w i n  t h e  f a b u l o u s  p r i z e  be  
lost. T h e  c o n s u m e r  is u s u a l l y  r e q u i r e d  t o  m a k e  p a y m e n t  o n  t h e  
spot, e i t h e r  b y  a u t h o r i z i n g  a c r e d i t  c a r d  c h a r g e  o v e r  t h e  t e l e p h o n e  
or, m o r e  r e c e n t l y ,  b y  w r i t i n g  o u t  a c h e c k  w h i c h  is p i c k e d  u p  w i t h i n  
m i n u t e s  b y  a c o u r i e r ,  s u c h  a s  F e d e r a l  E x p r e s s ,  d i s p a t c h e d  b y  t h e  
t e l e m a r k e t e r .  T h e  c o n s u m e r  is p r o m i s e d  t h a t  (s)he w i l l  r e c e i v e  t h e  
v a l u a b l e  p r i z e  a f t e r  s e v e r a l  w e e k s .  B y  t h e  t i m e  t h e  c o n s u m e r  
r e a l i z e s  t h a t  t h e  p r i z e  is n o t  f o r t h c o m i n g ,  t h e  t e l e m a r k e t e r  h a s  
f r e q u e n t l y  m o v e d  o n  t o  a n e w  l o c a t i o n ,  w i t h  a n e w  i d e n t i t y .

S t a t e  i n v e s t i g a t o r s  h a v e  o b s e r v e d  t h a t  t h e  v i c t i m s  of 
t h e s e  s c a m s  a r e  f r e q u e n t l y  e l d e r l y ,  a n d  o n c e  t h e y  a g r e e  t o  a s a l e  
b y  o n e  t e l e m a r k e t e r ,  t h e y  b e c o m e  t h e  t a r g e t  o f  n u m e r o u s  
t e l e m a r k e t e r s  b e c a u s e  t h e i r  n a m e s  a r e  a d d e d  t o  a " s u c k e r s  l i st" 
w h i c h  is s o l d  f o r  s u b s t a n t i a l  s u m s  of m o n e y  t o  o t h e r  t e l e m a r k e t e r s .

R e m e d y  p r o p o s e d  b v  b i l l ; S e c t i o n  1 of  t h e  b i l l  a t t a c k s  
t h e  a b o v e - d e s c r i b e d  p r o b l e m  in t h r e e  i m p o r t a n t  w a ys:

(1) I t  r e q u i r e s  r e g i s t r a t i o n  o f  t e l e m a r k e t e r s ,  i n c l u d i n g  
d e t a i l e d  i n f o r m a t i o n  a b o u t  e x a c t l y  w h o  t h e y  are, t h e i r  h i s t o r i e s ,  
a n d  t h e  p h y s i c a l  l o c a t i o n  f r o m  w h i c h  t h e y  a r e  o p e r a t i n g ;

(2) It  m a n d a t e s  a " c o o l i n g  o f f  p e r i o d "  b y  p r o h i b i t i n g  
t h e  t e l e m a r k e t e r  f r o m  t a k i n g  t h e  c u s t o m e r ' s  m o n e y  u n t i l  t h e  
a g r e e m e n t  is r e d u c e d  t o  a w r i t t e n  c o n t r a c t ;  a n d

(3) I t  p r o v i d e s  c r i m i n a l  p e n a l t i e s  f o r  v i o l a t o r s .

T h e  r e g i s t r a t i o n  a n d  i d e n t i f i c a t i o n  r e q u i r e m e n t s  w i l l  
a l l o w  t h e  s t a t e  t o  p i n p o i n t  t h e  i n d i v i d u a l s  w h o  a r e  o p e r a t i n g  h i g h  
p r e s s u r e  t e l e p h o n i c  s a l e s ,  a n d  d e t e r m i n e  w h e t h e r  t h e y  h a v e  p r i o r  
c r i m i n a l  h i s t o r i e s  o r  s i g n i f i c a n t  o t h e r  p a s t  p r o b l e m s  d e a l i n g  w i t h  
s a l e s  f r a u d ,  m a k i n g  c l o s e r  s c r u t i n y  a p p r o p r i a t e .  T h e  s t a t e  
c u r r e n t l y  h a s  n o  e f f e c t i v e  m e a n s  of  f o r c i n g  i n d i v i d u a l s ,  w h o  
c o n d u c t  s a l e s  b y  t e l e p h o n i c  m e a n s  a c r o s s  s t a t e  lines, t o  i d e n t i f y  
t h e m s e l v e s .  B u s i n e s s e s  o p e r a t i n g  w i t h i n  A l a s k a  a r e  r e q u i r e d  t o  
o b t a i n  a s t a t e  b u s i n e s s  l i c e n s e ,  b u t  i n t e r s t a t e  t e l e m a r k e t e r s  
r o u t i n e l y  f a i l  t o  c o m p l y  w i t h  t h i s  r e q u i r e m e n t  —  a n d  t h e y  a r e  t h e  
o p e r a t o r s  t h e  s t a t e  h a s  t h e  m o s t  n e e d  t o  s u p e r v i s e .

T h e  w r i t t e n  c o n t r a c t  r e q u i r e m e n t  w i l l  p u t  an e n d  t o  t h e  
" h i g h  p r e s s u r e "  t a c t i c  w h i c h  i s  so s u c c e s s f u l  in s e p a r a t i n g  
c o n s u m e r s  f r o m  t h e i r  m o n e y  w h e n  t h e  p r o m i s e  of a v a l u a b l e  p r i z e  is 
i n v o l v e d .  C o n s u m e r s  w h o  h a v e  a c q u i e s c e d  t o  h i g h  p r e s s u r e  s a l e s  
t e c h n i q u e s  f r e q u e n t l y  w i s h  t o  c a n c e l  t h e  s a l e  a f t e r  t h e y  h a v e  h a d  
t i m e  t o  c a l m l y  r e f l e c t  o n  t h e  t r a n s a c t i o n .  B u t  w h e n  t h e y  h a v e  
a l r e a d y  a u t h o r i z e d  a c r e d i t  c a r d  s a l e  b y  t e l e p h o n e ,  o r  a c o u r i e r
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h u s  a l r e a d y  p i c k e d  u p  v . p a y m e n t ,  r e v o c a t i o n  of  t h e  s a l e  is n o t  
a l w a y s  p o s s i b l e .  T h e  w r i t t e n  c o n t r a c t  r e q u i r e m e n t  w i l l  p u t  h i g h  
p r e s s u r e  t e l e m a r k e t e r s  o n  m o r e  o f  an  e q u a l  f o o t i n g  w i t h  local, 
e s t a b l i s h e d  m e r c h a n t s  w h o  are, o n  a d a y - t o - d a y  b a s i s ,  a c c o u n t a b l e  
t o  t h e i r  c u s t o m e r s  a f t e r  t h e  sale.

C r i m i n a l  p e n a l t i e s  a t  t h e  f e l o n y  l e v e l  a r e  n e c e s s a r y  if 
t h e  r e g u l a t i o n s  a r e  t o  b e  t a k e n  s e r i o u s l y  b y  t h e  t e l e m a r k e t e r s .  In 
o u r  e x p e r i e n c e ,  a n d  in d i s c u s s i o n s  w i t h  o u r  c o u n t e r p a r t s  i n  o t h e r  
s t a t e s ,  w e  f i n d  t h a t  f r a u d u l e n t  t e l e m a r k e t i n g  o p e r a t o r s  b u i l d  t h e  
c o s t  o f  d e f e n d i n g  c i v i l  s u i t s  i n t o  t h e i r  p r o f i t  s t r u c t u r e s ,  a n d  a r e  
n o t  t h e  l e a s t  b i t  d e t e r r e d  b y  t h e  t h r e a t  o f  c i v i l  l i t i g a t i o n  b y  
s t a t e  a t t o r n e y s  g e n e r a l .  M i s d e m e a n o r  p e n a l t i e s  w o u l d  n o t  b e  
a d e q u a t e  b e c a u s e  t h e y  d o  n o t  p e r m i t  e x t r a d i t i o n ,  a n d  f r a u d u l e n t  
t e l e m a r k e t i n g  o p e r a t o r s  v i r t u a l l y  a l w a y s  w o r k  a c r o s s  s t a t e  lines. 
E l e v a t i n g  t h e  p e n a l t y  t o  t h e  f e l o n y  l e v e l  is, t h e r e f o r e ,  n e c e s s a r y  
in  o r d e r  t o  p r o v i d e  a c r e d i b l e  d e t e r r e n t  t o  t h o s e  w h o  a r e  o t h e r w i s e  
d i s p o s e d  t o  v i o l a t e  t h e  law. C o n s i d e r i n g  t h e  d e g r e e  o f  t h e f t  w e  
h a v e  o b s e r v e d  in  t h i s  area, a n d  t h e  v u l n e r a b i l i t y  of  m a n y  o f  t h e  
v i c t i m s ,  f e l o n y  t r e a t m e n t  is a p p r o p r i a t e  t o  t h e  o f f e n s e .

E x e m p t i o n s :  T h i s  b i l l  is n o t e w o r t h y  f o r  t h e  t y p e s  of
t r a n s a c t i o n s  n o t  c o v e r e d .  T h e  b i l l  p r o v i d e s  a t o t a l  o f  16 e x e m p t  
c a t e g o r i e s .  T h e s e  c a t e g o r i e s  e x e m p t  s a l e s  o p e r a t i o n s  w h i c h  w e  h a v e  
n o t  p e r c e i v e d  a s  p r e s e n t i n g  a f r a u d  p r o b l e m .  M o s t  l e g i t i m a t e  
e n t e r p r i s e s  a r e  e x e m p t  b y  t h e  e x p r e s s  l a n g u a g e  of t h e  bill, b u t  
t h o s e  l e g i t i m a t e  s e l l e r s  t h a t  a r e  n o t  e x e m p t  w i l l  h a v e  no  
d i f f i c u l t y  c o m p l y i n g  w i t h  t h e  r e q u i r e m e n t s  o f  t h e  bill.

S e c t i o n  II: R e g u l a t i o n  of  C h a r i t a b l e  S o l i c i t a t i o n s

P u r p o s e : A l a s k a  is o n e  of  t h e  f e w  s t a t e s  w i t h o u t  s o m e
f o r m  o f  c h a r i t a b l e  s o l i c i t a t i o n  r e g u l a t i o n .  I n v e s t i g a t o r s  f o r  t h e  
F a i r  B u s i n e s s  P r a c t i c e s  S e c t i o n  h a v e  u n c o v e r e d  n u m e r o u s  r e c e n t  
e x a m p l e s  of  s c a m  a r t i s t s  c o l l e c t i n g  m o n e y  f r o m  t h e  p u b l i c  b y  p o s i n g  
a s  c h a r i t a b l e  o r g a n i z a t i o n s .  W e  b e l i e v e  t h i s  p r o b l e m  t o  b e  d o u b l y  
p e r n i c i o u s  b e c a u s e  t h e s e  s c a m  a r t i s t s  d i v e r t  t h e  l i m i t e d  a m o u n t  of 
m o n e y  a v a i l a b l e  f o r  c h a r i t a b l e  g i v i n g  f r o m  l e g i t i m a t e  c h a r i t i e s  t o  
t h e i r  o w n  p o c k e t s ;  a n d  t h e y  p o i s o n  t h e  a t m o s p h e r e  f o r  c h a r i t a b l e  
g i v i n g  b y  m a k i n g  m e m b e r s  of  t h e  p u b l i c  c y n i c a l  a b o u t  d o n a t i n g  m o n e y  
t o  c h a r i t y .  W e  b e l i e v e  t h a t  t h i s  b i l l  w i l l  a d e q u a t e l y  a d d r e s s  
t h o s e  p r o b l e m s .

O p e r a t i o n  o f  t h e  S e c t i o n : S e c t i o n  II o f  t h e  b i l l
r e q u i r e s  a l l  n o n - e x e m p t  o r g a n i z a t i o n s  t o  f i l e  a r e g i s t r a t i o n  
d o c u m e n t  w i t h  t h e  A t t o r n e y  G e n e r a l .  I n  t h e  c a s e  o f  a p a i d  
s o l i c i t o r  (an o r g a n i z a t i o n  u n d e r  c o n t r a c t  w i t h  a c h a r i t a b l e  
o r g a n i z a t i o n  t o  r a i s e  m o n e y )  a b o n d  m u s t  a l s o  b e  filed. 
O r g a n i z a t i o n s  a r e  r e q u i r e d  t o  r e - r e g i s t e r  e a c h  y e a r  in S e p t e m b e r .
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T h e  r e g i s t r a t i o n  s t a t e m e n t  w i l l  b e  on  a f o r m  p r o v i d e d  b y  
t h e  A t t o r n e y  g e n e r a l ,  in a c c o r d a n c e  w i t h  r e g u l a t i o n s  t o  b e  a d o p t e d  
u n d e r  t h e  b i l l .  T h e r e  w i l l  b e  n o  r e g i s t r a t i o n  fee.

