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2007 SENATE STANDING COMMITTEE MINUTES

. Bil/Resolution No. SB 2266
Senate Industry, Business and Labor Committee

] Check here for Conference Committee

Hearing Date: January 24, 2007

Recorder Job Number: 1742

Committee Clerk Signature E 2 ‘—g M

Minutes: Quorum present

Parrell Grossman - Director, Consumer Protection — In Favor

TESTIMONY # 1

Explained yellow page ad scam.

. S Potter: You already consider this a deceptive practice.

P Grossman: That is correct.

S Potter: You want to put it into the code why?

P Grossman: We don't want to argue with these companies. We think the law should be clear
and this new legislation has what is needed. Tennessee has this law.

S Potter: | receive these envelopes and | throw them, but | know they'll continue. So there is
no penalty mechanism.

P Grossman: They will continue, we will have to enforce it, but it will be an easier task. We're
suggesting 51.15 consumer fraud law, so that all the penatties, legal fees.

S Klein: Instead of being deceptive, you have clear, convincing rules to prove they are
deceptive.

P Grossman: That's correct. These solicitations can be made clear and we currently have

. limited resources.
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Hearing Date: January 24, 2007

S Behm: How are you going to stop it?

P Grossman: Have a start with 2 companies. | think we're sending the message. IP.com and
Yellow Pages, Inc. are 2 examples.

S Klein: Same thing as the Labor poster scam. It's a constant battle.

P Grossman: We are suing the company and it is in litigation.

S Andrist: Isn't it a deceptive practice to send a bill and say, “this is not a bill?"

P Grossman: We are plagued by that practice. We have argued that it is. In some cases,
some people just pay the bill.

S Potter: Often the solicitations will ook like they're coming from the government entity.

It “looks” accurate. Are there companies that mask another company?

P Grossman: There is a Michigan company that does business called: “ND Labor Law Poster
Company”. They get a mail box at Mail Boxes Etc. There is no such agency, it is fabricated
name. James Thomas suggested in his pleading that this may be a criminal act, that they may
be representing themselves as Government officials when they're not.

S Wanzek: | was scammed. In the hectic pace, you take and deposit checks. If | don’t pay,

| didn’t solicit it, the “enrollment fees” each month, do | run the risk of collection?

P Grossman: | think you do run the risk. We can't advise the public NOT to pay the bill. We
try to tell them to read between the lines. We try to give the message that it is illegal

Attorney Generals office legally can not tell you not to pay it.

S Andrist: Would you welcome an amendment that states that it's defective actual practice to
send invoices or documents which appear to invoice to personal or service contained on it.

P Grossman: We have no problem with that wording. Maybe need a little time to study it.

8 Klein: It needs to be clear cut, easy to read, you've studied, understand.

S Grossman: Ready to enforce this.
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S Hacker: If we were to at the amendment, are there other interested parties notified of this
bill?

P Grossman: Maybe some that would come out of the woodwork. Haven't had enough time
to say they would be legitimate concerns or not, 80% or more wouldn’t’ be.

Q7? F? Opposition? CLOSE

MOTION Do Pass - S Potter 7 - 0 passed

SECOND - S Behm

CARRIER - S Potter
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Committee Clerk Signature % W

Minutes:

S Wanzek: | make a motion to reconsider and remove the motion to pass.
Motion to reconsider — S Wanzek

Second — S Hacker

S Wanzek suggested an amendment

S Andrist — We could add an amendment?

S Behm: What would that do?

S Wanzek: Involves getting invoice for things not ordered.

8 Klein: We will keep the bill open for the amendment.
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Bill/Resolution No. SB 2266 C
Senate Industry, Business and Labor Committee
[] Check here for Conference Committee
Hearing Date: January 29, 2007

Recorder Job Number: 2177

Committee Clerk Signature

Minutes:

S Klein: We brought it back as we were going to tweek it.

S Potter: We brought it back as we were going to add something about invoices and
statements.

S Wanzek: | emailed Parrell for help in doing the amendment. | need to plan the Janguage in it.
| can be ready Tuesday or Wednesday.

S Behm: | think there is confusion when you get it in the mail.

S Wanzek: It is intentionally sent to confuse people and appears intentional.

CLOSED until Tues or Weds.
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Bill/Resolution No. SB 2266 D
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Hearing Date: January 30, 2007

Recorder Job Number: 2290
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Minutes:

S Klein: 2266 which is the bill we've been holding back on a bit, S Wanzek had some bills
drafted which would address the concerns Parrell Grossman brought up or S Wanzek brought
up and Parrelt addressed.

S Wanzek: Handed out amendment to 2266, simply put it added another section to the bill,
which also includes as a deceptive act or practice with invoice or statement.

MOTION TO MOVE THE AMMENDMENTS by S Wanzek

Second by S Hacker

S Potter: | want to make sure we somehow haven't prohibited purchase orders. | guess it
says, “And not yet ordered.” So it should be ok then.

