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FOREWORD

By Attorney General Walter F 0 Mondale

When I established a Consumer Protection Unit in my office in November, 1960,

it was well !mown that many of the laws on the books which gave government power to

work in behalf of the consumer were antiquated and inefficient. We proceeded, never~

theless, to establish our consumer protection program, because the need vIaS great.

At the same time we prepared legislation which ,would update the tools of government

to combat the cheats operating in the market place. We presented a bill to the 1961

session of the legislature which would enable us to take effective action against the

petty deceivers. That bill was never passed by the legislature. We immediately pro""

ceeded to gather material for the presentation,of another proposal to the 1963 session

of the legislature. With that in mind, in the fall of 1961 I appointed a 16comember

Consumer Protection Advisory Council.

The council is composed of leaders in business and labor. Its members represent

a true cross section of our society. Liberals.ll independents and conservatives, labor

interests, business,interests.l' farm interests, civic organizations are all represent=

ed on the council.

The council decided immediately that it wished '~o be a working committee. Its

members served without paY:l undertook extensive travel expenses to meet during the

past ten months and gave time away from their affairs to participate in this program

to satisfy the urgent need of the consumero

The attached report is the product of this effort. It consists of six bills

for legislation in six specific areas. In addition it is recommended that the leg­

islature pass legislation creating a formal consumerfts council to be appointed by

the governor or the attorney general which will continue to examine problems of the

consumer and recommended l.egislative solutions to those problems. The excellence of

the report indicates the amount of work that the council members put into it. The

citizens of Minnesota owe much gratitude to the council for the sacrifices and effort

made in their behalf.



Drafting bills, however, is far from having them enacted into law. In order

to do this, the citizens of the state of Mirmesota must urge their representatives

in the Minnesota legislature to adopt the program recommended by the council. There

will be many special interest groups lobbying against these bills. If the legislators

are left subject only to the pressures of these groups and the people do not speak

in behalf of the recommendations made for thei~ protection, we can have little hope

for the successful passage of these billso I therefore am undertaking a campaign

to educate the people as to the need and meaning of these bills~ so that they in turn

will communicate with their legislators and urge adoption of this program. I urge

all citizens to contact their legislative candidates to indicate their support for

the programo



RES 0 L UTI 0 N

By Attorney General Walter F0 Mondalevs
Consumer Protection Advisory Council

The council, meeting over the course of ten months in eight separate meetings~

considered the proposals made in this report, and~ by the following resolution.ll which

was adopted without negative vote and with only one abstention, and that in the case

of the private trade school reconme!ldation, for~~arded this report to the Attorney

General for his referral to the 1963 session of the Minnesota legislature.

"RESOLVED THAT the attached memoranda and bil.ls be recommended too the 1963

session of the Minnesota. legislature. From now until. consideration of

these proposals by the legislature, the cmIDcil will make itself available

for consultation with i.nterested citizens concerning the matter herein

recommended. The council also wishes to make itself available to co""

operate with the legislature when these bills are consideredo ll



RECOMMENDED LEGISLATION

l?Y Attorney General Walter F. Mondale as
Consumer Protection Advisory Council

I

DEBT PRORATIID

Easy credit is one of the signs and possibly one of the causes of the good
economic times experienced by the United States since the end of World War IIo Statis=
tics shmvlng cumulative :installment debt are now used as an index of economic active
ity. Easy credi.t has enabled malW to enjoy goods which would be outside their reach
without it.

This laxness in granting credit has,9 howeyer,jJ like all good thi.ngs~ been abused
both by debtors and creditors so that there are many who obtain so much credit that
they are :t''1O longer able to meet all payments and still purchase the staples needed
to maintain day to day existence" Su.ch practices create serious sociologic and econom­
ic problems both for the debtor and for the creditor.

·Devices for debtor relief consist of bankruptcy in the extreme and forbearance
. of action by the credit,or in the least. Hcmkruptcy should be the last remedy attempt...
ed;J since it damages both the creditor> in an obvious way and the debtor by injuring
his reputat.ion and ability to obtai.n further credit. Forbearance can. be attempted
through the wage ea.rner ns plan provided by the federal bankruptcy statutes. This
process,. however)1 is expensiv'e bo'th to the debtor an.d to the goverrnnento The debtorVs
attempts to obtain voluntary forbearance are suspect by his creditors)1 since he can
show nothing to indicate that his fina.n.cial responsibility has changed for the better.
He may employ an attorney to perform this service 0 In man.Y' states only attorneys
are permit,ted to undertake the job.

The stat,e of Minnesota.» however" has chosen to permit the conduct of this serv'"
ice by non~lawyer businessmen. Present law authorizes such business and regulates
it to a certain extent.

The Att.orney GeneralUs Consumer ProtectioI). Advisory Council finds)1 however, that
regulation is inadequ.ate under present laws. The Better Business Bureaus of Minna...
apolis and St. Paul" the Attorney Genera.lns staff and 'the office of the Secretary of
State have received compla.ints from debtors who have used private debt proprating
agencies. These complaints disclose that additional regulation of the agencies to
cover the following problems is necessaryg

(1) Maqv of the licensed debt prorating agencies have adopted the practice of
contract)~ wi·th the debtor to receive a stipulated sum per month and then to distrie
bute the sum to the creditors" MaIYy' of t,he li.censed agencies write into the:ir con"
tracts permission to a.ccumulate a reserve of funds" Minnesota Sta.tutes~ Section
332,,09$ pa.:ragraph (2) fails to control the length of time dur:lng which such a
reserve may be kept" because although the period 35' daY1S is the stated period during
which moneys oftha debtor may be held prior to payment to the credit,ors:" the statute
also permits t.he terms or t,he contract to provide 3. longer period of time. As are'"
sult,9 the debt,or ,finds that he has made payments ewer periods up to five and six
months and that 'Very little of these funds have been advanced to the credit,orso Thus~

the debtor finds ,that, m.s payments have been increased by the amount he i,s obligated
to pay t,o the debt prora.t:ing agency but that his debts are not declining.



Inevitably if, the holding of moneys goes on long enough," this will gener,at,'"9 '~l'ed:itor

dissatisfaction and creditors will attempt to ~ue and attach or garnish the property
of the debtor. The prorating agencies maintain that the reserve fund is necessary
to provide against the 'contingency which may occur f,r. one of the creditors becomes
impati19nt for his funds and tries to coIled. the whole debt. In this case if an ad...
equate reserve ::1,13 maintained, the agency can then pay the impatient creditor and pre'"
vent the attachment or garnishment of the daMpor Ys prope:l"ty.

It appears to the Council that this practice has been abused and t.hat in fact the
real reason for the holding of the debtorOs funds is to insure that the agency will
receive its whole ,fee even in the event that the debtor becomes dissatisf:l,ed with the
plano Creation of a reserve causes more dissatisfaction among creditors than it pre=
vents. It is therefore recommended tha:t legislation herein proposed prevent the ac..,
cumulation of an;.v reserve fund .and requ:ire that funds of' the debtor be pai.d to creditors'
within 30 days of receipt.

(2) In many cases the financial responsibility secured by the present requirement
of the $')1000 surety bond is inadequate to prevent loss to debtors participating in
the plan in the event of subsequent bankruptcy or defaul,t by the agencyo Therefore,9
it is the recommendation of the Council that a bond be required in an amount not less
than the highest monthos receipts of the prec€;lding calendar year or $1'.9000.9 whichever
is larger, with the secretary able to set a higher amount)l indemnifying the state and
the debtors participating in the plano

(3) Present statutes provide no limitation upon the fees which may be charged by
the prorating agenqy)l nor is there any requirement in present legislation that fees
charged be based upon the amount of debts liquidated. The present system prevailing
is that tne deb-tor signs the contract with the prorating agency in which all of his
then present debts are listed. A fee ranging from 15 to 20 percent of the outstand",
ing balance of debts is agreed to be paid to the agency by t,he debtor.

This fee is not conditioned upon full performance of the debt liquidation by the
debt prorating agenCY9 nor is the debtor given an opportunity to obtain a reduction
in the fee in the event that he prepays his debts or defaults on the contract. No
provision is made for the failure of the agen.cy to obtain full compliance by all cred""
itors.. ThuS.ll if the agency fails to obtain vqluntary forbearance from one of the
creditors andthat creditor sues the debtor!) g~$hing his wages,9 the debtorOs a.bility
to make payments to the agency is impaired and he must default upon the contra.ct in
1llIlt\Y instances.. Even though he defa.ultS.9 the agency itS still antitIed to its full fee
based upon the total balance of debts. If the agency has failed to build a reserve
necessary to cover its fees it will soon bring legal action against the debtor compoundCD
ing his troubles.

It is the opinion of the Council, therefores that legislation must place a ma.rlmum
limit ,upon the fees to be charged the debtor. The coun.cil recommends the figure of 15
percent.. It is also the opinion of the Council that the debtor shou.ld be given the
opportunity to 'cancel his contra.ct with the agency should the agency fail to obtain

. participation by the creditors Which the debtor wants included)l since failure to obtain
participation not only does the debtor no service,9 but in fact does him a disservice.

Furthel")1 the Council recommends that the i;'ees charged by the agency be limited
to the ma:x:imwn percentage multiplied by the s~ount of debt actually liqtddated through
the plan and that a redu.ced fee be charged upon debts which ue actua,lly unliquidated
even though the plan be terminated by the debtor. In the event of prepayment of debts
or of teI"Illination of the plan contrary to the contract between t,he debtor and the agen'"
CY.ll a provision ia made for partial payment to the agency for costs incurred in arrangeD
ing the compliance of creditors.

c:> 5 =



(4) At t,imea an agency is able to obtain a comprom.i.se of the claim of the cred...
itor again,5:t the debtore Instances have been reported where the benefit of such com­
promise i.l5l neither reported to the debtor nor credited to hime New legislation should
require that a compromise of debts be reported and credited to the debtor.

The present requirement of Minnesota Statutes 332.08 should be retained. This
section req~tres that the agency keep books~ accounts and records which will enable
the Secretary of state or the county attorney to determine whether the provisions of
the a.ct have been complied with.

(5) The erl~ting legislation requires that prior to licensing, the county attar""
nay of the county in which the agency intends to locate approve the application of'
the agency for license prior to i.ts issuance. The statute does not make clear, how­
ever,9 whether an agency licensed in one county may then locate branch offices in other
counties regardless of the lack of permission obtained from the county attorney in
the county :i.n which the proposed branch is to be located. The statute should make
it clear that the permission of the county attorney of each county in which a branch
is to be located must be obtained before license to operate such branch may be obtained
from the Secretary of State.

(6) Appearances where made before the Council by representatives of socia.l serv...
ice organizations and retail credit bureaus Who are operating financial planning serv~

ices on a non..,profit basis. It is the opinion of the Council that these orgaIrlzations
are doing an honest and efficient job and tha.t the regula.tion provided herein should
not apply to such organizations if operated a~ non~profit corporations.

(7) There remains a question whether the operation of a debt prorating agency by
non""lawyers is the unauthorized practice of" law. The legislature in providing legis­
lation permitting the licensing and regulation of such agencies under present statute
has expressed its opinion that such operation is not the unauthorized practice of lawo
The questionj/ however J/ is open to re.....evaluation by 'the legislature.

It is recommendedJ/ however, that the attached statute replace present law if the
legislature determines that debt prorating does not constitute the unauthorized
practice of" lawo



A BILL

FOR AN .ACT RELl\.TING Iro THE DEBT PRORAT"ING
AND FINANCIAL PLANNINJ SERVICE.9 REPE"lI.1ING
MIN.NESOTA S'l'ATUTES 19619 SEC'l'IONS 332004
THROUGH J32010 AND 332011)) SUBDIiTlSION 20

BE IT ENACTED BY THE LEGISLA:r'l'RE OF' THE STA'rE OF MINNESOTA ~

Section 1. [DECLARA.TION OF POLICy.J The Busirle:ss of r*?il1dering f:ina.rwial plan..
Ding service by compromi.singy set,tl:ings adjustirJg.l' pro:r.g.t.ing or liquida.ting the in=
debtedness of a debtor is a ffia."tt,!::iJ:" of public interest and concern and is subject to
regulation and control :1.11 the publi.c :interest 0

Sec 0 2. [DEFINITIONS.~ Subdivision 10 :Wl'rrds j te:rms and ph1"\ases 0 The .follow...
ing words!! terms and pp..rasesj) ""'There u.sed :In thi.s act shall ha:ve the mean.ings ascribed
to them in this sectiono

Subd. 2 0 [Fi:rnmcial Plan.:aing serviceo] RBJ?inancial pla.nni.ng service!R means the
planning and management of the financial affairs of an individualp and the distribu""
tion of money to the creditors thereofj) or acting as the agent of an individual in
the distribution of his :income ·to his creditors:> whether or not the person so acting
receives a fee or charge for such services. Arq person~ partnership:> association or
corporati.on so engaged shall be deemed 'to 'be rendering lRfinancial planni.ng service 0 Ii

This term shall nO'fj be deemed to include t,he following when engaged in the regular
course of their respective business8Ls and pro;.fessions:

(a) Attorneys at law"

(b) BaJ.1ksjl state or national)) duly aut,ho:r,oized t.o transact business :Ln the ~rt8"te

of Minnesota;

(0) Emplqyees of licensees under this act,

(d) Judicial officers or others a.cting pursuant too cou.rt, order.~

(e) Nonprofit corporaotio:n,s.w0rga..'l1ized undE!:r Minnesota. Statutes 1961" Chapter 317"
gtving fir.~cial planning serviceo

Bubd. 3 Q [Secretia:ry oJ RRSecretaryt.! means the secretary of state of the state of
Mirmesota.

Subd. 40 [IndividuaL] R!Individual il means the debtor for whom the fin&'1cial
planning service is performed.

