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AARP Alaska

April 30,2007

The Honorable Johnny Ellis, Chair 
Senate Labor and Commerce Committee 
Alaska State Capitol, Room 9 
Juneau, Alaska 99801-1182

HB 182 (Lynn)—Support

Dear Chair Ellis:

On behalf of the AARP members in Alaska, we recommend that you and your colleagues 
on the Senate Labor and Commerce Committee support HB 182, authored by 
Representative Bob Lynn and co-sponsored by twelve other House members.

HB 182 would create a new category under die Consumer Act’s deceptive practices to 
prohibit die use of “promotional checks.” All of us receive these checks in our mailboxes 
and often they are designed to look like a refund for an overpayment or a rebate.

We would like to think that, as we grow older, we aljo become more savvy oonsumers. 
Unfortunately, the evidence docs not support that premise.

Older people are often die targets of fraud and deceptive marketing tactics. Half of all 
telemarketing fraud oomplaints are made by victims over age SO. If you ask any of your 
oldex constituents, you will find they are bombarded regularly with deceptive mailings, 
come-ons, and telephone pitches. Unfortunately, the oldest of the old are generally die 
ones most likely to be victimized They have a tendency to open and read all their mail 
and to be polite to telephone solicitors.

HB 182 will not protect all consumers of every age from becoming victims. What it will 
do is end one form of deceptive mutating, the use o f promotional checks. This will help 
our citizens as well as our businesses who often have checks processed without carefully 
looking at the source.
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Battling scams and deceptive marketing schemes is a never-aiding effort. HB 182 it one 
more tool that the Attorney General can use in this effort

AARP recommends an “AYE” vote on HB 182.

Should you have any questions about our position, please fed free to contact me (586* 
3637) or Patrick Luby, AARP Advocacy Director (907-762-3314).

Thank you for your consideration.

Marie Darlin, Coordinator 
AARP Capital City Task Force 
415 Willoughby Avenue, Apt. 506 
Juneau, AK 99801 
586-3637 (voice)
463-3580 (fox)

CC: Senator Gary Stevens
Senator Bettye Davis 
Senator Lyman Hoffman 
Senator Con Bunde 
Representative Bob Lynn

Sincerely,



Thursday, March 15,2007

HB 182 Offering Promotional Checks 
Q&A with Alaska Department of Law

Below is a transcript o f an interview with the Consumer 
Protection Unit o f the Alaska Department o f Law

Q U E ST IO N : C an  you explain  how A laska businesses and  individuals are 
being tak en  ad v an tag e  o f  th ro u g h  p rom otional checks?

DEPARTM ENT OF LAW: The promotional check is often packaged and sent in a 
manner that causes the individual or organization receiving and cashing the check 
to believe that the check is a refund, rebate, or payment o f  some nature, and does 
not understand that by cashing the check they are accepting an offer to pay for 
goods or services.

After cashing the check, the recipient m ay be sent a bill for collection o f the 
amount “due”, and i f  the bill isn’t paid, a collection agency will start hounding the 
consumer for payment. Another method o f  collection is to use the consumer’s 
account inform ation involved in cashing the check to debit the consumer’s account 
on a monthly basis w ithout the consum er’s knowledge. Or, alternatively, similar 
m onthly billings m ay occur through the consum er’s telephone carrier, credit card, 
etc. Therefore, the individual or entity cashing the check m ay be out significant 
amounts o f  money prior to  discovering and canceling whatever was purportedly 
authorized by m erely cashing the check.

Q U E ST IO N : H ow  big o f  a  p ro b lem  is th is fo r consum ers in A laska?

DEPARTM ENT OF LAW: Thousands o f  promotional checks have been sent to 
Alaskan individuals, businesses, schools, churches and other organizations over 
the years. M any hundreds o f  these checks are cashed by individuals and 
organizations who receive subsequent billings or automatic debits for goods or 
services they do not want and often are not aware that they have.
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Q U E STIO N : W hy should  it be considered  an u n fa ir  o r deceptive practice o r 
ac t to offer these  “ sm all” p rom otional checks?

DEPARTM ENT OF LAW: Receipt o f  these promotional checks by individuals 
and organizations causes a likelihood o f misunderstanding or confijsioi ,o that the 
recipient believes the check is one thing (a refund, rebate or payment o f some 
nature) when it is really another (a contract for the payment o f  goods or services), 
the recipient acts on this misunderstanding and cashes the check and incurs an 
obligation to pay for something they did not want, need, or even know about. That 
is a classic exam ple o f one o f  the definitions o f an unfair or deceptive act or 
practice under the Unfair Trade Practice and Consumer Protection Act, AS 
45.50.471 e tseq .

Q U E STIO N : D on’t  these checks have in form ation  explain ing  th a t  cashing 
them  obligates th e  consum er to “ la rg e r” paym ents fo r p ro d u c ts  and  services?

DEPARTM ENT OF LAW: Yes, but the information is usually on the back o f the 
check, in very small print, or is crowded on “stuffer” included with the check, and 
the recipient o f  the check does not see, read or understand the information. This is 
particularly true for businesses which often believe the check to be an ordinary 
receivable or refund check and automatically stamp the check for deposit without 
ever seeing or noticing any small print disclosures.

Q U E STIO N : How are  you cu rren tly  dealing w ith these p rom otional checks?

DEPARTM ENT OF LAW: The Attorney General’s Office has initiated a number 
o f  investigations relating to the use o f promotional checks in Alaska. Several o f  
the investigations have resulted in prosecutions and settlements under the Unfair 
Trade Practices and Consum er Protection Act. One o f the most recent was a 
coordinated multi-state investigation involving 34 states’ Attorney Generals, and 
resulted in a settlem ent agreement that prohibited the use o f  promotional checks 
by the business in all 34 states.

Q U ESTIO N : W hy is a law needed? How will it help A laska consum ers?

DEPARTM ENT OF LAW: By amending the Unfair Trade Practices and 
Consumer Protection Act to make it clear that the use o f promotional checks in 
Alaska is an unfair or deceptive act or practice businesses will be put on notice 
that the use o f  these checks in Alaska is prohibited. This should stop most 
businesses from sending the checks. For those that persist, the A ttorney General’s 
Office has clear enforcement authority to petition the court to stop the practice.
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Q U E ST IO N : W h a t w ould be the  p enalty  for violating th is p roposed  law ?

DEPARTM ENT OF LAW: Violations o f  the Consumer Protection Act are subject 
to a civil penalty o f a m inimum o f  $ 1,000 per violation and a maximum of 
$25,000 per violation.

Q U E ST IO N : Does the pen alty  v ary  depending  on the  n u m b er o f A laskan 
consum ers involved?

DEPARTM ENT OF LAW: The court looks at a num ber o f  factors when deciding 
the am ount o f  civil penalty to impose. The amount o f  consumer harm, including 
the num ber o f  consumers harmed by the conduct, is one o f the factors.

Q U E ST IO N : How a re  o th e r  sta tes dealing  w ith these p rom otional checks?

DEPARTM ENT OF LAW: M any states have brought enforcement actions under 
their state consumer protection statutes, and a couple states have introduced 
legislation sim ilar to HB 182 banning the use o f  the checks.

Q U E ST IO N : W hy does the  D ep artm en t o f Law consider this bill a high 
p rio rity ?

DEPARTM ENT OF LAW : M any hundreds o f  Alaskan consumers have been 
harmed by the use o f  promotional checks. The Attorney General’s Office has 
spent considerable tim e and resources investigating and pursuing law enforcement 
actions against businesses that use these inherently deceptive checks, and it has 
been able to obtain restitution for consumers in many instances. The best way to 
deal w ith the problem, however, is to stop the practice from occurring at all, so 
that consumers do not have to suffer the monetary loss, time and frustration which 
results from cashing the checks. HB 182 would do this, by prohibiting the use o f 
these checks in Alaska.

HB 182 Offering Promotional Checks Rep. Bob Lynn
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House Bill 182 
Background Information

Offering Promotional Check?
Alaska Department of Law April 2006 Report on 
Multi-State Settlement with Yellow Pages, Inc.

Example of a “YPI” promotional check sent to Alaska
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SGenerally Speaking

Coirtnoi and GoJnoa

A A G  Laura Bowen transferred from the 

Anchorage Child Protection section to the 

Collections & Support section.