S Hacker: Is that for CD’s that you didn't order and they send them to you?

Vote on DO PASS AMMENDMENTS 6 —-0-1

Vote on DO PASS AS AMMENDED SB 2266 6-0-1
Motion by S Wanzek

Second by S Hacker

Carrier: S. Wanze




S 777,*}
Date: }1 - ‘Z)‘g ”07 ‘

Roll Call Vote ; l

. 2007 SENATE STANDING COMMITTEE ROLL CALL VOTES

BILL/RESOLUTION NO.

Senate _INDUSTRY BUSINESS & LABOR

AR

Committee

[[J Check here for Conference Committee

Legisiative Council Amendment Number

Action Taken

DO PR

Motion Made By \_B&:ﬁtg ! Seconded By ‘%2_9'\/\'\’7

Senators Yes | No Senators Yes | No
Chairman Klein, Jerry vd Senator Behm, Arthur v
Senator Hacker, Nick VC v Senator Heitkamp, Joel v
Senator Andrist, John v Senator Potter, Tracy v
Senator Wanzek, Terry N

,

Total Yes ;

No O

Absent

Floor Assignment PO_UDA_)

If the vote is on an amendment, briefly indicate intent:

LS




R

Date: {'_ C;Ll “07

Roil Call Vote : !

2007 SENATE STANDING COMMITTEE ROLL CALL VOTES

BILL/RESOLUTION NO.

Senate _INDUSTRY BUSINESS & LABOR

(] Check here for Conference Committee

S215%

Committee

Legislative Council Amendment Number ( ( ]A Qg; Q ] ( J Jgﬂ 22 5 2 Q lZi(l { Qd

Action Taken

—

«<

Motion Made By

Seconded By

Senators Yes | No Senators Yes | No
Chairman Jerry Klein Senator Arthur Behm
Vice Chair Nicholas Hacker Senator Joel Heitkamp
Senator John Andrist Senator Tracy Potter
Senator Terry Wanzek
Total Yes No
Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:




®

@

Date: \ -_Z.LLLPO7
Roll Call Vote : a

2007 SENATE STANDING COMMITTEE ROLL CALL VOTES

BILL/RESOLUTION NO. ag\@@

Senate INDUSTRY BUSINESS & LABOR Committee

[] Check here for Conference Committee

Legislative Council Amendment Number

Action Taken pa% ﬂm Wd mp/yUP
Motion Made By w ﬁm% Seconded By @jﬂd_/w

Senators Yes | No Senators Yes | No
Chairman Klein, Jerry Senator Behm, Arthur
Senator Hacker, Nick VC Senator Heitkamp, Joel
Senator Andrist, John Senator Potter, Tracy

Senator Wanzek, Terry

Total Yes No
Absent
Floor Assignment

if the vote is on an amendment, briefly indicate intent:



78329.0101 Prepared by the Legislative Council staff for
Title. Senator Wanzek
January 29, 2007

PROPOSED AMENDMENTS TO SENATE BILL NO. 2266

Page 1, line 1, replace "section” with "sections” and after "51-15-02.1" insert "and 51-15-02.2"
Page 1, line 7, replace "15-15-02.1" with "51-15-02.1"

Page 1, line 9, replace "which" with "that"

Page 1, after line 10, insert:

"SECTION 2. Section 51-15-02.2 of the North Dakota Century Code is created
and enacted as follows:

51-15-02.2. Sollcitation of payment by blll, involce, or statement of

account due. |t is a deceptive act or practice in violation of this chapter for a person to
send, deliver, or transmit a bill, an invoice, or a statement of account due, or a writing
that could reasonably be interpreted as a bill, an invoice, or a statement of account due,
to solicit payment of money by another person for goods not yet ordered or for services
not yet performed and not yet ordered."

Renumber accordingly

oy

Page No. 1 78329.0101 ;2&3



78329.0102 Prepared by the Legislative Council staff for
Title.0200 Senator Wanzek

January 29, 2007 ,d’l
|-’

PROPOSED AMENDMENTS TO SENATE BILL NO. 2266

Page 1, line 1, replace "section” with "sections” and after "51-15-02.1" insert "and 51-15-02.2"
Page 1, line 2, after "check" insert "and to solicitations of payments due"
Page 1, line 7, replace "15-15-02.1" with "51-15-02.1"

Page 1, line 9, replace "which” with "that"

Page 1, after line 10, insert:

"SECTION 2. Section 51-15-02.2 of the North Dakota Century Cods is created
and enacted as follows:

51-15-02.2, Solicitation of payment by blll, involce, or statement of
account due. |tis a deceptive act or practice in violation of this chapter for a person to
send, deliver, or transmit a bill, an invoice, or a statement of account due, or a writing
that could reascnably be interpreted as a bill, an invoice, or a statement of account due,

to solicit payment of money by another person for goods not yet ordered or for services
not yet performed and not yet ordered."