Subd. 50 [Person.] !!Person.1! means aqy individual., firm, partnership.\l association
or corporation 0

Sec. 3 Q [REQUIREMENT OF LICENSE 0 ] On or after ~rt1ly l.\l 1963 i't shall be u.nlawful
for any person to operate a financial plarrrdng service or engage in said business as
herein defined except as authorized by 1m] and withou'!, .first having obtained a license
as hereinafter providedQ

Sect. 4. [LICENSE.] SUbdi:viBion 10 [Application.] Appl::Lcai:;ion for a license
to operate a financial pla:rm.J.ng service in this state shall be made to the secretary



and shall be in writing.\' under oath, and i,n the form prescribed by the secretary.\'
and shall contain the full name and address of the applicant and;; if the applicant
is a partnership or association~l of' every member thereof and\, if a corporation,~ of
each officer.\' director and shareholder owni,ng more than 25% of outstanding common
stock thereof, the appl:icat,ion shall also contain t,he courrty and muni,cipa.lj,ty with
street and number J if arry[} where the business is to be condnc'ted, and such other per""
tinent information as the secretary may requireo

Subdo 20 [Fee$' bondo] Each applicant,$' at'Ghe time of making such application~
shall pay to the secretary the STIrn of $30000 as a fee for iriVestigation of the appli""
cant.\' and the additional sum of $100000 as a license fee 0 Every applic,ar1t shall sub""
mit to the SecretarY', at.. the time of the application for a license)'} a bond to be approv""
ed by the secretary in which the applicant shall be the obligor jJ in a sum not less than
the highest monthus receipts in the preceding calendar year of operation. or $15$000000$
whichever is larger;; or in SUclJh larg(=-r amount as the secretary may requj.re}) and in
which an insUI'ance company,l) which is duly authorized by 'the state of Minnesota$ to
transact the business of fidelity and surety insurance '\i.rhal1 be a surety,; provided..
however,\l the secretary may accept a deposit in cash equal to the bond requirement in
lieu of the surety bond, such sum to be deposited with the sta'te treasurer.

Subdc 3. ICondition of bond.] The bond shall run to 'the state of Hinnesot,a for
the use of the state and of any person or persons who may have a cause of action against
the obligor by virtue of. the provisions of this acto Such bond shall be conditioned
that said obligor will faithfully conform to and abide by the provisions of this act
and of all rules and regulations laWfully made by the secretary hereunder and pay to
the state and to a.ny such person or persons any' and all money that may become due or
owing to the state or to such person or persons from said obligor under and by virtue
of the prov.i.sions of this act0

Seco 50 [QUALIFICATIONS FOR LICENSEJ Subdivision L [QualJ..ficationsol Upon
the fil:ing of the application and the approval of such bond and the payment of the
specified fees, if the secret~ shall$ upon investigation~ find~

(a) that the financial responsibility.\' experience,\! character and general fitness
of the applicant$ and of the members thereof (if the applicant be a partnership or
association) and of the officers and directors thereof (if the applicant be a corp'"
oration) are such as to indicate in the discretion of the secretary' that the business
will be operated fairly,9 honestly and efficiently within the purposes of trds act,9
and that any other businesses or professions engaged in by the applicant do not create
a conflict of interest with respect; to his ability to represent an individual fairly;

(b) that the applicant jj and the members thereof (if the applicant be' a partner"'"
ship or association) and the officers, directors, and each stockholder owning more
than 25% of outstanding COl'llmon stock (if the applicant be a corporation) have not
been convicted of any crime i:nvolvi,ng _moral 'turpitude and that such person or persons
have not had a record of having defaulted in t.he payment of money collected for othersj)
inclUding the discharge of su,ch debts through bankruptcy proceedingsjJ and that such
person or persons have tully complied with the requirements of this act 9 the secretary
shall thereupon issue and deliver a license to the applicant to engage in the financial
planning service business in accordance with the provisions of thi8 act at the location
specified in the application~ which license shall remain in full force and effect until
it is surrendered by the licensee or revoked by the secretary as hereina£ter providedj
provided$ however, that each license shall exPJ.re by the terms thereof on J'uly 1 next,
following the issuance thereof unless the same be renewed as hereinafter provided.

Subd e 20 [Plural Licenses 0] More than one license may be issued to t.he same
applicant for separate places of business, but separate applications shall be made
for each place of businesse



Sec. 60 [RENEWAL OF LICENSEo~ Each licensee under the provisions of this act
may~ on or before June l.s> make application to the secretary for renewal of its licenseo
Such application for reneV1al sha.ll be on a form prescribed by the secretary and shall
be accompanied by a fee of $100.00 toge'ther w:ith a bond as required in the case of an
original application.

Sec. 7. lLICENSE, DISPLAY AND LOCATIONo] Each license issued hereunder Shall be
kept conspicuously posted in, the place of business of the licensee •. The business ad""
dress may be changed by any licensee upon 10 da:ysij prior wri"t;ten notice thereof to the
secretary.

Sec 0 8Q [DENIAL OF LICENSE oJ Any applica.tion for a license or renewal thereof
hereunder shall be approved or denied within 60 days of the filing of such applicat:ion
with the secretary. If the license shall b.e den.ied, then the appl:ica:rrt sha.ll be so
notified by five days" witt.en notice and shall be given an opportunity to be heard
'thereon before the secretary within 30 days of denial of license.

Sec. 90 [REVOCATION OF LICENSEol Subdiv:~sion L [Grounds.] The secretary shall,
upon five daysij notice to 'the licensee by registered United States ma:il~ directed to
the licensee at the address set forth on the license j stating the contemplated action
and in general the grounds therefore and upon reasonable opportunity to be heard prior
to such action., revoke or refuse to renew' any license issued hereunder if he shall
find that~

(a) aqy licensee has failed to pay the arrnual license fee, or to maintain in
effect the bond required under the provisions of this act or failed to comply with
aqy order, decision or finding of the secretary made pursuant to and within the author""
ity of this act; or that

(b) the licensee has violated any provl.sl.ons of this act or art" rule, regulation
or direction lawfully made by the secreta.ry under and within the authority of this act,j)
or that

(c) a:qy fact or condi<tion exists whic:hJ :if it had existed at the time of the
original application for a license 9 would have warranted the secretary in refusing
its issuance; or that

(d) any applicant or party to an application has made any false statement or
repres.entation to the secretary in applying for a license her~undero

S'libd. 2. [Notification of interested personso] Upon issuing an order revo1d.ng
a. license issued hereund.er~ the secretary shall notify all individuals who have con...
tracts with such licensee and all creditors Who have agreed to a plan of forbearance
that such license has been revoked and that the order of revoca.tion is subject to
appeal~

Subd 0 3G [Receive funds of licensee 0] When an order is issued revoking the Ii...
cense of a licensee hereunder.s> the secretary shall issue an order appointing a receiver
to receive the assets of such licensee pending a final determination of the validity
of the order of revocationo If such order is finally upheld, the receiver so appoint...
ed shall make a prompt and fair distribution of assets.

Sec 0 100 [CONTRACTS 0] Each contract entered into by the licensee and the individ""
ual shall be in writingG The licensee shall furnish the debtor with a copy of the writ=
ten contract Which shall S$t forth (1) the charges agreed upon for the services of the
licensee, (2) the terms upon which the debtor may cancel the contract as set out in
section 12 hereof~ and (3) such other matter as the secretary may require by rule or
regulation.

=9 ... ST



Subdivision 1.
hereunder
Ghall be en-

Sec. 11. [BOOKS, RECORDS, AND INFOR11ATION.J Each li.censee hereunder shall main­
tain and shall ·make available to an individual records and accounts which will enable
such individual to ascertain the amounts paid to the creditors of the individual. A
statement showing the total amount received and the total disbursemerrcs to each cred­
itor shall be furnished by the licensee to any individual upon request therefore by
said individual. Each licensee licensed hereunder shall issue a receipt for each pay.
ment made by the individual to the licensee. Each licensee shall prepare and retain
in the file of each debtor a written analysis of the debtor's income and expenses to
substantiate that the plan of payment is feasible and practical.

Sec. 12. [FEES AND CHARGES OF LICENSEES AND CONTRACT CANCELLATION.]
[Cancellation.] An individual may cancel the contract with the licensee
upon 30 days' written notice to the licensee in which event the licensee
titled to such charges as aTe provided herein.

Subd. 2 [Approval of plan.] In no event shall more than the prorated service
charge for one month be payable by the individual unless a plan of payment of his
obligations shall have been accepted by his creditors to an extent satisfactory to
the individual and approved by him in writing.

Subd. 3. [Proportionate fee.] From each sum periodically deposited with the
licensee by the debtor, the licensee shall withdraw as a fee no more than an amount
equal to the proportion which the total fee under the contract bears to the total in­
debtedness to be liquidated under the contract. In no event shall total fees exceed
15% of disbursements made by the financial planning service.

Subd. 4. [Remission of funds. Reserve J Each licensee shall remit the funds
received by it less the amount withheld for current fees as determined in subdivision 3,
above, to the creditors of the debtor within 30 days after receipt of such funds. No
licensee shall retain a reserve of such funds for any reason whatsoever.

Subd. 5. [Credit after cancellation or prepayment.] In the event of prepayment
of the listed debts or cancellation by the debtor or in the event of cancellation by
the licensee after iiillful default by the debtor for a period of 45 days, the debtor
shall be entitled to a credit on the agreed service charges of 60 percent of the charges
due for the unexpired term of the contract at the time of such prepayment or cancelA
lation and the balance of the charge shall be then due and payable to the licensee.

Sec. 13. [PROHIBITIONS .J Subdivision 1. [False Advertising. ] No licensee shall
advertise in any manner whatsoever, whether written or oral, any statement or represent­
ation 'With regard to the rates, terms or conditions of financial planning service which
is false, misleading or deceptive.

Subd. 2. [Tie ...in sales oj No licensee shall require as part of the agreement
between the licensee and an individual the purchase of any services, stock, insurance,
commodity or other property or any interest therein.

Subd. 3. [Compromise of debts.J Arw compromise of debts arranged by the licensee
between the debtor and creditor shall be reported to the debtor and shall inure solely
to his benefit. The licensee shall obtain the written consent of the debtor prior to
any such compromise.

Se'c. 14. [RULES AND REGULATIONS.] The secretary shall make and file in accordance
with the provisions of Hinnesota Stat1!l.tes, 1961, Chapter 15, the Administrative Pro­
cedures Act all reasonable rules and regulations as shall be necessa~ for the adminisA
tration of this act.

... 10 ...



Sec" 15" [PENALTIES.] Any person willfully violating any of the provisions of
this act shall be deemed guilty of a gross misdemeanor and shall be punished by a
fine of not more than $500,,00 or by imprisonment in the county jail for not more than
one year or by both such fine and imprisonment.

Sec. 160 [CONTRACTS VOIDo] Any contract for financial planning service as de..,
fined in this act made by an unlicensed person shall be null and void and of no legal
effect.

Sec" 17., [INJUNCTION.,] To engage :i.n a financial planning ser'lJiee busIness 'with..,
out a validJl existJng li,cense so to do is hereby declared to be inimical to 'the publi.c
welfare and constitute a public nuisance" The secret,aryJl the attorney general of the
state of Minnesota or the county a,ttorney of any county in the sta-1:i8 of Minnesota may
apply for an injunction in distric't COUl"'t to enjoi.n any person from engaging in said
business and a:rry such ctmrt may :issue temporary or permanent injunctions as the eir""
c:umstances shall requ.:ire., Su.ch ip..,junction proceedings shall be in addi.tion to and
not in li.eu of penalties and remedies otherwise provided in this acto

Sec 0 18" [INVESTIGATION oJ The secretary may from time to time examine the 'books
and records of every licensee hereunder and of a:rr;;' person engaged in t,he busJ.ness of
f:inancial planning service as defined in section 2 of this act." The secretaryfI once
during a:ny calendar year!) may require the submission of an audit prepared by a cert...
ified public accountant of the books arrl records of each licensee hereundero The
secretary ~hall require once each year this submission of a statement of records
certified by the applicant~

SeCH 190 [EFFECTIVE DATEJ This act shall become effective on the first day of
JulYJl 1963"

Sec. 200 [REPEALJ Mirmesota Statutes 1961jl Sections 332,,04 through 332010 and
332011$ Subdivision 2 are repealed as of the day this act becomes effective.
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order is not based on substantial evidence 0 In other '~'JOrd89 the di~'Sltrict, court is
not permitted to hear new evidence and try the matter anm,T" It, ean o:tl1y consider the
CommissionerRs action based upon the evidence presented t.;oche Conmlissioner at, the
hearing and upon such revie'!'! decide whet,her an u:oreasonable order vms issued or that
the Comnrl,ssionerRs descretion '!rl"as abused 0 The district C011T"ts of the s'Gate axe g:iven
power to enjoin violations of the act.s a.nd vi.olations of the act are made a gross
mi.sdemeanor pumshable by a fine of $500 or i.mprisonment not 8xceed::Lng one y'ea:l:",~ or
bathe

The act is designed to cover all edu,cational facilities which are not n01nY adequate""'
ly regulated as to truth in selling and as 'to minirm1Yll standards 0 For 'i~his reason, ~ the
act does not exclude certain schools which were excluded in the present stiatu:te. sec""
'tion lL~L01~ such as priva:te trade schools engaged exclusivel;r in thetea,ching ~,f
business subjects, schools engaged in the teaching of' med::Lcal technology>, schools en""
gaged in giving instructi,on by correspondence" 'I'he Comm:i.ss:'Loper of Educatio:a, :is given
power to inspect t,he books and records 9 classl;ooms, darmitoriesjJ equj.pment.~ tools and
classes of t,he priva.te trade school license holder or appliccLnt for license 0

Section 10 of the act direc'l:;s the Com..mi,s,sioner of' Education to hold hearings and
make rules and regula'tions gove1"'u:'Lng the priYate trade schools engaged in the teach=
ing of medical science subjects 0 This section af the act instructs the Comm~tssi.oner

to give no'tice to and obtain 'the approval of the State Board of Healt.h mThen heal"ings
are held on medical courseso

It is the opinion of the Council that this bill should receiV'8 special atten:t.i.on
by the Hinnesota l.egislature in its 1963 sessiono
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A BILL

FOR AN ACT RELATING TO PRl17ATE SCHOOlS
}<lAINI'AINI1IliJ OR GONDUCTIID COORSES FOR
PHOFIT OR FOR TUI'1'ION~ REPEALIID HINliJE"",
SO'1'A STATUTES 1961;1 CHAP'I'EcT:(S 141 and 142 Q

BE IT ENACTED Hi' THE LEGISLA'rURE OF' THE STATE OF HINNESOTA g

·' Section 10 [DEFInITIONS oJ Su,bdi:v:l.slon
lowing words , tenflB and ptl1'ases 9 ['ilhere used
ings a;3C:ribed t,o them :in th:i>s ;sectioTJ.o

·,L --V.J'o'Y'd ,~
" _ <J., ~I..,.o' 9

i.r1 sec·tions
terms and phrases.,} The £'01""
1. to 1.s~' shall have the mean"'"

Subdo 2 0 [Department 0] HDepa:rtmerrt(g mea.r~s the department of' educatJ..on.

