S. Hrg. 106-71

DECEPTIVE MAILINGS AND SWEEPSTAKES
PROMOTIONS

HEARINGS

BEFORE THE
PERMANENT
SUBCOMMITTEE ON INVESTIGATIONS

OF THE

COMMITTEE ON
GOVERNMENTAL AFFAIRS
UNITED STATES SENATE

ONE HUNDRED SIXTH CONGRESS

FIRST SESSION

MARCH 8 AND 9, 1999

Printed for the use of the Committee on Governmental Affairs

&R



S. Hrg. 106-71

DECEPTIVE MAILINGS AND SWEEPSTAKES
PROMOTIONS

HEARINGS

BEFORE THE
PERMANENT
SUBCOMMITTEE ON INVESTIGATIONS

OF THE

COMMITTEE ON
GOVERNMENTAL AFFAIRS
UNITED STATES SENATE

ONE HUNDRED SIXTH CONGRESS

FIRST SESSION

MARCH 8 AND 9, 1999

Printed for the use of the Committee on Governmental Affairs

&R

U.S. GOVERNMENT PRINTING OFFICE
57-308 cc WASHINGTON : 1999

For sale by the Superintendent of Documents, Congressional Sales Office
U.S. Government Printing Office, Washington, DC 20402



COMMITTEE ON GOVERNMENTAL AFFAIRS
FRED THOMPSON, Tennessee, Chairman

WILLIAM V. ROTH, Jr., Delaware JOSEPH I. LIEBERMAN, Connecticut
TED STEVENS, Alaska CARL LEVIN, Michigan

SUSAN M. COLLINS, Maine DANIEL K. AKAKA, Hawaii

GEORGE V. VOINOVICH, Ohio RICHARD J. DURBIN, Illinois

PETE V. DOMENICI, New Mexico ROBERT G. TORRICELLI, New Jersey
THAD COCHRAN, Mississippi MAX CLELAND, Georgia

ARLEN SPECTER, Pennsylvania JOHN EDWARDS, North Carolina

JUDD GREGG, New Hampshire

HANNAH S. SISTARE, Staff Director and Counsel
JOYCE A. RECHTSCHAFFEN, Minority Staff Director and Counsel
LyYNN L. BAKER, Chief Clerk

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS
SUSAN M. COLLINS, Maine, Chairman

WILLIAM V. ROTH, JRr., Delaware CARL LEVIN, Michigan

TED STEVENS, Alaska DANIEL K. AKAKA, Hawaii
GEORGE V. VOINOVICH, Ohio RICHARD J. DURBIN, Illinois
PETE V. DOMENICI, New Mexico MAX CLELAND, Georgia

THAD COCHRAN, Mississippi JOHN EDWARDS, North Carolina

ARLEN SPECTER, Pennsylvania

TIMOTHY J. SHEA, Chief Counsel and Staff Director
LINDA J. GusTITUS, Minority Chief Counsel and Staff Director
MaRrY D. ROBERTSON, Chief Clerk

(ID



CONTENTS

Opening statements:
Senator COLINS .....oiiiiiiiieiiee ettt et eetre e e etaee e e reeeseaaeeeeeaaeeeeaneeas
Senator Levin .....
Senator Stevens
Senator Edwards ...
Senator Akaka .......
Senator Durbin ..
SENALOT SPECLET ...eoeiieiiieiiiieiieeie ettt ettt ettt ettt et e e be et eebeessbeeneeas

WITNESSES

MoONDAY, MARCH 8, 1999
Eustace A. Hall, Brandon, Florida, acompanied by Angela Hall, Tallahassee,

FLOTIAA .etiiiiiiiieeieee et ettt ettt e e et esabe et e b e beeeabeenaeas 9
Carol Gelinas, Bangor, Maine .. 11
Patti McElligott, Tyler, Texas .........ccccccveevveeercrveenns 12
Stephanie Beukema, Cambridge, Massachusetts ... 14
Charles Doolittle, Inverness, Florida ... 16
Karol Carter, DVM, Troy, Michigan .... 17
dJ. Joseph Curran Jr. , Attorney General, 35
Virginia L. Tlerney, Member Board of Directors, Amerlcan Association of