Sheila Bugbaa has resigned from the 

Administrative Services Division. She 

transferred to the Department of 

Administration, Division of Personnel.

A A G  ARda Porter in the Fairbanks AG O

resigned. She Joined the Anchorage law firm 

of Landye Bennett Blumstein.

Lynn Concepcion Joined the Anchorage AG O . 

Lynn wil be splitting her time as a litigation 

assistant between the Labor and State Affairs 

and the Opinions, Appeals, and Ethics

sections.
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C iv il. D ivision 

ChUd Protection

ClNA Cases

The section received a number of new C lNA 

cases. Based on the allegations in the OCS 

petitions, substanca abuse was the moat 

common concern.

Several newborns and a toddler tested 

positive for drugs. Subsequently OCS took 

the children into custody.

In one such case, a newborn tested positive 

for amphetamines. The mother refused to 

allow the child to room with her and did not 

appear to be trying to bond with the child. 

O CS has a history with both parents involving 

methamphetamine abuse. The child’s father 

Is In Jail on drug and weapons violations after 

a California narcotics conviction.

OCS took custody of another newborn that 

tested positive for cocaine and had numerous 

medical complications. The mother 

acknowledged using cocaine every day and 

also admitted the use of methamphetamine 

during her pregnancy. Three of her older 

chHdren had also been removed by the state.

After having removed a two -year-o ld  child 

from the mother due to drug use when the 

mother was seven months pregnant, OCS 

next assumed custody of her newborn. OCS 

has concerns about both parents' drug use.

In another case, a mother brought her three- 

year-old child to the emergency room 

because he was vomiting and having 

seizures. The child tested positive for

cocaine. The mother admitted she had

recently relapsed on cocaine and alcohol.
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T h e  m o t h e r  w a s  a r r e s t e d  for child n e g l e c t .  O C S  

h a s  a  significant prior history w i t h  this family.

T h r e e  y o u n g  c h i ldren w e r e  i s k s n  into c u s t o d y  

a fter a  n e w b o r n  a n d  t h e  m o t h e r  t e s t e d  p o s i t i v e  

for c o c a i n e .  T h e  m o t h e r  a c k n o w l e d g e d  r e p e a t e d  

c o c a i n e  u s e  just prior to t h e  birth. T h e  m o t h e r ’s  

last child h a d  b e e n  b o m  u n d e r  s i m ilar 

c i r c u m s t a n c e s .  A c c o r d i n g  to a n  a n o n y m o u s  caller, 

t h e  m o t h e r  h a d  c l a i m e d  that h e r  b o y f r i e n d  h a d  

s e x u a l l y  a b u s e d  t h e  y o u n g e r  siblings, b u t  s h e  

c o n t i n u e d  t o  live w i t h  that m a n  a l o n g  w i t h  h e r  

y o u n g  c h i l d r e n .

In a n o t h e r  c a s e ,  O C S  a n d  A P O  I n v e s t i g a t e d  a  

c o u p l e  w h o  w e r e  a l l e g e d l y  u s i n g  d r u g s  in t h e  

h o m e  a r o u n d  their o n e - y e a r - o l d  child. T h e y  

f o u n d  c r a c k  c o c a i n e  p a r a p h e r n a l i a ,  e m p t y  b e e r  

c o n t a i n e r s ,  s m o k i n g  p i p e s ,  a n d  o t h e r  i t e m s  

d a n g e r o u s  t o  a  y o u n g  c h H d .  B o t h  p a r e n t s  

a d m i t t e d  to u s i n g  c r a c k  c o c a i n e .  W h i l e  O C S  w a s  

in t h e  p r o c e s s  of a t t e m p t i n g  to t a k e  c u s t o d y  of 

t h e  child, t h e  m o t h e r  a b s c o n d e d  w i t h  t h e  child.

H e r  w h e r e a b o u t s  a n d  t h o v u  o f  t h e  c h H d  w e r e  

u n k n o w n  w h e n  O C S  filed Its petition.

In o t h e r  c a s e s ,  O C S  w a s  f o r c e d  t o  r e m o v e  

c h i l d r e n  f r o m  their h o m e s  after s o c i a l  w o r k e r s '  

a t t e m p t s  t o  a s s i s t  p a r e n t s  t o  c a r e  p r o p e r t y  for t h e  

c h i l d r e n  failed. In o n e  I n s t a n c e ,  O C S  w a s  

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

b e i n g  e v i c t e d ,  a n d  t i e  p a r e n t s  h a d  a  h i story of 

O V  a n d  d r u g  u s e .  W h e n  t h e  s o c i a l  w o r k e r  

a r r i v e d  a t  t h e  h o m e  to investigate, h e  f o u n d  t h e  

m o t h e r  w a s  n o ,  s o b e r  e n o u g h  to c a r e  for h e r  

child r e n .  T h e  social w o r k e r  c o n v e n e d  a  T e a m  

D e c i s i o n  M a k i n g  m e e t i n g  in o r d e r  t o  d e t e r m i n e  if 

t h e r e  w a s  a  w a y  to m a k e  t h e  c h i l d r e n  s a f e  o t h e r  

t h a n  b y  r e m o v i n g  t h e m  f r o m  t h e  h o m e ,  h u t  t h e  

m o t h e r  d i d  n o t  a p p e a r  for t h e  m e e t i n g .

O C S  p r o v i d e d  e x t e n s i v e  s e r v i c e s  to a  f a m i l y  

w h e r e  t h e  c o n c e r n  w a s  u n s a n i t a r y  c o n d i t i o n s  in 

t h e  h o m e  that a f f e c t e d  t h e  s a f e t y  o f  t h e  c h i l dren. 

D e s p i t e  a c t i v e  efforts to k e e p  t h e  c h i l d r e n  in t h e  

h o m e  a n d  h e l p  r e m e d y  t h e  c o n d u c t  o f  t h e  

p a r e n t s ,  O C S  d e c i d e d  t h o  c h i l d r e n  n e e d e d  to b e  

r e m o v e d .

O C S  social w o r k e r s  a l s o  a t t e m p t e d  to w o r k  w i t h  a  

m o t h e r  w i t h  a  significant s u b s t a n c e  a b u s e  

p r o b l e m .  H o w e v e r ,  after r e p e a t e d l y  testing 

positive for illegal s u b s t a n c e s ,  t h e  m o t h e r  a g r e e d  

to voluntarily p l a c e  h e r  child w i t h  a  relative. T h e  

m o t h e r  a l s o  h a s  significant m e n t a l  h e a l t h  I s s u e s .

In a n o t h e r  c a s e ,  s u b s t a n c e  a b u s e  c a u s e d  O C S  to 

t a k e  t w o  c h i l d r e n  a g e s  1 3  a n d  1 7  Into c u s t o d y  

al:er their m o t h e r  a n d  t h e  f a t h e r s  o f  b o t h  of t h e  

c h i l d r e n  d i e d  w i t h i n  t h r e e  y e a r s  o f  e a c h  other, a l  

f r o m  d r u g  o r  a l c o h o l  o v e r d o s e s .

C o m m w d e l  a n rt F i l f  R l l i l n —  

C o n s u m e r  P r o t e c t i o n / A n d - T r u s t

Y e S o w  P s g e s ,  Inc. M u M - S t s t s  S e t t f s m s n t .

A l a s k a ,  a l o n g  w i t h  2 7  o t h e r  s t ates, e n t e r e d  Into a  

s e t t l e m e n t  a g r e e m e n t  w i t h  Y e l l o w  P a g e s ,  Inc.

( “Y P I " ) r e s o l v i n g  a l l e g a t i o n s  that Y P I  e n g a g e d  In 

unfair o r  d e c e p t i v e  a c t s  o r  p r a c t i c e s  In violation of 

e a c h  s t a t e ' s  r e s p e c t i v e  c o n s u m e r  p r o t e c t i o n  a c t s  

relating to t h e  solicitation c h e c k s  a n d  r e n e w a l  

n o t i c e s  s e n t  t o  b u s i n e s s  c o n s u m e r s .