. Renumber accordingly

Page No. 1 78329.0102
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REPORT OF STANDING COMMITTEE (410) Module No: SR-21-1610
January 31, 2007 9:47 a.m. Carrier: Wanzek
Insert LC: 78329.0102 Title: .0200

REPORT OF STANDING COMMITTEE
SB 2266: Industry, Business and Labor Committee (Sen. Klein, Chalrman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(6 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING). SB 2266 was placed on the Sixth
order on the calendar.

Page 1, line 1, replace "section" with "sections™ and after "51-15-02.1" insert "and 51-15-02.2"
Page 1, line 2, after "check” insert "and to solicitations of payments due”

Page 1, line 7, replace "15-15-02.1" with "51-15-02.1"

Page 1, line 9, replace "which" with "that"

Page 1, after line 10, insert:

"SECTION 2. Section 51-15-02.2 of the North Dakota Century Code is created
and enacted as follows:

51-15-02.2. Sqlicitation of payment by bill, invoice, or statement of account
due. It is a deceptive act or practice in violation of this chapter for a person to send,
deliver, or transmit a bill, an invoice, or a statement of account due, or a writing that
could reasonably be interpreted as a bill, an invoice, or a statement of account due, to
solicit payment of money by another person for goods not yet ordered or for services
not yet performed and not yet ordered.”

Renumber accordingly

{2) DESK, (3) COMM Page No. 1 SR-21-1610
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Bili/Resotution No. SB 2266
House Industry, Business and Labor Committee
[[] Check here for Conference Committee
Hearing Date: March 7, 2007

Recorder Job Number: 4530

Committee Clerk Signat ) . A
orenr (M N Obtria=—

Minutes:

Chair Keiser opened the hearing on SB 2266.

Parrell Grossman, Attorney General’s Consumer Protection & Antitrust Division:
Support SB 2266. See written testimony #1.

Rep. Kasper: Is it the intent that the ND businesses are defrauded in the future under this
type of scenario that when you make a recovery, you will reimburse the business persons for
their losses?

Parrell: | would say yes, we almost always seek restitution for the business. Our intentis to
make restitution available.

Rep. Kasper: If you don't contact the businesses that you're aware of, and the business
owner doesn’t know this has occurred, how does the business owner ever get their money
back?

Parrell: I'll use the example of the fake invoices, we think it's a deceptive practice, but it's not
all that clear under the statute, so you have to make a decision to either litigate, or reach a
settlement. All of those companies are going to litigate with you if right out of the box you say

what we'd like is a refund for every ND business that paid an invoice to you in the last 2 years.
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They will readily agree to resolve the complaints with the consumers who come forward, and
complain.

Rep. Kasper: That is precisely why your department aught to be representing those business
people, all of them. If you need to litigate so you get a judgment against them for all of those
business people, rather then just the ones that come forward, or the ones that contact the
company again. If they have no knowledge of it, then you're putting the ones on that business
person who has been defrauded under ND law to take his or her own action, rather then you
getting the action done under one case. If you have the ability to impose fines and penalties,
as well as restitution, why wouldn't you want to look at every case like this, and do the best you
can to recover all the dollars for all the business people in ND?

Parrell: First, | would mention that the practice | have described is similar throughout the
country. In networking with all of my coileagues throughout the country, and in most situations
on these kinds of questionable cases where there isn’'t a specific law prohibiting a practice,
they often reach similar agreements, and find that these companies won't intern to these
settlements. You make an excellent point about the litigation, and we do our best to prioritize
our cases, and our workload to go after all of those companies, but the reality is we simply
don't have resources for a case like that. | have 10 other cases that are much better cases
where | could get recoveries, where | can prove my case, where | can get penalties, and
restitution, as opposed to a situation like this to litigate for 2 years with a company when you
don’t have a clearly defined statutory prohibition.

Rep. Kasper: My questions were under the assumption that this bill passes, not under current
law.

Parrell: If this bill passes and becomes law then yes, we would require absolute complete

restitution for every business, and same thing with the promotional check solicitation.
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Rep. Johnson: On sections 3 and 4, because an emergency are in the ones that are effective
June 1, if it's signed by the Governor, and declared an emergency, it would go into effect then.
Is there a conflict there?

Parrell: | think the legislation initially had the provision for the act to become effective June 1,
and then the Senate IB&L. committee added the emergency clause, so it would be my
understanding that if it is now passed by the House, that it would take effect immediately upon
signature of the bill.

Rep. Keiser: | don't disagree, but this is a contradictor. You've got 2 days in effect, section 3
shouid be struck, and section 4 should be renumbered section 3.

Rep. Kasper: Doesn't that mean that if the emergency clause does not pass, the act
becomes effective June 1.

Rep. Keiser: Yes, it is in that type of predicament. | don’t know, we’ll check on it.