Retired PerSOms .......coouiiiiiiiiiiieiieeeee ettt 38

TUESDAY, MARCH 9, 1999
Naomi Bernstein, Vice President of Marketing Services, American Family

PUDBLISHETS ..ooiiiiiiiiciieiiecee ettt 59
Deborah J. Holland, Senior Vice President, Publishers Clearing House ............ 62
Peter Davenport, Senior Vice President, Global Marketing, The Reader’s Di-

gest Association, Incorporated ..........cocoooiieiiieriiiiiiieee e 65
Elizabeth Valk Long, Executive Vice President, Time, Inc. .......ccceeevvvvviveennnnnnn. 68

ALPHABETICAL LIST OF WITNESSES

Bernstein, Naomi:

TE@SEIMOTLY ..veiecvvieeeiiieeeitieeeiteeeetreeesteeeetreeestreeessseaesssseeesssseaasssesesssseesnssseeannnns 59

Prepared Statement ...........cooceeiiiiiiiiniieieee e 130
Beukema, Stephanie:

TE@SEIIMOILY ..veeeeevieeeirieeeittieeeitteeeetreeesteeeetreeeetaeeesaeseaesssseeassseeasssesenssseesssseeeannnes 14

Prepared Statement ...........cocceeviiiiiieiiieieeee e 112
Carter, DVM, Karol:

Testimony ............... 17

Prepared statement 114
Curran, J. Joseph Jr.:

TESEIMOTLY ..veeecerieeeirieeeirieeeiteeeeteeeesteeesereeeetaeeesasreaesssseeassseeasssaaesssseesnsseeeannens 35

Prepared Statement ...........cocceeiiiiiiiiiieieee e 116
Davenport, Peter:

TE@SEIMOTLY ..veiecvrieeeiiieeeiitieeeitteeesteeeesreeeestreeestreeesssseaesssseesssseaassaaansssasansseeeannnns 65

Prepared Statement ...........cooceeiiiiiiiiniieeee e 144
Doolittle, Charles:

Testimony ............... 16

Prepared statement 113
Gelinas, Carol:

TE@SEIMOILY ..veiicvvieeeiiieeeirieeeiteeeetreeesteeeestreeeetaeeesssseaesssseeasseeassssasesssseeansseeeannnns 11