A l a s k a ' s  c o m p l a i n t ,  filed in s u p e r i o r  court, a l l e g e s  

that Y P I  e n g a g e d  In m i s l e a d i n g  o r  d e c e p t i v e  

c o n d u c t  i-y s e n d i n g  o u t  "live’' c h e c k s  to s m a l l  

b u s i n e s s e s  a n d  o t h e r  o r g a n i z a t i o n s  w h i c h  l o o k e d  

like r e b a t e  c h e c k s  f r o m  local y e l l o w  p a g e s  

c o m p a n i e s ,  b u t  w h i c h ,  w h e n  d e p o s i t e d  b y  t h e  

c o n s u m e r ,  p u r p o r t e d  t o  c r e a t e  a  c o n t r a c t  for 

a d v e r t i s i n g  s e r v i c e s  for w h i c h  t h e  c o n s u m e r  o w e d  

Y P I  $ 1 7 9 . 0 0 .

U n d e r  t h e  s e t t l e m e n t ,  injunctive relief w a s  e n t e r e d  

a g a i n s t  Y P I  prohibiting Y P I  f r o m  s e n d i n g  live 

c h e c k  solicitations into t h e  state o r  a t t e m p t i n g  to 

collect o n  c h e c k s  w h i c h  w e r e  c a s h e d  b y  

c o n s u m e r s .  Y P I  is a l s o  r e q u i r e d  to p a y  r e f u n d s  

to  c o n s u m e r s  h a r m e d  b y  t h e  c o n d u c t  a n d  p a y  t h e  

s t a t e s  $ 5 3 5 , 0 0 0  for c o s t s ,  a t t o r n e y  f e e s ,  a n d  

c o n s u m e r  p r o t e c t i o n  e n f o r c e m e n t .
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House Bill 182 
Background Information

Offering Promotional Checks
State of Tennessee 2006 News Release on 

Multi-State Settlement with YP Corp.

Examples of promotional checks sent to churches, 
schools and even the State of Tennessee itself



Department of Commerce and Insurance 
Commissioner Paula Flowers

Office of the Attorney General 
Robert E. Cooper, Jr.

NEWS RELEASE
Office of the Attorney General 

P.O. Box 20207 Nashville, TN 37202-0207

Department of Commerce and Insurance 
Division of Consumer Affairs 

500 James Robertson Parkway Nashville, TN 37243

(NOTE TO EDITORS: A Knoxville consumer is available to discuss her experiences with 
news media. Contact Sharon Curtis-Flair at 615-741-5860 for more information)

STATE REACHES AGREEMENT WITH YP CORP. REGARDING CHECK 
SOLICITATIONS; COMPLAINT DEADLINE TO DCA IS FEB. 5,2007

Attorney General Bob Cooper and Division of Consumer Affairs Director Mary Clement 
today announced YP Corp., (doing business as YP.com) and its wholly owned subsidiary Telco 
Billing, Inc., have reached an agreement regarding complaints they engaged in deceptive 
business practices.

The companies are alleged to have mailed checks, which if cashed or deposited, charged 
businesses and organizations to pay for advertising on its yellow page directory. Tennessee and 
33 other states reached the agreement after filing suit regarding YP.com’s use of checks.

“Last ’egislative session, Tennessee became one of the first states in the nation to make it 
unlawful to market these advertising checks that lure unwitting customers to obligate 
themselves,” Attorney General Cooper said. "We will aggressively enforce the new law against 
violators.”

FOR IMMEDIATE RELEASE
Dec. 14, 2006
#06-46

CONTACT:
Sharon Curtis-Flair 
(615) 741-5860

Samples of the YP Corp. checks can be seen by scrolling below or by clicking



http:, www.attomeygeneral.state.tn.us. press-2006 story.PR46a.pdf.

“Consumers should beware of checks for a nominal amount of money arriving in the mail 
for no apparent reason or little explanation," said DC A Director Mary Clement. “Because the 
State of Tennessee was solicited, I believe there is a widespread problem with many different 
kinds of businesses and individuals being targeted. I would urge consumers to contact our office 
if they suspect they may have received a questionable check."

Under the agreement, YP Corp. will stop using the checks to obligate businesses to 
purchase its products and services. YP Corp. also has agreed to pay $2 million (in total to all of 
the participating states) to consumers who did not understand the potential consequences of 
depositing YP.com’s check. YP Corp. also agreed to notify all current check customers to inform 
them of their right to cancel and to let them know they may be eligible for a refund.

In addition, Tennesseans who cashed the YP Corp. checks sent after the new law 
became effective July 1, 2006 will receive full refunds. An estimated 950 Tennesseans were 
solicited after that date and were billed approximately $8,500 for advertising. Refunds for post- 
July 1st consumers should arrive by February if not earlier.

Since at least 1998, YP.com mailed businesses and other organizations, including 
churches, public schools, and even the State of Tennessee, the YP.Corp checks, allegedly 
obligating them to pay for commercial listings on the web site www.yp.com. Some of these 
recipients had never advertised commercially before. Approximately 15,000 of these 
solicitations were sent to Tennesseans. The checks involved were small amounts, usually $3.50. 
On the back of the checks, in fine print above the endorsement line, was language stating that by 
depositing the check, the recipient agreed to purchase advertising from YP.com for its on-line 
yellow pages directory.

The fine print also stated that by depositing the check, the recipient authorized YP.com 
(through its subsidiary Telco Billing, Inc.) to bill the monthly fees in advance, on the business’s 
telephone bill or other means. Many recipients who deposited YP.com’s checks did so without 
knowing the potential consequences. Some recipients did not realize they were being billed for 
many months or years after depositing the checks.

'  YP.Corp, YP.com, and Telco Billing, Inc. deny the State’s allegations and any 
wrongdoing.

Anyone who feels they may have deposited an activation check and were consequently 
billed for services they did not authorize have until Feb. S. 2007 to contact the Division of 
Consumer Affairs for information on how to request a refund. Current YP.com customers who 
are being billed as the result of an activation check should be contacted by letter within the next 
two (2) weeks by YP.com. If you have received a check from YP Corp. or any other company, 
please contact the Division of Consumer Affairs at 1-800-342-8385 (toll-free inside Tennessee) 
o r (615)741-4737

http://www.attomeygeneral.state.tn.us
http://www.yp.com
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YP Corp. Sample Live Checks - 2002
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Enlargement of small 
print states, “I am 
over 18 and 
authorized to place 
this advertisement by 
depositing this check 
and by doing so I 
agree to pay $17.95 
per month for this 
advertisement.” 
(emphasis added)
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ihc rennxof OfTa which w av in ck tv tf  with ihu cheek .n l lu h o r i /c  
Ttflw fh llnp . Inc. 10 li H >uch Ices in <idu.uv. ivi the u m p a 'y T  
plt*KK atII o r by lebil.nu the fee ft cm the umip;uij \  built j tm in t 
inti) H .hnJHhixbcvk ii dc;x»itcJ or hy utl>ci iK itwdr. .u-f.Aiilry n i  
the T erm  I .j tie r, t i l  J  th»i I eon uircvl .mil t c c i i  ? i r til n.Tund h j 
iiinpf) c jl lin a  I hOO-300-.)i(M vtiikni »2-i J iy »  O l count* 
rl*  S3 VI >> ntiiw fo U vp  in any euro.

X

Enlargement of small print states, “I . . .  
authorize Telco Billing, Inc. to bill such fees 
in advance, on the company's phone bill 
or by debiting the fee from companvfs 
bank account into which this check is 
deposited or by other methods .. ." 
(emphasis added)



ATTACHMENT TO PRESS RELEASE 46 (PR-46)
YP Corp. Sample Live Checks - 2004, 2005



' ATTACHMENT TO PRESS RELEASE 46 (PR-46)

YP Corp. Sample Live dhecks - 2006



YP even sent 
commercial 
advertising 
solicitations to the 
State itself, the State 
alleges. The check 
was not cashed.
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House Bill 182 
Background Information

Offering Promotional Checks
News Releases, Articles, Consumer Warnings 

and additional information from other States
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A t to rn ey Gener.i l Char l ie Crist News Release
December 14,2006

Florida, 33 States Agree to $2 Million YP.com Settlement

TALLAH AS S E E  - Attorney General Charlie Crist today announced that Florida and 33 other 
states have reached an agreement with a telephone directory company resolving allegations of 
deceptive business practices. YP  Corp., commonly known as YP.com, and its subsidiary Telco 
Billing, Inc., have agreed to settle allegations that they used activation checks to obligate 
businesses and organizations to pay for an enhanced listing on YP.com 's online yellow page 
directory. More than 40,000 Florida consumers could be eligible for refunds.