Subd" 30 [Commissi.onero] lrCommiss:ioner'! means the commissioner of educationo

Subdo 4" [Agent 0] l1Agent rt means a person who acts as an agent, solicitor, broker,
salesman, independent contractor, registrar, "\[ocational counselor, or another a.iding
:in the enrolling of stlldents!! and 'ij>lho procures students o:r enrollees for a p'!::'J..va.te
t.rade school by solic:itat,i.on in any form made at any place.

Subdo 50 [Person.] 'SPersonH Ineans a.ny indiv:idual~ partnership~ associa,t,:ion~ or
corporation or ar:w corrib:i.nat:ion thereof c

SU:bd< 60 [P1":ivate 'trade schoo1.] apr:iva'te trade school'! means an::l person, locat,..,
ed within or 't..rithout the st.ate,? :m.aintaining s advertising, or conducting any COll.rse of
inst,ruction for profit or ,:for a tiui.tion charge 0

Subd. 70 [Course of inst:ru.ct1.ono] "Co11,rse of instrllction!! means a:r~T claGs:t:'oom,
correspondence;> or extension course of instruction"

Subd 0 8. [Medical science course oJ iI}ledical science course!! means any c(Ju..!'se
of instruction in Tiirmch are t.aught, subjects l"'elati:ng to diagnosi.ss prognosis,9 or
treatment of the human teeth a:o.d 'body' 0

Seco 2 0 [RULES AND REGULATIONS.] The commissioner shall make and enforce reason""
able rules and regulat:lons to carry out the intent, and purposes of secy.,:i.on 1. to 150
Su.ch rules and regulat,ions shall be adopted according to the p:rocedures provided bY'
the Minnesota Admirri.strat:ive Procedures Act 0

Sec 0 30 [LICENSE oJ Subdh"1.sion I 0 [RequiredJ No private trade school sha1.1
maintain9 advertise, or conduct any course of instruction in Minnesota without first
obtaining a license .from the department.

Subd. 20 [Application.] Application for a license shall contain the follo1iiTi:ng
info:rmation~

(a) The title or 'trade name oithe pri.vate trade schooL

(b) The names and addresses of all officers and directors of the applicant. if
the applicant is a corporation or association.

(c) The names a.nd addresses of all part,ners :if the applicant is a partnership.



(d) The names and addresses of all propri.etors if the applicant is a. proprietor""
ship.

(e) Such other :informs.tion as 'che commilssj.onerj> :in hj..8 di.:scretio!1,tmf(1T require.

Subd. 3. [CertificationJ Eaoh appl:ication shall be signed a.nd cert:ified to
'Under oath by the proprietor (1,1" the applieant is a proprietorship).~ by a.l1 :partners
(if the applican:t is a partner:ship) J or byt,he presi.dent and secretary of t,be appli""
"''''rt (if +he app'1'lc~rl" s ~ :" ".o·Y"1"Y"Y''''+·;'Y,", ,~).,.., ~-'so~'l·"'··I··.·.Jion),,=l.~ \., "', J.._, 'd, ,~ .us ~ ~ .,~.t' ,~_, u. ,.'o,-VH .,~ d,;:>, v ,'J, .... ", 0

Subdo 4" [Bond.] No license :shal'? be :is:;l"L1Eid lmless the appuca.nt ,file:s r,d,th
the comrniss:ioner a cont,irm.ou8 Gorpo:ra:t.<; 8tCret;y bOrJo. in the sum of f~~ll\,OOO"OO conditj.. o:I1'~'
eO. upon the fai.thful perfo'.rmance of a.1J.. contr8.cts and agreements l~T:ith student.s :made
by the applicanto Such bond shall Y1JD. to the stat.e of Ninnesotaa,:nd to a:riY' person
who may have a cause of' ac:t,ion against, th'a applicant, arising at any t:ime after the
bond 1.s filed and befox'8 it is cancel1ed~ for bread1 of an"Y' eontract or .'lgreement, made
by the 3J.'P1:icant 'with emy fJt.udent" The aggregate lia:b:llity of the Bu:rety for alI
breaches of the conditions of the bond 8h::111 not exceed the pr:i:!1cipal sum of ;no9 0oo"OOo
The surety on any such bond may cancel it upon g:i:v:i.ng sixty daya D notice in '[rH'l.ting
to the comm:iss:l.cm,er and shall be rel:J.eved of liability' for any breach of eono.:ition
occurring after the effective date of cancellation. In lieu of bond,9 the applicant
may deposit with t,he st.,ate treasu,rer the sum of $l0s>000oOO in eash~ or secu~t'ities

such as ma.y be lega.lly pu:rchased bY' sa:vi:n,gs banks or fo:!.' tr~Ll.st. funds :in an agg:rnegate
market value of $lOpOOO.OO.

Subd 0 :5 0 [Resident agent oJ No l.icense shall be :issued to an a.ppllcant domi,ci,led
outside the stat.e of l'J;:L:rmesota UJ.iless the applicant, files with t;he secretary of 81:;o9:\;,e
a sworn statement designati:ng a :resident agent authorized t,o receive se:r"'iT:ice of process 0

Such statement shall designate t~he SEwretary of s·cate as :.t:'esident agent ,for 8("':1:'vic8
of process in the a:bserwe of an agent otherv.r.Lse so designated. Such a,uthc.:r"iza:t:iC)n
shall be irrevocable as to causes of action ari.sing out of t.ransaet,:io:ns ocom:"ring
prior to ·the fil:Lng o.f iillrit.,ten notice of wi,thdrawal from. the sta::toe of l'timl8sota fi.led
'with the secretary' of I:rtat~e ~

Subdo 60 [Minimum st,a:nda't'dso] No license shall be issued unless t,ne eommissioner,»
in his discretion~ first deter.mir~3g

(a) That the applica:nt; has a sound fi:nancial stru,et,are v.flth sufficient; I"8S0Urces
for the proper use and suppo.rt, of the sehool to be maint;ained 0

(b) That t:he applicant, has satis.fa,etory tra:ining facilities witoll t>"U.ff'icient
tools and equipment and the neeessar,r rocmIDer of' work sta-tJ.ons to train adequa'tely'
the nurribe:r of students proposed to be enrolled"

(c) That the appl::Lcant. employs a. sufficient number of qualif:ied irwtructo:,r's
sufficient.ly t,rained by experience and education to give the training contempla.t.edo

(d) ~rhat the applicaxrt,vs charge made for lnstruc:tion is reasonable based upon
the service rendered.

(e) Tha't the prem.i.ses and canditions under whi.ch the students 'work a.nd sb:.tdy'
are sanitary and healthful and safe J according to modern standardso

(f) That 'the curriculum and field of study to be offered by tihe applicant, are
sRf.:ficient to provide the student with kn01.vledge and skills of use 'to him ~Then seek"·
ing and performing empl.oyrnento

(g) That living quarters 1iV:hi,ch :may be mairrtained by the appU.cant for ist,udents
are sanita..jT and sa.fe • "

,"



Subd. 7. [Fees and term of license J
(a) An application for the initial issuance of a license shall be accompanied

by a filing fee of $3000000

(b) All licenses shall expire on December 31 of each year 0 Each application
for renewal shall be accompanied by' a renewal fee of $100.00.

(c) All fees collected by the department under sections 1 to 15 shall be retain=
ed by the department for the administration of this act.

(d) Each renewal application for a license shall contain all information requir""
ed in an initial application and the commissioner may" in his discretion.~ refuse to
issue a renewal license for the same reasons he might refuse to issue an initial 1i~

cense. Application for renewal of license shall be made on or before December 1 of
each calendar year.

Sec. 4. [PERMITS FOR AGENTSJ Subdivision L [Required 0] An agent represent""
ing a private trade school must obtain an agentUs permit before soliciting business
for such schooL

Subdo 2. [Applicatio:nfor permit.] The application for such permit shall state
the full name~ address, and age of the applicant with such other information as the
commissioner may, in his discretion, require.

Subdo 3. [Refusal of permit.] No permit shall be issued unlessg

(a) The applicant first files with the commissioner a surety bond to the state
of Minnesota in the sum of $1,000000. The bond shall be conditioned for the faith...
f'til performance of all contracts and agreements with students, as disclosed by the
application for license of the school for which the agent 'is soliciting, and for
compliance with sections I to 15. Every permit shall expire on December 31 follow""
ing the date of issuance. Application for renewal of permit shall be made on or
before December 1 of each calendar year.

(b) The commissioner is satisfied that the applicant is of honest and of moral
character.

Subd. 40 [Additional permits,,] An agent representing more than one private
trade school shall obtain a separate permit for each school represented.

Subd. 5. [Fee.] The initial and renewal applications for a permit shall be
accompanied by a fee of $25.00.

Sec 0 5" [PAYMENTS J Subdivision 10 [Refunds.J Each private trade school Ii...
censed under sections 1 to 16 shall refund tuition and other charges when the student
gives written or oral notice of cancellation according to the followir~ schedule:

(a) When notice of cancellation is received prior to the commencement of the
course of instruction~ all tuition and other charges except $25.00 shall be returned
to the student.

(b) When notice of cancellation is received after commencement of the course of
instruction, but prior to completion of the first 25% of the course of instruction,
all tuition and other charges except 25% of those received shall be refunded to the
student.
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(c) When notice of cancellat:ion is received after completion of 25% of the
course of instruction, but prior t,o completion of 50% of such course, all tuition
and other charges except 50% of those received shall be refunded to the student.

(d) After completion of 50% of the course of instructi.on, the student is entitled
to no refund.

Subd. 20 Inst.rument not to be negotiated. No private trade school shall nego=
tiate any note or other instrument received as payment of tuition and other charges
prior to completd.on of 50% of the course of instruction in payinent for which such
note or instrument is received. Prior t,o such ti..'11e such notes or instruments may be
transferred by' assignment to purchasers who shall be subject to all defenses available
against the priYate trade school named as payee.

Seco 6. [PROHlBITIONSo] Subdivision 10 [Not; to advertise state approvaL] No
private trade school or agent shall advertise or represent in writing or orally that
such private trade school or any of its program or personnel are licensed, registered,
or approved by the st~tte of Mim18sota or axw of its departmen.ts.

Subd. 2. [Unlawful designations~J No private trade school shall apply to itself
either as a part of. its name or in any other manner the designation of !!collegel! or
Iluni.versity !l unless such school applies for and receives certification from the commis"*'
sioner that it m.eets appropriate standards and is errt.itled to su.ch designation.

Subd. 3. [False sta:tements 0 ] No private trade school or agent shall advertise
falsely or ntLsrepresent in any manner to ~ person any matter material to a course
of instruction.

Sec. 7. [CATALOG.] Subdivision 1. [Required.] Each private trade school and
agent thereof shall deliver to each prospec·tive student a ca.talog, prospectus, or
brochure before accepting funds from or contrac·ting with such student.

Subd. 2 0 [Commissioner to approve catalog0} Such catalog J prospectus:J or bro...
chure shall be filed with and approved by the commissioner prior to its general
distribu.tion and shall contain such J.nformation as the commissioner:> in his discre"",
tion, shall require.

Sec. 8. [REFUSAL OR REVOCATION OF LICENSE OR PERMIT.] Subdivision 1. [Grounds. ]
The commissioner may refuse to issue or to renewj} or may revoke any private trade
school license or agentls permit for any one or any combination of the following
grounds~

(a) Willful violation of any provision of this act or a:qy" rule or regulation
promulgated by the departmen<t.

(b) Furnishing to the department of false~ misleading, or incomplete information.,

" (c) Presenting to prospective students information relating to the private trade
school which is false, fraudulent, or misleadingo

(d) Refusal to allow inspection or supply i.nformation after written request
therefor by the comm.issioner.

(e) The existence of any circumstance which would be grounds for refusal of an
initial or renewa.l license under section 3•
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Su"bd 2 L-Not'l" Gt:il r,'~,\>ha'l '11~::-"1tu';'~~-)'" .J! q·:,u("<:'f.·, 'Y'"v"\'f'lT~'l('-l +...~ "~'''''l''''''';'111.:?1 O'F.1 '¥..o ""'8'1"1S''f:f or 'ueh 'r"- 0 0 -.~ G", o;;W~l ' .L,.... iC-" .., ,JI,,,r,, loS tI i,..-p-'l..J.. '->'.f.;' d. '::'n, J.r"H:l.,..., 1lJl~' ,-.'\...,;::~b\,uE.. "~ v ,l, .I,..... u'S s" .... e~
'Vocation of a priva:t.e 'trade s.;::.h\)0,l license or a.g8rJ:t,q~~ pe:rm'i.t 81:1a,,11 be ordered only
after 20 days g not:l.')(') 'l;o t.l16 holder of ;Buch l::i.eE':JJ.se m:' pel'1l1:!.:t, setti:ng a. t:L."118 for hear""
ing before t.he (Qom:missioner 0

Su.bd 0 30 [APP88.1J An orde,'k' re:f'us:1,ng OJ:' I'evoki:og a lieense or pel"'mit. is appeal""
able to the distr::J..c:t, COI1X"'to 'i;-rltbin 30 d:,X:;r'i3 nO'ctcEl t,b.e:t~eo:f to the hold..31' of the
license or permit upon the f'o11owJ.ng gr'o1..1nd;:,~~

(a)

(b)

(c)

Subdo 4. [No '!,ria.l de nO'1I'OO] 'The district cO"l.:l.r1;

commissioner considering only 'the evidence pre~;(0Ji:rted

not deterrrd.ne the i.~9SUe!S upon a t,rial de 1:3.1)1,1'0,

i':1h.all review' the order o.ft-he
-t"hE:; emmn.:i.ssioner and shall

Sec 0 90 [IIilSPECTION 01 The co1tlIDii:');'-3ioner 01" h~i'3 delegate may inspect the books
and recordsj) classroom~~9 do:t'lni.t.oT':ieEi.9 tool:s.w equ.::tpmerrt; an1 classes O.r a:ny pl"iva/re
trade school lice:rlBee or a,ppl:ic~;\i::rt;fo:;h" lict2:nse ;s.t, c..:ny tdme" '1'he comm.iss:ioner may
require the submission of ~meh ::Jnforma:ticm a~:l b,e deems neeessCl.!"Y· a;t any time.