Prepared Statement ...........cooceeiiiiiieniieieeee e 110



v

Page
Hall, Eustace A.:
TESTIMIOILY ..eeieetieieitieeeit ettt ettt ettt ettt e st e e et e e e bt e e bt e e e sbaeessabeeesanes 9
Prepared statement ...........ccccooeciiieiiiiiniiiee e 109
Holland, Deborah J.:
TESTIMIOILY ..eeieuetieiiiiiieeit ettt ettt ettt e sttt e et e e et e e e et e e e sbeeesnabeeesanes 62
Prepared statement ...........ccccooeciiiiiiiiiiiiiicee e 133
Long, Elizabeth Valk:
TESTIMIOILY ..eeieutieieitieeeit ettt ettt e ettt e et e e e bt e e e bt e e e sbeeessabeeeeanes 68
Prepared statement .. . 149
McElligott, Patti:
TESTIMIOILY ..eeieetieiiiiieeeitte ettt ettt ettt ettt ettt e et e e s bt e e e bt e e e sbeeesnabeeesanes 12
Prepared statement ...........cccooeciiieiiiiiiiiiieceee e 111
Tierney, Virginia L.:
TESTIMIOILY ..eeieetieiiiiieeeitee ettt ettt ettt e st e e et e e e bt e e e bt e e esbeeessabeeeeanes 38
Prepared statement with attachments ...........cccccovviiiiiiiiiinniiiineees 117
ExHIBITS
*May Be Found In The Files of the Subcommittee
1. Publishers Clearing House Mailing: “I'm in a bit of hot water—and only
you can help me out.”—Letters from Dorothy Addeo, Contest Manager,
Publishers Clearing House, dated October 10, 1997 .......ccccccovviviirneennicnnnen. 155
2. Publishers Clearing House Mailing: “Open Your Door To $31 Million” ...... 157
3. Publishers Clearing House Mailing: “Important Information About Your
Order and Entry: Status Upgraded”™—Gold Club Mailing ..........cccccceevveennenn. 159
4. Publishers Clearing House Mailing: “Congratulations from both of us.
. You're guaranteed to win a prize . . .7 ..ccooviiiiiiiiieieeeeee e 165
5. Publishers Clearing House Mailing: “‘Please Help Me!’—When your name
came up as potential winner of the $3,500,000.00 SuperPrize, we ran
a check of your file to see that everything was in place. . Stamped
across your file are the words ‘NO RECENT ORDER ACTIVITY: DROP
FROM REGULAR MAILING LIST.”” .cocuteiiiiieeieeieeseeet et 171
6. American Family Publishers Mailing: “Final Review Pending” sent to
Senator Susan M. Collins ........ccccceviiiriiiiniiiiieeiieie et 172
7. American Family Publishers Mailing: “It’s Down To A 2 Person Race
For $11,000,000—You And One Other Person . . .” ..eeeeeceeeeeeeeeesennens 178
8. Time Inc. Mailing: “You Were Declared One of Our Latest Sweepstakes
Winners And You’re About To Be Paid $833,337.00 In Cash!” .................... 179
9. Time Inc. Mailing: “Senior Citizen Rate” and “Preferred Subscriber” 180
10. Time Inc. Mailing: Guaranteed and Bonded Sweepstakes III—
“$1,666,675.00 Grand Prize Announcement” and “Resident Sweepstakes
DECLATAEION” ..ottt ettt ettt et e st et e e bt e taeebeessbesnbaennns 182
11. Reader’s Digest Mailing: “Yes, Reward Entitlement, Granted and Guaran-
teed” and “No, Reward Entitlement, Denied and Unwarranted.” ................. 184
12. Reader’s Digest Mailing: “Declaration—$2,000,000.00 Winners Selection
SEAZGE” oottt et ettt et e b e s abe bt e s abe e beesabeeteas 186
13. Reader’s Digest Mailing: “Good luck, and remember the word that every
winner since 1962 has used. Yes!””—“Yes” and “No” envelopes .................. 187
14. Reader’s Digest Mailing: “$500,000.00 Certificate of Recognition” sent to
Mrs. Wim. ROOSENDETE ...c..ooiuiiiiiieiiieieeee ettt e 200
15. Reader’s Digest Mailing: “$500,000.00 Weekend Bonus Certificate” 201
16. Reader’s Digest Mailing: Letter from Hudson Armored Car and Courier
Service of Westchester, Inc. contained in Reader’s Digest solicitation ........ 203
17. a. List of payments made to Reader’s Digest by Mrs. Wm. Roosenberg
A0 1998 et 205
b. Reminder Notice to Gertrude Roosenberg from Reader’s Digest 206

18. Life Mailing: “JOSEPH P MCELLIGOTT - ESTATE HAS WON
BL,666,675.00 . . .7 oottt 208

19. Picture of Dr. Karol Carter’s father’s basement 209

20. Videotape prepared by the Office of the Michigan Attorney General of
the home of Gertrude Ro0Senberg ..........cccceeviiieeiiiiieciieeeeeeeee e *




21.

22.

23.

24.
25.

26.

27.

28.

29.

30.

31.

32.

33.
34.
35.
36.

37.

38.

39.