T h e  b i l l  r e q u i r e s  t h a t  p a i d  s o l i c i t o r s  e n t e r  i n t o  a 
w r i t t e n  c o n t r a c t  w i t h  t h e  c h a r i t a b l e  o r g a n i z a t i o n  o n  w h o s e  b e h a l f  
t h e  s o l i c i t a t i o n s  a r e  m ade. T h e  c o n t r a c t  m u s t  c l e a r l y  s p e l l  o u t  
t h e  r e s p e c t i v e  o b l i g a t i o n s  of t h e  p a r t i e s ,  i n c l u d i n g  t h e  m e t h o d  f o r  
c a l c u l a t i n g  t h e  c o m p e n s a t i o n  o f  t h e  p a i d  s o l i c i t o r .  A  c o p y  o f  t h a t  
c o n t r a c t  m u s t  b e  f i l e d  w i t h  t h e  A t t o r n e y  G e n e r a l .

D i s c l o s u r e s : P a i d  s o l i c i t o r s  a r e  r e q u i r e d  b y  t h e  b i l l  t o
d i s c l o s e  i d e n t i f y i n g  i n f o r m a t i o n  t o  t h e  p e r s o n  s o l i c i t e d  s o  t h a t  
( s )he w i l l  h a v e  a c l e a r  p i c t u r e  o f  w h o  it is t h a t  is c a l l i n g ,  w h o  
it  is t h a t  t h e y  r e p r e s e n t ,  a n d  w h a t  c h a r i t a b l e  p u r p o s e  is s e r v e d  b y  
t h e  o r g a n i z a t i o n .  U p o n  r e q u e s t ,  a p a i d  s o l i c i t o r  is r e q u i r e d  t o  
p r o v i d e  a f i n a n c i a l  s t a t e m e n t  of  t h e  c h a r i t a b l e  o r g a n i z a t i o n  a n d  
t h e  t e r m s  o f  t h e  c o n t r a c t  u n d e r  w h i c h  t h e  s o l i c i t o r  is paid.

M a i l  a n d  B r o a d c a s t  S o l i c i t a t i o n s : P a i d  s o l i c i t o r s  w h o
r a i s e  m o n e y  b y  m e a n s  of mail, r a d i o ,  or  t e l e v i s i o n  a r e  r e q u i r e d  b y  
t h e  b i l l  t o  s e n d  t h e  d o n o r  w r i t t e n  c o n f i r m a t i o n  of a n y  p l e d g e  t h a t  
is r e c e i v e d ,  i n c l u d i n g  d i s c l o s u r e  of t h e  i d e n t i t y  o f  t h e  p e r s o n  
m a k i n g  t h e  s o l i c i t a t i o n ,  t h e  c h a r i t a b l e  o r g a n i z a t i o n  o n  w h o s e  
b e h a l f  t h e  s o l i c i t a t i o n  is b e i n g  m ade, a n d  t h e  p u r p o s e  f o r  w h i c h  
t h e  f u n d s  w i l l  b e  used.

U n l a w f u l  P r a c t i c e s : i n e  b i l l  p r o h i b i t s  t h e  u s e  of a n y
d e c e p t i v e  s t a t e m e n t s  in t h e  c o u r s e  o f  a s o l i c i t a t i o n .  S t a t e  
i n v e s t i g a t o r s  h a v e  d i s c o v e r e d  t hat, p a r t i c u l a r l y  i n  t h e  c a s e  of 
t e l e p h o n i c  s o l i c i t a t i o n s  b y  p h o n y  or  " s o u n d  a l i k e "  c h a r i t i e s ,  
d e c e p t i v e  o r  f a l s e  i n f o r m a t i o n  is f r e q u e n t l y  d i s s e m i n a t e d .

R e c o r d s : T h e  b i l l  p r o v i d e s  t h a t  t h e  r e g i s t r a t i o n
s t a t e m e n t s ,  w r i t t e n  c o n t r a c t s ,  a n d  o t h e r  d o c u m e n t s  f i l e d  w i t h  t h e  
A t t o r n e y  G e n e r a l  a r e  p u b l i c  r e c o r d s .  C h a r i t a b l e  o r g a n i z a t i o n s  a r e  
a l s o  r e q u i r e d  t o  m a i n t a i n  t h e i r  r e c o r d s  f o r  a p e r i o d  o f  t h r e e  y e a r s  
in  a f o r m  t h a t  p e r m i t s  t h e m  t o  b e  a u d i t e d .

E n f o r c e m e n t  a n d  P e n a l t i e s : V i o l a t i o n s  of t h i s  l a w  c a n  b e
e n f o r c e d  p r i v a t e l y  b y  e i t h e r  t h e  c h a r i t a b l e  o r g a n i z a t i o n  w h i c h  
s u s t a i n s  d a m a g e s  as a r e s u l t  of a n o t h e r  o r g a n i z a t i o n  o r  s o l i c i t o r ' s  
v i o l a t i o n  o f  t h e  s e c t i o n ,  o r  b y  a p e r s o n  w h o  m a k e s  a c h a r i t a b l e  
c o n t r i b u t i o n  t o  a s o l i c i t o r  w h o  v i o l a t e s  t h e  law. I t  c a n  a l s o  b e  
e n f o r c e d  b y  t h e  A t t o r n e y  G e n e r a l .  T h e  b i l l  p r o v i d e s  a p o w e r f u l  
p r i v a t e  r e m e d y  in t h a t  it p e r m i t s  t h e  c o u r t  to: i s s u e  a n
i n j u n c t i o n  a g a i n s t  f u r t h e r  v i o l a t i o n s ;  a w a r d  d a m a g e s  f o r  t h e  
v i o l a t i o n ;  a n d  r e q u i r e  t h e  v i o l a t o r  t o  p a y  10 0 %  of t h e  a t t o r n e y ' s  
f e e s  a n d  c o s t s  i n c u r r e d  b y  t h e  a g g r i e v e d  p a r t y .  In t h e  c a s e  o f  a
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w i l l f u l  v i o l a t i o n ,  t r e b l e  d a m a g e s  c a n  b e  a w a r d e d  u n d e r  t h e  C o n s u m e r  
P r o t e c t i o n  A c t .  T h e  b i l l  a l s o  p r o v i d e s  a c r i m i n a l  m i s d e m e a n o r  
p e n a l t y  f o r  n o n e x e m p t  p e r s o n s  or  o r g a n i z a t i o n s  w h o  f a i l  t o  f i l e  t h e  
n e c e s s a r y  r e g i s t r a t i o n  p a p e r s .

E x e m p t i o n s : T h e  f o l l o w i n g  a r e  e x e m p t  f r o m  r e g i s t r a t i o n
u n d e r  t h i s  b i l l :  c h u r c h  o r  r e l i g i o u s  o r g a n i z a t i o n s ;  p o l i t i c a l
c a n d i d a t e s ;  o r g a n i z a t i o n s  t h a t  d o  n o t  r a i s e  m o r e  t h a n  $ 5 , 0 0 0  in 
c o n t r i b u t i o n s  i n  a g i v e n  y e a r ;  a n d  c h a r i t a b l e  g a m i n g  o p e r a t o r s  
l i c e n s e d  u n d e r  A S  0 5 . 1 5 . 1 0 0 .  T h e  t e r m  " p a i d  s o l i c i t o r "  u n d e r  t h e  
b i l l  d o e s  n o t  a p p l y  t o  a n  i n d i v i d u a l  w h o  c o u n s e l s  a p e r s o n  or 
i n s t i t u t i o n  o n  w h e t h e r  t o  m a k e  a c o n t r i b u t i o n ,  n o r  d o e s  i t  i n c l u d e  
a s a l a r i e d  o f f i c e r ,  e m p l o y e e ,  o r  v o l u n t e e r  o f  a c h a r i t a b l e  
o r g a n i z a t i o n .

R e g u l a t i o n s : T h e  b i l l  g i v e s  t h e  D e p a r t m e n t  of L a w
a u t h o r i t y  t o  a d o p t  r e g u l a t i o n s  to  i m p l e m e n t  it.

S e c t i o n  III: R e l a t i o n  t o  C o n s u m e r  P r o t e c t i o n  L a w

V i o l a t i o n  o f  e i t h e r  S e c t i o n  I o r  S e c t i o n  II of  t h i s  b i l l  
w o u l d  c o n s t i t u t e  a v i o l a t i o n  of  t h e  C o n s u m e r  P r o t e c t i o n  Act, 
A S  4 5 . 5 0 . 4 7 1 ( b )  . U n d e r  t h i s  s e c t i o n ,  b o t h  t h e  A t t o r n e y  G e n e r a l  a n d  
p r i v a t e  i n d i v i d u a l s  w o u l d  h a v e  a u t h o r i t y  t o  e n f o r c e  p r o v i s i o n s  of 
t h e  l a w  w i t h  t h e  m e c h a n i s m s  a v a i l a b l e  u n d e r  t h e  C o n s u m e r  P r o t e c t i o n  
Ac t .  T h e s e  m e c h a n i s m s  i n c l u d e  i n j u n c t i v e  r e l i e f ,  a n d  t r e b l e  
d a m a g e s  i n  t h e  c a s e  o f  a " w i l l f u l "  v i o l a t i o n .

S e c t i o n  IV: F u l l  C o s t s  a n d  A t t o r n e y ' s  F e e s

B y  p r o v i d i n g  t h a t  l i t i g a t i o n  u n d e r  S e c t i o n  II of t h e  b i l l  
c o u l d  r e s u l t  in a n  a w a r d  o f  f u l l  c o s t s  a n d  a t t o r n e y ' s  fees, t h e  
b i l l  c o n f l i c t s  w i t h  C i v i l  R u l e s  79 a n d  82. S e c t i o n  4 o f  t h e  b i l l  
r e s o l v e s  t h e  c o n f l i c t  b y  s p e c i f i c a l l y  p r o v i d i n g  t h a t  R u l e s  79 a n d  
82 b e  a m e n d e d  t o  t h e  e x t e n t  p r o v i d e d  in t h e  b i ll. S e c t i o n  4 
r e q u i r e s ,  t h e r e f o r e ,  p a s s a g e  b y  a t w o - t h i r d  v o t e  o f  t h e  
L e g i s l a t u r e .

C o n c l u s i o n

S e c t i o n  I of t h e  b i l l  d e a l i n g  w i t h  t e l e m a r k e t i n g  is
l a r g e l y  p a t t e r n e d  a f t e r  e x i s t i n g  s t a t u t e s  in  O r e g o n  a n d  F l o r i d a .
T h e  O r e g o n  a n d  F l o r i d a  l a w s  h a v e  r e p o r t e d l y  b e e n  h e l p f u l  in 
d e t e r r i n g  t e l e m a r k e t i n g  fr a u d .  In fact, w e  b e l i e v e  t h a t  t h e  
c u r r e n t  i n c r e a s e  i n  t e l e m a r k e t i n g  f r a u d  in A l a s k a  m a y  b e  t h e
r e s u l t ,  a t  l e a s t  i n  part, of t h e  s u c c e s s f u l  i m p l e m e n t a t i o n  of
r e g u l a t i o n s  i n  o t h e r  s t a t e s .  T e l e m a r k e t e r s  w h o  f i n d  i n h o s p i t a b l e  
c o n d i t i o n s  i n  o t h e r  s t a t e s  d u e  t o  e f f e c t i v e  l e g i s l a t i o n  a r e  
p r o b a b l y  t u r n i n g  t h e i r  a t t e n t i o n  t o  s t a t e s  l i k e  A l a s k a  w h i c h  d o  n o t
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h a v e  s i m i l a r  l e g i s l a t i o n .  L a w  e n f o r c e m e n t  o f f i c e r s  in o t h e r  s t a t e s  
w h o  h a v e  e x e c u t e d  s e a r c h  w a r r a n t s  on t e l e m a r k e t e r  " b o i l e r  r o o m s "  
r e p o r t  t h a t  t h e y  h a v e  s e e n  s i g n s  o n  t h e  w a l l s  r e m i n d i n g  t h e  s a l e s  
a g e n t s  n o t  t o  m a k e  s o l i c i t a t i o n  c a l l s  in c e r t a i n  s t a t e s ,  d u e  t o  t h e  
a n t i c i p a t e d  l e v e l  of  l a w  e n f o r c e m e n t .

W e  b e l i e v e  t h a t  S e c t i o n  I of  t h e  b i l l  s t r i k e s  t h e  
a p p r o p r i a t e  b a l a n c e  b e t w e e n  l e g i t i m a t e  s a l e s  o p e r a t i o n s  and 
s o c i e t y ' s  n e e d  t o  r e g u l a t e  i l l e g i t i m a t e  s c a m  o p e r a t i o n s .  W e  
b e l i e v e  t h a t  S e c t i o n  I o f  t h e  b i l l  d o e s  s o  w i t h o u t  i n t e r f e r i n g  
u n u u l y  i n  l e g i t i m a t e  s a l e s  o p e r a t i o n s .

