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E li i o t  K . W ic k s

E c o n o m i c  a n d  S o c ia l  R e s e a r c h  I n s t it u t e

S
m all em ployers' have particu la r d isadvantages as purchasers o f  

health  insurance. T h e y  often  arc n o t  well in fo rm ed  a b o u t the  

in su rance  op tions available to  th em  because, un like  large em p lo y ­

ers, they d o  n o t  have specialized staff to  m anage th e ir  em ployee b enefit 

program s. Sm all business ow ners, w h o  usually m ake decisions a b o u t in su r­

ance  fo r th e ir  firm s, typically have little  tim e  o r  ex p ertise  to  b r in g  to  th e  

task and  o ften  m ust rely on  an  agent's advice. E ven  w h e n  sm all em ployers 

m ake in fo rm ed  choices, th e ir  health  insurance  p rem iu m s are likely to  

he substantially  h igher than w h a t large em ployers pay for com parab le  

coverage.

O n e  idea  for overcom ing  these disadvantages co n tin u es  to  g c n e ra 'e  

w idespread  in terest— the health  insurance  p u rch asin g  coopera tive . P eople 

a ttrac ted  to  th e  idea reason th a t small em ployers w h o  jo in  to g e th e r  to  p u r­

chase health  coverage collectively shou ld  be able to  strike a b e tte r  deal 

than  they  w o u ld  by ac ting  separately. A cting  jo in tly , it seem s th a t they  

shou ld  he able realize the  advantages th a t large em ployers en joy  because o f  

th e ir  size and  bargain ing  pow er. If, by aggregating  th e ir  pu rchasing  pow er, 

small em ployers w ere able to  buy coverage at lo w er cost, firm s n o t p rev i­

ously o ffe rin g  health  coverage m ig h t be e n co u rag ed  to  do  so, thus red u c ­

ing  th e  n u m b ers  o f  un insured . T h e  collective pu rch asin g  idea appeals to  

peo p le  o f  d ivergen t ph ilosophical perspectives because p u ttin g  it in place 

docs n o t  req u ire  m ajor institu tional changes o r  g o v e rn m e n t regu la tion  and 

docs n o t  seem  to  be very costly.

E llio t  K .  IVichs, P h .D .,  is it senior fe llo w  o l the Economic and  Social Research Ins titu te  and a 
senior consultant w ith  H ea lth  Management Associates. A s  a health economist and p o licy  analyst 
w ith  more than 2 5  years i f  experience, lie  has expertise in  the areas o f  sm all-cm ploycr purchasing, 
health insurance reform, cost containment, and policies lo  extend health coverage lo  the uninsured.
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T his b r ie f  com pares th e  expectations o f  

health  insurance purchasing  cooperatives fo r small 

em ployers w ith  the actual experiences o f  different 

co -o p s and  draws lessons ab o u t the  poten tia l for 

sim ilar future purchasing efforts.

The Case fo r Co-ops
T h e  th e o ry  o f  purchasing  cooperatives is s tra igh t­

forw ard. A c tin g  as a g roup , sm all em ployers shou ld  

be able to  w ie ld  the  k ind  o f  pu rchasing  c lo u t that 

large em ployers en joy  in  th e ir  n ego tia tions w ith  

hea lth  plans. I f  they  b rin g  m any  prospective clients 

to  th e  table, th e  coopera tive  sh o u ld  be  able to  

neg o tia te  m o re  favorable p rices and  to  persuade 

h ea lth  plans to  cater to  th e ir  particu la r needs. 

C o llec tive  purchasing  m ig h t also be  ex p ec ted  to  

red u ce  adm inistrative d iseconom ies and  thereby  

red u ce  the  costs o f  coverage. W h e n  insurers serve 

h u n d red s o f  sm all em ployers, they  in c u r h ig h e r 

adm inistra tive costs than  w h e n  they  serve a single 

large em ployer w ith  the  sam e n u m b e r o f  em p lo y ­

ees. I t  is expensive to  send  insurance  agents to  each 

sm all em ployer to  explain  coverage, hand le  sales, 

and  service accoun ts once  th e  coverage is in  place. 

B ecause each insurer and  hea lth  p lan  serv ing  this 

m ark e t has to  establish m echanism s and  pay peop le  

to  p e rfo rm  these functions, th ere  is m u ch  dup lica­

tion . I f  a single purchasing  coopera tive  served small 

em ployers, it co u ld  presum ably  conso lidate  m any 

o f  the  m arketing , educating , b illing, and  serv icing  

tasks u n d er a single roof, thereby realizing econom ies 

o f  scale an d  lo w erin g  th e  costs o f  coverage.

T h e  pu rchasing  coopera tive  approach  cou ld  

po ten tia lly  b r in g  a n o th e r  advantage to  small 

em ployers— a ch o ice  o f  hea lth  plans fo r ind iv idual 

em ployees. C oopera tives typically  allow  ind iv idual 

em ployees to  choose  from  th e  array  o f  plans w ith  

w h ich  the  coopera tive  has n eg o tia ted  contracts. 

Ind iv idual em ployees, ra th e r th an  th e ir  em ployers, 

are thus able to  d ec id e  w h a t k in d  o f  hea lth  plan 

best m eets th e ir  p a rticu la r needs. I f  w orkers leave 

o n e  jo b  fo r a n o th e r  p o sitio n  at a firm  tha t buys 

th ro u g h  th e  cooperative, they  can avoid hav ing  to  

ch an g e  health  plans and  therefo re  avoid chan g in g

physicians. E m ployee  ch o ice  has particu lai value in  

an insurance m arke t d o m in a te d  by m anaged  care 

plans, each w ith  d ifferen t trea tm en t ph ilosophies, 

expecta tions o f  enrollees, and  panels o f  providers. 

B ecause o f  th e  adm inistra tive bu rdens associated 

w ith  having health  insurance contracts w ith  m ultiple 

h ea lth  plans, few  small em ployers are able to  offer 

ind iv idual em ployee  ch o ice  excep t w h e n  they  p ar­

tic ipate  in  a collective pu rchasing  a rran g em en t.

A n o th e r  advantage o ften  a ttr ib u te d  to  p u r­

chasing  cooperatives is r isk -p o o lin g . P eople fre­

q u en tly  m ake th e  a rg u m e n t that, by jo in in g  

to g e th er, small em ployers can  spread risk  by p o o l­

in g  firm s o f  n o rm a l risk, h ig h er-th an -av erag e  risk, 

an d  lo w er-th an -av erag e  risk . (In this co n tex t,

“ r isk ” refers to  th e  p robab ility  tha t m em b ers  o f  an 

em p lo y ers  w ork fo rce  an d  th e ir  insured  d ep enden ts 

w ill in c u r m edical expenses fo r w h ich  the  insurer 

w ill have to  pay.) T h e  ex p ec ta tio n  is th a t coverage 

w o u ld  b eco m e m o re  affordable fo r h ig h e r-risk  

g roups. U nfo rtunate ly , this advantage can seldom  

be realized in  p ractice . I f  th e  legal en v iro n m en t 

p e rm its  insurers to  use risk -ra tin g  to  set p rem ium s 

fo r  firm s that b u y  coverage ou tside  o f  th e  co -o p —  

as is th e  case in  m any  states— low er-risk  em ployers 

w ill typically find  it  m o re  advantageous to  buy  

coverage in tha t o u tside  m arke t, since they  w ill be 

offered a p rice  th a t reflects th e ir  low er risk .2 I f  tha t 

happens, the  average level o f  risk  o f  the  em ployers 

rem ain in g  in  th e  pu rch asin g  coopera tive  w ill rise, 

an d  th e  cost o f  coverage w ill rise in  tu rn . T h is w ill 

se t o f f  a chain reac tion  o f  spiraling p rices and 

re trea ting  em ployers th a t w ill destroy the  p o o l’s 

viability. W ith  respect to  p o o lin g  risks, a purchasing  

coopera tive  has to  fo llow  essentially th e  sam e p rac­

tices as the  o u tside  m ark e t w h e n  dealing  w ith  

em ployers w ith  d ifferen t levels o f  risk. I f  the  o u t­

side m arket is p e rm itte d  to  charge h ig h er-risk  

em ployers h ig h er p rem iu m s, th e  purchasing  c o o p ­

erative has to  d o  th e  sam e to  survive— greatly  

com p lica tin g  th e  c o -o p ’s p ric in g  and  associated 

adm inistrative tasks. A  coopera tive  can use various 

form s o f  co m m u n ity  ra tin g — w h ich  p ro h ib it bas­

in g  p rem iu m  rates o n  en ro llec ’s h ealth  status— only
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i f  th e  law  requires insurers to  follow  th e  sam e 

c o m m u n ity  ra ting  ru les in p ric in g  all o f  th e ir  

p roduc ts sold in  the sm all-group m arket. (C urrently , 

states vary  in  th e ir  ru les o n  this m atter.) B u t in 

th a t  case, the  coopera tive  is n o t  the  risk -p o o lin g  

agen t; r isk -p o o lin g  occurs because the  law  requires 

insurers to  use co m m u n ity  ra ting  w h e th e r  th ey  sell 

in side o r  o u tside  the  p o o l.

Measuring Expectations Against Reality
In  p ractice , purchasing  cooperatives have n o t 

always m e t expecta tions. A lth o u g h  there  are c e r­

ta in ly  successful m odels, there  have also been  som e 

n o tab le  failures.3

O n e  o f  th e  first succes. u collective p u r ­

chasing  c o -o p s  was crea ted  in  C leveland, O h io —  

th e  C o u n c il o f  Sm aller E n terp rises, co m m o n ly  

k n o w n  as C O S E . Today, C O S E  dom inates the 

sm all-g ro u p  m ark e t in  th e  C leveland area w ith  an 

e n ro llm e n t o f  ab o u t 200 ,000  people. C O S E  is n o t 

a p ro to ty p ica l purchasing  c o -o p  because, fo r v ir tu ­

ally all o f  its history, a single health  p lan  has 

a c c o u n te d  fo r nearly  all o f  its sales. A lth o u g h  

C O S E  n o w  offers a cho ice  o f  tw o  in d e p e n d e n t 

h ea lth  p lans an d  a n u m b e r  o f  plan types, the  

em ployers, ra th e r  than ind iv idual em ployees, choose 

th e  h ealth  p lan . N evertheless, because it dom inates 

th e  sm all-g ro u p  m ark e t in  its area, C O S E  has 

p roven  th a t sm all em ployers b and ing  to g e th e r can  

be  effective purchasers o f  health  coverage.

T h e  b es t-k n o w n  purchasing  coopera tive  is 

th e  o n e  in C alifo rn ia  k n o w n  in its early years as 

th e  H ea lth  In su rance  P lan o f  C alifo rn ia  (H IP C ). 

O rig in a lly  a c rea tion  o f  the  state and  o p era ted  by 

a sta te  agency, th e  C alifo rn ia  c o -o p  is n o w  ru n  by 

the  Pacific Business G ro u p  o n  H ea lth , an organ iza­

tio n  tha t d u r in g  m o st o f  its h isto ry  represen ted  

o n ly  large em ployers. N o w  called PacA dvantage, 

th e  c o -o p  prov ides coverage for approxim ately  

147 ,000  p e o p le  and  offers a b o u t a d o zen  health  

plans (n o t in c lu d in g  d ifferen t p lan  m odels offered 

by th e  sam e p a ren t com pany). A n o th e r  successful 

c o -o p  is th e  C o n n e c tic u t Business and  In dustry  

A ssociation , w h ic h  enrolls ab o u t 10,000. T h e  N ew

Y ork Business G ro u p  o n  H ea lth  co llab o ra ted  w ith  

N e w  Y ork C ity  to  establish a pu rch asin g  co o p e ra ­

tive in  late 1999, w h ich  has a c u rre n t en ro llm en t 

o f  a b o u t 7 ,0 0 0  and  is g row ing .

A significant p ro p o rtio n  o f  co -ops have failed. 

T h e  failures have in c lu d ed  co -o p s  th a t initially 

seem ed  to  be q u ite  successful as w ell as o th e rs  th a t 

never really becam e viable. T h e  d em ise  o f  the  

F lo rida C o m m u n ity  H ea lth  P u rchasing  A lliances 

was perhaps th e  m o st no tab le  failure because the  

c o -o p  had o n ce  seem ed  q u ite  successful. O rig in a lly  

a sta te -c reated  c o n so rtiu m  o f  11 separate alliances, 

th e  cooperatives en ro lled  9 2 ,0 0 0  p eo p le  w h en  

en ro llm en t peaked  in 1998. B u t over the  years, the  

F lorida alliances had  increasing  difficulty  a ttrac ting  

any b u t th e  sm allest em ployers an d  gradually  fo u n d  

them selves losing  health  plans. As a co nsequence , 

en ro llm en t also fell, an d  the pu rchasing  alliances 

ceased o p era tions in  2000 .

T h e  Texas In su rance  P urchasing  Alliance, 

b eg u n  in  1994, never reached  th e  en ro llm en t levels 

o f  the  F lorida effort, co vering  o n ly  ab o u t 1,000 

firm s and  13,000 peo p le  at its he ig h t. D ifficu lty  in 

a ttrac tin g  em ployers led to  th e  w ithd raw al o f  

hea lth  plans, an d  th e  A lliance g o v ern in g  board  

u ltim ate ly  d ec id ed  tha t th e  o p e ra tio n  was n o t 

viable and  closed it d o w n . T h e  N o r th  C aro lina 

Purchasing  A lliances, w h ic h  o p e n e d  for en ro llm en t 

in  1995, w ere p a tte rn e d  after th e  F lorida m odel, 

b u t they struggled  to  a ttrac t em ployers th ro u g h o u t 

th e ir  existence, and  the leaders finally ad m itted  

defeat in 2000.

T h e  A lliance in C o lo ra d o  was the  m ost 

recen t failure. Established in  1995, th e  A lliance 

closed in  th e  su m m e r o f  2002  after o n e  o f  its th ree  

health  p lan ; w ith d re w  from  the state sm all-g roup  

m arket, a second  capped  en ro llm en t, and  the last 

d ecided  to  stop p a rtic ipa ting .

A  n u m b e r o f  conclusions can be d raw n 

from  th e  ex periences o f  b o th  th e  successful and 

unsuccessful pu rchasing  co -o p s. T h e  m ost im p o r­

ta n t is that collective purchasing  a rran g em en ts  arc 

un likely  to  succeed  unless they  can a ttrac t large 

n um bers o f  em ployers, an d  n o t ju s t  th e  sm allest o f
Continued o il page 4
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em ployers w ith  o n ly  tw o  o r  th ree  em ployees. 

W ith o u t large n u m b ers  o r  substantial m arke t share, 

c o -o p s  c a n n o t ex e rt purchasing  pow er,'1 they  can ­

n o t  ach ieve eco n o m ies o f  scale, and  they c a n n o t 

a ttrac t an d  re ta in  health  plans. H ealth  plans have 

o ften  b een  hostile  to  the  purchasing  c o -o p  m o d e l 

fo r several reasons. First, they  are understandab ly  

w ary  o f  th e  m o d e l because it gives th e ir  custom ers 

bargain ing  c lo u t. S econd , they  do  n o t like the 

in d iv id u a l-ch o ice  feature o f  co -ops because it p ro ­

vides enrollecs w ith  a ready way o f  sw itch ing  to  a 

d ifferent hea lth  p lan  d u rin g  every open  en ro llm en t 

p erio d . T h ird , they  believe th a t th e ir  chances o f  

g e ttin g  and  k eep in g  all o f  the  em ployees in  an 

em ployer g ro u p — w h ich  brings in m ore  revenue 

and helps to  spread risk— are m u ch  b e tte r  w h en  

they  m arket to  th a t g ro u p  outside o f  the pu rchas­

ing  c o -o p .5 T h e re fo re , unless a co -o p  com m ands a 

significant m ark e t share tha t health  plans can n o t 

afford to  pass up , plans are unlikely  to  be eager to  

participate. T h is  creates a “ch icken-or-egg” dilem m a: 

w ith o u t large n u m b ers  o f  enrollees, it is d ifficult 

fo r pu rch asin g  cooperatives to  a ttract health  plans; 

b u t w ith o u t th e  ab ility  to  offer substantial ch o ice  

am o n g  w e ll-k n o w n  health  plans, it is difficult fo r 

co -o p s to  a ttrac t enrollees, w h o  are d raw n to  

co -o p s in  p a rt because o f  th e ir  ability  to  offer 

such c h o ic e /’

Size is also a p rerequ isite  for purchasing  co ­

ops to  achieve eco n o m ics  o f  scale and  to  reduce  

adm inistra tive costs. As lo n g  as the ir n o n -c o -o p  

business acco u n ts  fo r  th e  bu lk  o f  th e ir revenue, 

health  plans m ust m ain ta in  th e ir  existing adm in is­

trative s truc tu res to  hand le  tha t business. T h e  

h ealth  plans c o n te n d  that any savings they m ig h t 

realize as a result o f  th e  c o -o p ’s assum ption o f  

som e adm in istra tive functions fo r the  relatively 

small n u m b e r  o f  c o -o p  enrollees is m o re  th an  off­

set by the  ex tra  cost the  plans in cu r because they  

have to  ch an g e  th e ir  adm inistrative system s to  

acco m m o d a te  the  adm inistra tive s tructu re  o f  the  

c o -o p .7 In  sh o rt, h ea lth  plans believe tha t dealing  

w ith  th e  -o -o p  adds to, ra ther than  reduces, th e ir  

adm inistra tive costs.