\%

Chicago Tribune, February 22, 1999, “Giveaways’ Odds Draw Law-
INAKETS” ..oiiiiiiieiiiete ettt ettt ettt et e e bt et e et e et e e bt e st e e natesabe e tbeenbeeeabeenteas
Chicago Tribune, January 3, 1999, “Digest Adjusts With Life In These
United SEALES” .ouviiiieeiieie ettt ettt et eaeas

Reader’s Digest responses to questions posed at March 9, 1999 hearing:

a. May 25, 1999 correspondence to Mary D. Robertson, Permanent Sub-

committee on INVestigations .........ccccceeccvieeeiiiieeiiiee e e
b. March 19, 1999 correspondence to Senator Arlen Specter ...........ccceuee.e.
c. April 9, 1999 correspondence to Leslie Bell, Permanent Subcommittee

0N INVESEIGATIONS ...vviiiiiiiiciiie ettt e e e e e sar e e e bee e e ebeeeeasaeeenes
d. March 19, 1999 correspondence to Senator John Edwards ..
e. March 19, 1999 correspondence to Senator Carl Levin ...................
Publishers Clearing House Mailing: “$35 Million Acceptance Notice” .........

Publishers Clearing House responses to questions posed at March 9,
1999 hearing:

a. April 2, 1999 correspondence to Senator Arlen Specter ...........ccccveenneeen.
b. March 24, 1999 correspondence to Senator John Edwards ............cc........

American Family Enterprises responses to questions posed at March
9, 1999 hearing:

a. April 7, 1999 correspondence to Senator Arlen Specter ...........ccccvveneeen.
b. April 9, 1999 correspondence to Senator Susan Collins .....
c. March 22, 1999 correspondence to Senator John Edwards
Reader’s Digest letter, dated February 19, 1998, to Mr. Bobby Bagwell
of North Carolina .........cccceeiiiiiiiiiiiiiitee e
Time Inc. correspondence dated April 7, 1999 in response to question
posed at March 9, 1999 hearing by Senator John Edwards

Memoranda prepared by Kirk E. Walder, Investigator, Permanent Sub-
committee on Investigations, and Emmett Mattes, U.S. Postal Inspection
Service Detailee, dated March 2, 1999, to Permanent Subcommittee on
Investigations’ Membership Liaisons, regarding Background: March 8 and
9, 1999 Hearing—"“Deceptive Mailings: Sweepstakes Companies” ...............
Samples of correspondence received by the Senator Carl Levin, Ranking
Minority Member, Permanent Subcommittee on Investigations, in re-
sponse to the hearings .........ccccooiiiiiiiiiiiii e
Publishers Clearing House pamphlet, “SweepSmarts—The Sweepstakes
Education, Awareness and Assistance Program” ...........cccccceevveeeeeveeesiueeenenns
The Direct Marketing Association (DMA) pamphlets, “Direct Marketing
Association Guidelines for . . . Ethical Business Practice” and “Direct
Marketing Association Presents Sweepstakes Advertising—A Consumer’s
GUIAR” ..ottt ettt ettt e
Public Hearing On Sweepstakes Promotions before the National Associa-
tion of Attorneys General, February 24, 1999, Indianapolis, Indiana .........
American Association of Retired Persons response to question posed at
March 8, 1999 hearing .........ccocceeviiiiieiiiiiicieeeeete et
“Motor Vehicle Awards” mailing received by Allan Carter ...........ccccecuenee.
“Settlement” between State of New York, Bureau of Consumer Frauds
and Protection and American Family Publishers regarding promotional
practices of American Family Publishers, dated August 21, 1998 ...............
“Multi-State Settlement” between the States of Alabama, Arkansas, Ari-
zona, California, Hawaii, Idaho, Illinois, Kansas, Kentucky, Massachu-
setts, Michigan, Minnesota, Mississippi, Montana, Nebraska, New Hamp-
shire, New Jersey, New Mexico, Nevada, North Carolina, Ohio, Okla-
homa, Oregon, Pennsylvania, Rhode Island, South Dakota, Tennessee,
Texas, Virginia, Washington, and the District of Columbia and American
Family Publishers regarding promotional practices of American Family
Publishers, dated March, 1998 .........ccovviiiiieiiiiieee et eanaes
State of California statute concerning sweepstakes/contest advertising,
effective January 1, 1999 ......cccoviiiiiiiiieiieeete e e
Letter of Senator Susan M. Collins, Chairman, Permanent Subcommittee
on Investigations, dated January 25, 1999, requesting information and
material from American Family Enterprises, Publishers Clearing House,
The Reader’s Digest Association, Inc., and Time Inc. ......ccccceeviiiiieniinnennen.