Florida and the other states began investigating YP.com in June after receiving consumer 
complaints about the company's marketing practices. The company allegedly has been sending 
businesses and organizations small promotional checks since January 2003. The states’ 
investigation revealed that many recipients who deposited YP.com's checks, often only for $3.50, 
did so without knowing that by depositing the check, they were purchasing the enhanced online 
listing or that they were authorizing YP.com (through Telco Billing, Inc.) to bill them monthly fees 
in advance on their telephone bill, by debit from their account, or through some other method. In 
some of these cases, the business remained unaware that it was being billed for several months, 
if not years, after it deposited the check.

‘These checks were an excellent example of there being no such thing as free money, ’ said Crist. 
‘This settlement will ensure that people are not being taken ad . antage of and are not being stuck 
with unwanted subscriptions or services.*

According to the settlement, YP  Corp. will stop using activation checks to obligate businesses to 
pay for its products and services. The company also has agreed to pay more than $1 million in 
restitution to former YP.com customers who did not understand the consequences of depositing 
the check. Florida consumers could receive more than $34,000 in restitution.

YP  Corp. must also contact its current activation check customers to inform them of their right to 
cancel their agreement with YP.com and of their potential eligibility for at least a partial refund of 
money paid to YP.com. Current YP.com customers who are being billed through their telephone 
bill or bank account for a listing and became a customer by depositing a promotional check are to 
be contacted by mail within the next two weeks by YP.com. Any customers with questions may 
call the Attorney General's fraud hotline at 1-866-9 -NO-SCAM (1-866-966-7226.)

A  copy of the YP  Corp. settlement is available at:
httD://mvfloridaleQal.com/webfiles.nsf/WF/KGRG-6WGMCP/Sfile/YP Settlement.odf

_



YP.com may pay Floridians $84K for fraud
South Florida Business Journal - December 14, 2006

Florida and 33 o ther s ta tes have reached an  agreem ent with a telephone directory 
com pany resolving allegations of deceptive business practices. M ore than  40,000 
Florida consum ers could be eligible for a to ta l o f m ore than  $84,000 in refunds.

The settlem ent is w ith YP Corp., com m only known as YP.com, and  its Telco 
Billing subsidiary.

The com panies agreed to  settle  allegations they used activation checks to  obligate 
businesses an d  organizations to  pay for an enhanced listing on the  YP.com online 
yellow page directory.

Florida and  th e  o ther sta tes  began investigating YP.com in June, after receiving 
consum er com plaints about th e  com pany’s m arketing practices.

The com pany allegedly has sen t businesses and  organizations sm all promotional 
checks since Jan u ary  2003.

The states ' investigation show ed m any recipients who deposited YP.com's checks, 
often only for $ 3.50, d id so w ithout knowing that, by depositing the  check, they 
were purchasing an enhanced online listing o r were authorizing YP.com (through 
Telco Billing) to  bill m onthly fees in advance on their telephone bill, by debit 
from  an account or th rough  som e o ther m ethod.

In som e of these cases, th e  Florida A ttorney General's Office said businesses were 
unaw are they w ere being billed for  several m onths, if not years, after depositing 
the check.

"These checks were an  excellent example of there being no such th ing as free 
money," Florida A ttorney General and  Gov.-elect Charlie Crist said. 'This 
settlem ent will ensure th a t people are not being taken advantage of and are not 
being stuck with unw anted subscriptions or services."

Under the settlem ent, YP Corp. is to  stop using activation checks to obligate 
businesses to pay for its products and  services.

The com pany also agreed to  pay m ore than $1 million in restitution to  former 
YP.com custom ers who did  not understand  the  consequences o f depositing the 
check.



YP Corp. m ust also con tact its cu rren t activation check custom ers to  inform them 
of th e ir right to  cancel th e ir  agreem ent with YP.com and of their potential 
eligibility for a t least a partia l refund of money paid  to YP.com.

W ithin the next two weeks, the com pany is to  contact, by mail, curren t YP.com 
custom ers who are being billed through their telephone bill or bank account for a 
listing and  becam e a custom er by depositing a prom otional check.

Any custom ers w ith questions may call the attorney general's fraud hotline at 
(866) 966-7226.
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AG REILLY REACHES SETTLEMENT WITH YELLOW PAGES, INC., 
RESOLVING ALLEGATIONS OF CONSUMER DECEPTION

Company Used Promotional Checks to Lure Consumers into Purchasing Ads

April 25, 2006

CONTACT: SARAH NATHAN 
(617) 727-2543

BOSTON -  A  N evad a -based  corporation w ith  principal offices in Anaheim , California 

accused o f luring M assachusetts consumers and small business owners into 

unknow ing ly purchasing on -line  directory listings through the use o f promotional 

checks m ust put an end to the deceptive  practice, A tto rn ey  General Tom  Reilly 

announced today.

Under the term s o f a m u lti-s ta te  agreem ent reached w ith  M assachusetts and 27 

o ther states, N evada -based  Ye llow  Pages, Inc., Californ ia -based Electronic 
Directories Com pany, LLC, and John W urth, president o f these com panies, are 

prohibited from using promotional checks to  bait consum ers and small business 

owners into buying listings in their directories. The  checks, according to A G  Reilly 's 

se ttlem en t, filed today in Suffo lk Superior Court, did not clearly explain that, by 

cashing them , consum ers were com m itting to pay for an annual listings in Yellow  

Pages publications. Those consum ers who cashed these checks w ere later hit w ith  a 

bill averaging $179.

"Consum ers and small business owners m ust be w ary o f live check prom otions," AG  

Reilly said. "Promotional checks are alm ost a lw ays  used to lure consumers into 

m aking a much bigger purchase. In this case, b y  cashing a check for very  little 

m oney -  $2 or $3 -  consum ers were unknow ingly purchasing advertising w ith  this 

com pany."

According to A G  Reilly 's  settlem ent, Yellow  Pages used checks, described as "instant 

cash back offers," to lure consumers and small business owners into contracting for 

annual advertising listings in an online directory and printed publication. The face o f



the  checks g a v e  no indication tha t if cashed, it would com m it the consumer to paying 

for an online directory listing. The inform ation on the back o f the check and on a 

separate  disclosure used such small print and vague  language as to make it virtually 

illegible.

Add itiona lly , consum ers and businesses tha t did not subsequen tly pay the invoices 

had their accounts referred by Ye llow  Pages, Inc., to  a collection agency. Under the 

term s o f the  agreem en t, Continental Recovery Service, the  Ye llow  Pages' collection 

agency, w ill cease  all collection ac tiv ity  related to the check solicitation program.

A lso , the  collection com pany will certify tha t no adverse credit information has been 

reported, and th a t it will no t report adverse  credit information about any prior 

custom ers in connection w ith  the check solicitation program to any credit reporting 

agency.

Consum ers and sm all business owners w ho  believe th ey  w ere  victim ized by Yellow  

Pages, In c ., m a y  be entitled to refunds, and should contact Paralegal Judy Connolly 
In A tto rn e y  G enera l's  Consum er Protection D ivision at 617-727-2200 extension 
2959.

This case w as  handled by Sen ior Counsel Jeffrey Shapiro o f AG  Reilly 's  Consumer 

Protection and An titrus t D ivision w ith  assistance from Deanna Gonsalves, who serves 

as V ice  President o f Operations for the  Better Business Bureau o f Eastern 
M assachusetts.



Beware of “ Live Checks” Bearing Conditions
From tho Offiuj of Mmnt.v.ot.j Allornoy (h.-noral L«jri Sw.inson

Many companies offer potential customers incentives 
to encourage the purchase of goods and services. 
Recently, companies have begun to use check payments 
in connection with some marketing campaigns. Typically, 
a consumer receives a mailing that includes a ‘‘live check.” 
The fine print on the back of the checks may contain 
language indicating that by endorsing the check, the 
consumer agrees to certain terms. Such terms may 
include membership in a club, subscription to a service, 
or purchase of a product.