Rep. Zaiser: We're talking about business fraud. I'm assuming this would apply as well to all
residential or individual fraud cases as well.

Parrell: Yes, and | focused on business fraud, because these two scans are targeted at
business, but it's certainly possible that an individual who operates his, or her business under
his, or her individual name could be targeted by this. It's not necessarily something that would
impact a consumer, because consumers typically wouldn’t advertise for services through a
company like an internet, or yellow pages.

Rep. Zaiser: | got one of these false invoices as a consumer for some magazines that | didn’t
order, and | was billed for them.

Parrell: That already would be prohibited, or would be a deceptive practice, and something

. you can file a complaint about.
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Rep. Vigesaa: | have gotten these at our business several times, and if we just notify the
Attorney General’s office if we're actually receiving, because it says here it's a violation if they
even send them out. Would you pursue that company, even if | did not sign the check, or pay
the invoice?

Parrell: Yes, exactly. By passing this legislation, and having a clear statute to prohibit the
practice, we would immediately contact the company, and inform them that they're in violation,
as opposed to waiting until they conducted business over a period of a month, and then
contacting them to enforce the violations.

Rep. Keiser: What's the penalty for this? This isn't under the fraud division.

Parrell: The penalty would be that the court could impose fines of up to $5,000 per violation,
and the reason that is the penalty is that these sections would be under the Consumer Fraud
L.aw, and subject to all of the sanctions in that particular chapter.

Rep. Keiser: Why isn't this behavior fraudulent under our current code?

Parrell: We would argue it is, and that's why we've been involved in a number of multi-state
investigations with a number of states throughout the country, and have entered into a number
of agreements for restitution, and penalties. Unfortunately, because there isn’t any law that
specifically prohibits these practices, these companies litigate with us.

Rep. Ruby: Doesn't that put you at risk with the cases that you have pending? They would
say you admit it wasn't in your law previously, because you would advocate the afterwards,
and of course you can't apply new laws to something that wasn't supposedly against the law at
the time when it was committed.

Parrell: We hear that all the time, as well as the other states hear those same kinds of things.
If this was prohibited, surely there would be a statute in your state prohibiting this, and those

are the claims they make.
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Rep. Ruby: | understand that, but I'm saying your cases pending at this time.

Parrell: We do have a couple of investigations pending, as well as the cases we've already
settled. We would just argue that the practice was illegal, and now the legislature has spoken
more clearly on the issue.

Rep. Keiser: We have fraud law, and it should be general, and cover all fraud. Now, you're
telling us that we now have to go through and say this is, and this is, instead of it being fraud.
So, we're going to have to add to the Century Code every specific instance, so that we can say
that we did address it in our code as fraud.

Parrell: I've been in this position for 11 years, and | think this is the first session that the
Attorney General, or | have ever brought forward specific provisions that we thought needed to
be now included in the statute. One of the most difficult things about the enforcement by
consumer protection is often looking at something, realizing it's deceptive, realizing it's wrong,
but then deciding how you're going to prove that. In many cases that's what happens with our
analysis under the Consumer Fraud Law is you just generally have to go in, and argue that
something is deceptive. We're always comfortable with that, but the trends seem to be that if
you can put your finger on it, and specifically prohibit it, then why have to argue some of these
cases.

Rep. Johnson: In order for it to become effective June 1, you have to add emergency clause
language in there also. | would move a do pass.

Rep. Thorpe: Second.

Rep. Nottestad: If that section 3 were not there, and with the emergency clause, wouldn't it

become effective immediately?
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Rep. Keiser: If the emergency clause passes it will carry. If the emergency clause fails by the
2/3 vote, it would go into affect on June 1. If you take out section 3, it would become effective
in August.

Rep. Boe: | understood it different. In order for us to have an effective date other then
August, we have to have the emergency, in order to make this June 1 work.

Rep. Keiser: So, you think it's going to go June 1, even if the emergency clause passes?
Rep. Boe: That's the way | understood that.

Jordan Schuetzle. Intern: Anytime you have an effective date before the constitution, and
the act of the effective date need to declare, and write it in the emergency. [f that effective
date June 1 is eliminated, then it would go to the law upon on the Governor signing it. As itis
now, it'll go into effect on June 1.

Parrell: Can | suggest that the committee just remove the effective date June 1. That's
originally what we placed in there, and then the committee added the emergency clause, and
we'd like to see that emergency clause.

Rep. Keiser: To do that we'd have to have the person making the motion, and the one that
seconded it to withdraw their motion.

Rep. Johnson: | withdraw my motion.

Rep. Thorpe: | withdraw my second.

Rep. Johnson: | would move an amendment to delete section 3.

Rep. Boe: Second.

Voice vote was taken, amendment adopted.

Rep. Johnson: | would move a do pass, as amended.

Rep. Thorpe: Second.