Page

210

213

217
219

231

232
233

235

237
242

243
247
248

250

251

255

291

318
319



VI
Page
40. Letter of Senator Carl Levin, Ranking Minority Member, Permanent
Subcommittee on Investigations, dated January 28, 1999, requesting ad-
ditional information and material from American Family Enterprises,
Publishers Clearing House, The Reader’s Digest Association, Inc., and .
TEIME INC. ittt ettt e bt e bt e e et e e bte e e

41. SEALED EXHIBITS (Contains Proprietary Business Information):

a. Letter from American Family Enterprises (via Akin, Gump, Strauss,
Hauer and Feld, L.L.P.), dated February 17, 1999, in response to
Senator Susan M. Collins’ and Senator Carl Levin’s requests for infor-
mation and material ...........cocceiiiiiiiiiii e *

b. Supplemental letter from American Family Enterprises (via Akin,
Gump, Strauss, Hauer and Feld, L.L.P.), dated February 19, 1999,
in response to Senator Susan M. Collins’ requests for information
and material, enclosing AFE Rules Manual, AFP Sortkey, and AFP
Mail/Telephone Customer Service Adjusting .........ccoeceeveeniiieniensieennennne *

c. Supplemental letter from American Family Enterprises (via Akin,
Gump, Strauss, Hauer and Feld, L.L.P.), dated February 25, 1999,
in response to Senator Susan M. Collins’ requests for information
and material ..o e *

d. Supplemental letter from American Family Enterprises (via Loeb and
Loeb, L.L.P.), dated January 14, 1999, to Kirk E. Walder, Investigator,
Permanent Subcommittee on Investigations, in response to Senator
Susan M. Collins’ requests for information and material ........................

e. Supplemental letter from American Family Enterprises (via Akin,
Gump, Strauss, Hauer and Feld, L.L.P.), dated March 2, 1999, in
response to Senator Susan M. Collins’ requests for information and
MALETIAL .oiiitiiiiiieiieie ettt et aeeaeas *

f. Supplemental letter from American Family Enterprises (via Akin,
Gump, Strauss, Hauer and Feld, L.L.P.), dated March 3, 1999, in
response to Senator Susan M. Collins’ requests for information and
MALETIAL ..ottt *

g. Supplemental letter from American Family Enterprises (via Akin,
Gump, Strauss, Hauer and Feld, L.L.P.), dated March 4, 1999, in
response to Senator Susan M. Collins’ requests for information and
MALETIAL .eiiiiiiiii e st *

h. Four (4) supplemental letters from American Family Enterprises (via
Akin, Gump, Strauss, Hauer and Feld, L.L.P.), dated March 5, 1999,
in response to Senator Susan M. Collins’ requests for information
and MAterial ......occcioiiiiiiiie e *