S e c t i o n  II of t h e  b i l l  is l a r g e l y  p a t t e r n e d  a f t e r  t h e  
M i c h i g a n  c h a r i t a b l e  s o l i c i t a t i o n  s t a t u t e ,  w i t h  c e r t a i n  p r o v i s i o n s  
b o r r o w e d  f r o m  C a l i f o r n i a  a n d  H a w a i i .  W e  b e l i e v e  t h a t  S e c t i o n  II 
s t r i k e s  t h e  a p p r o p r i a t e  b a l a n c e  b e t w e e n  n o n i n t e r f e r e n c e  w i t h  
l e g i t i m a t e  c h a r i t a b l e  o r g a n i z a t i o n s '  f u n d  r a i s i n g  e f f o r t s  and 
s o c i e t y ' s  n e e d  t o  d e a l  w i t h  s c a m  a r t i s t s  w h o  s t e a l  m o n e y  t h a t  
o t h e r w i s e  m i g h t  b e  d o n a t e d  t o  l e g i t i m a t e  c h a r i t i e s .  W e  a n t i c i p a t e  
t h a t  l e g i t i m a t e  c h a r i t a b l e  o r g a n i z a t i o n s  w i l l  s u p p o r t  t h i s  bill.

J F :b e v

cc: A t t o r n e y  G e n e r a l  C h a r l i e  C o l e
D e p u t y  A t t o r n e y  G e n e r a l  B r u c e  B o t e l h o  
R e g u l a t i o n s  A t t o r n e y  D e b o r a h  B e h r  
L e g i s l a t i v e  L i a i s o n  K r i s  L e t h i n



National Society of Fund Raising Executives

Alaska Chapter 
P.O. Box 230611 
Anchorage, AK 99523-0611

VIA FAX

February 25, 1993

The Honorable Ron Larson 
House of Representatives 
State of Alaska 
Juneau, Alaska

Dear Representative Larson:

The Alaska Chapter o f the National Society of Fund Raising Executives is supportive of 
your efforts at curbing abuses in charitable solicitation in Alaska. Thank you for your 
sponsorship o f HB #113.

Fraudulent charitable solicitation obviously hurts those individuals who unknowingly 
contribute to non-existent causes, but there is also ? heavy impact on legitimate Alaska charities. 
To the extent that these scams are successful, they harm non-profits in two ways.

First, they take away monies which may very well have been contributed to real Alaska 
non-profits. Those funds are no longer available, obviously, to help the myriad Alaska non­
profit organizations helping make this a better state in which to live.

The second impact is that, rightly or wrongly, fraudulent solicitation places a cloud of 
suspicion on all charitable solicitation, legitimate or otherwise. While the vast majority of 
Alaska’s non-profits provide identified, needed services in a very efficient manner, they are able 
to do so only because o f generous charitable support from citizens throughout the state. Yet in 
many cases these scams only serve to reinforce the all-too-common generalization that all fund 
raising is somehow tainted, and we do believe there is a direct impact on contributions as a 
result.

The National Society of Fund Raising Executives Alaska Chapter is one of several 
hundred N 'lFR E chapters nationwide. Nationally there are over 13,000 members; we have 32 
in the Alaska Chapter, representing non-profits from Juneau, Fairbanks and Anchorage.
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At our monthly luncheon meeting on February 24, we had the pleasure of listening to 
Assistant Attorney General Jim Forbes explain the background and specifics of HB #113. 
During that meeting the membership formally agreed to work with you in support of the bill.

Please let me know what additional help you may need. I would be happy to testify in 
person on behalf o f HB #113, representing the many fund raising professionals in Alaska who 
feel this bill is necessary.

Sincerely,

Vincent J. Walker 
Alaska Chapter President

President,
Providence Health Care 
Foundation

vjw/ab



1 D I V I S I O N  O F  L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450 

F/VC (907) 465-2029 

Mail Slop 3101

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

130 Seward Street, Suite 409 

Juneau, Alaska 99801-2105

M E M O R A N D U M April 19, 1993

SUBJECT:

TO:

FROM :

Sectional sum m ary of CSHB 113(FIN)

R epresentative R on Larson 
A ttn: Judy

T heresa  L. B annister 2 $

Legislative Counsel

Y ou have requested a  sectional sum m ary of the above described bill. As a 
prelim inary m atter, note tha t a sectional sum m ary of a bill should not be considered 
an  authoritative in terpretation  of the bill and the bill itself is the best statem ent of 
its contents.

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

Section 45.63.010 requires a person selling property or services by telephonic m eans 
to register with the D epartm en t of Law before the solicitation campaign, if the 
person m akes substantially the sam e offer on substantially the sam e term s to two or 
m ore persons. Establishes certain procedures and inform ation requirem ents for 
registration. Prohibits the  seller from  giving false inform ation in the notice of in ten t 
to  engage in the solicitation camp ign.

Section 45.63.020 requires a  telephonic seller to obtain from  the buyer a  signed, 
w ritten contract before finalizing a purchase paym ent. R equires the contract to notify 
the buyer o f the buyer’s cancellation and replacem ent rights under sec. 45.63.030.

Section 45.63.030 provides the buyer with certain  cancellation and rep lacem ent righis. 
Establishes w hen the sale becom es 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. M akes 
a  waiver void.



Section 45.63.060 establishes criminal penalties for certain violations of the chapter.

Section 45.63.070 declares that the rem edies in the chap ter are  in addition to o ther 
rem edies that may be available to the  buyer or the departm ent.

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

Section 45.63.090 directs the d epartm en t to adopt regulations to im plem ent the 
chapter.

Section 45.63.100 defines certain term s for the chapter.

Section 2 of the bill adds a new chap ter regulating charitable solicitations.

Section 45.68.010 prohibits a charitable organization from soliciting contributions 
unless it is registered with the D ep artm en t of Law. Prohibits a paid solicitor from  
soliciting contributions for a charitable organization unless the paid solicitor is 
registered with the departm ent. Establishes the registration procedure. Establishes 
the duration and renew al of the registration. R equires that a m aterial change in the 
inform ation provided in the  initial o r renewal registration statem ents to be rep o rted  
to the departm ent within seven days a fter the change.

Section 45.68.020 prohibits a paid solicitor seller from  soliciting contributions fo r a 
charitable organization w ithout having a  written contract with the organization. 
Indicates w hat the contract is to contain  and requires a copy to be filed with the 
departm ent.

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

Section 45.68.040 requires a paid solicitor who m akes mail, radio, or television 
solicitations to mail w ritten confirm ation o f contribution pledges to the contributors 
within a certain time. R equires the confirm ation to include the disclosures requ ired  
by sec. 45.68.030.

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

Section 45.68.060 establishes tha t the docum ents required  to be filed with the 
departm ent under the chap ter are public records.

Section 45.68.070 requires a charitable organization and a paid solicitor who are  
e ither subject to or exem pted from  the  chap ter under sec. 45.68.120 to m aintain the 
records required by the c h a p tr  i.or five years.

Representative Ron Larson »
April 19, 1993
Page 2



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 appoin ted  the departm ent their agent for service of 
process in a proceeding under the chap ter. R equires the departm ent to deliver 
notice of the service and a copy o f the process to the appropria te  person  in o rd e r to 
com plete the service.

Section 45.68.090 authorizes a charitable organization that suffers dam ages because 
of a violation o f the chap ter by ano ther 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 o r paid solicitor who violates the chapter. 
Indicates the type of relief tha t the court may provide. R equires the com plainant to 
serve a copy of the com plaint on the d epartm en t and to mail a copy of an o rder or 
judgm ent in the action to the departm ent.

Section 45.68.100 establishes a  criminal penalty for a person who solicits contributions 
for a charitable organization for com pensation w ithout complying with the registration 
requirem ents o f sec. 45.68.010.

4

Section 45.68.110 declares that the ch ap te r’s rem edies are  in addition to o th e r 
available remedies.

Section 45.68.120 exempts certain  persons from the  registration requ irem ent. 
R equires exem pt persons to m aintain for five years certain  records relating to the 
exemption.

Section 45.68.130 directs the d epartm en t to adopt regulations to  im plem ent the 
chapter.

Section 45.68.900 defines certain  term s fo r the chapter.

Section 3 of the bill adds violations of the  two new chapters to the list o f unlawful 
trade  practices prohibited by the U nfair T rad e  Practices and Consum er 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.

* .Representative Ron Larson *
April 19, 1993
Page 3
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HB I D  - Fact Sheet
D e sc r ip tio n  o f  B ill
T h is  b il l w o u ld  reg u la te  so lic ita tio n  fo r te le p h o n ic  sales an d  ch aritab le  fu n d  ra is in g .

S e c tio n  1: R e g u la t io n  o f  T e le m a rk e te r s  
P u rp o se : to  cu rta il h ig h -p re ssu re  te lep h o n e  sa le s .

S cenario : typ ica l scam  in v o lv es p ro m ise  to c o n su m e r th a t (s )h e  has w on  a  fabu lous p rize , se lle r  u se s  h ig h -p re s s u re  tac tics  to force 
c o n su m e r to  m ake a q u ick  d ec is io n  to a g re e  to  p u rch ase  a  h igh  p riced  p ro d u c t, le s t the o p p o rtu n ity  to  w in  th e  p r iz e  b e  lo s t. V ic tim s 
o f  these  scam s a re  freq u en d y  e ld e rly , o n ce  th ey  ag re e  to a  sa le  they  becom e t're  ta rg e t o f  n u m ero u s  te le m a rk e te rs  b e c a u se  th e ir  nam es 
a re  a d d e d  to  a "suckers lis t"  w h ic h  is so ld  fo r  su b s tan tia l sum s o f  m oney  to  o th e r  te lem arke te rs .

R em ed y  p ro p o sed  bv  b il l :
 1........... R eq u ire s  re g is tra tio n  o f  te lem ark e te rs , w h o  they  a re , th e ir h is to rie s , an d  ph y sica l lo c a tio n . T h e  s ta te  h a s  n o  effec tive

m eans o f  fo rc in g  in d iv id u a ls , w h o  c o n d u c t sa les  b y  te lephon ic  m eans ac ro ss  s ta te  lin es , to  id e n tify  th em se lv e s .
 2..........  M an d a tes  te lem ark e te r fro m  tak in g  th e  c u s to m e r’s m o n ey  'ti l ag reem en t is reduced  to  w rit te n  c o n tra c t. T h is  w ill  p u t h ig h -

p re ssu re  te lem ark e te rs  o n  m o re  o f  an  e q u a l foo tin g  w ith  local, e s tab lish ed  m erchan ts w h o  a re  a c c o u n ta b le  to  th e ir  cu stom ers 

a f te r  the sale .
 3........... P ro v id e s  c r im inal p en a lties  fo r v io la to r s . C rim inal pena lties  a t th e  fe lony  leve l a re  n e c e ssa ry , fra u d u le n t te lem arketing

o p e ra to rs  b u ild  co sts  o f  d e fen d in g  c iv il su its  in to  th e ir  p ro fit s tru c tu re s . M isd em ean o r p e n a lt ie s  w o u ld  n o t b e  adequate  
b ecau se  they  d o  n o t p e rm it e x tra d it io n , frau d u len t te lem arketing  o p e ra to rs  v ir tu a lly  a lw ay s  w o rk  ac ro ss  sta te  lines. 
C o n sid e rin g  the d eg ree  o f  theft o b se rv e d  in  th is a rea  felony  trea tm en t is  ap p ro p ria te  to th e  o ffe n se .

E x e m p tio n s :
The. b il l p ro v id e s  16 ex em p t ca teg o rie s  fo r  sales o p e ra tio n s  w h ich  have n o t b een  p e rce iv ed  as a  frau d  p ro b le m . T h o se  leg itim ate  
se lle rs  n o t  ex em p t w ill h av e  n o  d ifficu lty  c o m p ly in g  w ith  the req u irem en ts  o f  th e  b ill.

S e c tio n  I f :  R e g u la t io n  o f  C h a r i ta b le  S o lic ita tio n s
P u rp o se : A lask a  is  o n e  o f  the  few  sta tes w ith o u t so m e  fo rm  o f  charitab le  so lic ita tio n  reg u la tio n .

O p era tio n  o f  the S ec tio n : R eq u ire s  all n o n -e x e m p t o rg an iza tio n s  to file  a re g is tra tio n  d o cu m en t w ith  th e  A tto rn e y  G en e ra l.

D isc lo su re s : P a id  so lic ito rs  req u ired  by  b il l  to d is c lo se  id en tify in g  in fo rm a tio n ; w h o  is c a llin g , w ho  is  re p re se n te d , c h a rita b le  p u rp o se  
se rv ed . U p o n  req u es t, p a id  so lic ito r  re q u ire d  to  p ro v id e  fin an c ia l sta tem en t o f  ch a ritab le  o rg a n iz a tio n  a n d  te rm s  o f  th e  con trac t.

M aii and  B ro ad cas t S o lic ita tio n s : P a id  so lic ito rs  re q u ire d  b y  b ill to  sen d  d o n o r w rit te n  co n firm a tio n  o f  an y  p le d g e  re c e iv e d , d isc lo su re  
o f  id e n tity  o f  p e rso n  m ak in g  so lic ita tio n , c h a rita b le  o rg an iza tio n  w hose  b e h a lf  so lic ita tio n  is  b e in g  m a d e , p u rp o s e  fo r  w h ic h  funds 
w ill b e  u sed .

U n law fu l P ra c tic e s : B ill p ro h ib its  u se  o f  an y  d ecep tiv e  s ta tem en t in  the c o u rse  o f  a  so lic ita tio n .