Roll call vote was taken. 14 Yeas, 0 Nays, 0 Absent, Carrier: Rep. Dosch
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REPORT OF STANDING COMMITTEE (410) Module No: HR-43-4669
March 7, 2007 3:35 p.m. Carrler: Dosch
insert LC: 78329.0201 Titie: .0300

SB 2266, as engrossed: Industry, Business and Labor Commitiee (Rep. Keiser,
Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended,
recommends DO PASS (14 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING).
Engrossed SB 2266 was placed on the Sixth order on the calendar.

. REPORT OF STANDING COMMITTEE

Page 1, line 3, remove "to provide an effective date;"
Page 1, remove line 18

Renumber accordingly

{2) DESK, {3) COMM Page No. 1 HR-43-4669
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SENATE INDUSTRY, BUSINESS AND LABOR COMMITTEE
SENATOR JERRY KLEIN, CHAIRMAN
JANUARY 24, 2007

TESTIMONY BY
PARRELL D. GROSSMAN
DIRECTOR, CONSUMER PROTECTION AND ANTITRUST DIVISION
OFFICE OF ATTORNEY GENERAL

Mr. Chairman and members of the Senate Industry, Business, and Labor Committee. |
am Parrell Grossman, Director of the Attorney General's Consumer Protection and
Antitrust Division. | appear on the Attorney General's behalf in support of Senate Bill
2266.

This legislation prohibits a deceptive practice that targets North Dakota businesses.
These generic "yellow page” companies, offer “yellow-page” advertisements in both
print and on-line directories. The solicitations are conducted through “live” activation or
promotional checks. Businesses receive the small checks, usually for about $3.50. On
the back of the checks in fine print above the endorsement line, is language stating that
by depositing the check the recipient is agreeing to purchase advertising in a print or
online directory. The fine print also authorizes the company to bill the North Dakota
businesses the monthly or annual fees in advance. The charges, for example, might be
$39.99 a month, or $199 a year. Attached is a sample promotional check solicitation.

When the Attorney General uses the term “North Dakota businesses,” the term includes
other North Dakota entities such as churches, which are targeted and victimized by
these promotional check solicitations.

These promotional check solicitation companies trick a business into unwittingly
purchasing advertising services that the business did not intend to authorize and would
not consider worthwhile if the business actually reviewed the services offered or
provided. Most, if not all, of the businesses that file complaints with our office, or that
we contacted during our investigations, have no idea they “purchased” such services or
otherwise were not aware they were advertising in these directories. Some of these
North Dakota businesses have been paying the advertising fees for months, or even
years. Businesses simply routinely stamp or endorse these checks without realizing
they are authorizing the services and the billing of the fees.

The Attorney General's Consumer Protection Division has investigated several of these
companies, and is continuing to investigate other similar companies using similar
promotional check solicitations. | have attached two News Releases that explain the
Attorney General's investigations and/or legal actions in two instances. Please note
that, including North Dakota, 34 states participated in one legal action, and 26 in the
other. This demonstrates broad disapproval of these promotional check solicitations
and a combined belief these practices are deceptive. In both of these cases, the
companies agreed to discontinue the use of the promotional or “live” activation checks.

A
AN




‘Th-e Attorney General would like you to realize how rampant these promotional check
solicitations are and the significant adverse economic impact on our businesses.

First, the Yellow Pages, Inc. (YPI) case: Between January 1, 2003 and October 21,
2005, over 60,000 checks were sent to North Dakota businesses. 1,010 were cashed,
resulting in billed charges to North Dakota businesses of approximately $181,000. 276
businesses paid YP! $40,000 for these advertisements.

Next, YP.com: From January 1, 2001 to August, 2006, YP.com sent 171,311 checks
into North Dakota. 4753 checks were cashed by North Dakota businesses. YP.com
received 1984 requests to cancel accounts.

The Attorney General believes we should not have to continue to investigate, litigate,
and enjoin these deceptive practices. The Attorney General, instead, believes it is time
to enhance protections for the North Dakota business and other victims and prohibit
these promotional check solicitations for advertising services.

The Attorney General respectfully asks the Senate Industry, Business and Labor
Committee to give Senate Bill 2266, a “Do Pass” recommendation.

Thank you for your time and consideration. | would be pleased to try and answer any

questions. .

&
g:cpatparrellVegislation 200Tpromotional check solicilationsisb 2266 senate lestimony.doc /



@

@

NEWS RELEASE FOR IMMEDIATE RELEASE

April 26, 2006 Contact: Liz Brocker
(701) 328-2210

STENEHJEM REACHES SETTLEMENT WITH YELLOW PAGES, INC.
REGARDING “LIVE CHECK” SOLICITATIONS

BISMARCK - Attorney General Wayne Stenehjem, in cooperation with 26 other states,
has entered into a settlement agreement with Yellow Pages, Inc. and Electronic
Directories Company, enjoining the companies from sending businesses deceptive “live
check” solicitations for advertising purposes. Both companies are owned by John Wurth
of Anaheim, California.