42. SEALED EXHIBITS (Contains Proprietary Business Information):

a. Letter from Publishers Clearing House, dated February 10, 1999, in
response to Senator Susan M. Collins’ requests for information and
MALETIAL .eiiiiiiiieii ettt et beetee e *

b. Letter from Publishers Clearing House, dated February 12, 1999, in
response to Senator Susan M. Collins’ requests for information and
MALETIAL .eiiiiiiiieiii ettt sttt e sbeetee e *

c. Supplemental letter from Publishers Clearing House, dated February
19, 1999, in response to Senator Susan M. Collins’ requests for infor-
mation and material ...........cccovviiiiiiiiiiii e *

d. Supplemental letter from Publishers Clearing House, dated February
25, 1999, to Kirk E. Walder, Investigator, Permanent Subcommittee
on Investigations, in response to Senator Susan M. Collins’ requests
for information and material .........cccccocueeiiiiiiiiiiin, *

e. Supplemental letter from Publishers Clearing House, dated January
13, 1999, to Kirk E. Walder, Investigator, Permanent Subcommittee
on Investigations, in response to Senator Susan M. Collins’ requests
for information and material .........c...cocceiiiiiiiiiiiiie, *

f. Supplemental letter from Publishers Clearing House, dated February
5, 1999, to Kirk E. Walder, Investigator, Permanent Subcommittee
on Investigations, in response to Senator Susan M. Collins’ requests
for information and material .............cocceeiiiiiiiiiiiii e, *

g. Supplemental letter from Publishers Clearing House, dated February
8, 1999, to Kirk E. Walder, Investigator, Permanent Subcommittee
on Investigations, in response to Senator Susan M. Collins’ requests
for information and material ...........ccoccooiiiiiiniiiie *



VII

42. SEALED EXHIBITS (Contains Proprietary Business Information)—Con-
tinued
h. Supplemental letter from Publishers Clearing House, dated February

25, 1999, to Kirk E. Walder, Investigator, Permanent Subcommittee
on Investigations, in response to Senator Susan M. Collins’ requests
for information and material ........cccccoceiriiiiiiiniiini,
Supplemental letter from Publishers Clearing House, dated February
26, 1999, to Senator Susan M. Collins, Chairman, Permanent Sub-
committee on Investigations ...........cccoccceeeriiiieiiiieeniieeeeee e
Supplemental letter from Publishers Clearing House, dated March
3, 1999, to Kirk E. Walder, Investigator, Permanent Subcommittee
on Investigations, in response to Senator Susan M. Collins’ requests
for information and material ..........c.cccoiiiiiiiiiiinie

43. SEALED EXHIBITS (Contains Proprietary Business Information):

a.

Letter from Reader’s Digest Association, Inc., dated February 10, 1999,
in response to Senator Susan M. Collins’ requests for information
and material, containing non-confidential information .............ccccecuveee.

. Letter from Reader’s Digest Association, Inc., dated February 10, 1999,

in response to Senator Susan M. Collins’ requests for information
and material, containing “highly confidential and proprietary informa-
L5163 ¢ OO USSP OUSRUPRUPPURPRURUPRNE

. Letter from Reader’s Digest Association, Inc., dated February 12, 1999,

in response to Senator Carl Levin’s requests for information and mate-
rial, containing “highly confidential and proprietary information” .........

. Supplemental letter from Reader’s Digest Association, Inc., dated Feb-

ruary 17, 1999, in response to Senator Susan M. Collins’ requests
for information and material ............cccceeeeiiiiiiiiiieeiee e

. Supplemental letter from Reader’s Digest Association, Inc., dated Feb-

ruary 19, 1999, in response to Senator Susan M. Collins’ requests
for information and material ............ccccceeeiiiieeiiieecee e
Supplemental letter from Reader’s Digest Association, Inc., dated Feb-
ruary 3, 1999, in response to Senator Susan M. Collins’ requests
for information and material ............cccceeeiuiiieeiiiieiiee e

. Supplemental letter from Reader’s Digest Association, Inc., dated Feb-

ruary 26, 1999, in response to Senator Susan M. Collins’ requests
for information and material ...........cccccooeeiiieeiiiiieiiie e

. Supplemental letter from Reader’s Digest Association, Inc., dated

March 3, 1999, in response to Senator Susan M. Collins’ requests
for information and material ...........ccccoceeieiieiiiiiiiiiee e

44. SEALED EXHIBITS (Contains Proprietary Business Information):

45.

a.

b.