R e c o rd s : B ill p ro v id es  re g is tra tio n  s ta tem en ts , w rit te n  co n trac ts , o th e r do cu m en ts  filed w ith  A tto rn e y  G e n e ra l a s  p u b lic  reco rd . 
C h a ritab le  o rg an iza tio n s re q u ire d  to  m a in ta in  re c o rd s  fo r 3 y ea rs  in  fo rm  p e rm ittin g  them  aud it.

E n fo rcem en t and  P e n a ltie s : V io la tio n s  c a n  b e  en fo rced  p riv a te ly  by  ch a ritab le  o rg an iza tio n , o r  b y  p e rs o n  m ak in g  co n tr ib u tio n  to 
so lic ito r  w h o  v io la te s  law , a lso  b y  A tto rn e y  G en e ra l.

E x em p tio n s : C h u rch  o r  re lig io u s  o rg a n iz a tio n s , p o li tic a l can d id a tes , o rg an iza tio n s th a t do n o t ra ise  m o re  th a n  $ 5 ,OCX) in  c o n tr ib u tio n s  
in  a g iv e n  y ea r, ch a ritab le  g am in g  o p e ra to rs  lic en sed  u n d e r  A S  0 5 .1 5 .1 0 0

R eg u la tio n s : B ill g ives th e  D ep a rtm en t o f  L a w  au th o r ity  to  a d o p t regu la tions to  im p lem en t it.

S e c tio n  I I I :  R e la t io n  to  c o n s u m e r  P ro te c t io n  L a w
V io la tio n  o f  e ith e r S ec tio n  I  o r  I I  o f  b il l  w o u ld  co n s titu te  a  v io la tio n  o f  th e  C o n su m er P ro te c tio n  A ct.

S e c tio n  IV ; F u ll  C o s ts  o n d  A tto rn e y ’s F e e s
By p ro v id in g  litig a tio n  u n d e r  Sec. I I  co u ld  re su lt in  aw ard  o f  fu ll costs &  a tto rn e y 's  fees, b il l c o n flic ts  w ith  C iv il R u le s  79  &  82 . 
Sec. 4  o f  b il l reso lves co n flic t b y  sp ec ific a lly  p ro v id in g  th a t R u le s  79 &  8 2  be  am ended  to  the e x te n t p ro v id e d  in  th e  b il l .

~ C o n c lu s io n : Sec. I  is la rg e ly  p a tte rn ed  a f te r  ex is tin g  s ta tu te s  in  O R  and  F L , th e re  is b e lie f  th a t in c re a se  in  te lem ark e tin g  fraud  in  
A K  m ay  b e  re su lt, in  p a rt, o f  successfu l im p lem en ta tio n  o f  reg s  in  o th e r s ta te s . S ec . II ba lances b e tw e e n  le g itim a te  sa les  op e ra tio n s 
and  so c ie ty ’s need  to  reg u la te  illeg itim a te  scam s w ith o u t in te rfe r in g  undu ly  in  leg itim a te  sales o p e ra tio n s . S ec . I I  is  la rg e ly  p a tte rn ed  
a fte r  M I s ta tu te  w ith  ce rta in  p ro v is io n s  b o rro w e d  from  C A  an d  H I. Sec. I I  b a la rc e s  b e tw een  n o n in te rfe re n c e  w ith  leg itim ate  
ch a ritab le  o rg an iza tio n s’ fund  ra is in g  e ffo rts  an d  so c ie ty ’s n e e d  to  deal e ffec tiv e ly  w ith  scam  a rtis ts .
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Hit 59
T h e  q u e s t i o n  b e i n g :  " S h a l l  C S H B  5 9 ( M L V )  p a s s  t h e  H o u s e ? "  T h e  
ro l l  w a s  t a k e n  w i t h  t h e  f o l l o w i n g  r e s u l t :

C S H B  5 9 ( M L V )
T h i r d  R e a d i n g  
F i n a l  P a s s a g e

Y E A S :  2 9  N A Y S :  0  E X C U S E D :  10  A B S E N T :  1

A
Y e a s :  B a r n e s ,  B u n d c ,  C a r n e y ,  B . D a v i s ,  G . D a v i s ,  F i n k c l s t e i n ,  F o s t e r ,  
G r e e n ,  H a n l e y ,  H u d s o n ,  J a m e s ,  K o l t ,  L a r s o n ,  M a c k i c ,  M a c L c a n ,  

. M a r t i n ,  M e n a r d ,  M o s e s ,  M u l d e r ,  N i c h o l i a ,  N o r d l u n d ,  P a r n e l l ,
P h i l l i p s ,  P o r t e r ,  S a n d e r s ,  T h e r r i a u l t ,  T o o h c y ,  V c z c y ,  W i l l i s

E x c u s e d :  B r i c e ,  B r o w n ,  D a v i d s o n ,  D a v i e s ,  G r u s s e n d o r f ,  H u f f m a n .  
O l b c r g ,  S i t t o n ,  U l m e r ,  W i l l i a m s

A b s e n t :  N a v a r r e

A n d  s o ,  C S H B  5 9 ( M L V )  p a s s e d  t h e  H o u s e .

R e p r e s e n t a t i v e  P h i l l i p s  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  
ro l l  c a l l  o n  th e  p a s s a g e  o f  t h e  b i l l  b e  c o n s i d e r e d  t h e  ro l l  c a l l  o n  th e  
e f f e c t i v e  d a t e  c l a u s e .  T h e r e  b e i n g  n o  o b j e c t i o n ,  it w a s  s o  o r d e r e d .

C S H B  5 9 ( M L V )  w a s  r e f e r r e d  to  t h e  C h i e f  C l e r k  f o r  e n g r o s s m e n t .

HB 113
T h e  f o l l o w i n g  w a s  r e a d  t h e  s e c o n d  t im e :

H O U S E  B I L L  N O .  1 1 3
" A n  A c t  r e g u l a t i n g  t h e  s o l i c i t a t i o n  o f  c o n t r i b u t i o n s  b y  c h a r i t a b l e  
o r g a n i z a t i o n s  a n d  p a i d  s o l i c i t o r s  a n d  t h e  s o l i c i t a t i o n  o f  s a l e s  b y  
t e l e p h o n i c  m e a n s ;  a n d  a m e n d i n g  A l a s k a  R u l e s  o f  C i v i l  P r o c e d u r e  
7 9  a n d  8 2 . "

w i t h  t h e :  J o u r n a l  P a g e

J U D  R E F E R R A L  A D D E D ,  F O L L O W I N G  L & C  2 9 0
L & C  R P T  5 D P  5 4 2
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1 I B  1 1 3
- Z E R O  F I S C A L  N O T E  ( L A W )  3 / 5 / 9 3 5 4 2
J U D  R P T  C S ( J U D )  5 D P  1 N R 7 2 8
- P R E V I O U S  Z E R O  F N  ( L A W )  3 / 5 / 9 3 7 2 8
F I N  R P T  C S ( F I N )  5 D P  4 N R  1 A M 9 2 7
- P R E V I O U S  Z E R O  F N  ( L A W )  3 / 5 / 9 3 9 2 8

R e p r e s e n t a t i v e  P h i l l i p s  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  
f o l l o w i n g  c o m m i t t e e  s u b s t i t u t e  b e  a d o p t e d  in  l ie u  o f  t h e  o r i g i n a l  b i l l :

C S  F O R  H O U S E  B I L L  N O .  1 1 3 ( F I N )
( s a m e  t i t l e )

T h e r e  b e i n g  n o  o b j e c t i o n ,  it  w a s  s o  o r d e r e d .

R e p r e s e n t a t i v e  P h i l l i p s  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  
C S H B  1 I 3 ( F 1 N )  b e  c o n s i d e r e d  e n g r o s s e d ,  a d v a n c e d  to  t h i r d  r e a d i n g  
a n d  p l a c e d  o n  f i n a l  p a s s a g e .  T h e r e  b e i n g  n o  o b j e c t i o n ,  it w a s  s o  
o r d e r e d .

C S H B  1 1 3 ( F I N )  w a s  r e a d  t h e  t h i r d  t i m e .

T h e  q u e s t i o n  b e i n g :  " S h a l l  C S H B  1 1 3 ( F I N )  p a s s  t h e  H o u s e ? "  T h e  
ro l l  w a s  t a k e n  w i t h  t h e  f o l l o w i n g  r e s u l t :

C S H B  1 1 3 (F 1 N )
T h i r d  R e a d i n g  
F i n a l  P a s s a g e

Y E A S :  2 9  N A Y S :  0  E X C U S E D :  10 A B S E N T :  1

Y e a s :  B a r n e s ,  B u n d c ,  C a r n e y ,  B . D a v i s ,  G . D a v i s ,  F i n k c l s t e i n ,  F o s t e r ,  
G r e e n ,  H a n l e y ,  H u d s o n ,  J a m e s ,  K o t t ,  L a r s o n ,  M a c k i e ,  M a c L e a n ,  
M a r t i n ,  M e n a r d ,  M o s e s ,  M u l d e r ,  N i c h o l i a ,  N o r d l u n d ,  P a r n e l l ,  
P h i l l i p s ,  P o r t e r ,  S a n d e r s ,  T h e r r i a u l t ,  T o o h e y ,  V c z e y ,  W i l l i s

E x c u s e d :  B r i c e ,  B r o w n ,  D a v i d s o n ,  D a v i e s ,  G r u s s e n d o r f ,  H o f f m a n ,  
O l b c r g ,  S i t t o n ,  U l m e r ,  W i l l i a m s

A b s e n t :  N a v a r r e

And so, CSHB 113(F1N) passed the House.
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H B  113
R e p re se n ta tiv e  P h il lip s  m o v e d  a n d  a sk e d  u n a n im o u s  c o n s e n t th a t th e  
ro ll c a ll on  th e  p a s s a g e  o f  th e  b il l  b e  c o n s id e re d  th e  ro ll c a ll  o n  th e  
c o u r t  ru le  c h a n g e s . T h e re  b e in g  n o  o b je c t io n , it w a s  so  o rd e re d .

C S H B  1 1 3 (F IN ) w a s  re fe rre d  to  th e  C h ie f  C le rk  fo r  e n g ro s s m e n t .

R E C O N S I D E R A T I O N

J I B  2 1 8
R e p re se n ta tiv e  M a c k ie  b ro u g h t u p  re c o n s id e ra t io n  o f  th e  v o te  on  

'C S H B  2 1 8 (F S H )  (p a g e  1 0 8 1 ):

T h e  fo l lo w in g  w a s  a g a in  b e fo re  th e  H o u se  in th ird  re a d in g :

C S  F O R  H O U S E  B IL L  N O . 2 1 8 (F S H )
"A n  A c t re la tin g  to  th e  m a x im u m  le n g th  o f  s a lm o n  s e in e  v e s s e ls ; 
a n d  p ro v id in g  fo r an  e f fe c tiv e  d a te ."

T h e  S p e a k e r  p la c e d  a c a ll o f  th e  H o u se  o n  th e  c a le n d a r .

* * * R c p re sc n ta tiv e  P h il lip s  m o v e d  a n d  a sk e d  u n a n im o u s  c o n s e n t th a t 
R e p re se n ta tiv e  N a v a rre  b e  e x c u s e d  fro m  a c a ll  o f  th e  H o u se  to d a y . 
T h e re  b e in g  n o  o b je c t io n , it w a s  s o  o rd e re d .

T h e  ca ll w a s  s a tis f ie d .

•  •

T h e  q u e s tio n  to  b e  re c o n s id e re d : "S h a ll C S H B  2 1 8 (F S H )  p a s s  th e  
H o u se ? ” T h e  ro ll w a s  ta k e n  w ith  th e  fo l lo w in g  re su lt:

. .C S H B  2 1 8 (F S H )  - R E C O N S ID E R A T IO N  
"T h ird  R e a d in g  
'F in a l  P a ssa g e

Y E A S : 21  N A Y S : 8 E X C U S E D : 11 A B S E N T : 0  £  ( £

Y eas: B a rn e s , B u n d e , G .D a v is , F o s te r ,  G re e n , H a n le y , H u d so n , J a m e s ,
K o tt, L a rso n , M a c L e a n , M a r tin , M o s e s , M u ld e r , P a rn e ll,  P h illip s ,
P o rte r , S a n d e rs , T h e r r ia u l t ,  T o o h c y , V e z c y
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H B  2 1 8
N a y s : C a rn e y , B .D a v is , F in k e ls te in ,  M a c k ie , M e n a rd , N ic h o lia , 
N o rd lu n d , W il lis

E x c u s e d : B ric e , B ro w n , D a v id s o n , D a v ie s , G ru s se n d o r f , H o ffm a n , 
N a v a r re , O lb e rg , S it to n , U lm e r , W il l ia m s

A n d  so , C S H B  2 1 8 (F S H )  p a s s e d  th e  H o u se  o n  re c o n s id e ra t io n .

R e p re s e n ta tiv e  P h il l ip s  m o v e d  th e  e ff e c tiv e  d a te  c la u se s .