A consumer may receive a live check and cash it, 
believing that it represents payment for a service 
rendered. Some unscrupulous marketers use checks 
that resemble refunds or rebates. A consumer may cash 
such a check, unaware that he or she is agreeing to be 
billed monthly for an unwanted and costly service, such 
as Internet access or membership in a web directory. 
Businesses and organizations may be particularly 
susceptible to cashing live checks without fully 
understanding the nature of the solicitation, since they 
frequently receive checks for payment.

Some consumers have complained that they cashed 
these checks without realizing that by doing so, they 
were charged for products or services. In some cases, 
such checks may bear conditions that are disclosed in 
small font, or placed in locations on the check that make 
the information difficult to access. For instance, a live 
check may include an asterisk near the amount, indicating 
that the recipient may read the rear side of the check for 
more information. The back of the check may then 
include a ‘‘disclosure" indicating that endorsing the check 
obligates the consumer to a certain purchase.

Protect Your Interests

The Minnesota Attorney General’s Office warns 
consumers to closely scrutinize any payments or checks 
that they receive to avoid accidentally signing up for an

unwanted program, product, or service. Consumers are 
further cautioned to closely monitor their accounts to 
catch any suspicious withdrawals or charges on their 
banking or credit accounts. A company may obtain a 
consumer’s checking account information once the live 
check is deposited into an account. Once the marketing 
company has obtained the account information, it may 
use the information to process electronic withdrawals 
from the account

What to Do if You are Billed for Unwanted Services

Consumers who are billed electronically for unwanted 
services should contact their financial institution 
immediately. Consumers are encouraged to dispute 
unwanted charges by filing a written ‘‘Affidavit of 
Unauthorized Charges” with their financial institution. 
Based upon the investigation of the financial institution, it 
may agree to reverse the charges, clearing the consumer’s 
account on the unauthorized debit.

Financial institutions are typically regulated at the national 
or state level, depending upon the institution's charter. 
The Office of the Comptroller of the Currency (“OCC”) 
is the federal agency with the authority to regulate 
nationally-chartered banks. The Minnesota Department 
of Commerce is the state agency with the authority to 
regulate state-chartered banks in Minnesota. Accordingly, 
consumers who have concerns about the conduct of a 
given financial institution may wish to file a complaint with 
the appropriate regulatory agency. Consumers may 
contact the OCC and the Minnesota Department of 
Commerce as follows:

Office of the Comptroller of Currency 
Custome. Assistance Group 
1301 McKinley, Suite 3710 

Houston, TX 77010 
Toll free: 1-800-613-6743

Mir mesota Attorney General’s Office ■ 1400 Bremer Tr*u#*r ■ vi;**-™*.. n - . . l  \ «x' e e t n t



AG MYERS FILES RACKETEERING LAWSUIT 
AGAINST INTERNET YELLOW PAGES COMPANY

May 25, 2005

Attorney General Hardy Myers today announced the filing of a civil racketeering lawsuit 
against a Nevada corporation, Operating out o f Anaheim, California, for allegedly tricking 
thousands of Oregon businesses into endorsing negotiable checks that the company 
claimed were actually contracts for Internet "yellow page" listings.

Named in the lawsuit filed Tuesday in Polk County Circuit Court are Yellow Pages, 
Inc.(YPI) and its president, John M. Wurth o f Anaheim. The Oregon Department o f 
Justice alleges in the suit that the defendants, from November 2003 through December 
2004, mailed thousands o f negotiable checks in a misleading solicitation to Oregon small 
businesses, churches and synagogues.

"Protecting legitimate Oregon businesses and non-profit and religious organizations from 
fraudulent enterprises is an important part o f the Department of Justice legal mandate," 
Myers said. "Tn this case, the civil racketeering laws provided us the tools to sue this 
unscrupulous enterprise."

According to the complaint, the mailing piece was designed to imply a relationship with 
the recipient’s commonly-used yellow page directory and the checks, ranging from $3.47 
to $3.49, appeared to represent a refund of little consequence to resolve a small 
outstanding debt. The rest o f the package allegedly did little to disclose the true nature o f 
the mailing’s purpose. Hence, victims thought they were dealing with their regular yellow 
pages directory rather than signing up for a new $179 Internet listing.

The complaint alleges that the 2,776 Oregon victims who cashed the checks then received 
invoices for an Internet listing. The invoices contained the phone number o f the second 
business in the racketeering enterprise, Continental Recovery Services, Corp. o f Simi 
Valley, California, doing business as Continental Recovery and Filing Solutions and CRF 
Solutions.

Businesses calling CRF Solutions were told CRF represented Yellow Pages, Inc. If the 
invoice for the Internet listing was not paid, CRF continued collection efforts.
Nationwide, the YPl'CRF. John Wurth enterprise collected millions from victims. In 
Oregon, the enterprise invoiced victims for more than $496,000 and netted more than 
$131,000.

The lawsuit, the sixth filed by a state against Yellow Pages, Inc., asks for civil penalties 
o f $250,000 from each defendant, attorney fees and investigative costs and the forfeiture 
o f all monies and property derived from or used in the alleged illegal conduct. The suit



also requests restitution for all victims, who paid invoices connected to the deceptive 
"live" check solicitation.

In addition, the lawsuit seeks a permanent injunction prohibiting the defendants from 
engaging in or having an interest in any enterprise that utilizes "live" checks to promote a 
product or service in Oregon.

CONTACT:
Jan Margosian, (503) 947-4333 (media line only) ian.margosian@doi.state.or.us I

mailto:ian.margosian@doi.state.or.us
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IF  YO U  B EL IEVE  T H A T

Planning to use a live check as a promotional hook? Think again.

Chase Bank and Trilegiant Corp. got into hot water with 17 states over the use of 
this device. The firms settled last month for $14.5 million, resolving charges that 
they duped consumers into paying for membership programs or buying clubs.

The live checks, worth from $2 to $10, were tied to a "free" 30-day trial offer. 
Consumers were never told that by signing it, they had agreed to pay for a 
membership, the states alleged. The victims were mostly seniors and people with 
limited use of the English language.

And now the states are toughening up their guidelines on live checks.

For example, some now require specific language on the backs of checks, and 
disclosures in the solicitation.

A couple of states are mulling bills to prohibit the checks, says Albert Shelden, the 
acting senior assistant attorney general, Department of Justice for California.

Equally troubling for the states was the co-marketing aspect of the promotion. 
Trilegiant, a provider of loyalty and affinity programs to financial service and retail 
companies, was given access to Chase's database, and the solicitation arrived in a 
Chase-branded envelope. This led consumers to believe it had come from their bank, 
credit card issuer or mortgage lender, according to the states.

"The solicitation didn't adequately disclose that it was really a third party's product," 
Shelden says. "So  there are additional requirements regarding disclosures that are 
going to have to be looked into."

Co-marketing with charities can create even greater problems, Shelden says. 
Requirements vary by state, with some requiring marketers to register as a 
charitable solicitor.

"Likewise, whatever you say is going to go to that charity, even if your sales are 
zero, better go to that charity or there are going to be problems," Shelden adds.

Iowa, which was also involved in the Trilegiant case, looked at specific words in the 
solicitation that it thought were misleading or created a false premise. It also 
examined what consumers were obligated to do.

One word that stuck out was "enroll," as in enroll in a class. The consumer who fell 
for this was, in fact, agreeing to a free trial in a buying club membership, says 
William Brauch, special assistant attorney general, consumer protection division, for 
Iowa.

The settlement included more than $8 million from Trilegiant for restitution to 
consumers.



House Bill 182 
Relevant Statutes

Offering Promotional Checks
Sec. 45.50.471. Unlawful acts and practices. 

Sec. 45.50.551. Civil penalties.

Sec. 45.50.561. Definitions; short title.
%



(a) Unfair methods of competition and unfair or deceptive acts or 
practices in the conduct of trade or commerce are declared to be 
unlawful.