Seco 100 [MEDICAL, SC:CENGE CmJRSESo] ~'he conmd.ssioll.er sh8.11 promulga.te rules
and regula.tiorlS rela,ting 'to ur:JleaJ.,tIlf'ul :and d,~.J,gerous pr,r.wtic8S in med:lc,al se:ie:nce
C011!"Ses. Notice of hearing (c:o:r.t'~er.ning slxeh ;r'11.1(;~s an::l ri2~gu,lati.ons shall be given to
the sta'te board of health" Such :l:"llJ.es: and regu.:tcd:d,ons ~~ha.l1 be adoptoed o7l.1y ,SIfter
the commissioner obt;,a:i:ns the w:r.it;t;en e:ndorsemont of' tlSi'D:.ch i'rom. the sta,te bO.ftrd of
health. The commissioner m8.Jr also C0l1I8U.lt, wJ.,·Lh :mlch loci3,lbo2J."ds of health as he
deems necessax:1o

Sec e 110 [IN,JUNCTION.J Upon appl::tca:td.o:n of the commissioner the dist.rict cour't
shall have jurisdic·tion to en,:]o:1:1.1 any violat,i,on of this act,.

Seco 120 [GROSS MISDEl'1.E.tlNOR,,] Viol;:'l:tion of any' provision of this ac't shall be
a gross misdemeanoI')1 puni.shable bS" a f:'Lne not exceed:i:ng $500000, OJ.:" by i.mpr'isort.ment
for a period not exeeedixJg onE' j-n::<8I'S' or botho

Sec G 130 [APPI,IC.ATI01Ll
follmNing ~

None pf t,he px'O\r:l.sions of' 'thl:s ,act shall apply to the

(a) Colleges au:'t;,horized by the, laws of 11.:irmesota. oX' of any other state or foreign
country to grant degrees]

(b) Schools of nursi.:ng aecredited by the state board of nursing or an equ:ivalsl'lt
public board of another stat-e or foreign country;

(0) Publ:ic schools;;

(d) Private schools com,ply-ll1g l:dt;h the t'8q"l.ttrement,s of Extra Session Laws 1959,
Chapter 719 Article 1 9 Section lOj) SUbd:ivision2$

(e) Private and parochial non",profit, schools exempt, from t,axat,ion under the
Constitution of Minnesota~

(f) Private t.l"ade schools i{IThich are exemp<(; .from t.axation under Mi:n..nBsot.a Statutes
1957, Section 290005,

= 18 .~



(g) Courses taught to students in a valid apprenticeship program taught by or
required by a trade union;

(h) Schools exclusively engaged in training physically handicapped persons for
the state of Minnesota;

(i) Schools now or hereafter licensed by boards authorized under Minnesota law
to issue such licenses.

(j) Schools and educational programs conducted by firms, corporations or persons
for the training of their own employees, for whioh no fee is charged.

(k) Schools engaged exclusively in the teaching of purely avocational or re­
creational subjects.

Sec. 14. [EFFECTIVE DATE.] This act shall be effective Ju4r 1, 1963.

Sec. 15. [REPEAL.] Minnesota Statutes 1961, Chapters 141 and 142 are repealed
as of the day this act becomes effective.

... 19 ...



III

SOCIAL TRAINING SCHOOLS

There are people,\) some never rnarried, some 'Widowed!> who are so lonely that they
are susceptible to the bright hope of social companionship and veiled implications
of secret romance offered by clever and appealing salesmen of dancing school courseso
Instances have been reported to the council where such people have agreed to pay sums
of four and five figures for da.'l1cing lessons to occur in the future.

Sums as high as $17sOOO could be contracted for :Lf a lonely 'Widow is wade to think
that her refusal 'Will incur t,he displeasure of her 18teacher Q 18 The lonely victims of
the unethical dance studios lose their desire to protect whatever pension they may
have or whatever estate their husbands may have left to them. When they are faced
with the fear of losing their newly found associations in the dancing school by refus~

ing to sign.contracts for more and more l!dancing lessons, II they become easy victims"
~-­

, ':~.

The council realizes that there are ethical dance classes established for only
the purpose of giving lessons to people interested in dancing.

The council finds,9 however!> from 'the records of the office of Attorney General,
the Department of Business Development, and Secretary of State that the abuses of
the unethical studios are serious and tragic to maqy lonely people.

Legislation, therefore,9 is recommended which will limit the amount of funds which
may be committed to a program of dance instruction. The proposed bill would make void
and unenforceable contracts for the life of the student and contracts Which require
the payment of a total consideration of more than five hundred dollars.

After completion of one contrfwt,9 there is nothing in the bill which prohibits
the negotiation for and signing of anothero The effect of this bill will be, how...
ever, to protect the susceptible when in a weakened state of mind induced by vague
romantic hopes from making a commitment which can obligate their entire future.

"" 20 ""



A BILL

~FOR. AN AG'T RELATING TO Ui'STRUC'I'ION
IN SOCIAL TRAINING,

BE IT ENACTED BY ':rifi: I/.EBISIdt'I'UIill OF THE STATE OF HIN'NESO'I'A g

Section 10 [I,I]'{I1:ATIONS ON CEH:T.A,IN CON~rHAC!:rS FOR INS':r.R,TJC'I:ION OR USE OF' CERTAIN
SOCIAL TJRAININGF'ACI:LI'TIES oJ Subd:i:'lis1.ixn:L [Corl:t,r'a,et for lif\9 :llTlJ',a,l:Ldo] Jl:f.ry' eon""
tractl l~or :il'·..u:rt;rt~J~'d.:gi,o!~ :.1.t1 .9 or' t~b£~ '~lJ3E; 'by d.. :pa't.:t;JO)]. o:f a. da.:rsJ;e l1a:ll s
:::.::tudio,9 ballt'oom,J Or" o'Lhe:l:" t:l;",s,:in:ing faG:i.133;;Jr,~ '~ilhi,0h :is :meaS1..1X"eo. b~y-th(; 1,ife of
'the per!:!on :r'ecei\r.i:Qg :5u,ch iUSG:t:'ti.Gt,ioD D en, t,Ile: UBe of SlW,h, social f,;:r'a:i:oirJg faeility
as a pat:ron shall be deemEd ''(1'o:3.d !?rna. 'ilnenfoT'c;e,ible aC1 ccmt,r;:.ti.:''Ji 't,o publ:i.c policy (,

c> bd '1 [0 ,yt'~'-,"'''''' f"'T n •.•~,,,,,"'I,,,,,,,,,.. +", ',~ ~'~,~,. t 1'" Ill'"' dPr.;'on 00 n, ."1 Odd A" 'p , ' ""uTI, ,_ <:;,0 ,d:,.L,~,a.".t,S ",c.,,_ '-'OL,-',1.Q... ,C"',u,...('ll g.t.t;,8.A,t" ",~.an ~P .... '-"0 l.:IT.V,Sl"LJ., c ,I1J con
t:r'ac'l:,; or (Jortl:;,r'aC:'k~ ,for' 5nstruc:t:i.on :in 80ci.9.1 eJki,:U,S;;i (1;(;' for' the use by a patron of a
dance hall", stud:i.o,9 'ba1:l::roomD C~; (Yl;;l'18I" socia,1 t,:raln.:i,ng fac:i.l:i:ty whicb, reqrd,T'EJ,S pay""
ment by t.h~3 pe:r8on re\~ei.vi.:ng £:ILl.ell i!tl:rr,;rL'l.ct.:io:n~ or t,h.e 'eme of 8uch social 'tra:tni:rJg
£'aci1ity.9 of a 'total amO"EJt, :in excess of fi"if8 hundred dol1ar:s ,J or grant,ing to the
pf:1rSiOn furrr:L:shing such insrtxlletion or pro"\rlding the 111;;,3 o:f such :Le.cilities [) 8,n ,auto'"
rna'tic renewal option where the paJl:ment,;3~ '1'';'0 be made dUl~i:rJg tJ::t8 origill,iEi,l contract period
and. the opt:i,on period conib:lned are in excess of fj,:ve hundred dolla.rsJ) shall be 'void
in thei.r ineepti,on and tl.nem~orce8J)le0

Sei:; 0 2 0 [Ir,ISTRUHENTS ND'r 1'0 BE TR4,NSFERRED liJITHmJT CONSEJifT. OF l-1AKER. 0 J No con'"
tract for :instJ:"lwt,ion in s:oei,al i2ikl11s or for -the use b;}l' a patron of a dance hal19
studio9 ballx"oom,j) 01" othfJr social tra,::ining facil:'i.,ty or 11lstoru,men:'i", recei"\?'ed in pay""
ment 'thereof,9 &~hal1 be negotiat,ed or assigned wi"t,houtthe separate written consent
of the pers;on recleivllJg sucb, inst'I'i.1cticfQ or" the u,se of such social training facilit,y 0

here:in ;:~hall be eons'hrued to apply to contracts
subject to regulaixion by the depart.wiant of educa'"



R,EFE.RRl\I~ ~).E::LLIJ~l1

From 'the record.s of t,)').\? At/bOTD.E':;r
Chambers of Comm<:/1'ce t,r.rcoughou"t; <th,~ st8,te ,9

eerning the op8r:s.t:lo:n of
pa.st 't'W'o Y'EJa.!"s i,hel~8 ha'ire beEl!} a. 1"1111Tib'~1X" of'
tion, They have i:,iold :it.em;,;:; of m81"'~ha:nd:'t:,},,,;

bui,l"{;""i.n vacun:m. eleexJ.er;s" RefE):r1"al seHisJt'!, e:s!.)J bl3

dise 0 T.tJ.e SJ7'sttE~ln of) '{tlOj~ k.f3 :lrt tJ:l;~~

The salesman calls upon thcl
jj;;em of ITl(:n:"cha.ndi'se.9 STwh 3,3 ,'.::, ''::;8Xt.~'':,';f.'a.)i

to refer to t,he :8l2ill:i:ng c.ompar('!
li.st~en 'to t9he e:n:ti,re s2~1,~2!s Il:itGll c :r.f 1'l~~ c:LtJ{:}S
'TIle p:rosI-~ect~ :J..lS J~e~p~liJ.:!9(l '-to S;.J.~g:tl (3, c;~):r.:Fj.;tt;i.(wJ~tl

t.h~ entit'e purCh'lSl3 pr:i,cH c The
finaI1Ce r~om11a.:o;y~·~ of" C01.:cr~S8 9 t~nJ(e~s the IhJf3:),,:ty:ton, t,:1:1~vtt

mer.tt by tJh,a selll::n~ t90 :reba:te ttJ,1():r1 tJ18 c\'f

Brts:i:nsss 11T2..!ile8:as a.:rld
pJ:"eB'~m.ted to the CouncIl con""

:i:n .2.~11e: ~:rt~,9.,t,8 (" I)'tl'r,i:r1.g; t:he
t:,y"'J)("! of' selling 1.1:1. (}per7i~~

)Jlo't<i,c:n, ed,rae~&\',as ·te,

he CB.n p11.l:"ch:::ts,;~ an
All he need do

blJ.j"'·::;.'JC~S <viho a.g:ref;) '1~O

~i:~~; .'£:'ltJee t;o tb.e 1....n.~<)OSp8C·to
ob15.gsl.t<i:ng him. pay'

:f1.;n;~11·),c~e cOJ.TIpaxl:)?' ~-, TIle
::;~,t !1~.l.8 x:~o ~uot:1.(;e ext 1~~hee Hg::re*~~j

Tl1i,s s.Y~f:rtleYn of st.:;J~I,:t:ng ~ha..2.~ g;:ttlEl;;d:'l 2,d.'tlE1.21t,8·
t
ge.i3 'to t.J.1J3 st3J...lex~~, F;i:rz-:~t, j :i:t ~~n;'cnrj~d_es

leads to a,dd:i1.,i.o:nal 8f!.le:s 0 :rh:L~) :J:m:pC':>;t'xt:tt, t,(j any' ,'Ei.:nd 't'h13:r."8 is nothing
in tIns adlrarrta.ge t,f) t·:he E;elJJB::C ·t1'1~t eorr~~,~,J~~a,.:r:if <~:PO -b:b.(7 'heist; i(rte:t\)e~~j'ts o,f 'i~]~le p{lJ2~

chasel"ll ~ The o<t}leJ~ a.d:v'ti11"~ja,f.se t;o t)1:~s 5eJ"J_~e.~:r';:> rlO1"rt.~\te:t',9 S(:({;18 se~eIo'U.E; impl:ic,8.t~:l ..o~,s 0