“We will not permit these companies to unwittingly trick our North Dakota businesses
into purchasing advertising services in worthless directories,” Stenehjem said. Yellow
Pages, Inc. which produces both print and online directories, mailed North Dakota
businesses unsolicited checks in typical amounts of $3.47 or $3.49. The checks
contained inconspicuous disclosures that did not clearly explain the solicitations or
obligations to the businesses for endorsing the checks. Businesses endorsed such
checks without realizing that by depositing the checks they were entering into contracts
with Yellow Pages, Inc. for up to $199 for an annual listing in the printed directory, or the
online directory at www.YellowPagesInc.com.

This agreement now prohibits the use of future “live check” solicitations. North Dakota
businesses that deposited the checks but have not paid for the services will be removed
from Yellow Pages' customer list, and will not have to pay for the alleged services.
Business customers will have to opt-in for future “renewals.” North Dakota businesses
who paid the Yellow Pages invoices will receive a full refund if they file a complaint
within 60 days. Complaints are available at www.ag.nd.gov or toll free at 1-800-472-
2600.

“This legal action sends a clear message that North Dakota will not tolerate these
deceptive business solicitations. The practice of sending small checks to entice
consumers is becoming more prevalent. While not all such solicitations are illegal or
deceptive, businesses and individuals both should be very careful about negotiating
minimal checks that result in unwanted, questionable, or worthless services,”
Stenehjem said.

According to Parrell Grossman, Director of the Attorney General's Consumer Protection
Division, the Attorney General's Office has received 43 complaints and has been
investigating Yellow Pages, Inc. since October, 2004.
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NEWS RELEASE FOR IMMEDIATE RELEASE

December 19, 2006 Contact: Liz Brocker
(701) 328-2210

STENEHJEM REACHES SETTLEMENT WITH YP CORP. FOR
DECEPTIVE BILLING

BISMARCK - Attorney General Wayne Stenehjem has reached a settlement with
Arizona based YP Corp. doing business as YP.com in which North Dakota businesses
will receive refunds for alleged deceptive billing practices. North Dakota joined 33 other
states in the agreement with YP Corporation and its subsidiary, Telco Billing, Inc., doing
business under the name YP.com.

Stenehjem alleged that YP.com sent businesses ‘live” activation checks in the mail,
payable to the business for a small amount, usually around $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 in its
online yellow-pages directory. The fine print also stated, that by depositing the check,
the recipient authorized YP.com to bill the monthly fees in advance. The fees were
charged to the telephone bili or were debited from the bank account of the business.

“The mailing did not properly disclose to the thousands of North Dakota businesses that
received it, that by endorsing and depositing the check, the business was agreeing to
be billed for an online yellow-pages directory service. | believe this practice was
deceptive so I'm pleased we reached an agreement for YP.com to discontinue the
practice and issue customer refunds,” Stenehjem said.

YP.com has agreed to send current customers being billed a letter and a claim for a
refund of up to four months of payments. These current customers should be contacted
by YP.com by letter in the next two weeks. Stenehjem has received $9,000 to distribute
to North Dakota businesses that are not current customers, but may be entitled to
refunds. According to Stenehjem North Dakota will also receive $15,000 for attorney's
fees and investigation costs in lieu of civil penalties.

Parrell Grossman, Director of the Consumer Protection Division, handled this matter on
behalf of the Attorney General's Office. “We caution our North Dakota businesses to
not deposit ‘live’ activation checks without carefully reading the endorsement and
understanding the consequences of depositing such checks,” Grossman said.

The deadline for filing all claims is February 28, 2007. Customers may download a
claim form at www.ag.nd.gov or contact the Attorney General's Consumer Protection
Division toll-free at 1-800-472-2600 or 701-328-5570 for information on refund claims.
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HOUSE INDUSTRY, BUSINESS AND LABOR COMMITTEE @ g
REPRESENTATIVE GEORGE J. KEISER, CHAIRMAN
MARCH 7, 2007

TESTIMONY BY
PARRELL D. GROSSMAN
DIRECTOR, CONSUMER PROTECTION AND ANTITRUST DiVISION
OFFICE OF ATTORNEY GENERAL
IN SUPPORT OF
ENGRQOSSED SENATE BILL NO. 2266

Mr. Chairman and members of the House Industry, Business, and Labor Committee. |
am Parreli Grossman, Director of the Attorney General's Consumer Protection and
Antitrust Division. | appear on the Attorney General's behalf in support of Engrossed
Senate Bill 2266.