(b) The terms "unfair methods of competition" and "unfair or 
deceptive acts or practices" include, but are not limited to, the following 
acts:

(1) fraudulently conveying or transferring goods or services by 
representing them to be those of another;

(2) falsely representing or designating the geographic origin of goods 
or services;

(3) causing a likelihood of confusion or misunderstanding as to the 
source, sponsorship, or approval, or another person's affiliation, 
connection, or association with or certification of goods or services;

(4) representing that goods or services have sponsorship, approval, 
characteristics, Ingredients, uses, benefits, or quantities that they do not 
have or that a person has a sponsorship, approval, status, affiliation, or 
connection that the person does not have;

(5) representing that goods are original or new if they are 
deteriorated, altered, reconditioned, reclaimed, used, secondhand, or 
seconds;

(6) representing that goods or services are of a particular standard, 
quality, or grade, or that goods are of a particular style or model. If they 
are of another;

(7) disparaging the goods, services, or business of another by false or 
misleading representation of fact;

(8) advertising goods or services with intent not to sell them as 
advertised:

(9) advertising goods or services with intent not to supply reasonable 
expectable public demand, unless the advertisement prominently 
discloses a limitation of quantity;

(10) making false or misleading statements of fact concerning the 
reasons for, existence of, or amounts of price reductions;

Sec. 45.50.471. Unlawful acts and practices.



(11) engaging in any other conduct creating a likelihood of contusion 
or of misunderstanding and which misleads, deceives or damages a 
buyer or a competitor In connection with the sale or advertisement of 
goods or services;

(12) using or employing deception, fraud, false pretense, false 
promise, misrepresentation, or knowingly concealing, suppressing, or 
omitting a material fact with intent that others rely upon die 
concealment, suppression, or omission in connection with the sale or 
advertisement of goods or services whether or not a person has In fact 
been misled, deceived or damaged;

(13) failing to deliver to the customer at the time of an Installment 
sale of goods or services, a written order, contract, or receipt setting out 
the name and address of the seller and the name and address of the 
organization that the seller represents, and all of the terms and 
conditions of the sale, including a description of the goods or services, 
which shall be stated in readable, clear, and unambiguous language;

(14) representing that an agreement confers or involves rights, 
remedies, or obligations which it does not confer or involve, or which are 
prohibited by law;

(15) knowingly making false or misleading statements concerning the 
need for parts, replacement, or repair service;

(16) misrepresenting the authority of a salesman, representative, or 
agent to negotiate the final terms of a consumer transaction;

(17) basing a charge for repair In whole or in part on a guaranty or 
warranty rather than on the actual value of the actual repairs made or 
work to be performed on the Item without stating separately the charges 
for the work and the charge for the guaranty or warranty, If any;

(18) disconnecting, turning back, or resetting the odometer of a 
vehicle to reduce the number of miles Indicated;

(19) using a chain referral sales plan by Inducing or attempting to 
Induce a consumer to enter into a contract by offering a rebate, discount, 
commission, or other consideration, contingent upon the happening of a 
future event, on the condition that the consumer either sells, or gives 
information or assistance for the purpose of leading to a sale by the seller 
of the same or related goods;

(20) selling or offering to sell a right of participation in a chain 
distributor scheme;



(21) selling, falsely representing, or advertising meat, fish, or poultry 
which has been frozen as fresh food;

(22) failing to comply with AS 45.02.350 :

(23) failing to comply with AS 45.45.130- 45.45.240;

(24) counseling, consulting, or arranging for future services relating 
to the disposition of a body upon death whereby certain personal 
property, not including cemetery lots and markers, will be furnished or 
the professional services of a funeral director or embalmer will be 
furnished, unless the person receiving money or property deposits the 
money or property, and money or property is received, within five days of 
its receipt, in a trust in a financial institution whose deposits are insured 
by an instrumentality of the federal government designating the 
institution as the trustee as a separate trust in the name only of the 
person on whose behalf the arrangements are made with a provision that 
the money or property may only be applied to the purciiase of designated 
merchandise or services and should the money or property deposited and 
any accrued Interest not be used for the purposes intended on the death 
of the person on whose behalf the arrangements are made, all money or 
property in the trust shall become part of that person's estate; upon 
demand by the person on whose behalf the arrangements are made, all 
money or property in the trust including accrued interest, shall be paid 
to that person; this paragraph does not prohibit the charging of a 
separate fee for consultation, counseling, or arrangement services if the 
fee is disclosed to the person making the arrangement; any arrangement 
under this paragraph which would constitute a contract of insurance 
under AS 21 is subject to the provisions of AS 21;

(25) failing to comply with the terms of AS 45.50.800 - 45.50.850 
(Alaska Gasoline Products Leasing Act);

(26) failing to comply with AS 45.30 relating to mobile home 
warranties and mobile home parks;

(27) failing to comply with AS U  48.060 fb)f 13):

(28) dealing in hearing aids and failing to comply with AS 08.55;

(29) violating AS 45.45.910 (a), (b), or (c);

(30) failing to comply with AS 45.50.473 :

(31) violating the provisions of AS 45.45.400 ;



(32) knowingly selling a reproduction of a piece of art or handicraft 
that was made by a resident of the state unless the reproduction is 
clearly labeled as a reproduction; in this paragraph, "reproduction" 
means a copy of an original if the copy is

(A) substantially the same as the original; and

(B) not made by the person who made the original;

(33) violating AS 08.66 (motor vehicle dealers);

(34) violating AS 08.66.200 - 08.66.350 (motor vehicle buyers' 
agents);

(35) violating AS 45.63 (solicitations by telephonic means);

(36) violating AS 45.68 (charitable solicitations);

(37) violating AS 45.50.474 (on board promotions);

(38) referring a person to a dentist or a dental practice that has paid 
or will pay a fee for the referral unless the person making the referral 
discloses at the time the referral is made that the dentist or dental 
practice has paid or will pay a fee based on the referral;

(39) advertising that a person can receive a referral to a dentist or a 
dental practice without disclosing in the advertising that the dentist or 
dental practice to which the person is referred has paid or will pay a fee 
based on the referral if, in fact, the dentist or dental practice to which the 
person is referred has paid or will pay a fee based on the referral;

(40) violating AS 45.50.477 (a) - (c);

(41) failing to comply with AS 45.50.475 :

(42) violating AS 45.35 (lease-purchase agreements);

(43) violating AS 45.25.400 - 45.25.590 (motor vehicle dealer 
practices);

(44) violating AS 45.66 (sale of business opportunities);

(45) violating AS 08.18.023 (b) or 08.18.152;

(46) violating AS 45.50.479 (limitations on electronic mail);



(47) violating AS 17.06.010 (sale of, or offering to sell, organic food);

(48) violating a labeling or advertising provision of AS 17.20 (Alaska 
Food, Drug, and Cosmetic Act);

(49) violating AS 45.45.920 (free trial period);

(50) violating AS 45.45.930 (OOt-out marketing plans);

(51) violating AS 45.45.792 (deceptive acts or practices relating to 
spyware).

(c) The unlawful acts and practices listed In (b) of this section are in 
addition to and do not limit the types of unlawful acts and practices 
actionable at common law or under other state statutes.



(a) A person who violates the terms of an injunction or restraining 
order Issued under AS 45.50.501 shall forfeit and pay to the state a civil 
penalty of not more thar $50,000 for each violation. For the purposes of 
this section, the superior court in a Judicial district issuing an injunction 
retains Jurisdiction, and, in these cases, the attorney general acting in 
the name of the state may petition for recovery of the penalties.

(b) In an action brought under AS 45.50.501 . if the court finds that 
a  person is using or has used an act or practice declared unlawful by AS 
45.50.471, the attorney general, upon petition to the court, may recover, 
on behalf of the state, a civil penalty of not less than $1,000 and not 
more than $25,000 for each violation.

(c) [Repealed by Sec. 21 ch 166 SLA 1978],

Sec. 45.50.551. Civil penalties.



Sec. 45 .50 .561 . Definitions; short title.
(а) 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 :

(б) "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;



(8) "fresh" means a condition of food that has never been frozen;

(9) "goods or sendees" includes goods or services provided in 
connection with a consumer credit transaction or with a transaction 
Involving an indebtedness secured by the borrower's residence;

(10) "hearing aid" has the meaning given in AS 08.55.200 :

(11) "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;

(12) "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 TYade 
Practices and Consumer Protection Act.
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LEGAL SERVICES

(807) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OP LCOAL AND RESEARCH SERVICES 
LEGISLATIVE AFF AMS AGENCY 

STATE OF ALASKA State Capitol 
Junaau, Aiaaka 99S01-1182 

Dalivartea to: 129 6th St., Rm. 329

M E M O R A N D U M March 5,2007

SUBJECT: Sectional summary of bill relating to the handling of matters after a 
person’s death (Work Order No. 25-LS0447\C)

TO: Representative Jay Ramras
Chair of the House Judiciary Committee
Attn: Jane Pierson

FROM: *Theresa Bannister 
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a preliminary 
matter, note that a sectional summary of a bill should not be considered an authoritative 
interpretation of the bill and the bill itself is the best statement of its contents.