T h e  q u e s t io n  b e in g : " S h a ll th e  e f fe c tiv e  d a te  c la u s e s  b e  a d o p te d ? "  
T h e  ro ll w a s  ta k e n  w ith  th e  fo l lo w in g  re su lt:

C S H B  2 1 8 (F S H )  - R E C O N S ID E R A T IO N  
T h ird  R e a d in g  
E ffe c t iv e  D a te s

Y E A S : 2 9  N A Y S : 0  E X C U S E D : 11 A B S E N T : 0

Y e a s : B a rn e s , B u n d e , C a rn e y , B .D a v is , G .D a v is , F in k e ls te in , F o s te r , 
G re e n , H a n le y , H u d so n , J a m e s , K o tt, L a rso n , M a c k ie , M a c L e a n , 
M a r tin , M e n a rd , M o s e s , M u ld e r , N ic h o lia , N o rd lu n d , P a rn e ll, 
P h il lip s , P o r te r , S a n d e rs , T h e r r ia u l t ,  T o o h e y , V e z c y , W illis

E x c u se d : B ric e , B ro w n , D a v id s o n , D a v ie s , G ru s se n d o r f , H o ffm a n , 
N a v a r re , O lb e rg , S it to n , U lm e r , W il l ia m s

A n d  s o , th e  e f fe c tiv e  d a te  c la u s e s  w e re  a d o p te d .

C S H B  2 1 8 (F S H )  w a s  re fe rre d  to  th e  C h ie f  C le rk  fo r  e n g ro s sm e n t.

S E C O N D  R E A D I N G  O F  H O U S E  B IL L S  
(c o n tin u e d )

H B  2 5 4
T h e  fo l lo w in g  w a s  re a d  th e  s e c o n d  lim e :

H O U S E  B IL L  N O . 2 5 4
"A n  A c t re la tin g  to  o p e n  m e e tin g s  o f  g o v e rn m e n ta l b o d ie s ; an d  
a m e n d in g  R u le  8 2  o f  th e  A la sk a  R u le s  o f  C iv il P ro c e d u re ."
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REGULATE CHARITY PROMOTERS

Squeeze out the con artists
W .H'Ti '“y.  * !i '?1 .HU J] THE Legislature struggles 'with budget cuts 

needed to keep A1fl.qV.-~’. burgeoning bureaucracy 
' from outrblbatmg itself, it may strike some as preposterous 
\  to even consider yet.one more rule or regulation. ') <
■ ■iJ?- ̂ d t  when it comes to those flyrl  ̂nigto <iiariitŷ ro-/

erosity, and then disappear with the take-, it’s time to regu-
s * A *  €iWii >  M.i Ji-cmrttJ: ..“j l I M W . A y t U W , . V  T r * *  *.i ,%f »* ,v ,

•; j I ̂  Alaska, according to the Fair Busing'Practices Sec- 
< tion of the. Department of Lawfis one of,the few static,that 
- doesn’t strongly regulate charity promotersand non-profits. 
ji^feThis was brought home last Chnstmas sessoawhen a i

. JU

• T- I. REP. RON LARSON, D-Palmeg drafted legislation 
' in February that .would have, addressed.this situation It £ 

was circulated and discussed, but never introduced. \
The proposed legislation.would require registration of - 

- .most charitable organizations involvedin’telephone, mail, 
nr • or any , other kinds of charity solicitation It would require1

• ^ ^ T h e  peed to regulate promoters takes on added impor­
tance aa government and corporate funding sources dry up 

touring the'current economic cruncn Nonprent agencies 4 
that seiye the nee dy depend more and moraon the largesse 
of the public — people who answer a knock at the’doir or a 
telephone ring and give a dollar or two.j " • • i

Those dollars mount up for the unscrupulous promot­
ers who take advantage of Alaskans’ unselfish’impulse to.
share what they have. ~r~ *" 7 ........>

This legislation should go to the top of the list during 
. the 1992-93 session Until then, check put those who solicit 
money — e ven if they say they’re representing well-known 
organizations. And choose chmdties that give most of the ' 
money to the needy, not to promoters and their administra- 

u_ tive costs. • i.e.. • -

/V £ W 5 >  ' /
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B i l l  ^
Law requires writt;
B y  IA N  M A D E R  1 W

. fh p A ss o c ia te d P re s s ,n  | j  j n j j i
Telephone scam ■.-->-** «*.i.*y*k,y ,-_*««« wvu *

p r is o n  t e rm s  u n d e r ,  a  H o u s e  b i l l  ".; s u it s  a r e  d i f f i c u l t Jt o  p u r s u e .b e c d u s e  
a im e d  a t  c o m b a t t in g  w h a t  o f f i c i a l s t h e  c o m p a n ie s  u s u a l l/ .o p e r a t e ?  f t  o m f  
s a y  is  r a m p a n t : t e le p h o n e  f r a u d  i n ' • t h e  l i o w e r '  48 s ta t e s .*  S c a n i o u t f i t s !  
A la s k a .  i j f t . h ; . ' V f ?  - • ’>.  p e r i o d ic a l l y  c h a n g e . t h e ir  pqm e's  $ n d

T h e r e  a r e  n o  s t a t is t ic s  a v a i l a b l e  ’ m o v e l t h e i r  o p e r a t io p s ' lb  a v o id  ljhw- i  
o n  h o w  m u c h  m o n e y  A la s k a n s  lo s e  ’ • s u it s  JanH p r o s e c u t io n ,  aF o rb e s . .s a T d .; 'Jl

H o u s q  B i l l  113, in t r o d u c e d  j b y  
R e p . R o n  L a r s o n , . , D .-P flliner,<  W Q u ld

l i

to  t e le p h o n e  f r a u d ,  b u t '  A s s is t a n t  
A t t o r n e y  G e n e r a l  J in u F p r b e s  s a id  i t  
m a y  b e  c o s t in g  m i l l i o n s f  o f  d o l la r s  a  
year. J . '

T y p ic a l l y ,  ‘s c a m * v ic t im s ,  a r e  t o ld  
t h e y  h a v e  w o n  a  p r i jr e  t h a t  t h e y  c a n  
c la im  a f t e r '  m a k in g  " a h ’ e x p e n s iv e  
c re d it- ca rd  p u r c h a s e , F o r b e s  sa id ,-  

. E i t h e r j h e  p r iz e  n e v e iy s l^ D w s  u r } or-

R o n- L a rs o n ,.^D - P p lin e r ,<  \yqu  
r e q u ir e  { c o m p a n ie s  " th a t  S o l ic i t  j . b y " "  
m a i l  (and t e le p h o n e  i n  A la s k a ’t o  f i l e  bp 
w i t h  { t h e  a t t o r n e y  g e n e ra l,v .d e ta lJ e d ;  v.

. in f o r m a t io n  o n  t h e i r  lo c a t io n  a n d '  
.• h is to r y , j  , ,
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•’T ka  V a id ' h is  o J f lc e lg e tg ;  a b o u t ^ c h a r i t i e s  to  : 

1,200 " c a lls ,1 a V m b p t l i .V  f r o m ’ . .w lt h V t h e  sta;
''"rpicl/lAnfQ o V i A i i f V f r n m  .

P H O N E  S C A M S r  S t a t e S s a y s !  j t i i  r r i . u I t i j f n i i l i o n - r d p l l ^ r  p r o b l e m  ••*

s a id . ;- * T h e .b i l l w o w id  . a l l o w  ---- — >**— «-*------ —
•’ ‘ s u s p e c t s  • t o  .b e  . e x t r a d i t e d  

T h e . b i l L . w o u l d . ‘ p r o h ib i t  f r o n iT o t h e r  s ta te s ; £ i . . . 
c o m p a n ie s  f r o m  t a k in g  a n y i  : FoVbes-  s a id  t o u g h e r  la W s  
c u s t o m e r ’s m o n e y  w i t h o u t  a>' i n  p o t h e r  s ta te s  a r e  ; f a r c in g  
w r i t t e n  c o n t r a c t .  T h a t  w o u ld ;  .‘ m o r e : .s c a m  artist's"""to .Jocus 
g iv e  c u s to m e r s  a r i ‘ ‘c o o l in g  • o n j JA la s k p l«O n e «89-year-old 
o f f ”  • p e r i o d  a f t e r  th e ,' , w o m a n  . i n ’ . t h e  M a ta n u s k a -  
h ig h - p r e s s u r e  t e l e p h o n e  S u s it p a  area l g a v e  m p r e  t h a n  
p it c h e s , F o r b e s  s a id .  •... < ;■ 535,000 I n  r e c e n t  m o n t h s i' t p  

C r i m i n a l  c h a r g e s  a r e .  v a r i o u s ; ; f r a u d u l e n t j  o u t f i t s  
n e e d e d  b e c a u s e  s c a m  a r t is t s  ^ . . f r o r q .t h e  W e s t C o a s t ,  F o r b e s  

. c o n s id e r  d e f e n d in g ;  a g a in s t  s a id , i f , ; j **•}’
c i v i l  la w s u it s  a n n i t i n e  p a r t .  R ic k  G i lm o r e ’',<?f jh ’ip l^ e t-  
o f  t h e i r  e x p e n s e s ,  F o r b e s : t e r  B u s in e s s  B u r e a u 1 o f  £ la s-

f i l e  in j ^ o n h a t io n  
s ta te  a r id ; p r o h ib i t s  

f r o m ' • m is r e p r e s e n t in g  
cause?,•./•'i

5 b lg g e s t p rob-  ,^>1 j  “ I t ’' s h o u ld "  c u t T i j o w r i i ’a r i 
•nl e m  w e ’i h a v e i ^ f ^ h e ' s t a t ^  o f  ’a w f u l '  l o t  r o f  J jh e  T u r is c ru pu-  

.  ,T A la is k a ,^ .b « a { f s « o f ^ o u r  g e o j- t ^ lo u s  a c t io n s  t h a t  p e o p le  h h v e  
, V g r d j p h i ^ i l o c a t i9 ^ r̂ G i l m o r e ^ ^ m p l q i q e 4 ! ^ b o U i , * ' - R 'ep ‘, . . . .  i  • —  «  * - s a id

s u s fc e p t ib le  t o ‘,tefephbrie-and-T« t e d  t o  r te ce lve  f q v c r a b le  con- 
m a l l  s o l i c i t a t io n s ’ ”  ^  t l  s ld e r a t io n / lh is  -year b y : ; t h e  

•• n ^ T jT ie ' b i t l . a l s o r e q u l r e i f ^ o m ^ jR e p u b l i c a n T le d i  i f i a j p r l t l e ^ l n  
' p a n le s  t h a t1 c o l le c t  r i io n e y  f o r ^ t h e  I ie g i s la t i i j r e ^  i'1'’"'

s' IV.
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r e  a t i t a g a i r r
J.wavB y  A N N A B E L  L U N D

The attorney general’s consum­
er protection office«and, Alaska 
Better Business Bureau are warn-

UI1ICJJ. , , IIIO LVUipail^ ( liv »v»^
T w o  e ld e r ly  J u n e a u  r e s id e n ts  : w h ich  a w a r d  D u ll w o u ld  recdlve 

w e re  c o n ta c te d  r e c e n t ly  b y  ou t-o f- .- .‘‘I t .W a s  h e r 'c h o i c e t o d o ' l t ;  
s t a t e  f i rm s  a n d  b o th  l a t e r  c a l le d  h e lp  h e r  c o m m u n ity  f ig h t d ru g s , 
th e  J u n e a u  p o lic e  fo r  h e lp . T b e r e  t h a t ’s  w h a t  s h e  w a n te d  ' "
is  l i t t le  th a t  c a n  b e  d o n e .- ;••• • ■ ' c a n  w e  s a y ? "  W a ld e n  sa id .. r __  ....................

• - In g r id  D u ll, 80, s e n t  I n t e r n a t io n - • i f  H e . s a i d ' I n te rn a t io n a l^ M a rk e L l '. '^ .T h u V ^ o p i jf l  
oi M arV p tin p  o f  I ,a s  V e g a s  $398 to  in g  o f  L a s  V e g a s  w a s  n o t c o 'n n e c t- ^  lOlOOOjpnQre;.^!

