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Highlights

®  The costs for the Office of the Attorney General to investigate and enforce violations of
the bill’s terms of service will depend on the number of complaints reported, the
investigations conducted, and the enforcement actions pursued. To some degree, any
related increase in operating costs might be offset by the collection of civil penalties
credited to the Charitable Law Fund (Fund 4180).

" Excess crowdfunded donated funds that cannot be returned to a known donor are to be
remitted to the Department of Commerce (COM) for deposit into the Unclaimed Funds
Trust Fund (Fund 5430). Donors may then make a claim through the unclaimed funds
process which is administered by COM. Funds that were donated anonymously are
required to be remitted to the Attorney General for deposit into the Crime Victims
Recovery Fund. Both agencies will experience a likely minimal cost to process these
remittances.

Detailed Analysis

The bill regulates certain crowdfunding practices. It requires a crowdfunding platform to
include provisions in its terms of service prohibiting crowdfunding organizers from using
crowdfunding donations for promoting or supporting acts of violence, an unlawful purpose, or
for any purpose other than the one specified in the solicitation or campaign for those funds. In
addition, a crowdfunding platform must include in its terms of service certain requirements for
the treatment of excess funds, discussed below.

Returning excess or terminated crowdfunded donated funds

The bill outlines procedures for a crowdfunding organizer to return donated funds in cases
where either (1) the crowdfunding campaign has met its fundraising goal, or (2) the crowdfunding
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organizer has violated the terms of service requirements under the bill. In cases where the donor
is known but cannot be located, the bill requires the crowdfunding organizer to pay these
amounts to the Department of Commerce (COM) for deposit into the Unclaimed Funds Trust
Fund (Fund 5430). Donors may then make a claim via the existing unclaimed funds process. Once
COM'’s Division of Unclaimed Funds verifies a claim, the payout to the donor would be made
under Fund 5430 appropriation line item (ALI) 800625, Unclaimed Funds — Claims. In cases of
anonymously donated funds, the bill requires those funds to be remitted to the Attorney General
for deposit into the Crime Victims Recovery Fund. Both agencies will experience a likely minimal
cost to process these remittances.

Enforcement

The bill permits the Attorney General to conduct an investigation if the Attorney General,
based on complaints or the Attorney General’s own inquiries, has reasonable cause to believe
that a crowdfunding platform has violated the terms of service requirements of the bill. The
Attorney General is required to impose on a crowdfunding platform an administrative penalty of
$10,000 for each violation. The Attorney General may also bring a civil action in a court of
common pleas for appropriate relief including a temporary restraining order and preliminary or
permanent injunction, for violations. If a crowdfunding platform has violated the terms of service
requirements more than once in a two-year period, the Attorney General may seek a civil penalty
of $10,000 per violation in addition to administrative penalties. Any administrative or civil penalty
collected under the bill will be credited to the Charitable Law Fund (Fund 4180).

While the number of new civil actions that may result from the bill is uncertain, it is not
expected to be significant for any single jurisdiction. The effect on the daily operations and
related operating expenses of the courts of common pleas will depend on the frequency with
which such actions are filed and the legal complexity of the matters involved, but likely to be
absorbed by existing staff and resources. Overall, the magnitude of work for the Attorney General
would depend on the number of complaints reported, investigations performed, and the
enforcement actions taken. Costs may be offset, to some degree, by the collection of any
penalties collected and credited to the Charitable Law Fund (Fund 4180). According to the
Attorney General’s Office, the timing and magnitude of this revenue stream are expected to be
sporadic and unpredictable.

Beginning two years after the effective date of the bill, certain information must be
reported annually from every crowdfunding platform operating in the state to the Attorney
General’s Consumer Protection Section to help ensure compliance with the bill.
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