It has also b eco m e  clear tha t so m e signifi­

can t d iseconom ies o f  scale are in h e re n t in  serv ing  

small em ployers an d  th a t these costs c an n o t be 

e lim inated  by cen tra liz ing  th e  ad m in istra tion . It 

w ill always be  m ore  costly  to  serve 5 ,000  em ployers 

w ith  10 em ployees each  th an  to  serve a single 

em ployer w ith  50 ,000  em ployees.

Early p ro p o n en ts  o f  pu rchasing  co -o p s  

believed th a t adm inistra tive costs co u ld  be  low ered  

by reduc ing  o r  e lim in a tin g  th e  ro le o f  in su rance  

agents and  having th e  sales activities adm in istered  

cen tra lly / P ro p o n en ts  som etim es assum ed th a t i f  

a c o -o p  offered a h igh -qua lity , h ig h -v a lu e  p ro d u c t, 

it w o u ld  m ore  o r  less sell itself. T h a t  assum ption  

proved  to  be in co rrec t. S elling  h ealth  insurance  o f  

any k ind  in  the  sm all-g ro u p  m arke t is ex trem ely  

difficult w ith o u t th e  c o o p e ra tio n  an d  even e n th u ­

siastic su p p o rt o f  insurance  agents and  brokers.

Early efforts to  save th e  cost o f  com m issions by 

d im in ish ing  agen ts’ roles o r  e lim in a tin g  th e m  a lto ­

g e th e r backfired. In su rance  agents n o t  on ly  d id  n o t 

sell purchasing  c o -o p  plans, th ey  also becam e 

strong  and  effective o p p o n e n ts  o f  th e  co n cep t. 

Today, co -o p s assiduously cu ltivate  the  g o o d  w ill 

o f  agents as necessary allies.

Early p ro p o n en ts  o f  coopera tives also h o p e d  

th a t these n ew  o rgan iza tions co u ld  offer p rices 

so m ew h at low er than  w ere generally  available in 

the  m arket. T h is  h o p e  was n o t  fulfilled. W ith  very 

few  excep tions, p rem iu m s fo r em ployers buy ing  

th ro u g h  co -o p s have n o t  been  lo w er than  those 

available to  small em ployers e lse w h e re / T h is  failure 

to  realize the  ex p ec ted  p rice  advantage is a ttr ib u ta ­

ble to  several factors. C o -o p s  have n o t b een  able to 

reduce  adm inistrative costs. T h e y  have n o t  had 

en o u g h  m arket share to  bargain  fo r d iscounts. A nd  

in  m any instances state laws have p ro h ib ited  in su r­

ers from  offering  c o -o p s  p rem iu m s lo w er than  

those they  charge to  em ployers o u tside  th e  coop , 

even i f  th e  insurers’ costs are low er fo r c o -o p s .10

M any su pporte rs  h o p e d  th a t pu rchasing  c o ­

ops w o u ld  a ttrac t a large n u m b e r  o f  em ployers 

w h o  had  n o t prev iously  offered  coverage. T h e  

prospects fo r success in  this area w ere d im m ed  by
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c o -o p s ’ inab ility  to  o ffer low er p rem ium s. Even if  

co -o p s  had  realized p rice  red uc tions, how ever, 

m o st u n in su red  small em ployers w o u ld  still n o t 

have b e e n  in d u ced  to  o ffer coverage to  th e ir  

em ployees, T h e  research ev id en ce  show s th a t even 

a 30  p e rc e n t re d u c tio n  in  p rem iu m s— far m o re  

th an  co -o p s co u ld  be ex p ec ted  to  p ro d u ce— w ould  

cause o n ly  15 p e rc e n t o f  cu rren tly  u n in su red  small 

em ployers to  o ffer coverage."

T h o u g h  th ey  have failed to  g en era te  signifi­

can t savings, co -o p s  have su cceed ed  in  o n e  im p o r­

tan t respect: p a rtic ip a tin g  em ployers have b een  able 

to  offer th e ir  em ployees a ch o ice  am o n g  health  

plans. T h is  u n iq u e  featu re  has proven  to  be  attrac­

tive to em ployers, b u t it a lo n e  has b een  insufficient 

to  in d u ce  a sign ifican t n u m b e r  o f  em ployers w h o  

had  n o t p rev iously  offered  coverage to  d o  so.

T h e  available ev idence , th o u g h  lim ited , suggests 

th a t pu rchasing  co -o p s  a ttrac ted  a b o u t th e  sam e 

p ro p o rtio n  o f  n ew ly  in su rin g  em ployers as the 

n o n -c o -o p  m a rk e t."

Summary
A n analysis o f  th e  efforts to  im p lem en t the purchas­

ing  coo p era tiv e  m o d e l yields th e  fo llow ing  lessons:

1. T h e  p r in c ip a l  a d v a n ta g e  t h a t  c u r r e n t  

c o - o p s  o f f e r  t o  s m a ll  e m p lo y e r s  is  n o t  

lo w e r  p r e m i u m s  b u t  t h e  o p p o r t u n i t y  f o r  

in d iv id u a l  e m p lo y e e s  t o  s e le c t  d i f f e r e n t  

h e a l th  p la n s  f r o m  th e  v a r ie ty  th e  c o - o p  

o f fe r s .

2. In  th e  f u tu r e ,  c o - o p s  m i g h t  b e  a b le  to  

o f f e r  m o r e  a t t r a c t iv e  p r i c e s ,  b u t  t h a t  

w o u ld  d e p e n d  o n  r e a c h in g  “ c r i t i c a l  m a s s ”  

s iz e . To o ffer a ttractive prices, a c o -o p  has to  

be able to  realize adm inistra tive savings a n d /o r  

have barg a in in g  leverage w ith  h ea lth  plans.

B o th  these co n d itio n s  req u ire  th a t co -o p s 

co n tro l sign ifican t m ark e t shares.

3. A c h ie v in g  c r i t i c a l  m a s s  s iz e  is  d i f f ic u l t .

To persuade a n u m b e r o f  health  plans to  partic­

ipate and c o n tin u e  partic ip a tin g , a c o -o p  m ust 

have a sign ifican t m ark e t share. B u t w ith o u t 

the  partic ipation  o f  a variety  o f  highly reputab le 

plans, it w ill be  d ifficu lt for c o -o p s  to  a ttrac t 

th e  n u m b e r o f  em ployers th a t w o u ld  yield a 

significant m ark e t share. F u rth e rm o re , co -o p s 

d o  n o t sell them selves. W ith o u t the  su p p o rt o f  

health  plans and  insurance agents, small em ploy­

ers w ill n o t  seek  o u t  c o -o p  coverage. B u t 

health  plans an d  agents have o ften  been  hostile  

or, a t best, ind ifferen t, to  th e  c o -o p  m odel.

4. E v e n  i f  c o - o p s  c o u ld  o f f e r  lo w e r  p r e m i ­

u m s ,  th e y  c o u ld  n o t  s u b s ta n t ia l ly  r e d u c e  

th e  n u m b e r  o f  u n in s u r e d  b e c a u s e  th e  

p r e m iu m  r e d u c t io n s  w o u ld  n o t  b e  b ig  

e n o u g h  to  i n d u c e  la rg e  n u m b e r s  o f  u n i n ­

s u r e d  e m p lo y e r s  a n d  u n in s u r e d  w o rk e r s  

to  o p t  f o r  c o v e ra g e .

5. C c - o p s  c a n n o t  b e  t h e  v e h ic le  f o r  p o o l in g  

h ig h - r i s k ,  lo w - r i s k ,  a n d  m e d i u m - r i s k  

e m p lo y e r s .  I f  c o -o p s  fo llow  p rem iu m  ra ting  

rules o r  ru les fo r  accep tin g  applicants th a t are 

significantly  m o re  perm issive th a n  those tha t 

apply in  th e  o u ts id e  m arket, th ey  w ill suffer 

from  adverse se lec tion  and  u ltim ate ly  fail.

6. C o - o p s  a r e  l ik e ly  to  b e c o m e  a n  i m p o r ­

t a n t  s o u r c e  o f  h e a l th  c o v e ra g e  o n ly  i f  

s o m e  s ig n i f ic a n t  c h a n g e  m a k e s  th e m  th e  

fa v o re d  o r  p e r h a p s  th e  sc< j  s o u r c e  o f  

c o v e ra g e  f o r  p a r t i c u l a r  g r o u p s .  T h is co u ld  

happen , fo r exam ple , i f  em ployers ad o p tin g  a 

dcfincd -bencfits  approach  to  h ealth  coverage 

ch an n eled  em ployees to  co -o p s, o r  i f  g overn ­

m en t offered co -o p s  as the  source  o f  coverage 

fo r individuals w h o  receive certa in  kinds o f  

subsidies. W ith o u t  a ch an g e  o f  this sort, p u r­

chasing cooperatives are un likely  to  b eco m e a 

m ajo r feature o n  th e  h ealth  care landscape.



N o t e s

1 F o r tlic  p u rp o ses  o f  th is b rie f, th e  te rm  “ sm all 

em p lo y e r”  refers to  firm s e m p lo y in g  ro u g h ly  100 o r  

few er w o rkers . M o s t p u rch as in g  co o p era tiv es have 

lim ite d  m e m b e rsh ip  to  firm s w ith  5 0  o r  few er w o rk ­

ers because  state  in su ran ce  law s have typically  d e fin ed  

sm all g ro u p s  u sin g  this c u to f f  p o in t .

Jill Y cgian e t a!.. H e a lth  Insu rance  P u rch as ing  A llia n c e s  f a r  

S m a ll F in n s :  J wessons f r o m  the  C a li fo rn ia  E xpe rience , 

C alifo rn ia  H ea lth  C a re  F o u n d a tio n , M ay  1998, p. 7; 

U .S. G en e ra l A c c o u n tin g  O ffice , P r iv a te  H e a lth  

Insu ran ce : C oo pe ra tive s  O ffe r  S m a ll E m p lo y e rs  P la it  

C h o ic e  a n d  M a rk e t  Prices, G A O -H E I  IS-OO-49, M arch

2 0 0 0 , p. 20.

' F o r a de ta iled  d iscussion  o f  six p u rch as in g  c o o p e ra ­

tives, in c lu d in g  b o th  successfu l an d  unsuccessfu l 

e ffo rts , sec F llio t K . W icks, M ark  A . H all, a n d  Jack  A. 

M eyer, P urchas ing  H e a lth  C overage  f o r  S m a ll E m p lo y e rs :  

B a rrie rs  to  S m a ll-C ro n p  P u rchas ing  C oope ra tives , 

E c o n o m ic  and  S ocia l R esea rch  In s titu te , M arch  2000 .

1 G en e ra l A c c o u n tin g  (Office, M arch  2000 , p. 18.

E llio t K. W icks a n d  M a rk  A . H a ll, “ P u rc h a s in g  

C o o p era tiv es  fo r Sm all E m p lo y e rs : P e rfo rm a n c e  and  

P rospects,” M ilb a n k  Q u a r te r ly ,  V ol. 7 8 , N o . 4 , 2 0 0 0 , 

p. 534 .

7 G en era l A c c o u n tin g  O ffice , M a rc h  2 0 0 0 , p. 22 .

"J ill Y cgian e t al.. M ay  1998 , p. 8 .

’’ G en era l A c c o u n tin g  O ffic e , M a rc h  2 0 0 0 , p. 20 .

G en era l A c c o u n tin g  O ffic e , M a rc h  2 0 0 0 , pp . 21—22.

" Jam es D. R esch o v sk y  a n d  Ja c k  H ad ley , “ E m p lo y e r 

H ea lth  In su ran ce  P re m iu m  S u b sid ies  U n lik e ly  to  

E n h an ce  C ov erag e  S ign ifican tly ,”  Issue B rie f: F ind ings 

from  H S C , N o . 46 , C e n te r  fo r S tu d y in g  H ea lth  

System s C h an g e , D e c e m b e r  2 0 0 1 ; see  also  M . Susan 

M arqu is  and  S te p h e n  H . L o n g , "T o  O ffe r  o r  N o t  to  

O ffe r: T h e  R o le  o f  P r ic e  in  E m p lo y e rs ’ H ea lth  

In su ran ce  D ec is io n s ,"  H S R : H e a lth  Sendees Research, 

Vol. 3 6 , N o . 5 , O c to b e r  2 0 0 1 , p. 9 46 .

17 E llio t K. W icks and  M ark  A . H a ll, 2 0 0 0 , pp. 5 1 7 -1 8 .

'  E llio t K. W icks, M ark  A. H all, an d  Jack  A. M eyer, 

M arch  2 0 0 0 , pp. I 1 6 -1 7 .
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About Us

Mission Statement

The Commonwealth Fund is a private foundation established in 1918 by Anna M. 
Harkness with the broad charge to enhance the common good. The Fund carries out 
this mandate by supporting efforts that help people live healthy and productive lives, 
and by assisting specific groups with serious and neglected problems. The Fund 
supports independent research on health and social issues and makes grants to 
improve healtn care practice and policy.

The Fund's two national program areas are improving health insurance coverage an 
access to care and improving the quality of health care services. The Fund is 
dedicated to helping people become more informed about their health care, and 
improving care for vulnerable populations such as children, elderly people, 
low-income families, minority Americans, and the uninsured. An international progra 
in health policy is designed to stimulate innovative policies and practices in the Unite 
States and other industrialized countries. In its own community, Wew York City, the 
Fund makes grants to improve health care and enhance public spaces and services.
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Phone: (907) 269-0160 
Fax: (907) 269-0177

CSHB 10 (HESS)

SPONSOR STATEMENT

“An Act relating to pooling by employers and self-employed individuals for the purposes of 
group health insurance; and providing for an effective date.”

In this legislation, small and large employers and self-employed individuals are allowed to form 
an association for the purpose of obtaining health insurance. Under HB 10, an insurer may offer 
a policy to an association of employers covering the employees and dependents of the 
employees, or to an association o f self-employed individuals covering self-employed individuals 
and dependents of the self-employed individuals, or to an association that includes a combination 
of employers and self-employed individuals.

A self-employed individual is defined as an individual who derives a substantial portion of the 
individual’s income from a trade or business through which the individual has attempted to earn 
taxable income and for which the individual has filed the appropriate Internal Revenue Service 
form and schedule for the previous year.

An association would be required to establish a constitution and bylaws. The association must 
be maintained for the benefit of persons other tha” the association or its officers or trustees. 
Membership in the association is restricted to % e or small employers, or self-employed 
individuals, who are residents o f the state. An employer, however, may reside in another state 
and may obtain coverage through an association for the employees and dependents of the 
employees of that employer who are residents of this state.

■} • . / . . .. .j*'.-

The association may not condition membership in the association or coverage under a health 
insurance policy issued to the association. An exception is provided for a self-employed 
individual where a health care insurer may decline to cover or may restrict coverage offered to 
that individual under the association plan.

An intent section has been added to the bill to clarify that non-profits are include 1 in those 
covered by this bill. Specifically, large and small non-profit employers and non-profit self- 
employed individuals would be allowed to form an association for group health insurance 
purposes.
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SECTIONAL

Section 1. This is a section of uncodified law which expresses the intent to include non­
profits .

Section 2. This section amends As 21.54.015 by adding a new subsection to allow an 
insurer to decline to cover or restrict coverage to a self-employed individual under AS 21.54.060.

Section 3. This section amends AS 21.54.060 defining group health insurance to include as 
association of employers and their dependents and self-employed individuals and their 
employers.

Subsection (A) Sets out requirements for the association.

Subsection (B) Defines “self-employed individual”

Section 4. This section amends AS 21.56.120 by adding a new subsection describing how 
premium rates may be determined .

Section 5. This section provides for an effective date.



Aetna
601 Union S t, Suite 810 
Seattle, WA 98101

Mike Wiggins
National Accounts 
(206)701-8106 
Fax; (206)701-8175

May 5, 2003

Representative Cheryl Heinze 
House o f Representatives 
Alaska Legislature 
Pouch V
Juneau, Alaska 99801 

Dear Representative Heinze:

Aetna lias reviewed CS HB10, which would allow the pooling o f small businesses and 
nonprofit corporations for the purpose o f  procuring health insurance.

Any organization for pooling would be done privately and independent brokers may have 
the opportunity to procure insurance for any groups which might be formed.

Aetna does not have any objection to the creation o f this additional option to allow 
businesses an alternate means to find the best possible private health insurance that will 
fit their needs.

Sincerely,

■ '/T L A

Mike Wiggins

Cc: Nicole Salinas
Jeff Beck 
Reed Stoops

TAetna
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Honorable Tom Anderson, Chair 
House Labor and Commerce Committee 
Alaska Capital, Room 432 
Juneau, AK 99801-1182
February 15,2003 RE: HB 10 (Heinze & Rokeberg)-Support

Dear Chair Anderson:
On behalf of the AARP members in Alaska, we encourage you and your colleagues on 
the House Labor and Commerce Committee to support HB 10, authored by 
Representatives Cheryll Heinze and Norman Rokeberg, one of your Committee 
members, and co-sponsored by nine of your other House colleagues.
Alaska has good reason to be concerned about it’s uninsured. Almost one of every five 
Alaskans between the ages of 50 and 64 has no health insurance coverage. These 
same statistics hold true for younger Alaskans. HB 10 will offer some opportunity for 
coverage for employees of small businesses, non-profit organizations and agencies and 
organizations that band together to form a group pool. AARP is very supportive of such 
efforts. Indeed, AARP was founded by retired educators In the 1940’s and 1950's who 
were unable to secure any form of health insurance once they left the workforce. This 
was several years before the enactment of Medicare and AARP pool coverage was 
often the only health insurance our members could find.
AARP believes that all Alaskans should have access to health insurance coverage. We 
know that the uninsured often postpone preventive care and end up in emergency 
rooms, receiving the most expensive and ofte.i most serious care. We are also well 
aware that the health care costs of the uninsured are often shifted to those who do have 
insurance. Obviously, state government often picks up some of the costs of the 
uninsured because the State does provide coverage to its employees and retirees. If 
we could reduce the number of uninsured, we would also reduce the health costs 
unfortunately being shifted to the State as well as other employers that cover their 
employees (including AARP).