A l a s k a
i o n a l j u e a t ‘{ p u t ' a u th o r i t ie s  m a n a g e d  to  D u ll’s  m o n e y  b u t th a t  th e  s h a m -  

^ jk it 'iB frito p 'o n  i t  b n d  S o ld o tn a  p o lic e  i^ p o o , c o n d itio n e r  a n d  lo tio n  w a s/i.'hM’fiifliilriiKil • rvtTAnô aritkAriftoa * iuaHIa CiAA •
mls- 
was

g e t  a  $25,000 p r u . .  "W e  
s h e  w a s  e lig ib le . E l ig ib le :  

th e  k e y  w p  v j . "
s a id  h e . c o m p a n y , a n d  

! te le m a rk e t in g  f i rm s  lik e  
th e i r  p h o n e  c a l ls  f ro m  

w ho re s p o n d  to  o th e r  
c o n te s ts .
p re s id e n t o f  M a in  

a  te le m a r k e t in g  
L a s  V eg as , s a id  ' h is



Scams...
Continued from Pafl* 1

c o m p a n y  is  le g i t im a te  a n d  the  
c o m p la in t filed  a g a in s t  h im  T u es­
d a y  by 83 -year-o ld  J a n  W oodring  
o f th e  J u n e a u  P io n e e r s ’ H o m e  w as  
" b e c a u s e  s h e  ob v io u s ly  d id n ’t  lis ­
ten  to  w h a t  w e sa id . S h e  only  
h ea rd -W h a t S if t  W dflted t<)hfearill;; :-9  
■I -W o o d rih g 1'td ld i pb1ide-,,sH gvw astf 
c a l le t t  M O h d a y 'e v e n in g  by  a  com - " 
pany* 'id e n t ify in g  it s e l f  a s  M ain  “ 
L in e - A m e ric a . S h e  s a id  c o m p a n y  
s p o k e s m a n  R o b e r t  C h esm o re  to ld  
h e r  sh e  h a d  w on $20,000 w o rth  .of 
p r iz e s  th a t  sh e  co u ld  ■ c o lle c t -as 
soon a s  sh e  s e n t th e m  $2,100, F e d ­
e r a l  E x p re s s .
- " T h e y  s a id  th e  $2,100 w a s  su p ­
p o sed  to  ta k e  c a r e  o f  c o s ts  a sso c i­
a te d  w ith  th e  a w a rd . I tu rn e d  it  
dow n a n d  th e y  c a lle d  m e  a g a in . 
T h e y  r e a l ly  h a v e  p re s s u re  ta c tic s . 
T h ey  m a k e  you  fe e l g u il ty ,"  W ood­
r in g  to ld  th e  E m p ire . . - .
• K ro w s s a id  W oodring  w a s  g u a r ­
a n te e d  o n e  o f  s e v e ra l  a w a rd s :  a  
1993 S a tu rn , a  C h ev y  S-10 p ic k u p , a  
c e r t if ie d  l i th o g ra p h  by  A dolph 
S h e rin g  v a lu e d  a t  $2,500, o r  a  41- 
in c h  TV . K ro w s s a id  W ood rin g ’s 
$2,100 w o u ld  h a v e  p u rc h a s e d  e ith e r  
c le a n in g  s u p p lie s  o r  a  s e c u r i ty  s y s ­
te m  th a t  M a in  L in e  A m e ric a  m a r ­
k e ts . .

W o o d rin g  la u g h e d  w h en  to ld .,  
w h a t K ro w s  h a d  s a id .  “ T h a t’s  n o t 
w h a t th e y  s a id . I  liv e  iii th e  p io ­
n e e r s ’ h o m e , w h y  w ould  I  w a n t 
$2,100 w o rth  o f  c le a n in g  su p p lie s?  
T h a t  d o e s n ’t  m a k e  s e n s e ."

K ro w s s a id  h is  in d u s try  p ro ­
v id e s  a  s e rv ic e . " T h e re  a r e  so m e  
p eo p le  w ho  s i t  b y  th e i r  p h o n e  a l l . 
n ig h t a n d  d ia l  a l l  th e se  800 n u m ­
b e rs  b e c a u s e  th e s e  peop le  a r e  so  
lo n e ly . I t ’s  a  t r u e  b u t p a th e t ic  fa c t . 
W e b r ig h te n  th e i r  d a y . , .-

“ W hy d o e s  te le m a rk e tin g  
w o rk ?  T e le m a rk e tin g  is b a s e d  on 
g re e d , th e  g re e d  o f  th e  A m e ric a n  
peop le . P e o p le  w a n t to g e t  so m e­
th in g  fo r n o th in g  b u t th e re  is no 
f re e  lu n ch . W e’re  n o t con  m en , 
w e ’r e  ju s t  p la in  h u m a n  b e in g s  se ll­
ing  to  peop le  w ho b u y  b e c a u se  o f 
g r e e d ,"  K ro w s sa id . 

r-'"r‘'W o5afihg^P Jlsag reed ;' il ‘I!m - n o t . 
A greed jif>Fttirh b t lo n e ly ,-J t’s fiQ t ju s t ',1 
' a  m a t t e r ’ o f  b e in g  e ld e r iy . B u t I 

h a v e  h a d  a  s e r ie s  o f  m in i- s tro k e s . I 
d o n ’t  n eed  th is  h a r a s s m e n t ,  th is  
s t r e s s ."

D o ra  C o n w ay  o f  th e  L a s  V eg as 
B e tte r  B u s in e s s  B u re a u  s a id  M ain  
L in e  A m e r ic a  h a d  b e e n  in  b u s in e ss  
s in c e  M a rc h  1992 a n d  h ad  re c e n tly  
.s ig n ed  a  v o lu n ta ry  c o m p lia n c e  
a g r e e m e n t 'w i th  th e  s ta te  o f  O re­
gon , a g re e in g  n o t to e n g a g e  d i r e c t ­
ly  o r  in d ire c t ly  in  so lic ita tio n  th e re  
a n d  to  p a y  re s t i tu t io n  to a n y  O re ­
g o n ia n  re q u e s tin g  it.

"D id  I go  to  A la sk a  a n d  p u t a  
gu n  to  (W o o d rin g ’s )  h e a d  a n d  te ll 
h e r  to  se n d  a  c h e c k ?  N o. S h e  does 
i t  o f  h e r  o w n  f re e  w ill,”  K ro w s 
s a id . :

-A n o th e r  L a s  V eg as  te le m a r k e t­
ing  c o m p a n y  a p p a re n t ly  ta r g e t in g  
A la s k a ’s  e ld e r ly  c a lls  it s e l f  C o rp o ­
r a t e  B an k  S e rv ic e s . L a s t w eek , a  
73 -year-o ld  A n c h o ra g e  w o m a n  s e n t 
$1,225 to  th e  c o m p a n y , by F e d e ra l  
E x p re s s ,  , a c c o rd in g  to. W illiam s . 
T h e . te l e m a r k e t e r  s a id  th e  m o n e y  
w o u ld  b e  u s e d  to  p a y  ta x e s  s h e  
o w ed  fo r a  $50,000 p r iz e  th e  c o m p a ­
ny  c la im e d  s h e  w ou ld  re c e iv e  th e  
n e x t d a y . S h e  h a s n ’t  h e a rd  fro m  
th e m  s in c e . ;■;§»•. •’ '  • a  

. “ T h is  c o m p a n y  h a s  a  lo n g  h is to ­
ry  o f  s c a m s . T h ey  m o v e  in to  a  m o ­
te l o n e  d a y  a n d  th e y ’r e  g o n e  th e  
n e x t. I t  a p p e a r s  to  b e  a  s t r a ig h t  
c r im in a l  o p e ra t io n ,"  W illiam s  
s a id . '•••>'.

C o n w ay  s a id  C o rp o ra te  B an k  
S e rv ic e s  h a d  gone  o u t o f  b u s in e ss  
m o n th s  ag o  b u t  so m e  u n sc ru p u lo u s  
p eo p le  m a y  b e  u s in g  its  n a m e  
w h en  th e y  c a ll  o u t-o f-s ta te  r e s i ­
d e n ts .

R ick  G ilm o re , p re s id e n t o f  th e  
A n c h o ra g e -b a se d  A la sk a  B e tte r  
B u s in e s s  B u re a u , s a id ,  " R ip p in g  

. o f f .. th e  * e ld e r ly o fse e m s  a tov b e  ■ >ihe 
1 'fa sh L d n ab ll.'.t?  iQgl'itP;.„dd.;_People 
s h o u ld ’ know  "ilia t w h en  th e y  a re  
c a lle d  b y  a n y  o f  th e s e  c o m p a n ie s , 
th e y  sh o u ld  f i r s t  in v e s t a  co u p le  o f 
d o lla rs  in  a  lo n g -d is ta n c e  p h o n e  
c a ll to  th e  3 e t t e r  B u s in e ss  B u re a u  
b e c a u s e  w e  c a n  te ll c o n su m e rs  
w h e th e r  c o m p a n ie s  a r e  le g i t im a te  
o r  n o t ."

A s s is ta n t A tto rn e y  G e n e ra l J im  
F o rb e s ,  w ho w o rk s  on c o n su m e r  
p ro te c tio n  is s u e s  fo r th e  s t a te ,  s a id  
te le m a r k e t in g  i s  a lm o s t c o m p le te ­
ly  u n re g u la te d  . in  A la sk a  a n d  
f ra u d u le n t  s c h e m e s  c o s t A la sk a n s  
m illio n s  o f  d o lla rs  e a c h  y e a r .  
M an y  o f  th e  v ic t im s  a r e  e ld e r ly  o r  
liv e  in  N a tiv e  u l l a g e s ,  h e  sa id . '

M e a n w h ile , R ep . R on  L a rso n , *■ 
D -P a lm e r , is  sp o n so rin g  le g is la ­
tion  t h i s  s e s s io n  th a t  w ou ld  re g u ­
la te -  t e l e m a r k e te r s ,  m a n d a te  a  
co o lin g -o ff p e r io d  b y  re q u ir in g  a 
w r i t te n  c o n tr a c t ,  a n d  m a k e  i t  a  fe l­
ony to  v io la te  th e  la w . T h e  b id , 
w h ich  w o u ld  a lso  g o v e rn  s o l ic i ta ­
tio n s  b y  c h a r i ta b le  g ro u p s , is  p a t ­
te rn e d  a f t e r  , la w s  in  O reg o n  a n d  
F lo r id a .

F o rb e s  s a id  one  re a s o n  A la s­
k a n s  a r e  ta r g e te d  by  so  m a n y  out- 
o f - s ta te  te l e m a r k e te r s  is  b e c a u se  
" o f  th e  s u c c e s s fu l  im p le m e n ta t io n  
o f . r e g u la t io n s  in  o th e r  s ta te s .  
T e le m a r k e te r s  w ho f in d  in h o sp ita ­
b le  c o n d itio n s  in  o th e r  s t a t e s a r e  
tu rn in g  th e i r  a tte n tio n  to  s ta te s  
lik e s  A la s k a  w h ich  do n o t h a v e  s i­
m i la r  le g is la t io n .”  - •
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ALASKA DIVISION, INC.

Nels Anderson, M J).
President

Jan Young, RJY.
Chairman o f the Board
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Chairman, Executr-re Committee

B a rba ra  K en ney
Secretary

B ren t U lnu r
Treasurer Mai

D iana K uhns
Executive Vice President Rous& q{ 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.

Nels Anderson, M.D. 
President
American Cancer Society, 
Alaska Division, Inc.

406  W E S T  F I R E  W E E D  L A N E , S U IT E  # 2 04 , A N C H O R A G E , A L A S K A  99503 
(907) 2 7 7 -8 6 9 6 , F A X  (907) 277-8697 , o r  1-800-478-9355
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M o rc h  1 2 ,  1 9 9 3

Representative Ron Larson 
S ta te  Capitol 
Juneau, AX 99801*1)82

Dear Representative Larson,

The American Cancer Socisty , Alaska D ivision Public Issues 
Committee met on February 6, 1993, and reviewed your House 
B il l  113 regulating telephonic and ch aritab le  s o l ic i ta t io n s .  
The Committee recommended to  the D ivision  Board of D irec to rs 
our organization support of the b i l l  unanimous passage.

This b i l l  is  well d rafted  to be able to  help e lim inate  
look-alikes or sound-alike organ izations and t D  reg u la te  
charity  organisations th a t do no t meet estab lished  
standards. Alaskans have experienced too many fly -b y -n ig h t 
ch arity  promoters who have taken advantage of o u t  good w ill 
and generosity , and then disappear w ith  the take.

We are pleased that you have taken th is  le g is la tio n  on a* a 
p r io r i ty .  The American Cancer S ocie ty , AlaBka D ivision ,
Inc. supports your endeavor. Thank you.

   S i n c e r e l y ,

D ia n fc  K u hn s
Executive Vice President

cc: Don Rogera, MD, Public Issues Chair

406 WEST FTREWEED LANE, SUITE #204, ANCHORAGE, ALASKA 99503 
(907) 277-8696, FAX (907) 2774697, or 1-80047*4355
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H O U S E  C O M M I T T E E  R E P O R T
> (11)'

Date Referred: February 25, 1993

Date o f Committee Action: A U o l 0 ^

The FINANCE Committee considered:

FURTHER REFERRALS:

HB 116

HOUSE BILL NO. 116 STATE SHARE OF FEDERAL GAS ROYALTIES
"An A ct directing the commissioner o f natural resources to accept, under certain circumstances, the contract 
price agreed to between a lessee o f federal land and a gas or electric utility as the value of the federal 
government’s royalty share from natural gas production when royalty is payable to the state under applicable 
federal law; and providing for an effective date."