This adVl';ln:t,age :5.(S i,I"r,tt t.:b.8 selle:r h8"B an eai3Y f:1eanS of th.t? f:ia.1e by t,elling
the prospec"1:,:bre: I7!lrehm~e:t't;.ha:t, h,e can t.he :rrte:::"e;hancb"ise f:l:'8e oT·fox' Et '~rer;l t1mall
paYillel1t j ..l~ h.e !nel~ely' :ce~re~~:,J~:~ lUl,rO.es '1.:,0 ':~~b,e :r}J.~;re ,8.l0EJ rrk~i.110;:-- Jlr"fiblr.:)rr18 1\lhi,e1:1 the
buyer must, ove:r'come :1.£ he it::i eve:r' tit) ha.1JB the agT8f,ftnen'l:.t'ebHr;e honox'ed" F~ir~;rL ~

the pl,an m.ay be Sf,) ffilC~(~etJs:f~xJ., t~lvj,t~ '8'\TE!l'iJ'jf ~prlx'.el1tlse::r' Ell)l,e 'to T'e:.fe:r' "G~~nl :C~8X~18~5 to th,€:
seller c In tJ:t..is ease t~}le:ee :0.0 xno11sy" corrd..:ng t~o 'tJ},fj 't,iO ,I)ay~ :f-'t)]~ tJ18 c:o;~rt7

of goods sold~ a.dmin::Lst:c;9.t,j~'\r8 exp8:nr,1('!~',9T:n. (:,\;.1:181" ':'W1:"d8$ Jf' t:rH~ plan iEi success·",
ful~ it mIl SCion lead the b21U;:'>;'UIY1;'G;Y- of the ':::8118x' u Th:1B :1I':i11 :i:nevitab:ty 188,d
to the :lnabil:i:t.y, of t.he seller ';:;0 fJ,onoX' .9 :.L8,~,"ge :KIu,:nibe;r o'bl1.gcdjionE! b.e b.8B 'co give
rebates to those "f,;7ho pu:rehased :tarat." IXl ot\ho::t' words.9 tile p;rramid bu:l.lds from one
to hundreds of' pu"rchas:er.8 and tin,,: hundl"'8d~j viho I'0lrreh:Etsed last, aX'~~ u:nalJl(;.; collect
fl"'om the seller beea:use of' the ba:nlrruptc;r of the ~811En.·~ The sec0l1d pItrE!.l! C':1JiiaJ.,t,r.·
ing the purchaser is t,he dishonest OPt~J:',=tt,j.cn of 'trJ:l.s sc:heme by 't,he sel1e:r'" If he
writes the contl~8J;t cax'eful1Y9 rw can :i:nsl.'lril':' t.h~1t, he ::L::I able to fl"l1S'trat.e ·the ab:i.l:i'ty
of the pu:reh<.'if~er 'to deli'qaT' 'the TI,'1mes,) One 381103:'::" rC<.Iu:Lred that, 18 :r:V3111r:;)S be referred
to him; 811f..l upon. the refe:re17,c~:; of all 18/;\ the entire pu.reha.s(') pl'ic(3 would be .refund~o

ed. If' only a, pax"r, of 'the IS 'V',f8X'e referred ~ the!"l8 ';~'O'\JJ"d be no rehfd:e 0 A 60",dfW tune
limit wa.s written irrtto 'the em'(tl'a.c:t,~ i.tnd tb,f) pU,1."Ch,aBe:c 11T<:i.f3 allm~red t.)o set up o:nJ.;,V' ttifO

appoin.t.ments per 1veel<:o ThuB,~ 'th.e p1u:,'c:ha:se:1."jliJ' he :refer1;>edl:;1'{o appo:intmerr'Gs ptBr' TiJ€8k
for the eight, and 8. fl"l:!ctio:n '~mek3 of t:,he t;.ime l:iJdt." Gould jurif!:;, .:fu.lfil1 h:i.s obl:lgc1.'=>
tiOl1 0 If for so.tl1.e :rea.BOYl t¥b.8 sel1,el~11 ·t.;rc~.s H;bl,e l~o ,rl~11;s~t)J:cc,t'te "!:,,r.te G03:1cttt,:Lo:n.s of~ the
appointm.ent agr(:lemenl:;, as to on,e of t.he l"efeX':ced purc'ha,1'J8:ro,:;:; the original pu.r.'chaser
became obligat,ed to pay the ent.ire pr:ice aJ.id had no rig.b:t to are't.J9.te c This 1.8 qui,te
easy t,o do. All 'the seller h21d t,o dOWB,s say tb.at one of t,JV3, a.ppoJ..:ntme:I1:t;s :c'efe:r:r"ed
was not, q'u,a1.5.:fl.ed f:ro'fD. a eX'E,d:vt standlJo;1,:nt or to tbt3l~'~') 1tJ't?,!3 ,9, m:lxup ap""
pointments and tJ18 salesrn,'9,:Cl9 alt.;hot!gh b.e callEd. on ·the purchtis8J:'j found no one home
at, the ti:uue of the ap:po:i:,,"J.~:;,mentc,

ThElre is an.o'l:;her wa"Y of op8:t'a."Ling the re.:l':er:J:':f'J,1 selling
promise his rebates OllJ.:y :Lrt 'f."he e1reatI;,he rn,Tr"cl.lC'ls61'

't'iTho actu.al,ly pu.rell8..SeS t,b,e ;~i,9Jr18 :tt~e:m, o:t ln~:~xc'G11H,tidJ...;3e .:'

gy~~tem, The f!("llElr might
a"bl.e to :fi11d. 21 lxr~C181}8ct

11'lCyt.tlod is sc Dl)je(~t:ioriC>~



able,il because the pyramid here can graw 'to the point where the seller is una.ble to
deliver on the promises he has made to the last purch<'l,sers For example,9 if an item
of merchandise is sold fo!' $100 with the promise that if' two adC;it,ional purchasers
are found by the original purchaser the $100 purchase price will be refunded,il.the £01.
lowing can occ'll"!:" g

The first purchaser can find two additional purchasers and obtain his item of
merchandise free. The next two purchasers ca~ also rind two . additional purchasers
arid obtain their merchandise free and ~o Olio .Ifthis occurs, the seller has no mone,y
coming in m.th which to pay his administrative expenses and with which to pay the cost
of goods sold. Here,il again)) eventually hankruptcy 1WiSt result and the seller must
dafattlt with respect:. to the last purchasers 0

Essentially,il referral selling is a lottery scheme. The definition of a lottery;
which is contained in Minnesota Statutes 614.01 p followsg

"A lottery ilS! a scheme foI' the distribution of property by
chance among persons who have paidp o!' agreed to> payoSl a valuable
consideration for the chance 0 0 .11

With respect to re.fe::r.'r'al sellingi' it is clear that there is a consideration~ It
is clear that there is a. distribution of properly contempla.ted by the payment of canCIO
sideration,lJ but it is not entirely clear that there is an element of chance involved
in the distribution of that property.

It is the Council~s conolusiou9 hm~ever.9 that an examination of the pitfalls
a.waiting the buyer which are <tl.scussed above shows that the buyer is ta.ldng a. chance
upon the success or f'ail'll'l?El of' the seller in ob"(,ai:1rl.ng pUrchasers through a referral

. plan. If the seller is too successf'u19 the scheme nm.st end in failure thrOi.:igh bank­
ruptcy of the seller_o This i.s a grave risk and has caused considerable harm to the
citizens of this state. Therefore,l) it is the .,re©ommendat,ion of the Council that

.Minnesota. statutes 614.01 be amended by the aq.ditioD. of a second subdivision which
makes referral selling a lotteryo
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A BILL

FOR AN .ACYl: RELATI1\B TO THE PRO:H:IBITION
OF' REFERRA.L SELLING, IU1ENDINi HINNESOTA
ST;AT:O""'Y'8 "l 0 6J ··"E: .... 'n"I·C·1N 6-' L 01, ..h.. .U:.J\. .J.-/ .. Ji \:) (J .1 . I .'.Li. < t , c

BE IT ENACTED BY THE LEGISlATURE OF :I'HE STATE OE' l1Il\j'NESO'rA ~

Section 10 M:innesota Statutes 1961.9 Section 61lj.oOl is amended to readg

614001 ['l.oT'I'ERY9 NTj~S~,NH&!f";BF?Jii~1:1f,·&J''"1iBWmPHffr:§}jE.}]J:J

Subdivision 10 [Defi.ned jJ l1JJll.sa:.nce.9 how pUfi1.shed 0] .A l.o·tt,ery it? a scheme f.or
the distribution of property by chance among persons who haye paid", or agreed 'to pay',Il
a valu.able considerati.orJ. for the chancs)) wh.et,l16!' it shall be ,~alled a lottery-.\' rai'fle.~

gift entSI''PriS8,~ OJ:' by ,any other narne.9 and ll:; hereby declared m'l1,9.w:ful and a pl.iblic
nuisance"

Every person i<iho shall contr:bre.:'> propose.:'> 01" draw' a lottery j! or shall ass::Ls't. :in
cOl1'trivi:t:lg 3 proposing 5' or d.:raT.ofdng a lot,ti8l"',Y'$ shall be pun:lshed by :L"nprisonmeni:; in
the sta.te prison .for :not more t,han t·!~TO years 5' or by a. ::E'ine of not more t.han $1:J 000.9
or 'by bothe

Su'bd 0 2' ~ [ReferraJ. sell:ing.] Every' plan,! scheme ,'I device;l or other mea:ns where""
by a sale of goods,. property~ seY""vices, or othe:r '!;'hing of va.lue is induced in whole
or in pax,·t by any .s'hatemellt or promise th:;;rt the pm.·(;hase~r of such goods;. p.ropert:v"
ser-rices or at;her ·th:i:rl..::fLof '1ralue can earn or obtt:3,:U'1 p,g,yments in maneY9 goods? or
credit by ob"!.;a.:irrJJ.1g;p a:ttempting to obt.<'l,:m 2 or suggesting the names of!> additional
purchasers of' goods.~ proper't:J".9 se!"V'iees..~ or o'Ghe:r thing of value.9 is a latter.! Q
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GENERAL CONSUl1E:R FHAUD BILL

The most important reconnnendation of tho Attorney General q ~l Consumer Protection
Advisory Council is the bill 'which would, for the first time, give power to a state
agency to soek swift a.nd efficient redress in the COtITts against those who l-lould em~'

ploy deceit, fraud, misrepresentation and deceptive trade practices to distribute
merchandise to the consuming public. The bill whi.ch is here reconnnended gives to
the Attorney General, or his delegate, power to seek from the courts injunctive or
other appropriate relief in order to stop the person engaging in deceptive selling.

It is recognized that this is not a new power, but, for the first time, it is
specifically granted to the Attorney General by statute and is not dependent upon
the grounds that the Attorney General has been forced to use in his previous actions
in behalf of the consumer. Specifically, we refer to the invocation by the Attorney
General of the public nuisance statute as a ground upon which he has based several
connnon law actions to seek injunction against fraudulent selling. In a lower court
the Attorney General was able to establish that the public nuisance statute was ad..
equate groundwork for the issuance of an injunction against a large manufacturer and
seller of furnaces. It is the opin..i.on of the Attorney General, however, that only
because the case was so elaborate and so many witnesses were presented and the fraud­
ulent representations were so gross and consistently made in that case did the court
agree that fraudulent representation to obtain a sale was a public nuisance. This
case has not yet been considered by the Hinnesota Supreme Court. The Attorney General
is confident that, upon appeal, he can convince the court that the injunctive remedy
granted by the lower court was soundly based upon the public nuisance statute. The
Attorney General has pointed out, however, that in a less compelling case the courts
might be reluctant to base injunctive relief upon the public nuisance statute. There­
fore, it is the opinion of the Council and the request of the Attorn~ General that
new and efficient statutory tools should be given to the Attorney General to seek and
obtain relief by injunction against those who employ deceptive practices to sell their
merchandise.

Some of the major changes made by the bill, as opposed to previous Imv, occur in
the definition section, section 1 of the bill. In subdivision 2 of that section,
"advertisement ll is defined to include oral as well as written statements and solici­
tations to induce the purchase of merchandise. This differs from the false advertis­
ing statute, Minnesota Statutes 1961, Section 620.52, in that oral statements would
be clearly covered by the reco~nended bill.

In subdivision 3, IImerchandise" is defined to include not only items of personal
property, but, in addition, services and real estate, as well as intangibles. This
also gives broader coverage than previous Minnesota law.

In subdivision 5, Hsa1e H is defined. to mean not only an actual sale, but an offer
to sell and an attempt to sell. One of the difficulties in establishing a violation
of the public nuisance statute, based upon a defrauding of purchasers, is that tradi­
tional definitions of fraud require that damage actually has been done to a purchaser.
This, of course, requires that the purchase be completed before fraud is complete.
Therefore, the prosecution of the furnace case referred to previously required that
actual completed transactions be introduced in evidence to establish the State's
case. The difficulty with this was that when a transaction was completed, the furn­
ace company attempted, in every case, to remove the evidence vJhich ~;rould establish
that a fraud had occurred. Evidence was available only in those cases where an attempt
to sell was made and the prospective purchaser refused to buy, thus retaining the

/



evidence T,fp...:leh de1llo:nstra:ted 'LY.1Ei,t., s'l:.;a't,,,rme:nts daiSignec1. :i.nduce 1;,110 rsale T;,),81"8

false 0 Under t,he proposed bill mi.srepresent:.ation. :rna,de in a:n o,ffer of sale or attempt
to sell may be acted against IN'hether or not t,he ;prospect buys 0

Sections J through 6 of t,Ile b:11J.. gJ,,'W'o to t,be JI:tt;orney' Ge:ne:J;"iE~l pO'ders o.f.'in'irest""
igation preced:i:ng t,he undert:.aJd:r:~g c;,J' forms.I. legal aetion" 'Irrli~11 pm\T13r j.s neC(3Ssaxy
to an efficient and effecti:\re ()per:rt~i.on of a consumer pr,::;,t,ec't:.:ion m::d.t,,, In. many :in<>l>
stances;> the a.lleged o.ffend.:'Lng 1'2.:r1:;,y :i'tat::: pos::3Eis:::d.on o.fthe onIy ev:1.denC!3 'fNhich can,
confirm the decepto:iv8 praet.:i.ce used to i::cl1 merch:::utdi:se to the, conSUJ(Lero The 0011=