3601 C Street, Suite 1420 I Anchorage, AK 99503 1 907-341-2277 1907-341-2270 fax 11-677-434-7598 T P ' 
Janws <3, Parkel, President | William D. Novelli, Executive Director end CEO | www.aarp.org

http://www.aarp.org
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HB 10 will not solve all our problems with the uninsured. However, it has already 
focused attention in the media on this issue. These are most often nur small 
businesses, farmers, college students, and workers in the non-profit sector. As the 
authors point out in the bill, expensive turnover for these organizations often eliminates 
the opportunity for them to retain an experienced workforce. Small business is the 
future of Alaska. Non-profit organizations, as the bill points out, often provide needed 
services that the State simply cannot afford to supply.
HB 10 is a very good first effort at addressing this serious problem. AARP encourages 
you and your colleagues on the House Labor and Commerce Committee to vote *AYE" 
when HB 10 is heard before you.
Should you have any questions about our position, please feel free to contact Marie 
Darlin (907.586.3637), Coordinator of the AARP Capitol City Task Force; Patrick Luby 
(907.762.3314), AARP Legislstive Representative; or me (907.245.5259).
Thank you for your consideration.

Marguerite Stetson 
AARP Alaska
Executive Council Member for Advocacy 
3009 Northwood Street 
Anchorage, AK 99517-1871 
907.245.5259 voice 
907.245.5279 fax 
ffmas@aurora.uaf.edu
cc: Vice-Chair Bob Lynn Representative Les Gara

Representative Nancy Dahlstrom Representative Lesil McGuire
Representative Carl Gatto Representative Mike Hawker
Representative Norman Rokeberg Representative Richard Foster
Representative Harry Crawford Representative Gary Stevens
Representative David Gurtenberg Representative Peggy Wilson
Representative Cheryll Heinze Representative Paul Seaton
Marie Darlin Representative Bruce Weyhrauch

Sincerely,

Patrick Luby Representative Carl Moses

mailto:ffmas@aurora.uaf.edu


ABADA 9 0 7  4 6 9  4 4 1 0 0 2 / 1 4 / 0 3  0 9 1 13am P . 0 0 2

STATE OP ALASKA
ADVISORY BOARD 

ON
ALCOHOLISM AND DRUG ABUSE

Frank P.. Murkowski, Governor

P.O. Box 110608 
Juneau, Alaska 99811-0608 

Phone: (907) 465-8920 '
-  Fax: (907)465-4410

February 13,2003

Representative Tom Anderson, Chair, and Members 
House Labor and Commerce Committee 
Alaska State L ^islature 
State Capitol
Juneau, Alaska 99801-1182

RE: HB 10 Group Health Insurance for Private Groups 

Dear Representative Anderson:

Small businesses and non-profits are facing continually rising costs and decreasing availability of health 
insurance. This adds seriously to an already existing workforce recruitment and retention crisis in the 
chemical dependency treatment field.

Treatment programs that were already hanging on by a thread due to fiat funding for over a decade, are 
taking a serious look at whether they can keep their doors open. Some have reduced health insurance 
benefits, increased rates to employees, dropped benefits altogether, cut staff, or cut services. Many of these 
programs have already lost staff to other disciplines that pay better and offer better benefits.

Alaska ranks at or near the top of all states in alcohol-related problems including Fetal Alcohol Syndrome, 
Child Abuse and Neglect, Domestic Violence, Sexual Assault, to name a few. Access to appropriate 
treatment is critical to lowering those ratings. We need well-trained, quality staff to provide needed services 
and effect successful outcomes for Alaskans, statewide.

HB10 could help provide the kind of relief needed by non-profits such as these trcvtinent programs and 
other small businesses and non-profits that are unable to afford this benefit that is critical to recruiting and 
retaining a qualified, stable workforce.

Please give this legislation your full support. If you have any questions regarding this issue as it related to 
chemical dependency services, please contact me.

Sincerely,

S EC —
Pamela L. Watts 
Executive Director
Governor’s Advisory Board on Alcoholism and Drug Abuse



t/ 907-274-0827 
f/ 907-272-0292

( A laska 
/  ^ N u r s e s  

A ssocia tion

2207 EastTudor Rd, Suite 34 
Anchorage, AK 99507-1049 

www.aknurse.org 
aknurse@aknurse.org

February 24,2003

Representative Cheryl Heinze 
Representative Norman Rokeberg 
Alaska State House o f Representatives 
State Capitol 
Juneau, AK 99801-1182

Dear Ms. Heinze and Mr. Rokeberg:

We wish to commend your efforts and the efforts o f other Legislators in addressing the need for 
group health insurance for persons employed by small businesses, nonprofit organizations, 
special service organizations, and/or small associations (HB 10).

The Alaska Nurses Association is particularly sensitive to the health care needs o f the uninsured 
-  such as our very own members, the Registered Nurses o f the state who upon retirement after 20 
to 30 years o f service have no health care benefits for themselves or their dependents.

We are not speaking o f those Registered Nurses employed by public employers. These nurses do 
have access to retiree health care. We are speaking o f those Registered Nurses employed by 
private employers, such as Providence Alaska Medical Center and other private (but often “non­
profit”) and quasi-private health care providers in the state.

The above Registered Nurses are provided health care coverage during the term o f their 
employment, but not following retirement. A nurse entering the profession at age 22 who works 
for 30 years is age 52 upon possible retirement. He/she often has sustained back injuries or other 
job-related medical conditions during his/her career making 30 years about the extent of his/her 
professional endurance.

Between the age o f 52 and 63, this nurse has NO medical coverage for either himself or his 
family. Once a nurse realizes that this is the case -  and that he/she has no other coverage 
through an insured spouse -  he/she begins looking for another employer or another profession. 
As you can imagine, this situation contributes greatly to the retention o f the experienced nurse 
and the overall resulting nursing shortage.

What we are asking you to consider is the possibility o f  including in HB 10 a retiree health care 
provision for nurses for this “bridge” period between retirement and Medicare eligibility. We 
believe that such a provision would keep men and women in the profession longer. The specifics 
o f employer contributions and employee premiums would also need to be addressed.

http://www.aknurse.org
mailto:aknurse@aknurse.org






A m e n dURES AND RECOMMENDATIONS

Department Fiscal Indet.
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SENATE COMMITTEE REPORV^; :

FURTHER: Judiciary

DATE TURNED
IN TO OFFICE:_______

.abor and Commerce Committee considered CS FOR HOUSE BILL NO. 15(FIN) am

HB 15 SOLICITATIONS/CONSUMER PROTECTION

'An Act relating to fair trade practices and consumer protection, to telephone solicitations, to charitable 
solicitations; and providing for an effective date."

and recommends:

[ ] be replaced with 

[ ] adopt previous _

[ ] attached amendment(s)

[ ] adopt Letter of Intent by 

[ ] further referral to _____

Committee

Committee

Senate Bill:
[ ] Same Title 
[ ] New Title

House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR#_____

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

[ ] APPROPRIATION - no fiscal note
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23-LS0058W A.1
Craver

4/16/04

a m e n  d m e n t

OFFERED IN THE HOUSE 

TO: CSHB 15(FIN) am

BY REPRESENTATIVE FATE

1 Page 8, lines 14 -15:

2 Delete alljnaterial.

3 Insert "[MAGAZINE, PERIODICAL,] sound recording or [,] book through [, OR

4 MEMBERSPHP IN] a book or record club"

5

6 Page 8, line 20, following "(11)":

7 Insert "by a publisher, or a publisher's agent operating under a written

8 agreement between a publisher and the agent, who is soliciting the sale of a publisher's

9 m agazine if

10 (A) the buyer has the right to review the magazine and

11 cancel the subscription for the magazine within seven days after receipt of

12 the magazine; a cancellation request is timely if  the request is mailed,

13 properly addressed and postmarked, postage prepaid, within seven days

14 after receipt of the magazine; and

15 (B) the right of cancellation and refund is fully disclosed to

16 the buyer before or at the time the initial invoice is received by the buyer;

17 (12)"

18

19 Page 8, line 22:

20 Delete "(12)"

21 Insert "03} [(12)]"

22

23 Page 8, line 24:

I 1-



23-LS0058WA.1

1 Delete "(13)"

2 Insert "£141 [(13)]"

3

4 Page 8, line 26:

5 Delete "(14)"

6 Insert "(15) ff 14)111

7

8 Page 8, line 29:

9 Delete "(15)"

10 Insert "£16) [(15)]"

11

12 Page 9, line 5:

13 Delete "(16)"

14 Insert "£17) [(16)]"

15

16 Page 9, line 6:

17 Delete "(17)"

18 Insert "£18) [(17)]"

19

20 Page 9, line 11:

21 Delete "(18)"

22 Insert "£19) [(18)]"

l -2-
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DEPARTMENT OF LAW

OFFICE OF THE ATTORNEY GENERAL

FRANK H. MXJRKOWSK1, 
GOVERNOR

1031 W EST 4™  AVEN U E'SU ITE  200 
ANCHORAGE. ALASKA 99501-5903 
PHONE: (907)269-5100
FAX: (907)276-8554

April 2, 2004

Senator Con Bundc 
State Capitol 
Room 506
Juneau, A K  99801-1182

Re: CS for House Bill 15(FIN) am 

Dear Senator Bunde:

On March 15, 2004, the Senate Labor and Commerce Committee heard testimony 
on HB 15, w hich amends several consumer protection statutes including the Telephonic 
Solicitations Act, A S 45.63.010 -  45 .63.100. This act requires telemarketers to register 
with the Department o f  Law 30 days prior to conducting telephonic solicitations in the 
state.

During that hearing, a representative for the Direct Marketing Association testified  
against the proposed change found in Section 21 (page 8, line 13). This change would 
remove the current exem ption for sellers o f  magazines, periodicals, sound recordings mid 
books from registration requirements. From a consumer protection perspective, however, 
this proposed change is important because o f  the number and type o f  complaints received  
by the Consum er Protection Unit concerning unfair or deceptive acts or practices by 
magazine sellers. In our view , these sellers should be required to register as telephonic 
solicitors.

The D M A ’s representative also expressed concerns about the existing statute, 
which defines “by telephonic means” to include both outbound calls (where telemarketers 
call consumers directly) and inbound calls (where consumers call telemarketers in 
response to a m ailing or other written communication). He suggested an interpretation o f  
the statute by which a m agazine seller could be criminally liable for failing to register i f  
the seller sold  m agazines at news stands in the state, and had a notice in the magazine 
with an 800 number inviting readers to call to order subscriptions. Although this is 
clearly not the type o f  activity that the Telephone Solicitations A ct was meant to cover, I 
did suggest to the Committee that amending the definition o f  “by telephonic means” 
could address the situation posed by the DM A.
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Senator Con Bunde April 2,2004 
Page 2

Upon further review, I believe that no statutory change is necessary because the 
Department o f  Law has regulations in place that address the DM A’s concern. The 
regulations implementing the Telephone Solicitations Act are found at 9 AAC 14. 9 
A AC 14.900(b) provides:

In AS 45. and in this chapter, the sale o f “property or services” does 
not include a transaction:

(3) initiated by a communication in newspapers, magazines, and 
other publications unless they are directed to one or more persons, 
institutions, or business organizations by name, specifically 
advising, requesting, motivating, or otherwise encouraging, that 
specific person, institution, or business organization to contact the 
seller by telephonic means.

It is clear that the presence o f  a general notice in a magazine with a plione number 
for ordering subscriptions would not subject a seller to telephonic registration 
requirements in Alaska.

Please let m e know i f  there is any additional information regarding HB 15 that 
would be helpful for the Committee.

GREGG D. RENKES 
ATTORNEY GENERAL

Cy&tbia C. Drinkwater 
Assistant Attorney General

cc: Representative Hugh Fate 
Michael Tibbies 
David Marquez 
Robert Flynt

CCD/sjm



9 AAC 14.900. Definitions 

Statute text

(a) In this chapter,

(1) "affiliated company" means any company that will engage in business transactions with 

buyers relating to sales solicited by the telephonic seller, or which accepts responsibility for the 

acts or statements made by the telephonic seller relating to sales made or solicited by the 

telephonic seller;

(2) "owner" means a person who owns or controls 10 percent or more of the net income of a 

telephonic seller;

(3) "parent company" means a business entity that has authority to control the appointment of 

officers or managers of the telephonic seller by reason of being an owner of the telephonic seller;

(4) the term "sound recording" in AS 45.63.080(10) includes video recordings when the video 

recording has an audio component.

(b) In AS 45. and in this chapter, the sale of "property or services" does not include a 

transaction:

(1) when the only consideration for the money spent by the buyer is participation in a telephone 

conversation;

(2) initiated by a written communication addressed to "boxholder," "occupant," "resident," or 

similar generic description of the intended recipient and no individual person, institution, or 

business organization is named anywhere in the written communication in a manner that 

identifies the individual person, institution or business enterprise as the intended recipient; or

(3) initiated by a communication in newspapers, magazines, and other publications unless 

they are directed to one or more persons, institutions, or business organizations by name, 

specifically advising, requesting, motivating, or otherwise encouraging that specific person, 

institution, or business organization to contact the seller by telephonic means.

(emphasis added)

History

History: Eff. 3/19/94, Register 129 

Annotations

Authority: AS 45.63.0.10 

AS 45.63.090 

AS 45.63.100



<§
c ) I©5

D E PA R TM E N T  O F LAW

OFFICE OF THE A TTO RNEY GENERAL

April 6, 2004

Anita R. Tardugno 
Legal A ssistant
Ilartig  Rhodes H ogc & Lckisch 
717 K Street
A nchorage, A K  99501-3397

FRANK II. MURKOWSK1, 
GOVERNOR

1031 W EST 4™ A VENUE,
SU ITE  200
ANCHORAGE, A I A S K y L ^ ^

4  P R  (f  8  / u m  

*NPHURm '

C O N FID EN TIA L

Re: Public Records R equest

D ear Ms. Tardungo:

I am in receipt o f  your M arch 15, 2004 request for inform ation relating to 
statistical com pilations o f  consum er com plaints prepared by the A laska Attorney 
G eneral’s O ffice. You request inform ation relating to “solicitation by direct m arketers 
and/or publishers for the prom otion o f  products . . . w here the custom er is offered a free 
trial period or a free product as an inducem ent to the sale.”

Our office does not m aintain statistical com pilations that identifies the information 
you request. I am enclosing copies o f  statistical com pilations for 1999 and 2000, the last 
years vve com piled this inform ation. As you will note, the inform ation is categorized into 
broad areas. We do not track com plaints by “ free trial offers'* or “ free products,” nor do 
w e identify “direct m arketers.” We have not produced sim ilar com pilations since 2000.

A laska’s Public R ecords A ct, AS 40.25.110(a) provides: “ Unless specifically 
provided otherw ise, the public records o f  all public agencies are open to inspection by the 
public under reasonable rules during regular office hours.” A second statute. 
AS 40.25.120(a)(4), provides an exception to the general disclosure requirem ent for 
records that are required to be kept confidential by state or federal law. AS 45.50.521 
provides the attorney general m ay not m ake public the nam e o f  a person alleged to have 
violated the C onsum er Protection Act (the “A ct”), nor are the “records o f  investigation or

intelligence inform ation o f  the attorney general obtained under [the A ct| considered 
public records available for inspection by the general public.” W e interpret this statute to 
require that w e keep confidential all o f  the inform ation subm itted to us on a consum er



A nita R. Tardugno 
Legal Assistant
Hartig Rhodes H oge &  Lekisch

A pril 6, 2004
P age 2

com plaint form, including the fact that a com plaint was filed and the identity o f  the 
business com plained about.

Regulations adopted by the G overnors office provide that a public agency is not 
required to  com pile or sum m arize its public records in response to a public records 
request, nor is a  public agency required  to m anipulate data to create new records in 
response to a public records request. 6 A AC 96.210(b) and (c). B ecause we do not track 
inform ation in the form you request, no am ount o f  m anipulation would generate the 
records you w ant. B ut in a broader sense, w e w ould have to create new  docum ents to 
produce any statistical inform ation.

Pursuant to  6 A A C 96.335(d) you have a right to adm inistratively appeal this 
decision by com plying w ith the procedures outlined in 6 A A C 96.340, a copy o f  whic.i is 
attached. Y ou m ay also obtain im m ediate jud icia l review  o f  this denial by seeking an 
injunction from  the superior court under A S 09.25.125. Y our election not to pursue 
injunctive rem edies in superior court shall have no adverse effects on your rights before 
the D ivision. Further, an adm inistrative appeal from  a denial o f  a request for public 
records requires no appeal bond.

I hope this inform ation is useful. P lease contact me i f  you have any questions.