RECOMMENDATIONS: /  "  X  M  t o  same title
be replaced w ith _________C J l S  VV \ \  U  f  \ O  X_________________new title
[ ] have attached amendments(s)

do pass
[ ] do not pass
[ ] no recommendations
[ ] individual recommendations
[ ] additional referral to th e ________________________________________Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s):

[ ] fiscal im pact____________________

(Dept) APPROVES PREVIOUS:

[ ] fiscal no te(s)_______

(Dept/D ite)

V f  zero fiscal note T L ^ I " Y r \ c , zero fiscal note(s)
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. ... ......................... ......................................
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R e v is io n  D a t e  1 0 - M a r -9 3 __________________________________D e p a r t m e n t  A ffe c te d :  N a tu r a l  R e s o u r c e s

Title: " S ta t e  S h a r e  of F e d e r a l  G a s  R o y a l t i e s "  S R U :  R e s o u r c e  D e v e l o p m e n t ___________

__________________________________________________________________ C o m p o n e n t s :  Oil & G a s  D e v e l o p m e n t ____________

S p o n s o r :  R e p r e s e n t a t i v e  H a n l e y _______________________  ______________________________________

R e q u e s t o r  H o u s e  F i n a n c e ________________________________ C o m p o n e n t  S e r i a l  No. ____________ 4 3 9

F I S C A L  N O T E
S T A T E  O F  A L A S K A

E X P E N D I T U R E S /R E V E N U E S : ______________  ( T h o u s a n d s  o f  D o l l a r s )
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C A P IT A L
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C S H B 1 1 6  (FIN) 
D N R  F i s c a l  N o t e  
P a g e  2

M a r c h  1 0 ,  1 9 9 3

T h e  r e t r o a c t i v e  a p p l i c a t i o n  p r o v i s i o n s  o f  the b i l l  m a k e  it 
d i f f i c u l t  to e v a l u a t e  t h e  f i s c a l  i m p a c t  <_ ' t h e  b i l l .  It is n o t  
known, at t h i s  time, if a n y  r e f u n d s ,  e x c e p t  f o r  t h e  o n e  d e s c r i b e d  
b e l o w ,  w i l l  b e  d u e  t h e  f e d e r a l  l e s s e e s  b e c a u s e  o f  t h e  p r o p o s e d  
r e t r o a c t i v e  c h a n g e  i n  s t a t e  p o l i c y .  Ar. a u d i t  of  p a s t  f e d e r a l / s t a t e  
r o y a l t y  c o l l e c t i o n  p o l i c i e s  b e g i n n i n g  i n  1959, w h i c h  w i l l  r e q u i r e  
a c o n s i d e r a b l e  a m o u n t  o f  t i m e  a n d  r e s o u r c e s ,  w o u l d  h a v e  to b e  
c o m p l e t e d  in o r d e r  to d e t e r m i n e  t h e  f u l l  f i s c a l  i m p a c t  o f  th i s  
b i l l .

W h a t  is k n o w n  t o d a y  is t h a t  if t h e  b i l l  b e c o m e s  law, t h e  s t a t e  w i l l  
b e  b a r r e d  f r o m  a d v o c a t i n g  for h i g h e r  r o y a l t y  v a l u e s  f o r  g a s  
p r o d u c t i o n  f r o m  f e d e r a l  l e a s e s  i n  t h e  B e l u g a  R i v e r  f i e l d  f o r  p a s t  
p r o d u c t i o n  p e r i o d s .  T h e  s t a t e  b e l i e v e s  t h a t  as of A p r i l  15, 1992, 
a p p r o x i m a t e l y  $ 1 0 . 4  m i l l i o n  is o w e d  f o r  t h e  a u d i t  p e r i o d  b e t w e e n  
O c t o b e r  1, 1 9 8 4  t h r o u g h  J u n e  30, 1 9 87. B e c a u s e  i n t e r e s t  c o n t i n u e s  
to a c c r u e  o n  the p a s t  d u e  p r i n c i p l e ,  t h e  a m o u n t  of  t h e  c l a i m  
c o n t i n u e s  to g r ow.

A s  to the a l l o c a t i o n  o f  a n y  r o y a l t y  r e v e n u e s  w h i c h  m a y  b e  f o r e g o n e  
as a r e s u l t  o f  t h e  a p p l i c a t i o n  o f  t h i s  p r o p o s e d  l e g i s l a t i o n ,  f o r  
l e a s e s  i s s u e d  o n  o r  b e f o r e  D e c e m b e r  i ,  1 9 7 9 ,  7 4 . 5 %  w o u l d  b e  
a l l o c a t e d  to t h e  G e n e r a l  Fund, 25% to the P e r m a n e n t  Fund, a n d  0.5% 
to t h e  P u b l i c  S c h o o l  T r u s t  F und. I n  t h e  e v e n t  o f  l e a s e s  i s s u e d  
a f t e r  D e c e m b e r  1,  1 9 7 9 ,  49 .5 % w o u l d  b e  a l l o c a t e d  to t h e  G e n e r a l
Fund, 50% to  t h e  P e r m a n e n t  Fund, a n d  0 .5 % to t h e  P u b l i c  S c h o o l  
T r u s t  Fund.

A t  t h i s  p o i n t  in  time, t h e  a m o u n t  o w e d  is b a s e d  o n  a c l a i m  b y  t h e  
st a t e .  H o w e v e r ,  t h e  s t a t e ' s  p o s i t i o n  i n  s u p p o r t  o f  t h e  a r e a  
p r i c i n g  t h e o r y  or  m e d i a n  v a l u e  p r i c i n g  t h e o r y ,  a n d  t h e  a m o u n t  
s o u g h t  m a y  o r  m a y  n o t  b e  s u s t a i n e d  b y  a c o u r t  w i t h  j u r i s d i c t i o n  f o r  
t h i s  is s u e .
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CS FOR HOUSE BILL NO. 116( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - FIRST SESSION

B Y

O ffe re d :
R e fe rre d :

S p o n so r(s ): R E P R E S E N T A T IV E S  H A N L E Y , P h illip s , L a rso n , G re e n , P a rn e l l ,  N a v a r re

A BILL 

FOR AN ACT ENTITLED 

" An Act relating to royalty gas contracts, amending the m anner of determ ining 

the royalty  received by the state  on gas production, and directing the 

commissioner of na tu ra l resources to accept, under certain  circum stances, the 

contract price agreed to between a lessee of federal land and a gas or electric 

utility as the value of the federal governm ent’s royalty share from  natu ra l gas 

production on federal land from which the state is entitled under applicable 

federal law to receive a share o f the royalty on gas production; and providing 

for an effective date."

BE IT  ENACTED BY TH E LEGISLATURE OF TH E STATE O F ALASKA:

* Section 1. AS 38.05.180(aa) is amended to read:

(aa) Within 90 days after the written’ request of a lessee o f a lease issued under 

this section or of a lessee of federal land from which the state  is entitled under

*»
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applicable federal law to receive a share  of the royalty on gas production, th 

commissioner shall enter into an agreement with the lessee to use o r accept the price 

for the gas established in the contract between the lessee and a gas or electric utility 

as the value of the state’s royalty share of gas production sold by the lessee under the 

contract

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

(1) but only if the prim ary  function of th<s utility with which the

lessee has entered into the con tract is to provide, either directly o r bv selling at

wholesale to ano ther utility, gas o r electricity to the general public, including

residential consum ers, within the utilities’ service areas, and the utility with which

the lessee has entered into the con tract is not an affiliated interest. as tha t term

is defined in AS 42.05.990, with the lessee or with a subsequent purchaser of more

than  10 pe-cent of the utility’s gas o r  electricity; and

(2) unless the commissioner makes a written finding, based on clear 

and convincing evidence, that

CA) [(1)] the contract price is unreasonably low;

(B) [(2)] the prospective reduction in royalty receipts would not 

be balanced by increased benefits to in-state gas and electric consumers;

(C) [(3)] the lessee and the utility are related in management, 

ownership, or other aspect; and

(D) [(4)] the contract price is not in the best interest of the

state.

* Sec. 2. AS 38.05.180(bb) is amended to read:

(bb) In (aa) of this section,

(1) "gas or electric utility" includes an electric cooperative organized 

under AS 10.25, a municipal utility, and a gas or electric utility regulated under 

AS 42.05; provided that if  the contract gas is transmitted to consumers through a 

pipeline and the gas utility either owns the pipeline or is related in ownership to the 

owner o f the pipeline, then the gas utility qualifies as a "gas or electric utility" within 

the meaning of this paragraph only if  it is bound or agrees to be bound by the 

Qovenants set out in AS 38.35.120; » *

(2) "price for the gas established in the contract" includes tax

C SH B  116T ) -2-3
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W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

1 reimbursement amounts, deliverability and other charges, and other forms of

2 consideration paid by the gas or electric utility under the contract;

3 (3) "state’s royalty share of gas production"

4 (A) includes payments on federal leases m ade to the state

5 u n d er 30 U.S.C. 191;

6 (B) does not include the state’s royalty share of gas production

7 from land patented to the state under

8 ID [(A)] P.L. 84-830, 70 Stat. 709 (Alaska Mental

9 Health Enabling Act);

10 (ii) [(B)] 38 Stat. 1214 (Act of March 4, 1915); or

11 (iti) [(C)] 43 U.S.C. 1635 in settlement of the claims of

12 the state under 38 Stat. 1214.

13 * Sec. 3. AS 38.05.180 is amended by adding a new subsection to read:

14 (cc) The provisions of (aa) of this section do not prohibit the commissioner

15 from accepting any payment on a federal lease tendered by the federal agency

16 responsible for determination and transmittal of the payment to the state under 30

17 U.S.C. 191 or otherwise due the state as the state’s royalty share of gas production

18 irrespective o f the state’s acceptance of the use of the contract price for purposes of

19 determining royalty share on gas production under that subsection.

20 * Sec. 4. APPLICATION TO ROYALTY FROM EXISTING FEDERAL LEASES, (a)

21 Notwithstanding AS 38.05.180(aa) and 38.05.180(bb), the provisions of this section apply to

22 the state’s share of royalty production o f gas produced after January 2, 1959, and before the

23 effective date o f this section from a lease of oil or gas rights entered into under applicable

24 federal law.

25 (b) If a lessee of a lease for federal land from which the state is entitled under

26 applicable federal law to receive a share of the royalty on gas production makes a written

27 request within 90 days of the effective date of this section, the commissioner shall enter into

28 an agreement with the lessee to accept the price for the gas established in the contract between

29 the lessee and a gas or electric utility as the value of the state’s royalty share of gas

30 production sold i>y the lessee under the contract

31 (1) but only if the primary function of the utility with which the lessee has

o n
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entered into the contract is to provide, either directly or by selling at wholesale to another 

utility, gas or electricity to the general public, including residential consumers, within the 

utilities’ service areas, and the utility with which the lessee has entered into the contract is ro t 

an affiliated interest, as that term is defined in AS 42.05.990, with the lessee or with a 

subsequent purchaser of more than 10 percent of the utility’s gas or electricity; and

(2) unless the commissioner makes a written finding, based on clear and 

convincing evidence, that

(A) the contract price is unreasonably low;

(B) the reduction in royalty receipts is not balanced by increased 

benefits to in-sta‘e gas and electric consumers;

(C) the lessee and the utility are related in management, ownership, or 

other r-’pect; and

(D) the contract price is not in the best interest of the state.

(c) The provisions o f (a) and (b) of this section do not prohibit the commissioner from 

accepting any payment on a federal lease tendered by the federal agency responsible for 

determination and transmittal of the payment to the state under 30 U.S.C. 191 or otherwise 

due the state as the state’s royalty share of gas production irrespective of the state’s 

acceptance of the use of the contract price for purposes of determining royalty share on gas

production under those subsections.____________________________________

(d) In this section,

(1) "gas or electric utility" includes an electric cooperative organized under 

^S 10.25, a municipal utility, and a gas or electric utility regulated under AS 42.05; however, 

F the contract gas is transmitted to consumers through a pipeline and the gas utility either 

>wns the pipeline or is related in ownership to the owner of the pipeline, then the gas utility 

ualifies as a "gas or electric utility" within the meaning of this paragraph only if it is bound 

r  agrees to be bound by the covenants set out in AS 38.35.120;

(2) "price for the gas established in the contract" includes tax reimbursement 

mounts, deliverability and other charges, and other forms of consideration paid by the gas 

r electric utility under the contract;

(3) "state’s royalty share o f gas production" includes payments on federal 

:ases made to the state under 30 U.S.C. 191.

SHB 116( ) * -4-
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1 * Sec. 5. RETROSPECTIVE EFFECT OF SECTION 4. Section 4 of this Act is

2 retroactive to January 3, 1959, and applies to the federal government’s royalty share from

3 natural gas production due the state after January 2, 1959.