Bumer can compla::Ln. to t.he At,t,orney Gene:cal) bU.t, ca.nnot support hL::~ complaint, IN'i.th
convincing eiddenc.3)) iff.;he seller ~(}re;s:e:!:'vGs a.l1 f3U.ch <'rv·::\..de.nce :In. hilS ()v;)'n possessiOTIn
Faced wii:.h t,his s:1:t~uat:.;io:n,j)t,h8 AttoX"uey GeneraJ. "~it;hE,r 111.1.1-8'( rE.'fu.:seto prC\C88d agalmrti

i t,he alleged otfs,:ndJ"ng pa:rt:Jlb{~(:ause of the lack of Gorr.f."j.rxrd.ng f.nridenee or must proceed
upon the unsupportfJd compls:.:irlt of 'the consu:mero 'PttIJ.sjI 1tJithout, the i:mrestigative author""
::tt,y prcr.rided by' t3.18 b:.iJ.l.9 Ed..·'~herf'ormal legal act:'Lon J!llJ!.st be ta.ken. prIor to confi:rrnat<1.on
of the consumer us complaint; or tl:18X"8 l1ifil1 be no 611forcemer.l:t; at alL Sect:ions 3 through
6 of' the bi.ll give to t,he Attorney GE:1r.lJ"ral the pmifer t.o ob'taJXl .info:r.mat:io:n from the
al.leged of.fend:l.r,g party' in 0);"0.8;1" t,o detelwine 'Whether the unsup])O!"ted compla.i.nts of
consumers have val:i.di.ty < :Lf"J) u.po:n imresl::J"gaLi.ons the Att.orney GenerS\.l deternd.:nes
t,hat such eomplain:ts have ''iralid::L!:':Y'J} he the:n. may i:m'ititute formaJ,. action against the
offending partyo

Section. '7 of the act pJ~°r.YiTid.ef3 that'Ghe AttornEry Genera,lmay seek;l and the court,s
may gra.nt~ injul1ctive rel:ief a.ga:inst. th,e of'fel~di:ng par)ty'.~ and such other relief as
the court deems neeesEiary" i:l,nd fUJ:'i:,he.r oS 'tha.t the com"t may aP:'~o:i.rrt a receiver to
:receive the assei:;s of' the defendan,to

In subdi:lT:ision ~:, of se.ctiGu 'f ~ :9 special power is g:Lven t,o 'the At.torney Genera.l
t·o "''li'r\l,r ex "",~'r+·e '~'""I "";b'I'> PO"'L''''l''o 1""~)'i"" '~T1J o'I"'a"""v" ·"'·nnO"L'l~t';;·"1O' ." 'r''''''''''E~'~'I'e"''' p')'''' "1' ""'''r'''f+ gt,,1'7:''''''8'U' Q,1:"'..t" 'e.1;J __t:'ct...... I::..~ ':; tJ ...~ t,;'4.- ...... ..., ~••.t. "'" , \ ..., ~_. ,... _,~, c.t..!.'''J;-'' Ao .~J..~ C2, • .~.~J' oJ..~" u\, ...~ .... .J.. d, '>.}I1~..J.,.,." ,.; 1 .J..l.-.u~.ol,..L. ~

of the assets of i,;,he defe:nd.":~,nt '[.vb,en it, appea:r.'s,5l and Bifidence is pre~;ent,ed to ·the co1l!"t$
that the person has engaged i.n or :iB engaging in. an unlaw:fu.l pract,ice as def:1.ned by
the act and is about ·to Gonc:eaJ riis ,;;,sse·ts or .his person or 'to leav's the st,ate 0 The
Council i.~1 aware of 8"'1118r8..1 ·tragi.:;; cases in wh::i.ch t,hose '1f)'ho had engaged ::Ln sU,ch pract""
ices len, t.he s'tate taki,ng wi"tl1 'hhem .all of their asssts" lecnring man;),'" 'Q'tlsatiisfied
customers ·tilth claims that they' CEuIDot press: 0 True: provision of t,hs .statute ",,'i:n
rarely' be j.nvokedj) b\lt can sa;ve great tragedy' :1.!1 the small number of inst,ance;::! where
it must be usedo ':Che :reee:i:verus dispositi.on of the as:set;s l'(3GeiYed is 8'tib,:ject to the
direct.ion of the c:ou:r"L under sect-i,on 8 c

Sec·tion 9 makes it clem" that despite recmrer:r t,:t!1'ough, th.e receivership pro'visions
of the a'~t, consum.ers 'who have been victiraized are not· barred from seeking addi't:ional.
relief if they rece:ive on:ty a part of t·hei.:r funds t~hrougb the rece:i:ve:rshipo

The Council :t"ecog:trizes that, effective use of t,he powers created by t.he bill c<'m
only occur if adequate re.scn;n~ces axe provi.ded .for the At..i~or:ney Genera.l to provide
tohe st.a:ff necessary for the adlTLi.nistra1:'i.oIl of the bilL The COlUlc:il has m9.de no
determina.tion of t;he amount; lrifhich w'ill be X'eql1i:red for effective ad.m:\..nist,rat:Lon j bnt
the Council urges the legislatn!'8 to provide the At,torney General with S'Lufic:i.ent.
resources to meet the demands of' enfoY.'Gement, whi.ch he fore;s888c



A BILL

FOR AN ACT RELATING TO THE
PREVENTION OF CONSUNEH FRAUD.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Section 1. [DEFINITIONS.J Subdivision 1. [Words and terms.J The following
words 8..nd terms where used in this act shall have the meaning ascribed to them in
this section 0

Subd. 2 0 [Advertisement oj
dj.ssemination, solicitation or
indirectly any person to enter
in any merchandise.

"Advertisement" includes the attempt by publication,
circulation, oral or written, to induce directly or
into any obligation or acquire any title or interest

Subdo 3. [Herchandise.] "Merchandise ll means any objects, wares, goods, commod...
ities, intangibles, real estate or services.

Subd. 4. [Person.] "Personll means any natural person or his legal representative,
partnership, corporation (domestic and foreign), compan,y, trust, business entity, or
association, and any agent, employee, salesman, partner, officer, director, n~mber,

stockholder, associate, trustee or cestui que trust thereof.

Subd. 5. [Sale J lISale ll means any sale, offer for sale, or attempt to sell any
merchandise for any consideration.

Subd. 6. [Attorney general.] lIAttorney general II means the attorney general of
Minnesota or his authorized delegate.

Sec. 20 [UNLAi,VFUL PRACTICES oJ Subdivision 1. [FraUd, m.isrepresentationJ The
act, use or employment by any person of any deceptive act or practice, fraud, false
pretense, false promise, or misrepresentation, with the intent that others rely there­
on in connection with the sale or advertiseme~t of any merchandise, whether or not
any person has in fact been misled, deceived or damaged thereby, is declared to be
an unlawful practice.

Subd 0 2. [Advertising media excluded J Nothing herein contained shall apply to
the owner or publisher of newspapers, magazines, publication of printed matter where'"
in such advertis8ment appears, or to the owner or operator of a radio or television
station which di~::seminates such advertisement when the owner, publisher or operator
has no knowledge of the intent, design or purpose of the advertiser.

Sec. 3. [POi,VERS OF ATTORNEY GENERAL.] When it appears to the attorney general
that a person has engaged in, or is engaging in any practice declared to be unlawful
by this act or when he believes it to be in the public interest that an investigation
should be made to ascertain whether a person in fact has engaged in, is engaging in
or is about to engage in, any such practice, he may:

(a) Require such person to file on such forms as he prescribes a statement or
report in writing, under oath or otherwise, as to all the facts and circumstances
concerning the sale or advertisement of merchandise by such person, and such other
data and information as he may deem necessary;

(b) Examine under oath any person in connection with the sale or advertisement
of any merchandise;
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(c) Examine any merchandise or sample thereof 51 record) book, document, account
or paper as he may deem necessary;

(d) Pursuant to an order of a district, court impound any record.9 book.~ document,
account~ paper, or sample of merchandise material to such pract.ice and reta:in the
same in his possession until the complet:ion of all p:coceedings undertaken under this
section or in the courts.

Sec. 40 [SUBPOENA, HEARING, .RJJLESo] iIo acc,')mpl1sh the objectives and to carry
out the duti.es prescribed by this act,l1 the attorney generalJ :in addition to other
powers conferred upon him by this act, may i.ssu.e subpoenaes to any person, administer
on oath or affirmation to any person., conduct heari.ngs i.n a:id of any investigation
or inquiry:; prescribe such forms and promulgat.e such rules and regulations as may
be necessary, which ru.les and regulations shall hav"e the force of law.

Sec. S' 0 [SERVICE oJ Service b;)r the atijorney general of any notice requlrJ_ng a
person to file a stat.ement or report, or of a subpoena upon a:n,y person" shall be
made personally 'w-ithin this statejl but if such car.mot be obtained, substi.tuted SeI""il=
ice therefor may be made in the following manner~

(a) Personal service thereof TlI1'ithout this state; or

(b) The mailing thereof by registered mail to t.he last known place of business j

residence or abode w'ithin or without thi.s state of such person for N.h..om the same is
intended; or

(c) As to any person other than a natural per;son, in the manner provided in the
}1innesota Rules o.f Ci'vil Procedure.; or

(d) Such service as a district COU_'I't may d~,rec'tin lieu of personal service
within this state 0

Sec 0 6. [FAILURE TO SUPPLY INFORMA'I'ION OR OBEY SUBPOENA 0] If arw person fails
or refuses to file any st,atement or report, or obey any subpoeTl..a issued by the attorney
general, the attorney general maY'J after notice.? apply to a d:i.strict court and, aft,er
hearing thereon, request an orderg

(a) Grant~ing injunct:ive reli.ef J res'training the sale or ad~\lertisement of any
merchandise by such persons;

(b) Vacating, armulling" or suspending the corporate charter of a corporation
creat,ad by or under the la.'l<\TS of this stat.a or revoking or suspendi.ng the certifi.cate
of authority to do business in this state of a foreign corporation or revoking or
suspending a~ other licenses, permits or certificates issued pursuant to law to
such person which are u.sed to further the allegedly unlawfu.l practice;

(c) Granting such other relief as may be required; until the person files the
statement or report or obeys the subpoenao

Sec. 70 [REMEDIES.] Subdivision 10 [Injunction;> other relief oJ Whenever it
appears to the attorney genera.l that a person has e:n...gaged in;> or is engaging in any
pract,ice decla..:red to be unlawful by this act.') he may seek and obtain in an action
in a district court an injunction prohibiting such person from continuing such pract~
ices or engaging therein or doing a:ny acts in furtherance thereof after appropriate
notice to such persono Such no'tice shall st,ate generally the relief sought and be
served .in accordance with section 5 of this act at. least ten days prior to the hear=
ing of such action. The court may make such order's or ju.dgments as may be necessary
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to prevent the use or employement by' a person of any unlawful practices, or which may
be necessary to restore to any person in interest any moneys, or property, real or
personal, which may have been acq~ired by means of any practice in this act declared
to be unlawful, including the appointment of a receiver,

Subd, 20 [Receiver ap-pointedc] "When it appears to the attorney general that a
person has engaged in or is engaging in a practice declared to be unlawful by this
act and that such person is about to conceal his assets or his person or leave the
state, the attorney general may apply to the district court, ex parte, for an order
appointing a receiver of the assets of such person, Upon a showing made by affidavit
or other evidence that such person has engaged in or is engaging in a practice declared
to be unlawful by this act and that such person is about to conceal his assets or his
person or leave the state, the court shall order the appointment of a receiver to
receive the assets of such person,

Sec, 8, [FOtVERS OF RECEIVER,] tfuen a receiver is appointed by the court pursuant
to this act, he shall have the power to sue for, collect, receive or take into his
possession all the goods and chattels, rights and credits, moneys and effects, lands
and tenements, books, records, documents, papers, choses in action, bills, notes and
property of every description, derived by means of any practice declared to be unlavJ'=
ful by this act, including property with which such property has been mingled if it
cannot be identified in kind because of such commingling, and to sell, convey, a,.'1d
assign the same and hold and dispose of the proceeds thereof under the direction of
the court. Any person who has suffered damages as a result of the use or employment
of any unlawful practices and submits proof to the satisfaction of the court that he
has in fact been damaged, may partj,.cipate with general creditors j..n the distribution
of the assets to the extent he has sustained outo:of=pocket lossesc The court shall
have jurisdiction of all questions arising in such proceedings and may make such orders
and judgments therein as may be required.

Sec. 9, [CLAIMS NOT BARRED,J The p:r:"'a'Jisions of this act shall not bar any claim
against any person who has acquired any moneys or property, real or personal, by means
of any practice herein declared to be unlawful,.

Sec < 10,. [COS'l'S RECOVERABLE ,:1 In any action brought under t.he provisions of this
act, the attorney general is entitled to recover costs for the use of the state,
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REAL ESTATE SUBDIVISIONS

A problem of increasing importance i,n recent. yea::t:rs :l.n,vol:ves the sale to residents
of this state of lots s::l.tuated both 'wlthin t.he 1:1tate and :1.:0. other states and countries 0
The typical example of the lots under cons:idera.tion is 'the arid. desert plot of gr01md
that is staked off alld called a lot situated some'Where in the Ar:lzona or Nevada desert5)
miles from at.rIe!' commun:it,ies a1.1,d sold at a. pr:lce wh:ieh may nm as rdgh as 30 times
the value of t.he land 0 The problem is not cOl'tt':ined to t,hi.s type of promotlon however 0
Promoters also ha;Y8 sold sT,vampland in Florida and jungle lands in Brazil Tt-r.ith astound=
ing easeo

The state of Minnesota has no law which reguJ.ates the sale of this type of real
estate 0 Other states haye some regulationo For example\, Calii'ornia :requ:it'8S registra=
tion of certairl information by those 'Who wO'I.:tld sell their su.bd:i:vJ.,sions within. the
state of Californiao Ifrom their records ""re know tha.t the sa.le of subdivided lands
situated outsi.de the state of Cal:i.fornia to residents of Ca,lif'ornia is a $1.00,,000,000
annual business)l and :in the last three years the acreage registered for sale to Cal:if'=
ornia residents has increased thirty foldo

During the pa.st -Cwo years there has been a. substjantial increase in ;i,nquJ.ries and
complaints concerning the sale of subdivided lands filed in t.he Cansu-mer Protection
Unit of the Attorney General~s office and in 'the real estate divi.sion of t,he Securitao
ies Commissiono Typically, the promoters of the sun country lots prey upon the citi.zens
of the state who have retired and have a sum of money set aside for their support
during their retirement years. If the funds available a:t:'e slnall,9 being vict;:i.mized
by these promoters can be tru1.y tragico

There :18 anot,her class of real est,ate promo,ticn th8~t is on 'the increase in Minne=
sota wh:tch the a'ttached bill is designed to CO"181:"' 0 Promoters in M:i.:rm6sot"a,9 perhaps
taking a lead from those in the soutber!1 st.a'tes gJ have in 'the past few years begun
to promote the sale of lots in the northern areas of Minnesotao 'l'yp:ioaJJ.,3I"jl these
promoters send :mailings both to residents of the state and to c:i.tizens of oi.:oher
states which descr.i.be in glowing term,::; the lot,s aiHl.il,able a:nd the f'utu.!"e hopes for
the developmentc The promot,ers avoid maki.:n.g 8IfY overt representation)) but ·tm'ough
skillful use of langua.ge" leave the impresision that 'the lot,s available axe lakeshore
lots and that substantial imprO'J"ements have been or w.ill. be made 0

The Attorney Generalus office learned recen!:ol;y" tha"t; a group of promoters from
Arizona were negotiating for the purchase of some 50,000aeres of land in Aitkin
County at a price of about $2070 per acre 0 This land is, fo!" 'the most part jl marginal
peat lando It is true that there is some lakeshore included in the land purcha.sedo
An- investigation by the Attorney General disclosed very lit~tle0 The promoters of the
development were que:::rl:iioned, bu.t 'Would reveal nothing 'W"J.th respect to their plans for
the areao It is certainly' not proper to presume that the land in question will be
sold fraudulentlyo It is felt, however,9 that the state of Minnesota should have some
control over the method of sale used by the promoters of such a large operation not
only to prevent possible injury to the purchaser jl but also t.o preserve the reputation
of the state 0

The Attorney GeneralU s ConSUlller Protection Advisor,r Council recommends as a
solution to this problem the passage of the at'tached bill. The b::l<ll requires regis"'"
tration with the Commissioner of SecuritieiS prior' t,o the commencement of sale 'w:i.thin
the state of property situated out,side the state 0 Further,9 the bill requJ.res regis"""
tration pri.or to sale of propert,y' situated within the state when sold either within
or without the state.