Sincerely,

G R EG G  D. REN K ES 
A T T O R N E Y  G EN E R A L

A ssistant A ttorney G eneral

Enclosures

CES/sjm



CONSUMER PROTECTION 
2000 COMPLAINT SUMMARY BY TRADE CLASSIFICATION CODE

Total No. Of Complaints For 2000 - 192

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

T o ta l  No. o f  
N o . o f  C o m p la in ts  for

S U B C L A S S
10 Agricultural Goods/Services

10C Garden/Landscape Services
Total Agricultural Goods/Services

1
1

11 Animal
11H Pet Sitter 1

Total Animal 1

12 Appliance/Sale/Service
12M Sewing Machine 1

Total Appliancc/Salc/Service 1

15 Athletics/Recreation/Sales
15E Fishing Trip/Guides 1

Total Athletics/Recrcation/Sales 1

20 Business/Employment Opportunity
20J Investment 1
20Q Internet Related Service 1

Total Business/Employment Opportunity 2

23 Charitable Solicitation
General 2

Total Charitable Solicitation 2

25 Retail Sale/Repair
25C Clothing Sale 1
25H Jewelry Sale 4
25K Miscellaneous 6
25M Spa 4
25P 1 1

Total Retail Sale/Repair 16

C \CVACOM\MCKEEJ\CP\2000 complaint breakdown list for Signe (detailed).doc Page 1 o f 11



TRADE CLASSIFICATION CODE SUBCLASS No. of Total No. of
Complaints Complaints for

Trade Classification
26 Clubs

Total Clubs

26G Music
26J Discount Warehouse 
26K Discount Buying Clubs

1
1
1

3

27 Credit
27A Bank n

J

27B Collection Agency 5
27D Credit Card Issuer 5
27F Finance Company 1
27H Mortgage Company 2
27J Report/Protection Service 1
27K State Student Loan 1
27M Credit Card Protection Services 1

Total Credit 19

30 Door to Door Sale
30A Book Sales 1

Total Door to Door Sale 1

31 Education
31B College/University 1

Total Education 1

J  J Entertainment
33FI Restaurant 1

Total Entertainment 1

35 Food
35E Supermarket 1

Total Food 1

36 Energy Equipment
36D Furnace 1

Total Energy Equipment 1

3 8 Funeral Services
38A Cemeteries/Monuments 1

Total Funeral Services 1

G:\CVACOM\MCKEEJ\CPV2000 complaint breakdown list for Signe (detailed).doc Page 2 of 11



TRADE CLASSIFICATION CODE SUBCLASS

Total No. of
No. of Complaints for

Complaints Trade Classification
42 Health/Medical

42L Medical Lab 
42Q Health Cure -  Denial

Total Health/Medical

1
1

2

43 Home Furnishings
43C Bed/Bedding 1
43 E Cookware/Crystal 1
43G Furniture 2

Total Home Furnishings 4

44 Home Construction/Condo/Repair
44F Contractor 1
44 0  Flome Inspectors 1

Total Home Construction/Condo/Repair 2

46 Housing/Real Estate/Rental
46G Timeshare 1

Total Housing/Real Estate/Rental 1

47 Mobile Home/Manufactured
Housing

47B Mobile Home Park 1
Total Home Mobile Home/Manufactured 1
Housing

48 Insurance
48C Company 1
48D Policy 1

Total Insurance 1

49 Mail Order Sales

Total Mail Order Sales

49B Catalogs/Advertisements 
49C Magazine/Book/Music Clubs

1
2

3

51 Municipality
5 IB Police Dept.
51C Animal Control.

1
1

Total Municipality



/

TRADE CLASSIFICATION CODE SUBCLASS

Total No. of
No. of Complaints for

Complaints Trade Classification
52 Moving/Storage

52A Movers 3

Total Moving/Storage
52B Shipping Company 1

4

53 Fhotography 

Total Photography
53E Photography Service 2

2

54 Professional Services
54F Dentist 1

Total Public Professional Sendees 1

55 Public Accommodations
55B Hotel/Motel/Inn/Cottage/ 

B&B/RV Park

n

Total Public Accommodations

55C Resort/Lodges (Not 
Timeshare)

2

4

56 Public Utility

Total Public Utility'
56D Telephone •>

2

57 Publication 

Total Publication

57D Magazine Subscription 
(Non-Mail Order) 5

5

59 Telemarketing 

Total Telemarketing

59B Phone Sales 
59F Fax Scam

■yJ
2

5

61 TV/Audio/Video/Equipment
61A Answering Machine 
61D Cassette/CD Player 
61H Computer/Hardware 
61P Stereo/Speakers 
61U Misc.

i
i
i
i
i

Total TV/Audio/Video/Equipment 5



*

TRADE CLASSIFICATION CODE
62 Travel

Total Travel

SUBCLASS

62A Bus
62B Charter Airline
621 Travel Agency
62J Vacation Packages/Plans/Tours
62K Vacation Scheme

No. of 
Complaints

1
1
4
2
1

Total No. of 
Complaints for 

Trade Classification

9

64 Miscellaneous 7
Total Miscellaneous 7

65 Internet
65A Auction 1
65C Scam 2
65D Server 2
65F Business Opportunity 1

Total Internet 6

67 Info Recovery
67A Asset 1

Total Info Recovery 1

68 Communications
68A Wireless Service 1
68A-2 Cellular Phones 1

Total Communications 2

MV Trade Codes for Autos
MV01 New Cars 7
MV02 Used Cars 24
MV03 Repairs 16
MV04 Others 1
MV05 Auto Parts 1
MV07 Lease 1
MV08 Rental 8
MV08 -  RV rentals 3
MV 14 Tires 1
MV15 Warranty Service Co 1

Total Autos 63

Total Complaints by Trade Classification code 183



C O N SU M E R  P R O T E C T IO N
2000 C om pln in t S um m ary  By P ractice  C ode

Total No. Of Complaints For 2000 - 192 

P R A C T I C E  C O D E
004

Total

S U B C L A S S
No. o f  

C o m p la in t s

T o ta l  No. o f  
C o m p la in ts  fo r  

p ra c t ic e  
C lass if ica t ion

100 Advertising
101 Bait & Switch 1
102 Contest & Prizes 1
104 Misrepresentation 3
105 Pricing 1
108 Unsolicited Merchandise 2

Total Advertising 8

200 Antitrust
205 Price Fixing 1

Total Antitrust 1

300 Credit 300 Harassment 2
301 Improper Billing 10
302 Incorrect Billing 5
304 Repossession 1
306 Interest Rate 1
307 Failure to invest ./correct 3

disputed report
308 Disclosure Non-public Info 2
309 Unauth Transfer Credit Bal. 1
310 Unauthorized charges 2

Total Credit 29

400 Criminal Activity
402 Theft by Deception ~)
403 Deceptive Business Practice 13

Total Criminal Activity 15



T o ta l  No. o f  
C o m p la in t s  for  

No. o f  p ra c t ic e
P R A C T I C E  C O D E  S U B C L A S S  C o m p la in ts  C lass if ica t ion

500 General Sale 501 Defect 3
504 Misrepresentation 7
505 Pressure Selling 1
506 Price 1
509 Unsolicited Merchandise 1

Failure to: 510 Deliver 10
" 511 Disclose information 1
" 512 Perform Adequately 4
" 515 Disclose Refund Policy 2
" 516 Provide Refund 4
" 517 Honor Contract 2

Total General Sale 36

600 General Services 601 Excessive Charge 2
604 Inferior Work Performance 5
604A Damage to Object 1

Failure to: 610 Do Any Work 1
" 611 Repair Correctly 4

" 612 Return Property 3
Total General Services 16

700 Housing/Real Estate 704 Failure to Return Deposit 1
707 Eviction/Mobil Home Park 1

Total Housing/Real Estate    2

800 Travel 805 Quality o f Accommodations 2
809 Unsatisfactory Service 5

Total Travel 7

1000 Miscellaneous 1000 relating to non-jurisdictional
complaints 9

1002 Information Given/taken 6
1003 Business to Business 1

Total Miscellaneous 16

2000 Healthcare 2004 Dental -  Claims Processing I
by Dental Office

Total Healthcare 1

4000 Internet 
Total Internet

4005 Inferior Service/Performance 1



P R A C T I C E  C O D E
5000 Telemarketing

Total Telemarketing

6000 Auto Dealers

Total Auto Dealers

S U B C L A S S
5003 Magazine Sales
5004 Telephonic Solicitation vio.
5005 Failure to Register

6001 Unfair & Deceptive 
6102 False Damage Claim

No. o f  
C o m p la in t s  

1

3
1

43
1

T o ta l  No. o f  
C o m p la in ts  fo r  

p ra c t ic e  
C lass if ica t ion

44

1S I

Total Complaints by Practice Code



C O N SU M ER  P R O T E C T IO N
2000 C om plain t S um m ary  By D isposition

Total No. O f C om plaints F o r 2000 - 192

D IS P O S IT IO N  C O D E

D irec tly  A ssis ted  C o m p la in a n t :

D01 Money refund or restitution,
adjustment, or account credited

D02 Delivery of merchandise or
services

D03 Repair o f merchandise or rework
of services 

D04 Replacement of merchandise
DOS Claim of contractual or money

obligation cancelled 
D06 Customer received needed

information or explanation from 
respondent business

D07 Return to Customer o f Customer's 
Property (repossessed car, 
personal goods in car, tax 
records, goods left fcr repair -  
store went out o f bus.ness, etc.)

DOS Business corrected or dropped a
threatened (negative) legal or 
other action (repossession, 
eviction, foreclosure, cancel 
credit card account, negative 
credit report, etc.)

D09 Business stopped (deceptive)
practice

D10 Sent Certified Warning re:
Business Conduct

Total Directly Assisted Complainant

No. of
S U B C L A S S  C o m p la in t s

DO 1.1 Mediation 23
DO 1.2 Mediation 1

D02.1 Mediation 3

D03.1 Mediation 2
D04.1 Mediation 4

D05.1 Mediation 5

D06 2
D06.1 Mediation 6
D06.la Satisfied 3
D06.1 b complainant dissatisfied 17
D06.1c AGO dissatisfied 1
D06. Id Neither party 1
D06.1e AGO Satisfied 10
D06.1f AGO Satisfied -  unknown

if complainant is satisfied 6

D07.1 Mediation 1

D08.1 Mediation

1

T o ta l  No. o f  
C o m p la in ts  fo r  
D IS P O S IT IO N  
C lassif ica tion

Page 9 o f 11



D22 Customer received needed
information from or through 
efforts of Consumer Protection 
Office

D23 Assurance (letter) that complained
of practice will not reoccur 

D25 State lawsuit filed for or injunction
obtained against the complained 
of practice 

Total Directly Assisted Complainant

Indirectly Assisted Complainant:

Assisted By R e fe r r a l :

D32 Referred to other Alaska or local
agency

D34 Referred to private attorney or
Small Claims Court 

D36 Referred to Federal Trade
Commission 

D37 Referred to federal agency other
than FTC or Postal Authority 

Total Assisted by Referral _______

U n ab le  T o  Assist:

D40 Lack o f resources 
D41 Respondent out o f business
D42 Unable to locate respondent
1)43 No response from respondent -

insufficient evidence to compel 
D45a No response from respondent -  no 

determination on status of 
complaint

I)45b No response from respondent or 
complainant -  possible 
resolution 

D46 Complainant lacks validity 
/insufficient evidence 

Total Unable To Assist:



CONSUMER PROTECTION 
2000 Complaint Summary By Disposition 

Total No. Of Complaints For 2000 -192

T a k e n  C a r e  O f  By Action O f  C o m p la in a n t :

D 51 No reply from resources 
D52 Complainant settled privately—  

without any significant CP 
assistance 

D55 Void -  complaint not valid
Total Taken Care Of By Action Of C om p la inant________________________

C ould  Not A t te m p t  T o  Assist:

D61 Complaint filed for Consumer 
Protection Office information 
only

D62 No Consumer Protection
jurisdiction 

D65 Has private atty; litigated
D66 Private parties
D67 Incomplete filing
DhS Complainant lacks credibility
T o t a l  C o u l d  N o t  A t t e m p t  T o  A s s i s t :

Total Complaints By Disposition Code



CONSUMER PROTECTION
1999 COMPLAINT SUMMARY BY TRADE CLASSIFICATION CODE

Total No. Of Complaints For 1999 - 167

T R A D E  C L A S S I F I C A T I O N  C O D E
09 Advertising

Total Advertising

SUBCLASS
General 
9B Misleading 
9E Scam

T o ta l  No. o f  
No. o f  Complaints for  

Complaints Trade C lassif ica tion
1
2 
1

4

15 Athletics/Recreation/Sales 

Total Athletics/Recreation/Sales
15E Fishing Trip/Guides 2

2

18 Beauty Products/Service

Total Beautv Products/Service
1SA Beauty Parlor/Barber 1

1

23 Charitable Solicitation General
23A Professional Fundraiser

1
1

Total Charitable Solicitation

25 Retail Sale/Repair 

Total Charitable Solicitation

25H Jewelry Sale 
25K Miscellaneous

6

27 Credit
27A Bank 4
27B Collection Agency 5
27D Credit Card Issuer 6
27G Loan Arranger 1
2711 Mortgage Company 1
27J Report/Protection Service 1

Total Credit 18

42 Plcalth/Mcdical
42J Hospital/Medical Center 1

Total Health/Medical 1

G \CVACOM\MCKEEJ\CP\complaint breakdown list for Signe (detailed).doc Page 1 ot'S



TRADE CLASSIFICATION CODE SUBCLASS

Total No. of
No. of Complaints for

Complaints Trade Classification
44 Home Construction/Condo/Repair 

Total Home Construction/Condo/Repair

44A Additions 
44E Cabinets 
44F Contractor 
44U Paving 
44Y Roofing

1
1
1
1
I

5

46 Housing/Real Estate/Rental
46A Apartment Rental 1
461 Appraisal -  real estate 1

Total Housing/Real Estate/Rental 2

48 Insurance 48C Company 1
Total Insurance 1

49 Mail Order Sales
49B Catalogs/Advertisements 2

■ 49C Magazine/Book/Music Clubs 1
49D Out-of-State Corporation 1

Total Mail Order Sales 4

52 Moving/Storage
52A Movers 1

Total Moving/Storage 1

55 Public Accommodations
55B Hotcl/Motel/Inn/Cottage/B&B 1

Total Public Accommodations 1

56 Public Utility
56D Telephone 4

Total Public Utility 4

57 Publication
57D Magazine Subscription

(Non-Mail Order) 4
Total Publication 4

59 Telemarketing
59B Phone Sales 2
59E Sweepstakes scam 1

Total Telemarketing 3



TR A D E C L A S S I F I C A T I O N  C O D E
61 TV/Audio/Video/Equipment

Total TV/Audio/Video/Equipment

S U B C L A S S

61H Computer/Hardware 
61N Repair 
61R VCR

No. o f  
C o m p la in t s

9

1
1

T o ta l  No. o f  
C o m p la in ts  for 

T r a d e  C lassif ica tion

4

62 Travel 

Total Travel

621 Travel Agency 
62J Vacation Packages/Plans/ 

Group Tours

9
J

1
4

63 Weight Salon/Health Spa/Athletic 
Club

Total Weight Salon/Health Spa/Athletic
63 A Membership 

Club
1

1

64 Miscellaneous 
Total Miscellaneous

4
4

65 Internet 

Total Internet

65A Auction 
65B Advertising 
65C Scam 
65D Server

1
1
1
1

4

67 Info Recovery 

Total Info Recovery

67 Asset 
67B Auction info

9

1
3

68 Communications 

Total Communications
68A wireless sendee 1

1

69 Trade/Craft Shows 

Total Trade/Craft Shows
69A Nondelivery 1

1
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Total No. of

T R A D E  C L A S S I F I C A T I O N  C O D E
MV Trade Codes for Autos

Total Autos

S U B C L A S S

MV01 New Cars 
MV02 Used Cars 
MV03 Repairs 
MV04 Others 
MV08 Rental 
MV 13 Towing

•>

8
46
10

No. of Complaints for
Complaints Trade Classification

1

2
68

Total Complaints by Trade Classification code 151
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C O N S U M E R  P R O T E C T IO N
1999 C o m p la in t S u m m ary  By P rac tice  C ode

T otal No. O f C om plain ts F o r  1999 - 167

N o . o f

T o ta l  No. o f  
C o m p la in t s  for  

p ra c t ic e

P R A C T I C E  C O D E
100 Advertising

T o t a l  A d v e r t i s i n g

S U B C L A S S

101 Bait & Switch
102 Contest & Prizes
104 Misrepresentation
105 Pricing
108 Unsolicited Merchandise

C o m p la in t s

1
1
8
1
2

C lass if ica t ion

13

300 300 Harassment 1
302 Incorrect Billing 8
303 Usury 1
304 Repossession 1
307 Failure to invest./correct

disputed report o
J

T o t a l  C r e d i t 14

400 Criminal Activity 401 Theft 2
402 Theft by Deception 2
403 Deceptive Business Practice 18
407 Charitable Solicitation 1

T o t a l  C r i m i n a l  A c t iv i t y 23

5 0 0 General Sale 501 Defect 1
503 Lay-away 1
504 Misrepresentation j

509 Unsolicited Merchandise 1
F a i l u r e  to : 510 Deliver 11

It 511 Disclose information 1
f» 512 Perform Adequately 6
II 514 Allow to cancel 1
n 515 Disclose Refund Policv 1
II 516 Provide Refund 2

Total General Sale 28
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P R A C T I C E  C O D E
600 General Services

F a i l u r e  to :
it

i l

T o t a l  G e n e r a l  S e r v i c e s

S U B C L A S S  
601 Dxccssivc Charge 
604 Inferior Work Performance 
607 C om plex Work
611 Repair Correctly
612 Return Property

T o ta l  No. o f  
C o m p la in ts  for 

No. o f  p rac t ice  
C o m p la in t s  C lassif ica tion

4
2
1
8
1

16

800 Travel 

T o t a l  T r a v e l

803 Cancellation Policy
804 Refund Policy
809 Unsatisfactory Service

1
1
1

4

1000 Misc. -  relating to non-
jurisdictional complaints Misc.

1001 Inquiry
8
1

T o t a l  M is c .  -  r e l a t i n g  to  n o n - j u r i s d i c t i o n a l  c o m p l a i n t s 9