Section 1. Amends AS 13.12.517 to provide that a penalty clause for contesting a will or 
instituting other proceedings apply even if probably cause exists for instituting the 
proceedings.

Section 2. Amends AS 13.16.680(a) to change one of the statements that must be 
contained in an affidavit to be used by a decedent's successor to collect personal property 
of the decedent from another person. The statement indicates that the value of the entire 
estate does not consist of more than certain specified amounts.

Section 3. Amends AS 13.16.700 to conform this section to the change made by this bill 
to AS 13.16.680(a).

Section 4. Adds new subsections to AS 13.33.101 (nonprobate transfers on death).
Proposed AS 13.33.101(d) states that the benefits paid under a nonprobate 

transfer provision are not subject to certain described debts and creditor claims.
Proposed AS 13.33.101(e) describes certain situations in which proposed 

AS 13.33.101(d) applies.
Proposed AS 13.33.101(f) establishes that proposed AS 13.33.101(d) does not 

limit the rights of the owner of a life insurance contract to pledge or assign the benefits as 
collateral for the owner's debts.

Proposed AS 3.33.101(g) defines "life insurance contract" and "retirement plan" 
for (d) of the section.



Section S. Provides a transition section to indicate to which decedents and nonprobate 
transfer provisions certain provisions of the bill apply.

If I may be of further assistance, please advise.

TLBrmed
07-147.med
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ALASKA STATE LEGISLATURE 
HOUSE JUDICIARY COMMITTEE

Representative Jay Ramras 
Chairman 

(907)465-3004 
Fax:(907)465-2070 

Repcesentative_Jay_Ramras@legis.state.ak.us

1292 Sadler Way, Suite 324 
Fairbanks, AK 99701

Representative Nancy Dahlstrom,

Representative Ralph Samuels 
Representative Max Gnienberg 
Representative Lindsey Holmes

Representative John Coghill
Representative Bob Lynn

Camasittee Members:

ViceOtairman

State Capitol, Juneau, Alaska 99801-1182

MEMORANDUM

To: Representative Jay Ramras

From: Jane W. Pierson
House Judiciary Committee Aide

Date: April 17,2007

Re: Explanation of changes between HB 196 version \C and version\E______

The change that was made to this bill is as follows:

In Sec. 4., a provision was inserted to protect child support arrearages and spousal 
support arrearages from the exemptions in sub-section (d) o f AS13.33.101.

mailto:Repcesentative_Jay_Ramras@legis.state.ak.us
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Chairman 
Room, 118 

(907) 465-3004

Rep. Nancy Dahlsirom 
Vice-Chairman 

Room 409 
(907) 465-3783

Rep. John Coghill 
Room 214 

(907)465-3719

Rep. Bob Lynn 
Room 104 

(907)465-4931

Rep. Ralph Samuels 
Room 204 

(907) 465-2095

Rep. M ike Doogan 
Room 112 

(907) 465-4940

Rep. Lindsey Holmes 
Room 405 

(907)465-4919

MEMORANDUM 
Date: February 23, 2008

To: Members o f the Senate Labor and Commerce Committee

From: Representative Jay Ramras
Chairman House Judiciary Committee

Re: HB 196 -  Questions from Committee Members

Senator Bunde asked about the selection of the new limit of $25,000 for use of 
probate waiver affidavits on non-motor vehicle assets?

Robert L. Manley responded, “The probate waiver affidavit procedure is a 
Uniform Code Provision and the shift to $25,000 is basically a consumer price 
index adjustment. While some states have established higher limits, the 
thinking behind the $25,000 limit is that like any abbreviated and non-court 
supervised procedure there is some risk of abuse. If a person improperly uses 
the procedure, cash assets are generally disposed of promptly while 
automobiles are traceable assets which are less subject to abuse even at the 
$100,000 level:’

Steven Greer responded, "[tjhat there is always a flip side to an increased 
amount. For instance, let us take a situation where mom dies with a bank 
account of $50,000. She has 2 sons, one who has been the good child and 
another child who has been particularly bad to her. Mom's will leaves 
every thing to the good child. If the threshold amount in which probate would 
not be required were raised to $ 50,000 there would be nothing to prevent the 
bad son from going to the bank prior to the good son and getting this amount 
from the bank and absconding with the funds. Setting forth a higher amount in 
which a formal probate would not be required also increases the potential for 
abuse. Although it was agreed by the drafters of this bill that the present 
$15,000 was too low, the bill was also carefully tailored to prevent it from 
being used as a tool in which the small estate affidavit procedure could be 
abused.



Js25°000 probate? * “  h° W much would *  f° '

The answer is anywhere from $ 1,200 to $ 1,500.



 Original Message —
From: Robert L . Manley
To: 'Senator_Johnny_Ellis@ legis.state.ak.us'
Sent: 2/212008 3:34PM
Subject: I IB  196 - Act Relating to the Handling of Matters After a Person's Death 

Dear Senator E llis :
Thank you and the Labor and Commerce Committee for considering HB 1% at the February 21 hearing. Senator Bunde 

inquired about the selection of the new lim it of S23.000 for use of the probate waiver affidavit on non-motor vehicle assets. 
The probate waiver affidavit procedure is a Uniform Probate Code Provision and the shift to $25,000 is basically a consumer 
price index adjustment. While some states have established higher lim its, the thinking behind the $25,000 lim it is that like 
any abbreviated and non-court supervised procedure there is some risk of abuse. If  a person improperly uses the procedure, 
cash assets are generally disposed of promptly while automobiles are traceable assets which are less subject to abuse even at 
the $100,000 level.

This is not an attempt to retain more money for lawyers by running small probates. If  that was the goal then the informal 
working group on this legislation would not have proposed the change at a ll. If  the Committee wants to increase the general 
lim it I suggest that it be done by separate legislation because an amendment at this point is likely to doom HB 196 for this 
year. At best an amendment would effectively k ill the other good provisions of HB 196 in return for making a small part of 
the legislation better if  the bill is reintroduced in the next Legislature. I know you have heard this before, but given the short 
session. I respectfully request that you release HB 1% so it can be considered by the State Affairs and Judiciary Committees. 
It any Committee members would like to discuss this further please contact me.

Robert L . Manley 
Manley and Brautigam p.c.
845 K Street 
Anchorage., AK 99501

Telephone: (907)334-5600 
Facsim ile: (907)334-9958
E-M ail Address: bob@mb.law.pro <blockcd::mailto:hob « mh.lyw.prn>

IRS Circular 230 Disclosure: U.S. federal tax advice in the foregoing message from Milbank, 
Tweed, Hadley & McCloy LLP is not intended or written to be, and cannot be used, by any person 
for the purpose of avoiding tax penalties that may be imposed regarding the transactions or 
matters addressed. Some of that advice may have been written to support the promotion or 
marketing of the transactions or matters addressed within the meaning of IRS Circular 230, in 
w hich case you should seek advice based on your particular circumstances from an independent 
tax advisor.

This e-mail message may contain legally privileged and/or confidential information. If you are not 
the intended recipient(s), or the employee or agent responsible for delivery of this message to the 
intended recipient(s), you are hereby notified that any dissemination, distribution or copying of 
this e-mail message is strictly prohibited. If you have received this message in error, please 
immediately notify the sender and delete this e-mail message from your computer.

2/22/2008

mailto:bob@mb.law.pro
mailto:hob
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Jane Pieraon

From: Patty Krueger on behalf of Rep. Jay Ramras 

Sent: Friday, February 22, 2008 10:33 AM

To: Jane Pierson

Subject: FW: HB 196

From: Stephen E. Greer [mailto:greer@ak.net]
Sent: Thursday, February 21, 2008 5:49 PM 
To: Rep. Jay Ramras 
Subject: HB 1%

Dear Rep Ramras- today I testified in support of HB 196 in Senate Labor and Commerce. As you know, this 
bill makes several changes to the Uniform Probate Code ss enacted by Alaska in the early 80s. Section 2 and 3 
of the bill raised the most questions. These sections raise the threshold in which a formal probate would not be 
required where the decedent dies with less than $25,000 of personal property and less than $100,000 of value in 
automobiles. Currently our law states that a formal probate proceeding can be only be avoided when the 
decedent dies with less than $ 15,000 of personal property. It was suggested that the limit set forth in HB 196 be 
increased to even higher amounts than those set forth in the bill. I would certainly be willing to work with any 
legislator who wants to re-examine the amounts set forth in the bill but this should be done in a new bill next year. 
Due to the shortness of time remaining in the legislative session, if HB 196 does not become law during this 
session then Alaska residents will continue to be saddled with the present $15,000 threshold, which everyone 
seems to agree is entirely too low.