This legislation prohibits a deceptive practice that targets North Dakota businesses.
These generic “yellow page” companies, offer “yellow-page” advertisements in both
print and on-line directories. The solicitations are conducted through “live” activation or
promotional checks. Businesses receive the small checks, usually for about $3.50. On
the back of the checks in fine print above the endorsement line, is language stating that
by depositing the check the recipient is agreeing to purchase advertising in a print or
online directory. The fine print also authorizes the company to bill the North Dakota
businesses the monthly or annual fees in advance. The charges, for example, might be
$39.99 a month, or $199 a year. Attached is a sample promotional check solicitation.
(Exhibit 1.)

When the Attorney General uses the term “North Dakota businesses,” the term includes
other North Dakota entities such as churches, which are targeted and victimized by
these promotional check solicitations.

These promotional check solicitation companies trick a business into unwittingly
purchasing advertising services that the business did not intend to authorize and would
not consider worthwhile if the business actually reviewed the services offered or
provided. Most, if not all, of the businesses that file complaints with our office, or that
we contacted during our investigations, have no idea they “purchased” such services or
otherwise were not aware they were advertising in these directories. Some of these
North Dakota businesses have been paying the advertising fees for months, or even
years. Businesses simply routinely stamp or endorse these checks without realizing
they are authorizing the services and the billing of the fees.

The Attorney General's Consumer Protection Division has investigated several of these
companies, and is continuing to investigate other similar companies using similar
promotional check solicitations. | have attached two News Releases that explain the
Attorney General's investigations and/or legal actions in two instances. (Exhibits 2 and
3.) Please note that, including North Dakota, 34 states participated in one legal action,




and 26 in the other. This demonstrates broad disapproval of these promotiona!l check
solicitations and a combined belief these practices are deceptive. In both of these
cases, the companies agreed to discontinue the use of the promotional or “live”
activation checks.

The Attorney General would fike you to realize how rampant these promotiona! check
solicitations are and the significant adverse economic impact on our businesses.

First, the Yellow Pages, Inc. (YPI) case: Between January 1, 2003 and October 21,

2005, over 60,000 checks were sent to North Dakota businesses. (1,010 were cashed,

resulting in billed charges to North Dakota businesses of approximately $181,000. 276

businesses paid YPI $40,000 for these advertisements. —_
“ T

Next, YP.com: From January 1, 2001 to August, 2006, YP.com sent 171,311 checks

into North Dakota, 4753 checks were cashed by North Dakota businesses. YP.com
received 1984 requests fo cancel accounts.

During the Senate Industry, Business and Labor Committee hearing on Senate Bill No.
2266 committee members expressed concerns about the deceptive practice of false or
fake invoices. Committee members, engaged in small businesses, were aware of this
practice and believed it should be illegal.

A common "false invoice" scam involves the sale of expensive subscriptions to trade or
professional journals to businesspeople like physicians or photographers. The con
artists will send a document which looks to the average consumer like a past-due
invoice for a product the consumer must have already ordered. (See attached Eli
Research invoice.) (Exhibit 4.) In reality, the bilt is a fake - with ambiguous, small print
disclaimers - designed to trick the busy smali-business person, or his or her staff, into
thinking they have forgotten to pay a legitimate bill. The con artists contend that it is
merely an offer for a subscription, not an actual bill, and if the victims kept better records
and read the small print they would know it.

Another frequent ploy is for the con artist to contact a business by telephone and
innocently ask the receptionist to confirm the company's mailing address. The
unsuspecting business is then sent an invoice for several hundred dollars for inclusion
in a "business directory” which, even if it does actually exist, has absolutely no
commercial value. If the consumer objects, a tape recording of the confirmation is then
used as "proof" of the order. Many businesses simply pay the invoice to avoid further
harassment; unfortunately, that payment only makes the matter worse. The “invoice
company” simply demands payment again the following year. (See attached Nationali
Business Information Exchange invoice.) (Exhibit 5.)

This practice serves no legitimate purpose. This false invoice practice should be illegal.
For this reason the Senate amended Senate Bill 2266.



O

The Attorney General believes we should not have to continue to use limited state
resources to investligate, litigate, and enjoin these deceptive practices. The Attorney
General, instead, believes it is time to enhance protections for the North Dakota
business and other victims and prohibit these promotional check solicitations for
advertising services and the false invoices.

The Attorney General respectfully asks the House Industry, Business and Labor
Committee to give Engrossed Senate Bill 2266, a “Do Pass" recommendation.

Thank you for your time and consideration. | would be pleased to try and answer any
questions.

g:\cpat\parralllegisiation 2007 pramotional check soliciiatons\engrossed sb 2266 houss lastimany.doc
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Please list my company's information as shown on this check on the
YP.Com Internet website. [ am over |8, nnd authorized to place this
advertisement by depositing this check into niy business account
and by doing so I agree to pay $27.50 per month for this
adyertiserent. I ngree to the Terms of Offer which wera enclased

with this check and authorize Teleo Billing, Inc. to bill such fees in
advance, on the company’s local phone bill or by direct ACH debit
fropgie company’s checking account into which this checle is deposited
i ce with the rules goveming the ACH network. Company

bound by the mles governing the ACH network in effect
a and may revoke its ACH debit authorization at any time,
change billing method or cancel and receive a fitll refund within 120
days by calling 1-800-300-3209.