Registration, when required, can be obtained only after submission of all facts
required by the Commissioner of Securities pertaining to the land to be soldo Further,
the Commissioner of Securities has investigative powers by which he can obtain addi­
tional information and check that submitted by the promoter. After completion of
investigation, the Commissioner files a public report which then acts in the nature
of a prospectus. The promoter is required to give to prospective purchasers a copy
of the public report prior to the signing of any agreement of purchase. Agents of
the promoter are required to be registered and registration may be revoked, after
hearing, upon a finding that they have used misrepresentation in the sale of lotso

Certain persons and certain interests in real estate are exempt from the applicae

tion of the bill, since there already exists adequate regulation of them.

There are several additional exemptions that might be included in the statute, if
it is the feeling of the legislature after hearings that regulation is not needed in
these areaso First, subdividers who sell SUbstantially improved property i.e., with
houses already built on the lots being sold,sell to buyers who because of the large
commitment being made will usually inspect the offered property thoroughly and there=
by fully inform themselves 0 Second, subdividers who sell unimproved lots in close
proximity to urban areas usually sell to buyers in the immediate area 'Who come to
inspect the property. Such an exemption might, for example, exclude all subdivisions
within fifteen miles of a city of the first class and within three miles of a city
of the second class 0 These exemptions should probably be limited to Minnesota sub...
divisions if they are included in the legislation.

It is the opinion of the Council that passage of this legislation would go far
to solve this growing problem~ It is understood that there are still means by which
promoters can get around the operation of the statute 0 If they can confine their
solicitations to methods exempted by the federal constitution from state jurisdiction,
they can avoid the effect of the acto This is a federal constitutional problem that
cannot be solved by the stateo The ultimate solution is for federal legislation similar
to the bill which we now propose 0
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A BILL

FOR AN ACT RELATING TO THE REGISTRATION
0]' OFFERINGS OF SUBDIVIDED REAL ESTATE,

BE IT ENA.CTED Ft' 'IRE LEfJISI...A'rURE OF THE S'I~TE OF 1>fINNESOTA ~

S t o l' rD·"'F'INT'r,,.,,,Y"ONS 1 S bd 0 0' 1 F th f tl 0 t th t.,ec :l,on ." ~ b;,,', .L,l, ,~I U .J.Vl.,Slon. or, e purposes 0 118 ac e erms
defined in thls section h,a;YEJ the meanings ascribed to them,

Subdc :2, [Commi.ssioner J 1!Commissioner1ff means the commissioner o.f securities
of the state of Hinnesota or 11i.8 authorized delegatee

Subd 0 30 [Persono] 8gPersontt ! includes a f'irm,9 a partnership.\' an association, a
corpora.tion.\' a "Gr'ust9 or estate"

Subd 0 40 [Su.bdivision,] !\Subdi,visionll means improved or unimproved lands d:i:vid..,
ed or proposed to be divided for the purpose of sale or lease.\' into five or more lots
or parce180

SUbdo 5. [Agent,] 11Agent8! mea..'l'J.S a. person 'Who acts as an agent.9 solicitor, broker,
salesman.~ independent contracrtol"'jl owner or another aiding in the sale~ offer for sale,
or attempt to sell landB ·w::l.thin a subdivision,

Subd, 6 c [Blanket encu:rribrane8, J RiB1anket encumbrance!! means a trust deed or
mortgage or any other lien or el~unfurance, securing or evidencing a debt, and affect=
ing land to be subdi:v'ided or more than one lot in a subdivision, or an agreement by
which an owner or subdivider fJ,olds such land" lots, or subdivision under an option,
contract for deed)' purchase agreement, or turst agreemento Taxes and assessments
levied by a public authority ~':lhal1 not, be included in !!blanket encumbra.nce 0 u

Sec c 2 D [ EXCEPTIONS .; J Subdiv:Ls:ion L [ Persons q ] This act does not apply to
persons acting~

(a) As an act,ual bona fide Ol~mer of real estate, selling for his own account in
a single transaction and nO'1:; in repeated or successive transactions;

(b)

(c)
therein

As an attorney at law.~ att.orney in fact., or under an order of court;

As an oUlmer, operator) officer.9 or employee of a cemetery, selling lots
solely for use a.s burial plots;

(d) As an auc"t,ioneer bonded in conformance with Minnesota Statutes 1961, Section
330 0 02, and such auctioneer may er..gage in the sale of real estate incidental to his
work as an auctioneer,

Subd." 2, [Transactions J 'rhis act doe s not apply to ~

(a) Ev.idences of indebtedness secured by a mortgage on real estate;

(b) Securities issued by a bar~ or title guarantee trust compa.ny as trustee or
co=trust,ee;

(c) Securit,ies issued by' a regulat.ed real estate investment trust 0



Sec c 30 Subdivision1o [B.eg:Lstr"a1~ion required ol No interest, in any subdivision
or lots or pa:rcelr3 therei.n shall be offered for sale or for lease or sold or leased
unless such slibdivi.si.on has been regist.ered p'il.T.'suant to this ac't.

Subd., 2" r. How reg:i,st~erecL] J\.ppl:icatj.on for registrat,ion shall be made to the
commiss:toner on forms presGribed. b~r him, The application shall contain the follO't1Ting
i.nformationg

(a) The nroae ar~ address of u1e ov~er~

(b) 'rhe name and add.:re:3 is of the 8ubdi:v:ider,

(c) The legal desc:r::LptJ:i.on an.d. total area of the subdivision proposed for regis·%
tration, together 'W"i.th a map showJ..:ng the division proposed 9 topography' $ and relation
to exis't:irJ.g streets a.nd roads;

(d) A t:me sta:tement of the conditio!".! of the title to t,he land, including all
enc'Ltmbrances thereo:n~

(e) A true stc:d:;ement. of the terms and conditions 011 which it is int.ended to
dispose of the land9 together w.ith copies of all forms of conveyance to be used;

(f) A true statement of the present conditi.on of legal acce8s~ sewage disposal
facilities J and public utilities in the proposed subdivisibn~ including water, electric¢
ity, gasp and t'9lephone facilities,

(g) Such other information as the applicant may hvlsh to submit.

Subd., 3,
of addit.ional
irrvestiga·ting

[Additionalinformat.ionJ The commissioner may require the submission
informat.i.on prior to approva.l of the application for registration and :m
the proposed subdivision, may~

(a) Use and rely upon a:ay :in.:fo:rmatd.on obt,ained from any federal or state agency
when such ~t:n.for.mation pertains to the subdivision described in the applica.tion for
registrat,ion or to the persons :making such application;

(b) Require reports prepa1?ed by competent, authorities as 1:;0 any hazard to l,rhich
the SLIDd~vision may be subject or any factor which migh~~~ffect the value or utility
of lots or parcels within the subdivision;

(c) Require evidenc:e of compliance ~vi.th the requi.rements of appropriate author~

ities;

Cd) Requ~re an insp~ction of the subdivision to be made by his delegate, The
applicant shall pay to the commissi.oner an amount equal to the actual cost of the
inspection, including costs of travel, mea.ls~ and lodging,

Subd~ 4, [Fees and term of registration,]
I

(a) An. applicati.on for ini,tia.l regi.stration sha.ll be accompanied by a filing
fee of $25000.

(b) All registrations shall expire on Deceniber 31 of each year, Each app1ica-­
tion for renewal shall be accompanied by a fee of $10000,

(c) All fees collect,ed by the commissioner under this act shall be retained by
h:iJn for the adm...i..nist,ra,t:5.on of thi,s act; 0
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(d) Each renewal application shall contain all information contained in an
initial application, and the commissioner may rofuse to issue a renewal registration
for the same reasons he might refuse to issue an irLi.tial registration. Application
for renewal of registration shall be made on or before December 1 of each calendar
year.

Sec. 4. [PUBLIC RJ!:PORT.] Subdivif3ion L [Content, waiver.] The commissioner
shall prepare and file in his office a public report concerning the subdivision for
Which application for registration is made. The public report shall contain all in­
formation gathered by the commissioner unde:!" section 3 which the commissioner considers
necessary to inform prospective purchasers fully. The commissioner may waive the
requirement that a public report be filed. Such waiver shall be in writing and filed
in the office of the conmdssioner.

Subd. 2. [Unlawful sales.]
or leased or offered for sale or
waiver thereof.

No lot or parcel of subdivided lands shall be sold
lease before the filing of a public report or a

Subd. 3. [Furnish copy.] If the commissioner has not waived the filing of a
pUblic repoYG, each prospective purchaser or lessee of lands within a subdivision
shall be furnished with a copy of the public report before the execution of a contract
or agreement for the sale or lease of any lot or parcel within any subdivision.

Subd. 4. [Failure to furnish copy.]
of lands within a subdivision 1Jdth a copy
a violation of this act, and alW contract
such lands may be treated as void by such

Failure to furnish a
of the public report
or agreement for the
purchaser or lessee.

~lrchaser or lessee
pertaining thereto is
purchase or lease of

Subd. 5. [Use in advertising.J
ment, oral or written, unless it is
emphasis or partial cqange in style

No public report shall be used in any advertise..
used in its entirety, without partial change in
or size of type.

Sec. 5. [Blanket encumbrance.] Subdivision 1. No owner, subdivider, or agent
of an owner or subdivider shall sell or lease any lot or parcel within a subdivision
against which there is a blanket encumbrance u.nless one of the following c'onditions
is complied vith~

(a) All consideration paid by purchasers or lessees are deposited with an escrow
agent or other depository acceptable to the commissioner until the interest contracted
for is delivered to such purchaser by valid instrument together with a release from
any blanket encumbrance or illltil a party to any agreement for purchase or lease defaults
on such agreement and a determination is made as to the disposition of such consider~

ation;

(b) A bond guaranteeing the
of Hinnesota is furnished to the
of lots within the 5~bdivision.

such bond.

release of such blanket encumbrance to the state
commissioner for the benefit of purchasers or lessees
The commissioner shall set the amount and terms of

Subd. 2. [Public report.] The public report, when issued, shall state the
method by which subdivision 1 of this section will be complied with.

Sec. 6. [ADVERTISEMENT .J No circular prospectus, advertisement, printed matter,
document, pamphlet, leaflet or other matter (hereinafter referred to as advertising
matter) containing or constituting an offer to sell any subdivision or lands therein
required to be registered in compliance with the provisions of this act or rendering
advice with relation thereto, shall be published, circulated, distributed or caused

- 3h -



l t. ""'c<''':J'"GO ljJe pU.rj;,.t1,SI'],e:u,.'iJ
'lrert.is;ing w.,'f,i:t;;t;ei:t:'

proved 'LlY him 0 T'hf3
mstt,er 'iilrh..:i.ch .he d,-~sm~s

d,11~plie,a:te

havE' pCi'ir\re:r 1';0
the fliiJ.:r];~cses o:f'

.and 11r.rtil ~"1J.ch ad""
eOrrJly.cU38J.t.m.E:':.r' and ap'"

ar{1l S:Uch8.dve:i':t,is:lng

All
dividEfC'
ene,etc

:ad(1:C'8~~:~l:~ o,f <t~he o<frirr~s:.t'>B subct)
the :same Bond make no refer."""