If it is suggested that the threshold in which probate can be avoided be increased to an amount in excess of what 
the bill p ssently allows, one needs to be cautioned that there is always a flip side to an increased amount. For 
instance, let us take a situation where mom dies with a bank account of $50,000. She has 2 sons, one who has 
been the good child and another child who has been particularly bad to her. Mom's will leaves everything to the 
good child. If the threshold amount in which probate would not be required were raised to $ 50,000 there would be 
nothing to prevent the bad son from going to the bank prior to the good son and getting this amount from the bank 
and absconding with the funds. Setting forth a higher amount in which a formal probate would not be required 
also increa es the potential for abuse. Although it was agreed by the drafters of this bill that the present $15,000 
was too low, the bill was also carefully tailored to prevent it from being used as a tool in which the small estate 
affidavit procedure could be abused.

I sent this message to all committee members requesting their support of the bill. It is certainly an improvement 
over the current law. If a legislator desires to re-examine these amounts next year I would be all too glad to assist 
in that endeavor and of course answer any question that a legislator might have.

Thank your for your consideration in this matter.

Stephen E. Greer, Esq.
P.O Box 242903 
Anchorage, AK 99524 
(907) 561-5520 work 
(907) 563-5020 fax

Physical address:
1225 E. Int. Airport Rd. #100 
Anchorage, AK 99518

2/22/2008

mailto:greer@ak.net


Attached is a recap of the February 21** Senate Labor and Commerce meeting concerning 
HB196.

HB 196 - Breaks out into 3 parts;
1) Section 1 - No contest clause;
2) Sections 2 & 3 - Probate waiver affidavit requirements;
3) Section 4 - beneficiary designations for life insurance and qualified plans.

Senator Ellis: Asked:
What is the point o f the bill?
Who is going to benefit?

The point of the bill is to streamline w ills to make them as efficient as possible 
and to keep estate laws current and in step with the rest of the country, and to 
keep current with trust laws.

HB196 was both initiated by trust attorneys and has elements o f model legislation.

Senator Bunde: Contest provision in a will, without probable cause?
This is a common clause in trusts and it is the belief that wills should be aligned.

Senator Bunde: Would key man insurance coverage be affected by this bill?
Key man insurance would not be affected by this bill.

Jay Ramras stated that we discussed arrearages to child support and alimony and they 
would still act as super liens..

Jane Pierson stated that the AS 13.33.101 provisions of this bill lay out the protections of 
life insurance and retirements plans.

Robert Manley: Estate-planning attorney in Alaska. Mr. Manley has been practicing in 
Alaska for more than 30 years. He is part o f informal group of attorneys working to keep 
trusts and estates current. HB 196 helps with estate and tax costs. HB 196 primarily of 
local interest. The bill has been circulated through the Alaska Bar Association. No one 
has objected to the legislation.

Speaking to Section No. 1. the "no contest clause”. This language brings Alaska law- 
governing wills into compliance with laws governing revocable trusts. W’ills and 
revocable trusts are the two primary vehicles for estate planning. There are various 
reasons for using w ills and trusts -  costs, privacy, probate many jurisdictions. No contest 
clauses in trusts are effective. The disposition of an estate should follow the decedent's 
wishes. The no contest clause is intended to carry out decedent's wishes. Wills are often 
challenged when one decedent is left less than another; they can then challenge the will 
and extort a settlement. HB 196 would put wills on the same level as trusts. If there is a 
reason for a challenge, such as. testamentary capacity or undue influence the will can still



be challenged and court can non-validate and the no contest clause. Additionally, if a 
person is totally disinherited, a no contest clause does not work because there is nothing 
for them to lose. A descendent has a right to disposition of their estate as they see fit.

Sec. 4, sub-section (0  there is no limit to an owner o f life insurance policy, or the like, 
from assigning a contract for collateral of debt. This bill does not interfere with 
creditor's ability to pledge or assign a contract. Clarifies that Alaska law can name a 
trust as well as an individual as a beneficiary.

Broad support o f the Bar does not know of any onposition

Rodney Kleedehn spoke to Sec. 4. Spoke specifically on life insurance payments being 
payable to a beneficiary and not able to be reached by a creditor. Revocable trusts are the 
most frequently used kind of trusts in estate planning. The problem arises because 
creditors are able to reach into the proceeds of revocable trusts. This legislation would 
protect revocable trusts the same way that irrevocable trusts are protected. This would 
insure that revocable trusts can be used to protect beneficiaries who are unable to manage 
money with unfettered control.

Aware of no opposition from the bar association

Douglas Blattmachr -  Pres AK Trust Company. HB196 would improve trust and estate 
laws. Alaska Trust Co. Stand alone trust institution, Founded 1996, 9 employees, over 
1000 trust accounts most from outside, trust services. Trust industry, banking, 
stockbrokers, attorneys, and the insurance industry have all benefited from new trust 
laws.

Steve Greer -  Estate planning attorney in ANC

Spoke to Sections 2 & 3 - These sections are Uniform probate code amendment. The 
$15,000 limit has not been changed since early ‘80s. HB196 would raise the personal 
property by affidavit to $25,000, the change being equal to the consumer price index.
Cars have always beer a problem since no one knows exactly what it is worth. Allows 
spouses to change title if names are listed as "and” and not “or”. Washington does not 
reach formal probate levels until a decedent's assets reach $100,000. Oregon's level is 
$200,000. This bill is a compromise between avoiding formal probate and protecting 
heirs from fraudulent acts from other potential heirs. This provision lets a decent with a 
small estate avoid using expensive legal services. If the limits are too high, then there is 
room for abuse of assets.
Bunde -  Questions on raising limits? See memo attached.
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Sponsor Statement 
HB 196

“An Act relating to the handling of matters after a person's death."

Existing Alaska law provides that a provision may be placed in a trust penalizing a 
person for contesting the trust even if  probable cause exists for instituting proceedings. 
This bill provides for the same kind of provision in a will.

In addition, this bill provides that life insurance or retirement benefits payable at death 
are not subject to the claims o f the creditors o f the individual who is insured under the 
life insurance contract or who was a participant in the retirement plan.

mailto:resentative_Jay_Ramras@legis.state.ak.us
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egislation Passed 
Into Law 1997

HB 101 -  Effective April 2, 1997

• Perpetual T rusts

• Self-Settled Spendthrift Trusts 

HB 266 -  Effective July 1, 1997

• Limited Partnership & LLC Improvements 

Statute



Legislation 1998

SB 354 -  Effective April 12,1998

• General Modernization of Trust and Estate Laws 

HB 199 -  Effective May 23,1998

• Alaska Community Property Trust 

HB 321 -  Effective May 23, 1998

• Alaska Uniform Prudent Investor Act 

HB 490 -  Effective June 26, 1998

• Life Insurance Premium Tax



LEGISLATION 2000

HB 222 -  Effective March 8, 2000
• Improvements & Technical Changes to Limited 

Partnerships LLC statute
SB 166 -  Effective March 8, 2000

• Technical Changes to Alaska Community Property 
Trust

SB 162 -  Effective April 22, 2000
• Modification to Perpetual Trust Statute

HB 275 -  Effective August 9, 2000
• “Safety Net” Estate Planning Legislation

SB 163 -  Effective August 30, 2000
• Modification and Improvement to General Trust Statutes



SB 87 -  Effective September 1, 2003
• Version of Uniform Principal & Income Act

HB 212 -  Effective October 8, 2003
• 2003 Alaska Trust Act

SB 344 -  Effective June 24, 2004
• Trust / Estate / Property Transfers

SB 298 -  Effective September 15, 2006
• Amendments to Trust and Estates Statutes