2000 Healthcare 
T o t a l  H e a l t h c a r e

2001 Medical - Billing 1
1

3000 Banks 
T o t a l  B a n k s

3002 2
2

5000 Telemarketing 

I 'o t a l  T e l e m a r k e t i n g

5001 Black Dot Violation
5002 Swee[stales Sea.

2
1

3

6000 Auto Dealers 
T o t a l  A u t o  D e a l e r s

6001 Unfair & Deceptive 17
17

7000 Telecommunications 
T o t a l  T e l e c o m m u n i c a t i o n s

7001 Billing 1
1

T o t a l  C o m p l a i n t s  b y  P r a c t i c e  C o d e  133
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C O N S U M E R  P R O T E C T IO N
1999 C o m p la in t S u m m a ry  By D isposition

T o tal No. O f C om plain ts F o r  1999 -167

N o. o f
D I S P O S I T I O N  C O D E  S U B C L A S S  C o m p la in t s

D irec t ly A ssis ted  C o m p la in a n t :

D01 Money refund or restitution,
adjustment, or account credited DO 1.1 Mediation 13

D02 Delivery o f merchandise or
services D02.1 Mediation 4

D 0 3 Repair of merchandise or rework
o f services D03.1 Mediation 0

D05 Claim of contractual or money
obligation cancelled D05.1 Mediation 5

D 0 6 Customer received needed
information or explanation from
respondent business D06.1 Mediation -*>.*>

D06.1b complainant dissatisfied J)
DOS Business corrected or dropped a

threatened (negative) legal or
other action (repossession,
eviction, foreclosure, cancel
credit card account, negative
credit report, etc.) D0S.1 Mediation 8

DO 9 Business stopped (deceptive)
practice D09.1 Mediation 0

T o t a l  D i r e c t l y  A s s i s t e d  C o m p l a i n a n t

In d irec t ly  A ss is ted  C o m p la in a n t :

D22 Consumer received needed
information from or through
efforts of Consumer Protection
Office 1

D26.0 Closed and incorporated as part of
investigation 1

T o t a l  D i r e c t l y  A s s i s t e d  C o m p l a i n a n t

T o ta l  No. o f  
C o m p la in ts  fo r  
D IS P O S IT IO N  
C lass if ica t io n

41



CONSUMER PROTECTION  
1999 Complaint Summary By Disposition 
Total No. O f Complaints For 1999 -167

A ssisted  By R e fe r r a l :

D32 Referred to other alaska state or
local agency 5

D34 Referred to private attorney or
Small Claims Court 5

D36 Referred to Federal Trade
Comission 1

D37 Referred to federal agency other
than FTC or Postal Authority 1

Total Assisted by R eferra l ________________ _______________________

U n a b le  T o  A ssist:

D41 Respondent out o f business 1
D43 No response from respondent -

insufficient evidence to compel
appearance 5

D45 3
Total Unable To Assist:

T a k e n  C a r e  O f  By A c tio n  O f  C o m p la in a n t :

D 51 No reply or response from
complainant

Total Taken Care O f By Action O f Complainant

C ould  N o t A t te m p t  T o  A ssist:

DO 1 Complaint filed for Consumer 
Protection Office information 
only

D62 No Consumer Protection 
jurisdiction 

D64 No action taken due to relevancy 
(lack of)

Has private attv; litigated 
Private parties 

Total Could Not Attempt To Assist:
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O f C o u n s e i 

P e t e r  A. Le k isch 

M a r g a r e t  J R a w i t / 

T o d d  J. T i m m e r m a n s

R e c i p r o c a l  R e lationship 

GRUFNING &  SPIT7FADF.N 

Ju n e a u . A i a s k a

Representative Hugh Fate

RE: H B 15
Our File No.: 100224-1

D ear £ Representative Fate:

A ttached  a re  the co m p la in t records fo r 1999-2000 p ro d u ced  by the D epartm ent of 
1 .aw p u rsu a n t to the  F reedom  of In fo rm ation  Act req u est filed by th is office.

The very  sm all n u m b e r of com pla in ts  ov er tw o  years re la ted  to m agazine, book, etc. 
sales tha t are o r m ay  be affected by I IB 15 - (12 or 3% of all com plain ts) - do  no t su p p o rt the 
D epartm en t of Law 's efforts to b ring  p ub lishers  u n d e r the frau d  s ta tu te  w ith  its draconian 
reg istra tion  req u irem en ts  an d  crim inal penalties and  a tte n d an t increased cost to the state 
for enforcem ent. The D ep artm en t records d o  n o t even  allow  the determ ina tion  of nature  
of the com plain ts, the  ou tcom e o r w h e th e r  any w ould  be affected by the D epartm ent's 
am endm ent.

N o business, especially  one as ex tensive as th is one, opera tes  w ith  a zero com plaint 
record. The D ep artm en t's  o w n  reco rds show  clearly  th a t no pervasive  or frau d u len t abuse 
is present.

The D ep artm en t's  p ro p o sa l sh o u ld  be rejected as unsubstan tia ted .

Very tru ly  yours,

RBF/art
Fnclosure
r.\PiH.vj\lfK>I\M\l.tr to Kcpresentoliws ( I ( U M 0 4  w j\ l

l IARTIG RHODES HOGF, & LEKISCH, PC.

7 \  C

R obert B. Flint

http://www.hartig.com
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Reciprocal Relationship 
Gruening & Spitzfaden 

Juneau , A laska

A pril 15, 2004

R epresentative K evin M eyer 
State Capitol, R oom  513 
Juneau, A laska 99801

RE: HB 339
Our File No.: 100224-1

Dear R epresentative M eyer,

A ttached are  the com pla in t reco rd s  for 1999-2000 p ro d u ced  by the  D epartm en t of 
Law p u rsu an t to the F reedom  of In fo rm ation  Act req u est filed by th is office.

The very sm all n u m b er of com pla in ts  over tw o years re la ted  to m agazine, book, 
etc. sales that a re  or m ay be affected  by HB 339 - (12 o r 3% of all com plain ts) - do  no t 
su p p o rt the D epartm en t of Law 's efforts to su p p re ss  p ro m o tio n al offers by publishers. 
Indeed there is no  in fo rm ation  availab le as to how  m any  of the 12 invo lve  free trial or 
sim ilar offers, if any.

N o business, especially  one as ex tensive as th is one, o p era tes  w ith  a zero 
com plain t record . The D epartm en t's  o w n  records sh o w  clearly  th a t no  pervasive  o r 
fraudu len t abuse is present.

The D epartm en t's  p roposa l sh o u ld  be rejected as u n su b stan tia ted .

V ery tru ly  yours,

HARTIG RH ODES H O G E & LEKISCH,

R obert B. Flint
R B F /art
Enclosure

http://www.hartig.com


STATEMENT

R obert B. Flint 
R epresen ting  D irect M ark e te rs /P u b lish e rs  

Before Senate Labor & C om m erce C om m ittee 
HB 15

M arch 25, 2004

The D irect M arketing  A ssociation (DMA) and  M agazine Publishers of A m erica 

(MPA) are trad e  associations of businesses th a t m ark e t p ro d u c ts  d irectly  to consum ers by 

mail, ad v ertis in g  an d  telephone. P roducts inc lude  periodicals, so u n d  record ings, books, 

CDs, v ideos an d  sim ilar item s. P rom otions often inc lude  free gifts o r trial p e rio d s  w ith  

a cancellation op tion  if the  custom er is no t satisfied  or has a change of m ind. In all cases, 

the  custom er specifically accepts the offer before it goes into effect.

HB 15 con tains a section (Sec 21) tha t w ould  rem ove the exem ption  for m agazines 

a n d  o ther periodicals, so u n d  record ings, books, videos, an d  sim ilar item s from  the A laska 

T elem arketing  Act, AS 45.63.80(10) an d  reg istration  D irect M ark e tin g /P u b lish ers  

opposes the rem o v a l of the  exem ption.

1. AS 45.63. The A laska T elem arketing  Act is an an ti-frau d  s ta tu te  a im ed  a t fly-by- 

n ig h t te lem arketers. Since p ro v in g  frau d  is often difficult the Act requ ires  reg istra tion . 

T hus, the charg e  an d  p en alty  is for fa ilure  to  register, n o t fraud . It w as first enac ted  by 

C alifo rn ia  in 1985 a n d  has been ad o p ted  by 24 states. In all states w here  it is law, 

m agazines an d  o ther periodicals, so und  record ings, books, v ideos, an d  sim ilar item s are
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exem pt. T his is because te lep h o n e  reg is tra tio n  law s typically  exem pt iden tifiab le  an d  

findab le  com pan ies from  the  o nerous reg is tra tio n  law s. Section 21 changes the  in ten t of 

the law  from  a device ag a in st f ra u d u le n t opera to rs to an a ttack  on  leg itim ate  business. 

M agazines a n d  period ical p ub lishers  are  substan tia l businesses w ith  con tracts  to  au th o rs  

a n d  p h o to g rap h e rs , etc., a n d  have  reg u la r contracts w ith  the posta l service to  m ail their 

p roducts . S ound  reco rd in g s  an d  v ideos an d  sim ilar p ro d u c ts  p ay  substan tia l sum s to 

d is trib u te  su ch  p ro d u c ts , h av e  u n ique  packag ing  and  m ajor m ailing  d is trib u tio n  centers. 

All of these pu b lish ers  an d  com pan ies are  substan tia l, identifiable, and  findable. N o  such 

com p an y  w as invo lved  in the  frau d  investigations of the 1980's an d  early  90's, w h ich  w ere 

aggressively  p ro secu ted  by federa l an d  sta te  governm ents w ith the he lp  of the FBI and  the 

in d u stry . This a m en d m en t to de lete  the  exem ption  for m agazines an d  period icals and  

so u n d  reco rd ings, v ideos a n d  sim ilar item s changes the in ten t of the law  from  a device 

ag a in st f ra u d u le n t o p era tio n s  to attack  on  legitim ate  businesses.

2. A m en d m en t O rig in . HB 15 began  last year as a bill reg ard in g  the sta te  "Do N ot 

Call" list. N O TE TH A T TH E PURPOSE OF HB 15, AS INTRO D U CED , WAS TO 

C O N FO R M  ALASKA LAW  TO  TH E NEW  FEDERAL NO-CALL LIST. A M ENDM ENTS 

TO  TH E TELEPH O N E REGISTRATION LAW  HAVE N O  EFFECT O N  TH E PURPOSE OF 

TH E BILL. O n F eb ru a ry  23, 2004, the am en d m en ts  to AS 45.63 w ere a d d ed  a t the req u est 

of the  D ep artm en t of Law. In q u iry  to the offices of the sponsors  or rev iew  of the Finance 

C om m ittee  m in u tes  for th a t day  could  no t d iscover any  reason  for the am en d m en t o ther 

th an  the  a d d itio n s  w ere  "technical." R em oval of the exem ption  is no t technical b u t a d irect
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stealth  a ttack  against a leg itim ate  business.

A m agazine  p u b lish e r w ou ld  have to com ply  w ith  11 pages of regu la tion  

p ro m u lg a ted  by the D ep artm en t of Law  including:

► su b m ittin g  articles of incorporation ;

► a listing  of all te lephone n u m b ers  used  to call consum ers

► in fo rm ation  for each officer, d irector, trustee, general p a rtn e r, lim ited  

p a rtn e r, sole p roprie to r, o w ner including:

► d a te  of b irth

► princ ipa l residence

► d rivers  license n u m b er an d  state

► ow n ersh ip  in terest

► p lus for all in d iv id u a ls  w ith  m an ag em en t responsib ilities o r in

charge of locations - - sim ilar to in fo rm ation  above

► w h e th e r the above persons have been convicted  of a felony or 

m isdem eanor, have h ad  a ju d g m en t or o rd e r in  a civil or 

ad m in is tra tiv e  action, subject to any  in junction  or co u rt o rd e r - - for 

each person , etc.

► a listing  of all in d iv id u a ls  w h o  solicit and  their personal residence

a d d re ss ;

► all sales scrip ts  th a t w ill be used;

► all sales in fo rm ation  or literatu re;
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► all w ritten  m aterial sen t to any  p rospective  or actual purchaser;

► any  changes in in fo rm ation  m u st be  su b m itted  w ith in  10 days if the 

te lephone seller uses agents - - bo th  ag en t an d  seller m u st file 

sep a ra te  registrations.

3. D ep artm en t of Law  R ationale . Inqu iry  to  the D ep artm en t of Law  disclosed th a t 

the  am en d m en t w as in d eed  substan tive  n o t technical. M agazines w ere, it w as sta ted , 

w here the p ro b lem  seem s to be. The problem  presum ably  is free trial offers, a lthough  so 

little  in fo rm atio n  is availab le  it is im possible to tell for sure. H ow ever, m uch  m o re  than  

free  trial offers are affected by th is p roposed  am endm en t. The defin ition  includes 

facsim ile m achines, e lectronic com m unications, an d  "a letter, postcard , notice, o r o ther 

w ritten  com m unication  adv ising , requesting , m otivating , or o therw ise  encou rag ing  a 

perso n  to con tac t a seller bv telephonic m eans." (45.63.100).

4. N o E v idence . N o  evidence, even  anecdotal, has been p re sen ted  reg a rd in g  a scale 

of abuses th a t w o u ld  justify  such  a sw eep ing  am endm ent.

5. N o C onsu lta tion  w ith Business. The D epartm en t of Law has m ad e  no effort to 

ed u ca te  itself o r the L egisla tu re  of the effect of p rev en ting  free  trial offers of periodicals 

on  the business and  the consum er. A ctual business practice na tio n w id e  does not conform  

to the D ep artm en t of L aw 's am en d m en t or AS 45.63

6. A m en d m en t is U n ique . N o o th er state  has p laced m agaz ine  p rom otions into 

a n tifra u d  te lem ark e tin g  legislation.

7- Federal R eg u la tio n s . T elem arketing  sales of period icals a re  reg u la ted
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satisfactorily  by the F edera l T rade  C om m ission, 16 CFR P a rt 310.

S. Effect of A m en d m en t. M any p rom otions of this k in d  are inbound  calls to the 

seller. The cu sto m er re sp o n d s  to an ad  and in itiates a call to req u est the p ro d u c t an d  

accept th e  free  trial offer. O u tb o u n d  calls (seller in itia ted) are subject to the federal Do N o t 

Call list, n o w  at 57 m illion  a n d  rising. The effect w o u ld  be to stop  transactions in  A laska. 

The sellers canno t a d a p t a n a tio n w id e  p ro m o tio n  an d  advertising  cam paign  to the 

req u irem en ts  of one s ta te  w h ich  rep resen ts  one q u a rte r of one percen t of the  n a tionw ide  

m arket.

9. HB 339 and  the  Goal of the  D ep artm en t of L aw . The D ep artm en t of Law  does no t 

like free trial offers. A n o th er bill is FIB 339 w hich  is n o w  in  F louse Jud iciary . The 

association  h as  been neg o tia tin g  w ith  the  D ep artm en t of Law  for a m o n th  w ith o u t any  

success. A copy of objections to FIB 339 is a ttached . It is ev id en t th a t the in ten t here  is to 

s to p  these p ro m o tio n s  in  A laska. T here is no reason  to do  so. There is no reason  to p u t 

u p  a firew all p rev en tin g  A laska co n su m ers  the sam e access to these p ro d u c ts  as the  rest 

of the country .

10. S u m m ary . The am en d m en t

a. Lacks ra tionale

b. W ould  d am age  legitim ate  businesses

c. W ould in terfere  w ith  consum er choice.

The am en d m en t sh o u ld  be stricken.

F:\Docs\1U 022-l\Slalenient - 03220J.doc
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SUPPLEMENTAL STATEMENT

R obert B. Flint 
R epresen ting  D irect M ark e te rs /P u b lish e rs  

Before Plouse Judiciary C om m ittee  
HB 339

M arch 18, 2004

The fo llow ing ad d resses som e of the po in ts ra ised  at the  h earin g  reg a rd in g  
regu la tion  of free trial an d  "opt ou t m arketing" p lans ("Trial Plan").

1. Effectiveness of R ight to C ancel. A key fea tu re  of Trial P lans is the r ig h t to cancel 
a fter the custom er agrees to the Trial Plan. In actual practice, th is rig h t is rou tine ly  and  
effectively exercised by consum ers. For one book m arke ter, 48% of the  Trial Plans are 
canceled by the consum er. Tw o o th er m arketers state  that the ir cancellations ru n  a little 
over 50%.

2. C o nsum er Pro tection  at Initial C ontract S tage. To su p p lem en t existing Federal 
T rade  C om m ission  regu la tions an d  certain  state  sta tu tes  such  as the U n w an ted  
M erchand ise  Act, D irect M arketers p ropose th a t F1B 339 p ro tec t the consum er a t the 
con trac t stage  show ing  that:

a. Seller has m ade req u ired  d isclosures to custom er;
b. C u sto m er lias given express agreem ent.

A very  significant overall add itional p ro tection  fo r o u tb o u n d  (seller) te lem arketing  
is the Federal Do N ot Call List, now  at 57,000,000.

3. O b jection . The m ajor stum bling  block on the HB 339 p roposa l is the ad d ed  
ob ligations an d  inflexibility p laced  on d irect m arketers  after the con tract is m ade. The 
A tto rn ey  G eneral's  and  R epresen tative  G ara 's changes do  n o t conform  to actual 
n a tio n w id e  business practices.