X

B0 MOT WRITE, STAMP OR SIGN BELUW THIS LIME

AESERVED FOR FINANCIAL INSTITUTION USE °

' FEDERAAL RESERVE BOARD O GOYERNGRS REG €C

A7 Sacurity Hams: Micro-Print Signaturs Lina & Endsrsamani
ix i Ling. Padivgk loun on Lhe frone and Criginal Pocumant.
3zcurily Seraan on tha back.
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EXHIBIT

Pluasa chanss paymant satton: Madical O0ffice
Q Check anchzed Billing and

0 o fEs o u| @ Collections 2lert
Mema an card

Cand oy .

i ) || RENEIVALNOTICE |
Explralton Dela: Nat. Subseription Bursau
Slgnalure; RO, Box 413008

. Naples, FL 34101.3008
TEL: 1-800-874-3180

ILL TO: FAX: 1-800.508.2582

llllllllllllIl”ulIllllllll[l"lll[l]lllx"Illllltlllllllllll

Acrount #: E28344

NIRRT .
[ T T Dlscount Cade#: IGCR11
O RS Dale: 10/6/ 04
SNSRI Yaur Order #: 917837186

Tatal Due: §189,00

RETURN THIS NOTICE WITHYOUR PAYMENTTODAY __ Detschbers  MMSSUIRGAEE
DISC CcODE #: IGCR11 QRDER i TELEFPHONES:
ACCOUNT #: EZ8381 817837138

]

12 issues $249.00 Medical Office Billing and
Collections Alert

O Discount _ ~$€0.00

Ho-r:ﬁ'ﬁ “*URGENT ATTENTION REQUIRED**
, We'ra surprised we haven't received
your payment for the order above,

Send payment today to avald
servies Interruption,

Medical Office Billing and Collectiona
Alert

TOTAL PAYMENT PAST DUE §183.00
Hatlapat Subscription Bureay EXHIBIT

P.0. Box 413006 g

+ PLEASE PAY THIS AMOUNT ¢

Naples, FL 34101-3006
TEL: 1-800-6874-9180
FAX: 1-800-508-2582

Thia It nof an favaice—{F yout requti= an hvoken, planss caf Over 150,000 satisfied

1-800-874-B780 and wa vl provide ano .
: F custamers since 1947, \gfs” fs ?ttt
An Ell Rasearch, inc. publieation, www.coaing nstitute.com

vavw.ellresearch.com

CLISTOMER COPY:  Relaln far your records




EXHIBIT  Remit To: NBIE St

c/o Ydi.?rEompanyListing.com
=3 ' 6226 4th Street
‘Chesapeakg Beach, MD 20732
Phone: (800} 765-0508
Fax: (800} 765-0193
Tax I.D.: 98-0230688

INVOICE

Apr 5 2006 4:58PM

Invoice Number | Customer Number | vendor e sale | Reference |
NBIE-0001356593 } 1121893 38652 Aug 17 2004 2:47PM ] Due Upon REC'Eipt I 1279EVG ]
. ! . ' . ' N ) ’ l

e oo |DEZCTTIOT L unitamd] pisc |
- |Corporate Telecom Directory - 2005/2006 . : B ‘ . $798.00

$399.00
Online Profile - « Company Name . ‘

« Phone Number
» Address .
 Industry Category -
» Secure Emall Transmission
= Bold Character Listing
+ Website Uink
* Link to Google Map
¢ Primary Contact Information
« Baslc Product and Service Information
+ Color Lago
* 120 Chardcter Extra Line {Slogan, specials, etc)
= Year Established .
= Languages Spoken
= Accapted Method of Payments .
. » Company Hlistory
B ' - ' |» Hours of Operation

wr Web Ad: hﬁp:ﬁH
Tax |- 0.00

¥ to the order of: YourCompanyListing.com ' ' T T T etal | $798.00

Monthly:' $66.50 {credit card

_Method of Payment

account only) [ salance Owed (Yearly): $798.00

Check , | Money Order - 103 purchase Order #:

VISA [] MasTER carD | amex
dit Card Number

Type of Card: [ Personal ] Carporate
Credit Card Expiration Date

1 Holder's Name Signature

15 of 1279EVG:

1ine profiles and Web Ads run for a minimum of two years. Cancellation requasts prior ta the expiry of tha two year term carry cancellation and eady tennination
For a dslailed breakdown of all applicable charges please cbtain a copy of our tarms and canditions found al waw.ycurcompanylisting.comfterms php, As a
sure of guaranleéing your Ad's prlority placement and avoiding fate paymen! fees including penaities and interest amounting 1o 1.5% per month compounded
hly, pleasa ensura your payment is remitted within 30 days.