SeG 0 '?', [,I\,PPLICATJOlL] J." [.1..",tI(1
t~he prvuf'~~Ls:i,or.E~ {J:f' t~h;i[§ gh,8~1,1 be :t')e(l'Ll'i.::rE~d o,f
ha.1~f o.f' O'l/l:rne~r;s o:f H~t1Y' ;~nAJ:;;di~l:·ti5:'io~n tnl'tl9~tde

MirlT16so"t!8, a.r~d W~~(J ;'3el,1.,? ~for') OX~ ~:l't:t~e!npt

subd~j,,11itS:i,on t10 o:f 't\b.e ,:~:rt~a:t,e 01:: IJi:i11.T18SCyt)<8,0

;:rt8l'b3 ,J '\~ith
];~e:rl!S'i.)):~},;'5 O~t'lft1irJg o~c ,,8.G'tJ:1Xl\g i,:n ·beQlO

b,)uTIcL::T"J.e),s' of ·t.;h<01 st.at,e of'
lot:::: OL" w::'LthilV, such

Suhd 0 20 [Ls,:ndw.Lt..lb:l.n sta. oj O~ijYJ.erg;; or :(3'i.1bdiv:iders of any B1...ibdivi;s:lon locat,ed
'within t;he ;:~tat!2 OY' ag,,:,,nt:s B,ct;:i:og ,in 'b·ehalf of Stu:;11 OW:t'18I'3 oX' scibdj.·jlidsrs sha:Ll comply
lii:i:t;h the p:r'ovLsd.())u;s: of i;h.is a.ct be.fo:r'2 a:ny k1E:i.1e» att8m;pf~ to 1:,:(311 or offer fOit' sale
of lands IN.Lt;hin :encl';. subd:iv:l:S10T'io

8u10o J. [jlf:.tj,()Yl:in reID" ] Pen;0.1i::;,::Le~s: E!8tablishs:d by 1;,11.8 Ilrov::is:ions of j~h:L,,, a,ot
may be colle r,:;'t,ElI:3 ,g,gaj..n~st pl"Opert.ytJrea,19 personal9 ox' mixed;> locat,ed ·li>J:ith:i.n this state
by levy o.f exsiclltim1i1 attachment]> ''''.1',.0 g8,rnjLshment 0 The commi.B:S:l,One:r may aut:h.orize
the f:i.1:i.ng of a notdce o.f l:ic'3 p8Ti,dens 1;·r.itb. r,Bs:f.)8c.r;, to 8.ny a:ct·:i.O)l"i t,,g.ken by him for the
collect,ion of pe:ri2..1M.88o

Sec: 0 80 [PEHHI'IS Fon ./.\JJ:ENT'ELJ Sl1bd:l:IT:ision::L [Req[ti:r'ed. J
ing an 0iAmB:J':' 0:1:' subdi:vide:r ;su.'b ~18C'j;) 'to the p::co'lr:Lsic.ns o:f' this: acd:;,
agent gs pe:rntit b;)r a:r;plica.ti.on tot,;he GOm,m.iiS'si,oner bei"ore: :sel:,ti.r.g
an"v lot; or pa:t"cel o:t ,s, slibdJ.:v:i.s:J..('l:t:i.o

An eigent represent""
shall obt,a.in a,n
O~' offerir~ for sale

Q 'bd 2 [h'"" ':." " ~ +." "'," 'fn" '" """,,""',>\."'.,., J ''T'hA e;,'f"'Y'>."~ s '~'1)'~1 '., +~" C" ""1:: .. ::>"m"~ 't· ,<'h~ "ll ,"+ ~"",u· ? "' 0 ~'1..l:-'!I",.L"",.;,.a.""l,f)".",., , ..r l~ .._,.c".,L1.", 0 " .. , ,t·", '<".!>~!,i,,"...LCQ,,.,,,,,...on ~ or st",., ,1. pe.c,an~ .. " ,.,_.,!:i.... "" "au8

'the .full :name,9 ad.d.ress;l and age the appl:1..c:&nt '~,ti.:th such ot;,her irxEorraat:Lon as the
commissioner maY' refj,u.ire c Every ;;X3':r.m:i't ,\ShaJJ., 6:x'];:dJ:"8 CIT), De!ce:rriber 31 fol10'tvi:rl.g the
dat,e of i.ss'c!ance. Appli,Gation .for re'11t:f&1ial of perm:.};!:. shaJ..l be :m.a.de on or before Dec""
embeJ'." 1 o:t:' each calen12:r yei3.'];' 0

Su.bd 0 .3" [R.efu.sal o.:f perm:i:t,.J

(a) 'I'he applica.nt :f:i.:t'i'j'h filBfs W:i.tA1. f,:;hei eorarrd.sz::1..0l'119r" a 5Llret,y' bond too the state
of Hin:nesc't,a, :in S'u.ch sum. BAS 'tollS cOJ1'i:t11.'iss:ionex' shall r'e{!'xb.:>6 but, not less t.han the sum.
of' $1,90000 'rhe: 'bond. s'.hall be condti:oion\9d fo:t~b.e faithful pe:r'f"oTmJdTICe of all contracts
and agreement.s and fo:):' c©mplianc6 w1:t,h t;h6 prCJ':l1.sici11s o.;:~ th:is aet'$

(b) The comrrJJBs:ioner is s,B:t;isfied tha,t the applicant, is: o.f honest 8J1d of moral
c:harac:t,er 0

Suhd" 4" [FeeJ The initial and ren('S)W'al appl:tcation<;s for a permit, [;;hall be
accom:panJ..ed by a fee of $10.000

Saco 90 [RTJLE8 AND REmILJ~r:I'ION;SJ The <commissioner' shall make and em..force reason"'"
"i..'1e '''''''1'':'''' <:>..,,1 ""<>p'1"'1""~,,,;;,,;'t'''' +.1" ,,'a"""""'" ('>'J"i~ ·FJ.-p'l·",it.",,,,'i", ';''1'''/;:) ""'""''''''1·'o''''''~,-:: !")f T.'}"<.~,:s·"• .8..1:':f:.. o SuchI.CI"6.J,,,t., ..t:"A, ",p[>.,' l;J.,.,.,!.- •.1.. \".>1otA,~_,{;.{,L,."J,_''l.dd.:;'!!.h'" (;tV _, - ~),~.J ~•.:...I', ,,) ~J.J....~, <....~J.6l;,.-H:;:;,.I../f,I.. ':..!.•.,,!;•...t. J~lA",.&J:; l'o_",,..,t.""\t v.l..l. ..... _ .•_.'1. ""

rules and regulat;,ione shall beadopt;ed a.CGOrdll).g to the pr.ocedures p.!'(,f1Tided bY' l1irms...
sot,a, S·t,;9,tutes 19619 Chapter 1.5,9 the: Minr:18sof;,a Adrrd.rd,s;-t,;r"'bt:ive Procedures Acto

ScO"" '1 t) [ 1i' ~ '.::'i.E S''" (! !1'\?l\ffE1I1'T' Jtel l.; 0 ,.l." 1, t) .$... .k:i,JJv «t...i, ,J.,l.'.:.l",L Jf\! .~, C

or :rrri:srepre2lent in an;'! ma,,\J.ue:r '1:,0
.f01" sale 0

No (fliJ"lj,er 5J m~:bdJvid.e:r' o:r. agent, shall ad.~t'·ertise :.falsely
aXiS p'e:Z'8011. aIlf matt,e17 m8,te}'~ial to land :Bold. or of'fered



Sec 0 11.· [REFTSAL OF:
f-·c, '·'ly·1 ""d'~ 1 'Fa::;;_ J~. "u..'~ 0'> c" ._L"..,
any :t"eglst:r'at.:lon or :[igerrL, ii s
groun.ds~

r)n 7:'-:;.'.1::.';'j"'.'').; _. -I' '''''! 1" "" ~',_ n.o .1- L,.nj.~ ... ,.:.., "'. . 0l'L)G,:1~v;":I,:3:J..OIl 1.;)

:L,;,,;t].e ,9 ·to a:Llci,y or reJ:l(:!l"&'J or IrL.9:y revoke
one 01:" ,s.rW GomblnEJ,t:ion of the f'ollO'w:1.lJg

(a) vJi::Ctfn:1 o,f

(b) FU:l':'ni.sb:Lng t,,) 'Lhe
tJ..on~

})

T.-rlth:1:n. a 8t1,bd:hri.s:ion

(d)
ird:tia.l

Tl1f~ exi.s,)G81J.e(:~ Cft~\ ctrX~'f"

or rE1Tlev;ra.1. l'leg~i,ErtJ:t13.:tiorl

whieh IlifOltId. be g:rounds fox' refusal of an

Subd" 2 0 [Notice t;!,jjd b.88.:cln,g:J
"t;iO:r.1 o±~ cl, rl'3g~t;-;rtp~r:{-~i.t:::Lorl riC 8,gc::nrL il ~::~

:31,1(;[1 x'''e:f'ltsal i~o iscn.1t:J or i~o 1"ler~e1~;' O~t: s'Ltch. reVoc,q~·~

t, be OX'd8l:Eld o:nly after notice and hearing,

Subd" 3 y [Appeal."], Jln ox'dex" :rsfuB:ing OX" rCf~toki.:ng C1. reg5..;.::;-i:;rat,j..on oX' a.gent; ~ S per''''
m:it is appeaJ.a:ble f.:,of.:,he di;'3~JX'::l..c:t DO'i.1),~'" wtH·hin 30 days af'~',eY' 110-[,i08 thereof ,(,0 t,he
holder of" or a:r,lpl:1c!::nl't fo:r j • :r.egifiI:x'a.t,::Lon or :f'erm:It upon t.r18 follo'liJing groundsg

(
,.

oS. ) dii:~eret,ion in Iflctl-cLng s·u.ch orde:r ,;

( \
'\,G)

Sribd ,; 4, LNo tr1l.'Jl de xwvc.] 'I'.h.a court, 8.1:18,11 revi.ew '!;he order of t.,he
caram.::Lss:.Lone1" G0l1cdd81':L'n,g onJ:y the ev:id~;.,rtce presented. to the commii:18iol1er and shall
not. de·-terrrrirlB t,f.1EJ i.8S1.le~:; l,lIJ011 a. t.:t:i,:~Ll d,8 no"\f'C ,;

Sec: < 12" [I:NSPECTIONoJ Th(~ G.o)Ilnd.r,~>1,o.ner 0:1:" hj..s delega:1Ye ma.y :inspeet the books
and records;! plats;, pla.m:lji adyt?,:rt::l..,'.::~'Lng :(r(,'9.1;ej:';j..R.L~r-:l:nd lcmd of a:qy- O'wTI,e:r'9 subd:i.:v:tder
or e.gent, who hatS :r8girr!;:::IJ:'I":"d a under tJdJ3 act, 0 Tb.e eommiss:1onE:J:r' IP.f.:ty re""
qm:'::'8 the s'Qbmis~:>:i(m of 13ueh :'Lnf'Gr:mation as he cle8TI1S necessax'y at anytime G

Sec 0 13. LIN.J1JNC"I'IOUJ S'cibdi'\i::L:C3ion L 'D~pon ~pplicat:i.o:n. crft;he cOXlmd,s:sioner the
dist:.r:ict cot'!;rt shall ha.\J\S< ;jux'::L8Cl:i.ctlon cl:;o en;jo:Ln. a:t'z't "\Y:iola.t:lorl. of th:i.s B.cd;;,

Subd ( 2, Ea.ch eta:;)'" of corrt;i:nuE:d
viola.t:ion of t.h.i~: act shall c,o,nr::ti
~n'9 000 per v:Lol,g.t:ioJ1,

vi.olatilo:n. of ;9.Y1 o:cdeI' eD.joini:ag an,y conduct in
,,~ separate 1i"J,olat:loy.\ !Subject to penalty of

Sec 0 140 LGROSS I:ITSDEHEA1\TOR -I V:i.ola.tion. of arry JX1."ov~1..S'ion of t.rd.l:) ac·t shall be
a gross m:'LsdemeanOT'9 purr1.",.l:wl.lleby a :f'ine not! c'lxceeding ~!;500~ or by :ul1prtso!'llnent, for
a period not exceeding 011.6 year ~ or both,

Sec, 15, [CIVIL PENAVlY J T'hEJ conmLU:'SJ.OD.10T' IDe.yo ht':1.1'1g 1ft c:bril aGt:icm in tolle dist""
riet eou.rt in personGtIH or in x'em tJ) !';oJ:lect a y.JElY.laJ:ty ('If' not m.ore t;ba:o 000 per
v::LolaLion of ar.w TItle OJ;" rego.:U'd/i.on of the COl'!llTd.3sicmer oX' a.rq provision of t.;h:i.s act,

Sec, 160 .:l.ci,;, ;shal1 be effective .,July 1 9 1963 I.



PERHANE:NT' GONSUl1ER PROTEG'J":r:ON' ADVISORY' COUNCIL

Although a dr'aft, bill i.8 not, bei!Jg s'i:ibrn:Ltt~ed c;o:Q;::;.er:r.:ll1g t~h:i:s: final p:.roposal.9 :i.t
seems to the me:oibers o:.E' this infoI':ma::ll;r crea'ted Consumer PJ:'otect:ion Ad:V1Bory CO'lmcil
tha;t; the leg:1s1,a:\';,u:resl"J,ould consid",LT the (!rea.:fxi.on a pe.!'TIl:tl.nent 'body to keep watch
of leg::Lslati:ve problems :rela:t:i.ng '1:;,0 iF;;OnSmTIBJ,' pnyt~8Gt,io;)n 'toadyise 't1J.Ei legisla3;,:bre and
eX8',::ut;,ive hr'anc:n.{;,,;s ().f gc)"{re:r':rJlTIent.,

Such a group should be c:ompoiS;ed of .from ,f'i'ftieeY'l tCI t;'rlent,y members so that a cross""
section of social :inte:t:"8:st,s' can be: l"ej:'(f,'i2,SEmted Q The me:m.·t!f~r:ship should be di1T:id·z;d polit""
ieally' and sod.rilly as much as POsi5ible 0 Term;s :811ou1.d be :st.aggered ani appoi:ntment
:should be by the At,;'t,orney General or GovernoX' 0

The coun.ciVi::: du,t,ie15:.9 i.n 8.dd:iti(jlftto t:rlat of ft.'l:t"iiIiJI.::L"d,,:tng leg:5..s1atiive recommenda.""
tiona,\) a,s :1.:8 done herenrrH,11,\) ;sh\)uld :i..llclnde; adv:tsing "thE) GO'iter"nor and Attorney General
concerning methods f'oT' combatting and solu.tions to COnZUTIl6!' problems 0 I't, is believed
trJ1lt agencies: of' th®J :st.ate goV'e:rr1'11emt whi.c:h deal with consumer proble:mss :su.ch as Rail""
road and Warehouse Co:rnm:is~:%ionJ Secur:itie:s: oom:m..ission9 DepC'i.rtment of Agriculture and
others can. be aided by the establishment of a li.a:.Lson such as the proposed counc:il
between them and the consumer 0

Consumer :interest,s are usually nebulous enougbto esca.pe forceful Ertatement to
responsibile offici,als" An o:ff.::Lc:i.al council chargeB with responsibil:Lty to find and
present the consumerus vie'W'Point can cre,ate a c:loser bond bet1N'Sen the people and govern..
ment and thu::Jaid :in 'the smooth wTorki.ng of a demoerat:i.c society c