4. P rob lem  w ith  Special A laska C o n d itio n s . A laska is a very  sm all m arket. Its 
p o p u la tio n  is ab o u t one q u a rte r  of one percent of the U nited  States. A laska canno t d rive  
the  na tiona l m ark e tin g  s tan d a rd s  the sam e w ay as a ” ery  large s ta te  can. D irect m arke ting  
is a business w here, of course, cost is very  im p o rtan t to both  seller and  consum er. Special 
con d itio n s  fo r a tiny seg m en t of the national m arke t will raise costs at least for A laska 
consum ers a n d  could  cause som e sellers to m ake offers invalid  in A laska. I do  no t 
u n d e rs tan d  th a t HB 339 is in ten d ed  to restric t A laska access to d irec t m arke ting , b u t th a t 
re su lt is very  possib le fo r som e sellers.



5. Seller A buses and  C u sto m er P rob lem s. T here is no  law  w hich can p rev en t 
crooks from  try in g  to d e fra u d  custom ers o r a leg itim ate business from  m aking  s tu p id  
m istak es  like the te lep h o n e  com pany  d id  last year. The te lephone com pany 's unsolicited  
b illing , h ow ever, w as s to p p ed  u n d e r existing law  and  there  shou ld  be adequate  tools to 
p re v e n t frau d . HB 339 can help , bu t legitim ate p ractices carry in g  sign ifican t consum er 
benefits sh o u ld  n o t be ad v erse ly  im pacted . The cure shou ld  no t be w orse  than  the 
d isease. S im ilarly , a lth o u g h  v irtu a lly  every  consum er know s exactly how  to cancel the  
ob ligation , th e re  w ill a lw ays be som e w ho  m isu n d erstan d  or forget. N o business, 
especially  a n a tio n w id e  one, can be held to a 100% no p rob lem  stan d ard . Indeed  a t som e 
p o in t it has to  be said  th a t  a consum er has obligations too, especially  after the  strict 
sa feg u a rd s  p ro v id e d  at th e  con tract stage.

6. Extent of P ro b lem . W hat has been presen ted  to date  has been anecdotal ev idence 
su ch  as the v itam in  sales story . I su b m it th a t one o r tw o anecdotes shou ld  n e t be the basis 
o f sw eep in g  re s tric tio n s  on an  industry . 1 have requested  statistics from  the A tto rney  
G enera l's  office on  the ex ten t of com plain ts reg ard in g  trial periods. A copy of the req u est 
is a ttached . I believe it is im p o rtan t to com pare the ex ten t of such com plain ts an d  w h a t 
k in d  of p ro m o te r o r p ro m otions are invo lved  w ith  the v ast n u m b er of custom ers in the 
n o rm al trial p e rio d  p rom otion  situa tion  w ho  know  an d  exercise th e ir righ ts  in  large 
n um bers.

7. P rom otion  Benefits. Trial p lans are  a ch eap er w ays to buy a p ro d u c t than  the 
norm al s tra ig h t sale. The cancellation  fea tu re  is a second look w hich is w idely  exercised. 
I t seem s o d d  for the D ep artm en t of Law  to say that it does n o t care abou t a s tra ig h t sale 
w h ich  canno t be canceled, b u t is concerned w ith  a sale th a t the custom er can cancel. The 
la tte r is a real ex tra  benefit to consum ers. This type of m ark e tin g  also  m akes p roducts, 
especially  an  ex tensive  varie ty  of books and  periodicals, availab le to people  in ru ra l and  
iso la ted  areas, a fea tu re  im p o rtan t to A laska. We are  no t all close to a Barnes & Noble.

S. S u m m ary . D irect M arketers and  Publishers are reasonab le  and  leg itim ate 
businesses w ith  a long  track record . They w an t to do  business in A laska and do  n o t w an t 
to cheat o r o v erreach  anyone. C ustom ers in A laska, as elsew here, benefit from  the  price 
a n d  availab ility  of th e ir p ro d u c ts . Direct M arketers and  P ub lishers  operate  u n d e r and  
accept g o v e rn m e n t regu la tion , b u t special regu la tions crafted  for a single sm all m ark e t 
can n o t fit a na tional m ark e tin g  situation . We believe the am en d m en ts  w e have p ro p o sed  
reaso n ab ly  m eet the  p rob lem s expressed  w ith o u t en d an g erin g  a legitim ate and, to  the 
custom er, v a luab le  service.
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Hartig  R h o d e s  Ho g e  & Lek isc h
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M arch 15, 2004

O f C o u n s e l  

P e t e r  a . Le k i s c h  

M a r g a r e t  J. R a w i t z  

T o d d  J. T i m m e r m a n s

Reciprocal Relationship 
Gruening & Spitzfaden 

Juneau , A laska

A laska D ep artm en t of Law  
C om m ercial an d  Fair Business Practices 
A ttn: Signe A n d ersen  
1031 W. 4 th  A venue, Suite 200
A nchorage, AI< 99501 via facsimile: 27S-46S3

RE: F a ir B usiness  Practice C o m p la in ts  A g a in st D irec t M ark e tin g  S ellers
O u r File No.: 100224-1

D ear R ecords C ustod ian :

P u rsu a n t to AS 40.25.110, p lease p ro v id e  m e w ith  copies of any statistical 
com pila tions of co n su m er com plain ts to the Office of the A tto rney  G eneral, includ ing  
reso lu tions thereof, re la ting  to  solicitation by d irec t m ark e ters  a n d /o r  pub lishers  for the 
p rom otion  of p ro d u c ts  such  as books, periodicals, CD's, v ideos, etc., by m ail, te lephone, 
new sp ap er o r in te rn e t w h ere  th e  custom er is offered a free trial p e rio d  or a free p ro d u c t as 
an  ind u cem en t to the  sale.

W e u n d e rs tan d  th a t there  is a fee for copying  such  docum ents. If you  w ill notify  us 
of the am o u n t d u e  w hen  sen d in g  the docum ents, w e w ill p ro v id e  p ay m en t u p o n  receipt. 
If you p refer to call m e and  adv ise  m e of the total am o u n t due, w e  can send you a check in 
advance. T hank  you  for y o u r tim ely assistance.

Very tru ly  yours,

HARTIG RHODES HOGE & LEKISCH, P.C.

A nita R. T a rd u g n o
Legal A ssistan t to R obert B. Flint

/ a r t
Enclosure
cc: Ed Sniffen
r.\Docs\l(J022i\Lli to Recoids Custodian - 031501.wpd
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/Phone solicitors most register with state
TH 5 juK t* y  evpit:e
r-i To help foil telephone scam op­
erations that bilk Alaskans o; thou­
sands or dollars each year, people 
and organizations soliciting money 
from the public now must register 
with the state attorney general’s 
office.
<• The new rules are part of a law 
passed this year by I be Legisla­
ture; they went into effect Thurs­
day.

Stale officials say the law cov­
e rs  the selling of goods and ser-_ 
yices over the phone, and compa­
nies that solicit money for charily 
Or sloge fund-raising events for 
charily.

''The law Is not expected to cur­
tail all telephone frauds or misuse, -j 
But Ihis law will make it  much • 
more difficult to carry or. those 
rons in the future," said Rick Gii- 
more of the Alaska Better Busi­

ness Bureau in Anchorage.
In recent years, Gilmore said, 

fraudulent operations have collect­
ed donations by promoting spuri­
ous or non-existent charities. Oth­
ers hoodwinked Alaskans into 
sending money for worthless goods 
or lo qualify for gifts and prizes 
that were never received, he said.

Gilmore estimated Anchorage 
residents lost more than $150,000 in 
1902 alone.

The law states that solicitors 
m ust provide the names of em­
ployees, the location of their oper.-. 
alion and rnusL file a surely bond ! 
with the state. Solicitors must also 
send potential buyers a written

contract with warnings, including 
the right to cancel (heir order arid 
get a full refund.

The contract must be signed by 
the buyer before the deal is consid­
ered official.

Failure to register with the a t­
torney general’s office is a felony.

Catalog firms, religious or non­
profit charities that conduct Iheir 
own solicitations, face-to-face 
sales and certain other regulated 
operations are exempt from the

new law.
Alaska was one of the few slates 

that did not regulate phone solici- ! 
tors, making it a target o f a num- : 
her of scam  operations

People m ay receive brochures .• 
and registration forms from the i 
Better Business Bureau, 2805 Be- i 
ring Street, No. 2, Anchorage, j 
99503; or the Departm ent of Law . 
F air Business Practice Section, • 
1031 W. Fourth Ave., Anchorage, I 
99501. i

I 
!
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I
WALTER J. HICKEL. QOVERHoh

HOTLY 7U

D B P A ftT N S N T  Of? ff,AW

OFFICE OF T H E  A T T O R N E Y  GENERAL 

A p r i l  23, 1593

IWI SV*)>MW!ACUt. fiUn/TW 
,**>£WACc /IU3KX X tB I.itH  
WCNK.- flk»J » M «
«*. flc/i «*ow>r

Cl KKY IU>M m a juu r.
i »  aim*MN by. jtum? -tot 
W m M KX H A tM  WUHoTf 
m ono: noT)
T*X, (K*) 4M-JJI?

O  P.O. OCX K-STATE CAPITOL 
JUHMJ.MMKA  W H f-A IM
m ane  (ton m - x t a
FKC (SOT] AU-&2M

h o n o ra b le  StW Lara  on 
c h a i r ,  HOU«* F inance coMBittee 
A laaka  Houma o f  R e p reaon ta tivea 
Roa* b02, B tatJt C a p ito l 
uOttv«u, A laska  99a01

Rtf i Iftt 113 *- D ir e c t  M a rke tin g 
A s s o c ia t io n  con a ern *

Dear 5 ja p r* ii*n t:n .tiv n  Luraon;

Your e ta f j ;  ha* in q u ire d  mm to  w hether two eena«m e ra ik o d 
Vfj th e  D ire c t . M a rk e tin g  A ew oa ia tion  (DKX) oou-ld b *  p ro p e r ly 
rom ol'ved "through t b *  a do p tio n  o f  r e g u la t io n * .  The f ir e fc  c o n c « m  
d e a la  v i t h  w h e the r S o l ic i ta t io n s  f o r  th e  Bale. o f  v id e o  re c o rd in g s 
c o u ld  b *  and* exempt undor A£ 43 ^63 .o a o ( i p ) . In  o u r  o p in io n , fch*ru 
ij# n o th in g  p ru v e n t in g  the  adop tion  o f  a c i v i l  r e g u la t io n  to  th a t 
t i f f f iO t« The b i l l ,  ft* w r i t t e n ,  oonte luplnteo th e  exem ption  o f  a 
p om on  who J.» p r im a r i ly  a o lic ifc in g  the  * « le  o f  a * . . Bound
to c o r d in g ,  f liu c a  v i r t u a l l y  a l l  v id e o  re c o rd in g *  in c lu d e  a ooujul 
ru e o r'd in g  com ponent, VA b e lie v e  th a t  such a r e g u la t io n  would b« 

w ith  th e  in te n t  o f  th e  b i l l ,  i f  i t  i e  e m o te d  in t o  la v .

U’he »*oond q ue o tio n  dea la  w ith  w h e the r an a g e n t, h ire d 
by avj e^empc d i r e c t  sm rke tin g  company, c o u ld  p ro p e r ly  )xi th e 
fcubjuafc o f  a r e g u la t io n  c la r i f y in g  th a t  th*» a go n t ia- exeapt to  t i t * 
lisuoft cu tten t XU  th e  exempt oompany. w ith  th e  e xc e p tio n  o f 
k& 49.63.Ctf}<S<10) w h ich  d e a l*  w ith  th e  sa le  a t  an i t a a  by th e  peraon 
who aiade i t ,  va  fiirn no reason why a c i v i l  r e g u la t io n  c o u ld  n o t b« 
adopted  n i t r i f y i n g  t h a t  »Uch a g e n t* , under p ro p e r c o n d i t io n * ,  would 
b «  « x * u p t * d  a *  w e l l .



fV'17 H3 '03 EMK-'-W f i t  flTTY R-TNCRfU- P . 2
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Page 2

IX you h e w  a n y  f u r t h o r g u e e t ie n j: , o r i f  OKA ra is e s  any 
o th e r iawuan*, do n o t h e a iia t i* to  a o n ta c t ma.

s in a e re ly  yo u rs ,

CHXttLES E. COLE 
ATTORNEY GENERAL

.............m ,
Ja m o m  F d r b o o
A aaW tan t A t to rn e y  Gene ra l

O r t f ib a v

oa ; C h a r le s R. C o l« , A tto rn e y Genera l
nm oa w. B e te lh o , Deputy A tto rn e y General 
V i» h a * & h  3*hr, Aaaiatant Attorney General
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March 25, 2004

The Honorable Con Bunde, Chair 
Senate Labor and Commerce Committee 
Alaska Capitol. Room 506 
Juneau. AK 99801-1182

RE: HB 15 (FateJ-̂ -Support

Dear Chair Bunde:

On behalf of the AARP members in Alaska, we encourage you and your 
colleagues on the Senate Labor and Commerce Committee to support HB 15, 
authored by Representative Bud Fate and co-sponsored by Representatives Gara, 
Chenault, Crawford, Kerttula, Croft, Seaton, Hawker, Wilson, Foster, Kookesh, 
Guttenberg, and Gmenberg.

Well over half the number of people targeted by telemarketers each 
day are age 50 and over -  and many of them are your own 
constituents.

A AR P ’s perspective:

Recently the Federal Tenth Circuit Court ruled in favor of upholding the 
constitutionality of the National Do Not Call Registry. AARP filed an amicus brief to 
support the recently enacted federal legislation.

This court ruling affirms the long campaign AARP waged in Congress to put 
control of the telephone back where it belongs—with the consumer.

AARP’s survey of older telemarketing fraud victims revealed they find it almost 
impossible to tell the difference between fraudulent and legitimate sales calls, 
underscoring the importance of allowing the consumer to stop calls in the first place.

3601 C Street, Suite 1420 I Anchorage, AK 99503 1907-341-2277 1907-341-2270 fax 11-877-434-7598 TTY 
James G. Parkel, President | William D. Novell!, Executive Director and CEO | www.aarp.org

http://www.aarp.org
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Even though baby boomers have been called the most sawy and Informed 
consumers of any generation of Americans, many of them, like their parents and their 
children, have been victims of an unrelenting deluge of unwanted telemarketing sales 
calls.

The FTC does not regulate intrastate calls. The FTC Chair has explained that it 
is very hard to predict how many calls the new federal registry will prevent, as 
telemarketers may establish in-state call centers to avoid the federal law. Therefore, 
state law is crucial to cover any Alaska-originated calls.

The FTC has no jurisdiction over common carriers (such as long-distance 
companies or airlines), banks, credit unions, or insurance companies. There is no 
limitation on the states to regulate these calls and state law is needed to address the 
exemptions to the FTC rule.

In addition, telephone calls soliciting money for charitable institutions or political ' 
organizations are not covered by the Telemarketing Sales Rule. Alaska has the ■

■ : authority to regulate these types of solicitations should the Legislature decide to 
include them; ’ 1 '•

Realistically, it may be difficult to have comprehensive federal enforcement of a 1. 
national Do Not Call law covering millions of people, given the relatively smalt size of ■ 
the FTC’s staff devoted to this issue and the resources available to fight abuse of 
consumers. Alaska is in a much better position to detect, deter, and prosecute Do 
Not Call violations. AARP believes a state law that is enforceable in state court is 
essential to give the law some needed teeth. Without a state statue, some 
telemarketers may not have a strong incentive to carefully monitor, update, and follow 
Do Not Call lists.

It should be much more cost-effective for Alaska to enact a Do Not Call law in 
2004 since we will not have to bear the expense of collecting, updating, and 
disseminating the Do Not Call list. The FTC will allow consumers to register free-of- 
charge and will use a sliding scale to charge telemarketers for access to the list.

Other states have already taken step to make sure that their constituents can 
have dinner in peace. Alaska's citizens deserve no less.

AARP recommends an "AYE'* vote on HB 15.



Should you have any questions about our position, please feel free to contact 
Patrick Luby (907.762.3314), AARP Legislative Representative; or me Marie 
Darlin (907.586.3637), Coordinator of the AARP Capital City Task Force; 
(907.245.5259).

Thank you for your consideration.

Sincerely,

Marguerite Stetson 
AARP Alaska
Executive Council Member for Advocacy 
3009 Northwood Street 
Anchorage, AK 99517-1871 
907.245.5259 voice 
907.245.5279 fax 
ffmas@aurora.uaf.edu

cc: Representative Bud Fate 
Vice^Chair Ralph Seekins 
Senator Gary Stevens 
Senator Bettye Davis 
Senator Hollis French 
Marie Darlin 
Patrick Luby

-.‘ -I

mailto:ffmas@aurora.uaf.edu


Representative 
HUGH “BUD” FATE 

Finance Committee 
Energy Council- Executive 

Committee 
119 N. Cushman St. Suite 213 

Fairbanks, Alaska 99701 
(907) 452-6084 

F a x :(907)452-6096

Sponsor Statement 
CS for HB 15

“An Act relating to fair trade practices and consumer protection; relating to telephonic 
solicitations; relating to charitable solicitations; and providing for an effective date.”

Committee Substitute for House Bill 15 is a combined effort of the Department of Law and our 
office to assure a quieter dinner hour for Alaskans. When IiB 15 was introduced the intent was 
to bring responsibility to the telemarketing industry, and give Alaskans an opportunity to sign up 
for a no-call list. While working on the bill, Congress was working on similar language for the 
nation. H.R. 395 was passed into law, regulations have been promulgated and the National No- 
Call list is in effect.

The CS version of HB 15 is language that will complete the process for Alaska. It supplements 
the federal law by making specific, some of the language geared for a nation, rather than a state. 
Further, it establishes specific guidelines for telemarketers operating in state. Those guidelines 
include a registration fees, how telemarketers are expected to identify themselves, financial 
reports, and allows the Department of Law to establish penalties for non-compliance.