4 * Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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^  I l l y  C h e n o w e t h  
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A M E N D M E N T  X

OFFERED IN H IE  HOUSE BY REPRESENTATIVE BROWN

TO: CSHB 116(R£S)

Page 1, line 1, after "An Act":

Insen "relating to com putation of the s ta te ’s royalty sh are  of na tu ra l gas 

production , and"

Page 2, lines 2 - 3 :

Delete ", based on clear and convincing evidence,"

Insen "[, BASED ON CLEAR AND CONVINCING EVIDENCE,]"

Page 2, line 6:

After "and":

Insen "residential"

After "consumers;"

Insen "and"

Page 2, lines 7 - 9:

Delete "the lessee and the utility are related in management, ownership, or other 

aspect; and

(4)"

Insen "[THE LESSEE AND THE UTELITY ARE RELATED IN  MANAGEMENT, 

OWNERSHIP, OR OTHER ASPECT; AND

(4)]"

Page 3, line 12:

Delete ", based on clear and convincing evidence,"

-1-
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C h e n o w e tii 

3 /1 /9 3ri <3 /H/
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OFFERED IN THE HOUSE BY REPRESENTATIVE BROWN

TO: CSHB 1I6(RES)

Page 1, line I, after "An Act":

Insen "relating to com putation of the s ta te ’s royalty  sh a re  of n a tu ra l gas 

production , and"

Page 1, line 9 - page 2, line 2:

Delete "Within 90 days after the written request o f a lessee of a lease issued under 

this section o r of a lessee of federal land from  which the s ta te  is entitled under applicable 

federal law to receive a share  of the rovaltv  on gas production, the commissioner shall 

enter into an agreement with the lessee to use o r accept the price for the gas established in 

the contract between the lessee and a gas or electric utility as the value o f the state’s royalty 

share of gas production sold by the lessee under the contract unless"

Insen "The [WITHIN 90 DAYS AFTER THE W RITTEN REQUEST OF A LESSEE 

OF A LEASE ISSUED UNDER THIS SECTION, THE] commissioner shall enter into an 

agreement with the lessee to use the price for [THE] gas established in a [THE] contract 

between the lessee and a gas or electric utility as the value o f the state’s royalty share of gas 

production from  a field that, on the effective date of th is bill section, is in production, 

and tha t is sold by the lessee under the contract. In add ition , the  com m issioner shall en ter 

into an ag reem en t w ith the lessee of a lease of federal land from  which the state is 

entitled u n d e r 30 U.S.C. 191 to receive a sh a re  of the rovaltv  of gas production  to use 

or accept the  price for gas established in a con trac t betw een the lessee and  a gas o r 

electric u tility  as the value of the s ta te ’s ro v a ltv sh are  of gas production from  a field 

th a t  on the effective date of this bill section, is in p roduction , and th a t is sold bv the 

lessee un d er the contract. To obtain the benefit of this subsection, a lessee shall m ake 

a w ritten  request to the com m issioner. W hen the com m issioner receives the request, the 

com m issioner shall en ter into the agreem ent w ithin 90 davs. However, the com m issioner

-1-



S e c t i o n  1 .  In 1986, the legislature directed the Department of Natural 
Resources ("DNR") to use, except in certain circumstances, the contract price of 
natural gas sold by a lessee to a gas or electric utility as the value of the state's 
royalty share of production from that lessee. AS 38 .05 .180(aa). Cook Inlet 
lessees sell natural gas to these utilities, and have historically paid royalties 
based upon that contract price. In March, 1985, DNR demanded that its lessees 
begin paying additional gas royalties, on the theory that the contract price did 
not represent the gas' "value." Had DNR prevailed, the liability for those 
additional royalties would have fallen on the utilities. That’s because the 
utilities, as part of their contracts with the lessees, agreed to pay any additional 
royalty assessm ent made by the state.

Ultimately, of course, that would have meant that any additional royalties 
would be paid by the utility’s customers.

The possibility of additional royalty demands therefore created 
considerable uncertainty and threatened to impose substantial burdens on 
consumers. These burdens, the legislature believed, outweighed any revenues 
the state might recieve from a higher valuation of these royalties. Even DNR, 
which supported the 1986 legislation, concluded that "it is appropriate to accept 
a contract price as the royalty value for arms-length sales to regulated 
utilities...because Alaska consumers would be the direct beneficiaries of the 
certainty of the price provided by such a contract...," but felt that legislation was 
necessary to permit it to use the utility contract price.

The 1986 law was intended to remove these uncertainties and potential 
burdens by establishing (except in limited circumstances) the utility contract 
price as the "value" of the state's royalty share. The law, however, applied only 
to s t a t e  leases. The state also receives 90% of natural gas royalties paid under 

f e d e ? n l  leases, and the 1986 law neglected to resolve the problem with respect 
to the state's share of federal royalties. As a result, DNR currently feels 
obligated to encourage the federal government to reject the utility contract price 
as the "value" of federal royalty gas, even though the agency is compelled (absent 
special circumstances) to accept that price for state lease purposes.

/
'  Since substantial quantities of gas are sold to utilities from federal leases, 

this has created precisely the uncertainty and potential consumer liability that 
the 1986 law was intended to prevent.

Section 1 of HB 116 closes that unintended loophole by extending the 
reach of the 1986 legislation to the state's share of federal royalty gas. The

S e c t i o n - b y - S e c t i o n  A n a l y s i s  o f  H B  1 1 6



inserted words "or a  lessee o f  federal l a n d  for which, state royalty s h a r e  o f  g a s  
production is p a y a b l e  u n d e r  applicable federal laud' extend the section's 
protections to federal lessees. The inserted words "or accept" reflect the fact that 
the federal government will ultimately set the royalty "value" for its leases; DNR, 
however, would be required (under the standards of the section) to "accept" the 
federal government's use of the utility contract as the measure of "value," if the 
federal government itself proposed to use that value.

In fact, the Department of Interior's Minerals Management Service 
("MMS"), in two recent audit decisions, decided to use arms-length utility 
contract prices as the value of Beluga River Field gas for the period 1984-87. 
DNR it. attempting to appeal those rulings, claiming a higher "value" exists. 
Under Section 1 of the bill, and upon the lessee's application, DNR would be 
required (except in the circumstances articulated in existing §180(aa)) to 
withdraw those appeals and "accept" MMS' decision.

S e c t i o n  2 .  AS 38 .05 .180(aa) requires the use of the utility contract price as the 
v'alue of "the state's royalty share of gas production," a term defined in existing 
§180(bb)(3). In order to extend that valuation rule to the state's share of federal 
royalties, it is necessary to amend that definition to include "payments on 
federal leases under 30 U.S.C. 191." 30 U.S.C. §191 is the federal statute under 
which 90% of federal gas royalties are distributed to the state.

S e c t i o n s  3 .  Section 5 of the 1986 law (Ch. 55, SLA 1986) made it clear that, as 
to state leases, DNR was only required to use n e w  utility contracts as the royalty 
"value." This was done for three reasons: (1) DNR, in its March, 1985 
announcement, proposed to reject utility contracts as the royalty value only 
prospectively-beginning April 15, 1985; (2) DNR, during the 1986 session, had 
already settled with all its lessees under the then-existing utility contracts, 
pending passage of the law; and (3) even though the law applied prospectively 
only, DNR assured the legislature that it would use enactment of the law as 
statutoiy justification for completing its settlements under existing utility 
contracts.

In other words, the "valuation" issue with respect to then-existing utility 
contracts had already been taken care of amicably, and there was no need to 
reopen those matters.

/•None of those considerations exist with respect to the valuation of federal 
royalties. DNR is currently attempting to compel MMS to retroactively reject 
utility contract prices as far back as 1984. It has engaged in no settlement 
discussions that m'ght amicably dispose of prior-year valuation issues. And, it 
has taken the position that, unless AS 38 .05 .180(aa) is amended to require use 
of the utility contract price for prior year federal royalties, it must continue to 
urge rejection of that price for those years.

2



As a result, Sectior 3 of HB 116 applies the rules of AS 38 .05 .180(aa) (as 
amended by Sections 1 and 2 of this bill) to gas production from federal leases 
that occurea prior to the effective date of this legislation. The wording used in 
Section 3 is identical to amended §180(aa) and (bb), except that

(1) the word "prospective" is deleted from subsection (b)(2). That's 
because this section is concerned not with prospective reductions in royalty due 
to accepting new contract prices, but rather with acceptance of the contract 
price for prior production from federal leases; and

(2) the definition of "state's royally share of gas production" 
references only the federal revenue sharing provision of 30 U.S.C. §191, rather 
than also referencing revenues from state leases, because this special section is 
concerned solely with prior production from f e d e r a l  leases.

Section 3 has a veiy limited reach. It does not affect prior production from 
state leases at all—the introductory language of the section makes this clear by 
stating that it applies solely to leases "entered into under applicable federal law." 
Moreover, all significant federal royalty disputes involving Cook Inlet gas have 
already settled, and this legislation will not have any effect on binding 
settlement agreements. As a practical matter, the effect of Section 3 will be 
confined to federal royalty gas from the Beluga River Field that is sold to 
Chugach Electric Assn., Inc. for Railbelt power generation.

S e c t i o n  4 r Under AS 01.10.090, "no statute is retrospective unless expressly 
declared therein." Because Section 3 is intended to define what the state must 
accept 'under certain conditions) as its share of p a s t  federal royalty production, 
an explicit retroactivity clause is necessary.

Section 4 should create no legal problems. Governmental policies towards 
defining royalty "value" have changed over the years, without any serious 
argument that the changes constitute unilateral amendments to pre-existing 
leases. Moreover, here the use of the utility contract price is at the lessee's 
option.

S e c t i o n  5 .  This section gives the legislation an immediate effective date.
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A l a s k a  S t a t e  L e g i s l a t u r e

Memorandum

R e p r e s e n t a t i v e

To: Rep. Ron Larson
Rep. Eileen MacLean
Co-Chairs, House Finance Committee

From: Rep. Mark Hanley

Re: Request to schedule a hearing for CS for HB 116, (Resources)
“An act directing the commissioner of natural resources to
accept, under certain circumstances, the contract price 
agreed to between a lessee of federal land and a gas or 
electric utility as the value of the federal government’s 
royalty share from natural gas production when royalty is 
payable to the state under applicable federal law; and 
providing for an effective date."

Date: February 24, 1993

This memo is to respectfully request that CS for House Bill 116 be 
scheduled for a hearing in the Finance Committee at your earliest 
possible convenience.

CS HB 116 is necessary because the Department of Natural Resources is 
pressuring the federal government to retroactively increase the value of 
the gas it sold to a level above the price agreed to in long term contracts 
signed by the utilities. The higher price would immediately be passed 
along to consumers in the form of higher utility rates.

This bill will require the Department of Natural Resources to use the 
same standards for valuation of natural gas from federal lands as it 
currently uses on gas from state lands. Under existing law, the 
Department uses the contract price of natural gas sold to a gas or electric 
utility as the value for figuring the state’s royalty on production from 
state leases. This bill would require the Department to also use the 
contract price when determining the value of gas sold to utilities from 
federal leases.

Attached with this memo is a copy of the bill, a brief sectional analysis, 
and a comprehensive briefing paper prepared bv Chugach Electric. Also 
included is a copy of all the attachments for the briefing paper.

I would appreciate your consideration on scheduling this bill for a 
hearing as promptly as possible.

Interim: 3111 C  St.. Suite tlO Anchorage, A K  99503: (907) 561-2033 Session: State Capitol, Juneau, A K  99801-1182: (907) -165 -1939
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vil/
W A L T E R  J . H IC K E L , G O V E R N O R

D E P A R T M E N T  OF N A TU R A L R E SO U R C E S

O F F I C E  O F  T H E  C O M M I S S I O N E R

400 WILLOUGHBY AVENUE 
JUNEAU. ALASKA 99801-1796 
PHONE: 1907) 465-2400 
FACSIM ILE: (907) 586-2754

F eb rua ry  23, 1993

The  H ono rab le  Bill W illiam s , C ha irm an 
H ouse  R esou rces  C om m ittee  
A la s ka  S ta te  Leg is la tu re  
S ta te  C ap ito l Bu ild ing , Room  128 
Juneau , A la ska  99801 -1182

D ea r R ep resen ta tive  W illiam s:

I am  respond ing  to you r reques t fo r add itiona l in fo rm a tion  conce rn ing  w he th e r HB 116 is 
p re ceden tia l in any na tu re  and how  any roya lty  revenues th a t m igh t be fo regone  th rough 
im p lem en ta tio n  o f th a t leg is la tion  w ou ld  o the rw ise  have been d is tribu ted .

The  p roposed  leg is la tion  is p receden tia l on a t leas t tw o po in ts . F irs t, passage  o f th is  
leg is la tio n  w ou ld  resu lt in the  requ irem en t th a t the  depa rtm en t accep t con tra c t prices fo r 
ce rta in  gas p roduced  from  federa l leases rega rd less o f w he th e r o r not tho se  va lues 
re p re se n t the fu ll roya lty  va lue  to w h ich  the sta te  w ou ld  o the rw ise  be en titled  absen t th is  
leg is la tio n . S econd ly , to  the  best o f m y know ledge , m aking the  e ffec tive  da te  o f HB 116 
re tro a c tiv e  to  Janua ry  3, 1959 w ou ld  a lso be p receden tia l.

T he  1986 am endm en ts  to  AS  38 .05 .180  w ere  s im ila r to  the  p roposed leg is la tion  in th e ir 
e ffe c t on  the  roya lty  va lua tion  fo r p roduction  from  s ta te -ow ned  lands. H ow eve r, the 1986 
am endm en ts  d iffe r in the tim ing o f th e ir app licab ility . Un like the  p roposed  am endm en ts , 
the  1986  am endm en ts  w ere  not re troac tive . T he  con tra c t p rice  fo r the  gas was not 
b ind ing  fo r  roya lty  pu rposes  until a  new  con trac t w as  nego tia ted , in th is  case  a fte r 1986. 
T he  21 cen ts  pe r M C F  con tra c t p rice  in e ffec t in 1986 w as no t accep ted  as the  roya lty 
va lue . Ra the r, a se ttlem en t va lue  o f 75 cen ts  p e r MCF w as used as the  roya lty  va lue 
un til 1989  w hen C hugach  nego tia ted  a  new  con tra c t w ith  the  B e luga  R ive r fie ld  lessees.