CS for HB 15 will accomplish what the original version sought to do, without the need for 
Alaskans to sign up again in state. It sends a clear message to telemarketers that these people do 
not wish to be called, and that there are consequences for non-compliance. It strengthens 
statutory language and assures Alaskans that we agree the phone should only ring during the 
dinner hours when it is someone we want to talk too.

gfetffea J§>fate legislature While in Session 
State Capitol, Room 501 

Juneau, Alaska 99S01-1182 
(907) 465-4976 
Fax: 465-3883 

Toll Free: 1 866-465-4976 
e-mail:

Rep_Hugh_Fate@legis.stale.ak.us 
House District 7

Sponsor Statement

mailto:Rep_Hugh_Fate@legis.stale.ak.us


Representative g t l a s k a  H > t a t e  l e g i s l a t u r e While in Session
HUGH “BUD” FATE State Capitol, Room 501
Finance Committee Juneau, Alaska 99801-1182

Energy Council- Executive 
Committee

(907) 465-4976 
Fax: 465-3883

119 N. Cushman St. Suite 213 H E S m Toll Free: 1 866-465-4976
Fairbanks, Alaska 99701 e-mail:

(907) 452-6084 Rep_Hugh_Fate@legis.state.ak.us
Fax: (907) 452-6096
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Sectional Analysis

House District 7

CS for HB 15
“An Act relating to fair trade practices and consumer protection; relating to telephonic 
solicitations; relating to charitable solicitations; and providing for an effective date.”

Section 1

Changes telephonic to telephonic means. This change is throughout the bill and expands the 
language to include other forms of communication using telephone lines.

Section 2

Identifies the existence of a national do not call registry and that Alaskans on that list are not to 
be called.

Section 3

References to Section 2 and allows for a good faith error on the pail of the solicitor.

Section 4

The no-call policy is expanded to all telephone numbers that are registered. Also referenced is a 
release from liability for the caller if the call was unintended and did not represent a reckless 
disregard.

Section 5

Establishes a notification policy for local phone companies to pass along to their customers. The 
notice will be in the annual phone directory and as an insert in the phone book each quarter.

Section 6

Defines customer to include more than residential

Sectional Analysis

mailto:Rep_Hugh_Fate@legis.state.ak.us
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Section 7

Defines telephone solicitation and cites exemptions and specifics for previous contacts, charities, 
businesses, polls and political ideas.

Section 8

Defines National do not call ;egistry 

Section 9

Defines goods and services and includes solicitations by credit organizations offering financing 
arraignments

Section 10

A telephone seller may not operate in the state without registering 30 days in advance with the 
Department of Law

Section 11

Further requires a telephone seller not to operate in the state without receiving acknowledgement 
from the department that they have registered.

(b) To register under (a) of this section, a person shall file with the department (emphasis 
added)

Section 12

Establishes a format for the notice of intent, which must be filed, and that, at the department’s 
discretion that intent may have to be submitted under oath or affirmation. It requires the 
telephone seller to detail the campaign and whether the seller has or is involved in criminal, 
administrative, or civil action.

Section 13

Allows the Department to establish fees for registration.

Section 14

Requires that a written, signed contract must be received by the telephone seller, from the buyer 
before any charges c in be assessed the buyer. The telephone seller must notify the buyer of their 
rights.
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Section 15

Refund and replacement language if the product is not as promised, provided that the buyer 
returns the product and asks within seven days of receipt.

Section 16

Telephone sales become final seven days after receipt of the product and exceptions.

Section 17

Telephone sales for a service becomes final seven days after delivery and exceptions.

Section 18

Telephone sellers may not represent themselves as licensed in Alaska if they are not nor may 
they claim that license as an endorsement by the state or municipality.

Section 19

Requires telemarketers to identify themselves when calling, forces them to hang up if the person 
indicates they are not interested in the goods or service, and prevents them from harassing a 
person.

Section 20

Prevents a telephone seller from requesting a waiver from the buyer of the buyer’s rights. 

Section 21

Lists the exemptions in current statute and makes a technical correction. The list of exemptions, 
only apply to the registration requirements. All other applications of the no=ca)l list must be 
adhered too. Penalties will also apply for non-compliance.

Section 22

Defines buyer

Section 23

Defines telephone seller
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Section 24

Adds telephonic means to existing language and details what must be included as part of the 
registration or re registration forms.

Section 25

Adds telephonic means to existing language which defines reasons for the department not to 
issue a or to suspend a license.

Section 26

Adds telephonic means to existing language in another section of statute 

Section 27

Allows the department to use either a form or a format for registration 

Section 28

The Department may require additional information of the telephone seller than is on the 
registration or renewal form and may require oath or affirmation.

Section 29

Allows the Department to establish registration fees for the permit which must be filed with the 
registration forms. .

Section 30

Establishes reporting requirements for each solicitation campaign including financial 
information.

Section 31

Makes all reports in reference to telemarketers public information 

Section 32

Defines solicitation campaign as contacting two or more people
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Section 33 & 34
Emphasis added language is repealed 

Sec. 45,63.100. Definitions.

(6) "telephonic seller" means a person who is required to be registered under AS 45.63.010

Sec. 45.50.475. Unlawful, unwanted telephone advertisements and solicitations.

(a) A person is in violation of AS 45.50.471 (b)(41) if the person

(1) engages in the telephone solicitation of a residential telephone customer of a 
telecommunications company and the customer is identified in the telephone directory as 
not wishing to receive telephone solicitations; or

(c) A local exchange telecommunications company shall, upon request, provide to a person 
who engages in telephone solicitation a list of all telephone numbers identified in the 
telephone directory as residential customers who do not wish to receive telephone 
solicitations. If possible and if requested by the person who engages in telephone 
solicitations, this list shall be provided in computer readable format. The local exchange 
telephone company may impose a reasonable charge for the list. The charge shall be based 
on the cost of providing the list and is subject to the approval of the Regulatory 
Commission of Alaska, (emphasis added)

Section 35

Effective dates for various Sections of the Bill 

Section 36

Allows the department to begin the regulation process to take effect when the statute becomes 
law.

Section 37-39

Effective dates for various Sections of the Bill
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R ev is io n  D ate/Time (Note if correction): 
Title Telemarketers No-Call Lists

Fiscal Note Number:

Bill Version:
(H) Publish Date:

Dept. Affected: 
'B R U

1

C S H B  15(L&C)
2/10/03

D C E D

Sponsor
Requester

Representative Fate

Banking. Securities & Corp. (115) 
Component Banking. Securities & Corp.______

House Labor & Commerce

E x p en d itu re s /R ev en u es

Component Mo. 

(T h o u san d s o f D ollars)

1233

Note: Amounts do not include inflation unless otherwise noted below.
O PER A TIN G  EX PEN D ITU R ES FY  2004 FY 2005 FY  2006 F Y  2007 FY  2008 F Y  2009

Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

T O T A L  O PER ATIN G 0.0 0.0 0.0 0.0 0.0 0.0

CA P IT A L  EX PEN D ITU RES

oC H A N G E  IN R E V E N U E S  (

1002 Federal Receipts
1003 G F  Match
1004 G F
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

1

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any current year (FY2003) cost: 0.0
Mark th is box (X) if funding for th is bill is included  in the G overnor’s  F Y  2004 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

AN A LYSIS : (Attach a separate page if necessary)

T h is  leg islation d o e s  not affect the operations o f this departm ent.

Prepared by: Mark Davis, Director________________________________________  Phone 907-269-8452
Division Banking, Securities & Corporations_____________________________ Date/Time 1/28/03 5:31 PM

Approved by: Edgar Blatchford, Commissioner_____________________________  Date 1/28/2003_______
Agency Department of Community & Econom ic Development___________

(Revised  9/2002 O M B ) Page 1 of 1



FISCAL NOTE
STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):________________
Title "An Act establishing the Alaska No-Call List,

Dept. Affected:
'BRU

Fiscal Note Number;
Bill Version:
(H) Publish Date:

CSHB 15(L&C)
2/10/03

Law
Civil Division

a data base of residential telephone customers .. Component Fair Business Practices
Sponsor
Requester

Representative Fate
House Labor & Commerce

E x p en d i tu re s /R ev en u es

Component No. 

(Thousands of Dollars)

2206

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 20c J
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

103.4 103.4 103.4 103.4 103.4 103.4
0.4 0.4 0.4 0.4 0.4 0.4

16.5 14.5 14.5 14.5 14.5 14.5
1.9 1.9 1.9 1.9 1.9 1.9

13.0

TOTAL OPERATING 135.2 120.2 120.2 120.2 120.2 120.2

CAPITAL EXPENDITURES

ICHANGEIN REVENUES ( ) T

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

135.2 120.2 120.2 120.2 120.2 120.2

TOTAL 135.2 120.2 120.2 120.2 120.2 120.2

Estimate of any current year (FY2003) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor’s FY 2004 budget proposal: 

P O S I T I O N S __________________ ___________________________
Full-time
Part-time 2 2 2 2 2
Temporary

ANALYSIS: (Attach a s.eparale papa if necessary)
HB 15 requires the attorney general to contract with an designated agent to establish and maintain a centralized data 
base of telephone subscribers who do not want to receive telephonic solicitations. Telephonic solicitors and 
organizations who are otherwise exempt from telephonic solicitation registration requirements, but who intend to 
conduct a solicitation, must purchase the data base. Fees charged to buy the "Alaska No-Call" data base must cover 
the direct and indirect costs of creating, updating, and maintaining the data base. Fees will be based on a sliding scale 
from zero, for solicitors with fewer than five employees and non-profit organizations, to u maximum of $500, for 
solicitors with more than 1,000 employees. In addition to the data base, the designated agent is to be charged with 
maintaining an automated complaint system for residential subscribers to report suspected violations to the appropriate 
enforcement agency, which is the Department of Law, via the Internet or 800 number.

Prepared by: Joan M. Kasson______________________________________  Phone (907) 465-5370
Division Attorney General's Office_______________________________  Date/Time 2/5/03 3:27 PM
Approved by: Kathryn Daughhetee for Gregg D. Renkes, Attorney General Dale 2/5/2003______
Agency Department of Law____________________________________

(Rnvisod 9/2002 O M B ) Page 1 of 3



FISCAL NOTE #2

ANALYSIS CONTINUATION

The Colorado Public Utilities Commission was recently charged with implementing the Colorado No-Call Law, on which 
Alaska's HB 15 is modeled. The Colorado Attorney General's Office handles enforcement under that law. We have 
spoken with both of these agencies, and used their experience to develop this fiscal note, making adjustments for the 
smaller number of residential telephone subscribers in Alaska, as compared to Colorado.

COSTS TO THE STATE:
During the first year, the costs to the Department of Law will involve implementing the Alaska No-Call data base.
Legal services will be necessary to develop and implement regulations, including holding public hearings on the draft 
regulations. Next, the procurement process to hire the designated agent will take place. Once a designated agent is 
under contract, considerable time will be required to oversee the web site content development including what 
consumer information should be available, and what information should be available to registering telemarketers. The 
development of the automated complaint system is expected to require significant amounts of time to ensure the 
department will receive all necessary information related to the complaints electronically, in a timely manner. Colorado 
estimated this phase of the project required as much as one-third of each of three full-time employees for five to six 
months (one full-time equivalent), and approximately 400 hours of attorney time and 100 hours of paraprofessional 
time. While hopefully, Alaska can piggyback on Colorado’s experience, considerable time will still be required to fit our 
own circumstances.

We estimate the services of one-half of a full time attorney position and one-half of a full time paraprofessional position 
will be required for this implementation stage. In addition, we anticipate $2,000 will be needed for direct case costs 
associated with holding public hearings on the draft regulations. As there will be no fee revenue available to pay for 
these start-up costs, and the Department of Law cannot absorb this activity within its existing budget, these costs 
would need to be paid for with general funds.

Once the data base is up and running, a certain amount of attorney and paraprofessional time will be necessary to 
manage the program, This activity would include reviewing telephone solicitor registrations, supervising the web site, 
and regular contact with the designated agent. The Colorado PUC told us this regular contact took about four hours 
per week for them. We are assuming the impact of this in Alaska will be much smaller, both because some of their 
contact was due to problems with their web site and 800 number we hope to avoid using their example, and because 
Alaska has a much smaller population. We anticipate this regular contact will require no more than one-hour of 
paraprofessional time per week. In addition, the department estimates the annual readjustment of fees will require 10 
hours of attorney time and 10 hours of paraprofessional time, with an additional 10 hours of attorney time needed to 
assist in preparation of the semi-annual report to the legislature.

As pointed out in the introduction, the bill also requires the designated agent set up and maintain an automated 
complaint system that would "... report violations to the appropriate state enforcement agency for enforcement 
action." The Department of Law would be responsible for these enforcement actions. The Colorado Attorney 
General's Office estimates they use the services of one-half of an attorney and one full-time paraprofessional for 
enforcement. We estimate the services of a half-time attorney position and a half-,:me paraprofessional position would 
be sufficient to handle all on-going maintenance and enforcement activities.

HB 15 requires that fees cover the cost of creating and maintaining the Alaska No-Call List. It is unclear whether 
enforcement actions would be considered creating or maintaining the data base, and we do not know if fees will be 
sufficient to cover any of the state's cost if that is the legislature's intent. (See subsequent discussion.) Accordingly, 
we have included all Department of Law anticipated costs as general funds starting in FY 2005 for the purposes of 
further discussion with the legislature.

STATE OF ALASKA BILL NO. CSHB 15(L&C)
2003 LEGISLATIVE SESSION
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FISCAL NOTE U2

ANALYSIS CONTINUATION

STATE OF ALASKA BILL NO. CSHB 15(L&C)
2003 LEGISLATIVE SESSION

EXTERNAL COSTS AND REVENUES:
Under this bill, telemarketers purchase the data base from the designated agent, who receives the fees. Fees are 
designed to cover the costs of developing and maintaining the data base, so are adjusted annually. In Colorado, the 
contract with the designated agent requires that, in a given year, surplus revenues collected by the agent be placed in 
escrow, to be applied against future No-Call List contracts. Surplus revenues are those over the amount of the 
contract between the Stale of Colorado and the designated agent; costs to the state have not been charged against 
fees to date, although the Colorado AG has asked the legislature for authority to receive $15.0 in FY 2002, 555.0 in 
FY2003, and $50.0 in FY 2004 from fee revenue to offset part of their costs.

When the State of Colorado started the Colorado No-Call List, the number of potential telemarketers who might 
purchase the list was unknown. Only 40 telemarketers were registered with the Colorado Attorney General's Office. 
When Colorado’s system was implemented, the rates were set as follows: 0-5 employees, $0; 6-10 employees, $100; 
11-50 employees, $200; 51-100 employees, $300; 101-250 employees, $350; 251-400 employees, $400; 401-1000 
employees, $450; 1001+ employees, $500. The list proved wildly successful.

As of November 30, 2002, there were 2,103 telemarketers registered under Colorado's No-Call program. Fees from 
501, or 24 percent, of those telemarketers generated $156,750 in revenue. The Colorado Public Utilities Commission, 
who administers the No-Call List, have lowered the fees in FY 2003 due to revenues collected in FY 2002 being more 
than the contracted price for the period of the contract. Fees were lowered from 50 to 75 percent.

Colorado has approximately 2 million residential telephone subscribers, of which more than 1,000,000 have signed up 
for the No-Call List as of December 31, 2002. Alaska has approximately 275,000 residential subscribers, or 14 
percent of Colorado's. If Alaska's subscribers follow Colorado's example, we could expect about 137,500 subscribers 
to sign up to be on the No-Call List.

Alaska has less than ten registered telemarketers, and 40 paid solicitors who would have to register under this bill.
We have no idea how many other organizations there are who are exempt from registration, but who would need to 
purchase the No-Call List. We would expect that most, if not all, of these organizations have less than 1,000 
employees. If we assume there are 50 exempt organizations, there may be 100 entities in total who would purchase 
the data base. Assuming an average fee of $350, $35,000 per year in revenue might be generated. However, if the 
Colorado experience is repeated in Alaska and only 24 percent of these 100 entities are paying all the fees, even if all 
24 percent paid the maximum, tota. annual revenues would only be $12,000.

We do not know how much it would cost to hire the designated agent in Alaska. Colorado entered into a contract with 
their designated agent on December 18, 2001. The web site and toll free number were required to be operational July 
1, 2002, but came on line May 8, 2002. The Colorado PUC entered a three-year contract with their designated agent 
totaling $126,500, and the Colorado Attorney General paid an additional $10,500 for the development and 
administration of their complaint reporting system. As of September 30, 2002, the agent showed $176,849 in 
expenses. Unexpected first year costs for the toll free voice recognition system and unanticipated legal fees for the 
vendor resulted in an amendment to the PUC's contract for $63,990. (The vendor was named in a federal lawsuit 
seeking to overturn the No-Call List law.) The contract amendment brings the 3-year total projected cost to $173,990, 
with much of the expenditure occuring in the first year.

We would expect that at least some of these start-up costs could be avoided in Alaska by using Colorado’s experience 
as much as possible. In addition, we would not have the volume of toll free calls Colorado's toll free voice recognition 
system received in the early days because we don't have that many telephone subscribers. (Colorado's designated 
agent had to expand their number of toll free lines from eight to 24 in the first month of operation to handle the volume 
of calls coming in from consumers wanting to get on the No-Call List. Th">y had an estimated $45,000 phone bill in 
that first month from those lines.)

Page 3 of 3



FISCAL NOTE
STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):________________
Title "An Act establishing the Alaska No-Call List,

Dept. Affected:
'BRU

Fiscal Note Number:

Bill Version:
(H) Publish Date:

CSHB 15 (STA)
3/26/03

Law
Civil Division

a data base of residential telephone customers , Component Fair Business Practices
Sponsor
Requester

Representative Fate
House State Affairs Committee

E x p en d itu re s /R ev en u es

Component No, 

(Thousands of Dollars)

2206

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 83.3 83.3 83.3 83.3 83.3 83.3
Travel 0.3 0.3 0.3 0.3 0.3 0.3
Contractual 11.7 11.7 11.7 11.7 11.7 11.7
Supplies 1.5 1.5 1.5 1.5 1.5 1.5
Equipment 6.5
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 103.3 96.8 96.8 96.8 96.8 96.8

CAPITAL EXPENDITURES I I i

ICHANGE IN REVENUES ( ) 1 |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 103.3
1005 GF/Program Receipts
1037 GF/Mental Health
1108 Statutory Designated Prog Rcpts 96.8 96.8 96.8 96.8 96.8

TOTAL 103.3 96.8 96.8 96.0 96.8 96.8

Estimate of any current year (FY2003) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: 

POSITIONS _______________________________
Full-time 1 1 1 1 1 1
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
CSHB 15 (STA) requires the attorney general to contract with an designated agent to establi. and maintain a 
centralized data base of telephone subscribers who do not want to receive telephonic solicitations. Telephonic 
solicitors and organizations who are otherwise exempt from telephonic solicitation registration requirements, but who 
intend to conduct a solicitation, must purchase the data base. Fee1? charged to buy the "Alaska No-Call" data base 
must cover the direct and indirect costs of creating, updating, and maintaining the data base, and reimbursement to 
the attorney general for relevant expenditures. In addition to the data base, the designated agent is to be charged with 
maintaining an automated complaint system for residential subscribers to report suspected violations to the appropriate 
enforcement agency, which is the Department of Law, via the Internet or 800 number.

Prepared by: Joan M. Kasson___________________________________________Phone (907) 465-5370
Division Attorney General's Office_______________________________  Date/Time 3/24/03 3:09 PM
Approved by: Joan M. Kasson for Gregg D. Renkes, Attorney General_______  Date 3/24/2003_____
Agency Department of Law____________________________________

(Revised  9/2002 O M B ) Page 1 of 3



FISCAL NOTE #3

ANALYSIS CONTINUATION

The Colorado Public Utilities Commission was recently charged with implementing the Colorado No-Call Law, on which 
this bill is modeled. The Colorado Attorney General's Office handles enforcement under that law. We have spoken 
with both of these agencies, as well as a number of other states administering No-Call laws, and used their 
experiences to develop this fiscal note.

COSTS TO THE STATE:
During the first year, the costs to the Department of Law will involve implementing the Alaska No-Call data base.
Legal services will be necessary to develop and implement regulations. Next, the procurement process to hire the 
designated agent will take place. Once a designated agent is under contract, considerable time will be required to 
oversee the web site content development including what consumer information should be available, and what 
information should be available to registering telemarketers. The development of the automated complaint system is 
expected to require significant amounts of time to ensure the department will receive all necessary information related 
to the complaints electronically, in a timely manner. Colorado estimated this phase of the project required as much as 
one-third of each of three full-time employees for five to six months (one full-time equivalent), and approximately 400 
hours of attorney time and 100 hours of paraprofessional time. Given the number of states with this type of program 
that we should be able to piggyback on, we would expect our costs to be less.

Once the data base is up and running, a certain amount of attorney and paraprofessional time will be necessary to 
manage the program. This activity would include reviewing telephone solicitor registrations, supervising the web site, 
and regular contact with the designated agent. The Colorado PUC told us this regular contact took about four hours 
per week for them. We are assuming the impact of this in Alaska will be much smaller, both becaure some of their 
contact was due to problems with their web site and 800 number we hope to avoid using their example, and because 
Alaska has a much smaller population. We anticipate this regular contact will require no more than one-hour of 
paraprofessional time per week. In addition, the department estimates the annual readjustment of fees and reporting 
to the legislature will require 10 hours of attorney time and |0 hours of paraprofessional time.

As pointed out in the introduction, the bill also requires the designated agent set up and maintain an automated 
complaint system that would ",.. report violations to the appropriate state enforcement agency for enforcement 
action." The Department of Law would be responsible for these enforcement actions. The Colorado Attorney 
General’s Office estimates they use the services of one-half of an attorney and one full-time paraprofessional for 
enforcement. Idaho, which maintains its database in house, estimates they use the services of 1.5 non-enforcement 
staff to take complaints and maintain the data base, and three attorneys to investigate complaints and provide 
enforcement. Other states using vendor maintained databases that we surveyed estimated anywhere from 1.5 to 15, 
with most estimating two to four staff positions.

After talking to these other states, we estimate the services of a full-time paraprofessional position would be sufficient 
to handle the program implementation and all on-going maintenance and enforcement activities. While some attorney 
time will be expended, as a practical matter we anticipate this will be offset as the paraprofessional takes on some 
paraprofessional-level duties that attorneys are now doing themselves at the higher hourly rate due to stafi.ng 
constraints.

CSHB 15 (STA) requires that fees co 'er the cost of creating and maintaining the Alaska No-Call database and 
complaint system, and relevant expenditures of the Department of Law. Under this bill, telemarketers purchase the 
data base from the designated agent, who receives the fees. Fees are designed to cover the costs of developing and 
maintaining the data base and relevant expenditures of the attorney general, so are adjusted annually.

STATE OF ALASKA BILL NO. CSHB 15(STA)
2003 LEGISLATIVE SESSION
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FISCAL NOTE #3

ANALYSIS CONTINUATION

STATE OF ALASKA BILL NO. CSHB 15(STA)
2003 LEGISLATIVE SESSION

Alaska has less than ten registered telemarketers, and 40 paid solicitors who would have to register under this bill.
We have no idea how many other organizations there are who are exempt from registration, but who would need to 
purchase the No-Call List. If we assume there are 50 exempt organizations, there may be 00 entities in total who 
would purchase the data base.

Discussions with other states indicate the amount of revenue generated from sale of the No-Call List is linked to 
enforcement. If the state actively enforces their No-Call law with hefty fines, telemarketers who wish to do business in 
that state have an incentive to purchase the list. We would expect this same effect in Alaska, but have no way of 
projecting an amount without some experience. Idaho is the only state we talked to that is near our size with a self- 
supporting program, but they also charge subscribers to sign up and most of their revenue derives from that source. 
Louisiana has a self-supporting program using a vendor, but the revenue used to support their program comes from 
noncompliance fines.

We do not know how much it would cost to hire the designated agent in Alaska. Colorado anticipates paying their 
designated agent $174,000 over a three-year period. This amount includes unexpected first year costs for the toll free 
voice recognition sysnm and unanticipated legal fees for the vendor. (The vendor was named in a federal lawsuit 
seeking to overturn the No-Call List law.) Louisiana reported spending $50,000 for their contract with a vendor.

We would expect that at least some of Colorado's start-up costs could be avoided in Alaska by using their experience 
as much as possible, and by virtue of our smaller size. For example, we would not have the unexpected and 
expensive volume of toll free calls Colorado’s toll free voice recognition system received in the early days because we 
don't have that many telephone subscribers. Although Connecticut too warned us to expect an initial surge of 
subscribers wanting to sign up all at once, the number presumably would be smaller.

In the first year, until the data base is up and running and available for purchase, there will be no fees. Once the data 
base is available for purchase, presumably the initial fees would be needed to pay the designated agent. Accordingly, 
the department's FY2004 costs are included as general funds. This fiscal note assumes the revenues will be available 
in the second and subsequent years to pay for the entire program. Whether this assumption proves correct will 
depend on variables the effect of which are difficult to predict at present. For example, we are unsure of how many 
telemarketers will purchase the Alaska list and how much the total costs of maintaining the data base and enforcing 
the program will be. If we assume 100 telemarketers would want to purchase the Alaska list, and the total costs of 
maintaining the data base and enforcement of its use prove to be as much as $150,000 per year, annual fees could be 
as high as $1,500. Right now we are aware of no state that charges more than $1,100, and most are in the $400 to 
$500 range. In addition, states around the country are concerned about what effect the advent of a federal No-Call list 
reported to be implemented this year will have on state No-Call List revenues.

Page 3 of 3



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Telemarketers No-Call Lists

Fiscal Note Number:

Bill Version:
(H) Publish Date:

Dept. Affected: 
RDU

CSHB 15(FIN)
2/24/04

DCED

Sponsor
Requester

Banking, Securities & Corp. (115) 
Component Banking, Securities & Coip._____

Representatives Fate, et al
House Finance

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

1233

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES [

CHANGE IN REVENUES ( ) I I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This legislation does not affect the operations of this department.

Prepared by: 
Division
Approved by: 
Agency

Mark Davis, Director
Banking, Securities & Corporations

Phone (907) 465-2521 
Date/Time 2/13/04 2:04 PM

Edgar Blatchford, Commissioner Date 2/13/2004
Department of Community & Economic Development

(Revised  9/2003 O M B ) Page 1 of 1___



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):_______________
Title "An Act relating to fair trade practies and consumer
protection, to telephone solicitations, to charitable solicitations..."
Sponsor Representative Fate_____________________
Requester House Finance Committee________________

Fisca l Note Number:

Bill Version:
(H) Publish Date-

Dept. Affected: 
'RDU

CSHB 15(FIN)
2/24/04

LAW
CIVIL

Component Commercial & Fair Business

E x p e n d i t u r e s / R e v e n u e s

Component No. 

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I

ICHANGE IN REVENUES ( ) 76.6 76.6 76.6 76.6 76.6 76.6

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1007 Interagency Receipts
1141 RCA Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor’s FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page ifnecossary)
This bill has two general components. First, it amends the Unfair Trade Practices and Consumer 
Protection Act by creating a state cause of action for violations of the national do-not-call registry. It also 
amends the Act's do-not call provision (the "black dot law') and provides for its repeal once the 
establishment and enforcement of the national registry is ensured. In addition, the bill clarifies that "goods 
or services" covered by the Act include consumer credit transactions and other credit transaction involving 
an indebtedness secured by a a consumer's residence.

The bill also amends the Charitable Solicitations Act (CSA) and Telephone Solicitations Act (TSA) in a 
number of ways. It requires payment of a fee when charitable organizations, paid solicitors for charitable 
organizations, and telephone solicitors register, or renew their registrations, with the____________________

Prepared by: Kathryn A. Daughhetee,_Director_________________________ Phone 465-3673
Division Administrative Services Date/Time 2/23/04 8:27 AM

Approved by: Kathryn Daughhetee for Gregg D. Renkes, Attorney General Date 2/23/2004
Agency Department of Law___________________________________

(Revised  12/2003 O M B ) P a g e  1 o f 2



FISCAL NOTE #5

ANALYSIS CONTINUATION
Department of Law as required under these Acts.

Paid solicitors for charitable organizations would be required to submit a financial report to the department at the close of each 
solicitation campaign. The report would include, among other information, the disclosure of gross revenue generated during the 
campaign and the amount provided to th: charity.

In addition, the bill would specifically provide that a person may not provide false information on the registration form filed with the 
Department, and allow the forms to be submitted either under oath or affirmation or under penalty of unsworn falsification. Thus, 
prosecution for periury or jnswom falsification could be pursued if a registrant provided inaccurate information to the Department. 
The bill also amends the TSA to remove an exemption from regisatration for solicitations for the sale of magazines, periodicals, 
sound recordings and books

Because the bill no longer provides for the creation of a slate do not call registry, the expenditures indicated the fiscal note for 
CSHB 15 STA) are no longer relevant. With the registration fees that would be established in the amendments to the TSA and CSA, 
it is anticipated that this bill would generate approximately 576,600 each year. This revenue estimate is based on average fees 
charged by other states and the number of organizations that submitted registration in 2003:

Chartibale organization: $40 x 1,615 = 564,600 
Paid Solicitors: 5200 x 30 = $ 6,000
Telephone solicitors' 5200 x 30 = 5 6.000

$76,600
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Affected Statute

AS 45.50.475. Unlawful, unwanted telephone advertisements and solicitations.

(a) A person is in violation of AS 45.50.47 l_(b)(41) if the person

(1) engages in the telephone solicitation of a residential telephone customer of a 
telecommunications company and the customer is identified in the telephone directory as not wishing 
to receive telephone solicitations; or

(2) originates a telephone call using an automated or recorded message as a telephonic 
advertisement or solicitation.

(b) A local exchange telecommunications company and a company that provides a telephone 
directory on behalf of a local exchange telecommunications company shall provide for the 
identification in the telephone directory of those residential customers who do not wish to receive 
telephone solicitations. The local exchange telecommunications company may impose a reasonable 
charge for identification in the directory. The charge shall be based on the cost of providing the 
identification and is subject to the approval of the Regulatory Commission of Alaska.

(c) A local exchange telecommunications company shall, upon request, provide to a person who 
engages in telephone solicitation a list of all telephone numbers identified in the telephone directory as 
residential customers who do not wish to receive telephone solicitations. If possible and if requested by 
the person who engages in telephone solicitations, this list shall be provided in computer readable 
format. The local exchange telephone company may impose a reasonable charge for the list. The 
charge shall be based on the cost of providing the list and is subject to the approval of .he Regulatory 
Commission of Alaska.

(d) A person who employs individuals to engage in telephone solicitations is not liable for the 
violation of this section if an employee solicits a residential telephone customer who is identified in the 
telephone directory as not wishing to receive telephone solicitations if the person established that

(1) the person has adopted and implemented written procedures to comply with (a) of this section 
including corrective actions where appropriate,

(2) the person has trained its personnel in the procedures established under (1) of this subsection;

(3) the call that violated this section was made contrary to the procedures and policies established 
by the person; and

(4) calls on behalf of the person that result in violations of this section are infrequent.

(e; An individual who solicits a residential telephone customer who is identified in the telephone 
directory as not wishing to receive telephone solicitations is not liable for the violation of this section if 
the individual establishes that the individual did not intend to make a call in violation of this section 
and did not recklessly disregard information or policies and procedures that would have avoided the 
improper call.

(f) Local exchange telecommunications companies shall inform residential customers of the 
provisions of this section. Notification may be made by



(1) annual inserts in the billing statements mailed to residential customers; or

(2) conspicuous publication of the notice in the consumer information pages of local telephone 
directories.

(g) In this section,

(1) "charitable organization" has the meaning given in AS 45.68.900_;

(2) "customer" means a residential telephone customer of a telecommunications company;

(3) "telephone solicitation"

(A) means the solicitation by a person by telephone of a customer at the residence of the customer 
for the puipose of encouraging the customer to purchase property, goods, or services, or make a 
donation;

(B) does not include

(i) calls made in response to a request or inquiry by the called customer or communication made 
during a call made by the customer;

(ii) calls made by a charitable organization, a public agency, or volunteers on behalf of the 
charitable organization or public agency to members of the organization or agency or to persons who, 
within the last 24 months, have made a donation to the organization or agency or expressed an interest 
in making a donation;

(iii) calls limited to soliciting the expression of ideas, opinions, or votes;

(iv) business-to-business calls; or

(v) a person soliciting business from prospective purchasers who have, within the last 24 months, 
purchased from the person making the solicitation or from the business enterprise for which the person 
is calling but only if the person or business enterprise has not received a written request from the 
prospective purchaser asking that telephone solicitations cease; the person or business enterprise is 
presumed to have received a written request no later than 10 days after the prospective purchaser 
mailed it, properly addressed and with the appropriate postage.

AS 45.50.561. Definitions.



(a) In AS 45.50.471.- 45.50.561

(1) "advertising" includes the attempt directly or indirectly by publication, dissemination, 
solicitation, endorsement, or circulation, display in any manner, including solicitation or dissemination 
by mail, telephone or door-to-door contacts, or in any other way, to induce directly or indirectly a 
person to enter or not enter into an obligation or acquire title or interest in any merchandise or to 
increase the consumption of it or to make a loan;

(2) "cemetery lot" means a lot, plot, space, grave, niche, mausoleum, crypt, vault, or columbarium, 
used or intended to be used for the interment of human remains;

(3) "chain distributor scheme" means a sales device whereby a person, upon condition that the person 
make an investment, is granted a license or right to solicit or recruit for profit one or more additional 
persons who are also granted a license or right upon condition of making an investment and may 
further perpetuate the chain of persons who are granted a license or right upon the condition of 
investment; a limitation as to the number of persons who may participate, or the presence of additional 
conditions affecting eligibility for the license or right to solicit or recruit or the receipt of profit from 
these does not change the identity of the scheme as a chain distributor scheme; as used in this 
paragraph, "investment" means acquisition, for a consideration other than personal services, of tangible 
or intangible property, and includes but is not limited to franchises, business opportunities and 
services; "investment" does not include sales demonstration equipment and materials furnished at cost 
for use in making sales and not for resale;

(4) "consumer" means a person who seeks or acquires goods or services by lease or purchase;

(5) "dealing in hearing aids" has the meaning given in AS 08.55.200;

(6) "documentary material" means the original or a copy of a book, record, report, memorandum, 
paper, communication, tabulation, map, chart, photograph, mechanical transcription, or other tangible 
document or recording, wherever situate;

(7) "examination" of documentary material includes the inspection, study, or copying of the material, 
and the taking of testimony under oath or acknowledgment in respect of documentary material or copy 
of it;

(S) "fresh" means a condition of food that has never been frozen;

(9) "hearing aid" has the meaning given in AS 08.55.2U0;

(10) "knowingly" means actual awareness of the falsity or deception, but actual awareness may be 
inferred where objective manifestations indicate that a person acted with actual awareness;

(11) "seconds" means manufactured items having flaws or consisting of a standard quantity or quality 
less than the manufacturer's quality standard.

(b) AS 45.50.471- 45.50.561 may be cited as the Alaska Unfair Trade Practices and Consumer 
Protection Act.