Letter from Time Inc., dated February 10, 1999, in response to Sen-
ator Susan M. Collins’ requests for information and material ................
Letter from Time Inc., dated February 12, 1999, in response to Sen-
ator Carl Levin’s request for information and material ..........c.ccccoueneen.

Correspondence from Gary L. Betz, Special Counsel to Florida Attorney
General Robert A. Butterworth, dated March 12, 1999, to The Honorable
Susan M. Collins regarding the State of Florida’s investigation into
sweepstakes fraud and suggested requirements for sweepstakes solicita-
10N MALETIALS ..ooviiiiiiiiiiiiiiii e

Page



DECEPTIVE MAILINGS AND SWEEPSTAKES
PROMOTIONS

MONDAY, MARCH 8, 1999

U.S. SENATE,
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS,
OF THE COMMITTEE ON GOVERNMENTAL AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 9:33 a.m., in room
SD-342, Dirksen Senate Office Building, Hon. Susan M. Collins,
Chairman of the Subcommittee, presiding.

Present: Senators Collins, Stevens, Levin, and Edwards.

Staff Present: Timothy J. Shea, Chief Counsel/Staff Director;
Mary D. Robertson, Chief Clerk; Kirk E. Walder, Investigator;
Kathy Cutler, Congressional Fellow; Emmett Mattes, Detailee, U.S.
Postal Inspection Service; Brian Benczkowski (Senator Domenici);
Michael Loesch (Senator Cochran); Frank Brown (Senator Specter);
Felicia Knight (Senator Collins); Chris Ford and Dan Blair (Gov-
ernmental Affairs); James Dean (Senator Campbell); Linda
Gustitus, Minority Chief Counsel and Staff Director; Bob Roach,
Counsel to the Minority; Leslie Bell, Congressional Fellow; Nanci
Langley (Senator Akaka); Marianne Upton (Senator Durbin);
Maureen Mahon and Karen Robb (Senator Edwards); and Diedre
Foley (Senator Lieberman).

OPENING STATEMENT OF SENATOR COLLINS

Senator COLLINS. The Subcommittee will please come to order.
Good morning.

Last year, prompted by complaints that I received from my con-
stituents in Maine, as well as by an initial hearing on this issue
held by Senator Cochran, the Permanent Subcommittee on Inves-
tigations began an investigation into deceptive mailings. The hear-
ings today and tomorrow are the first in a series examining pro-
motional mailings, particularly sweepstakes, that flood the mail-
boxes of Americans with more than a billion pieces of mail a year.

These first two hearings will examine the nature and the impact
of sweepstakes run by several major companies, including Amer-
ican Family Enterprises, Publishers Clearing House, Time Inc.,
and the Reader’s Digest Association, Incorporated. Let me empha-
size that, to date, our investigation has uncovered no evidence that
the sweepstakes offered by these particular companies are fraudu-
lent. These companies run legitimate sweepstakes in the sense that
all the prizes are awarded, none requires a purchase to enter the
sweepstakes, and all entries are treated in an equal fashion. Subse-
quently hearings will focus on promotional mailings that are out-
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right fraudulent, such as the sweepstakes in which no prize is ever
awarded. That is not the issue before us today.

Instead, this hearing will examine the increasingly deceptive and
aggressive marketing techniques used by the legitimate sweep-
stakes companies. We will explore whether repeated mailings, mis-
leading language, the use of trusted spokesmen, “Government look-
alike” mailings, and the combination of large headlines and small
disclaimers are unfair practices that deceive consumers into mak-
ing excessive, unneeded purchases. In addition, we will examine
how laws can be changed to make sweepstakes less deceptive and
how the companies themselves could take steps to be more honest
with the consumers receiving their mailings.

Since I initiated this investigation several months ago, I have
heard from individuals all across this country who have told me
their personal experiences with these sweepstakes. Time and time
again, family members, such as the ones that we are going to hear
from today, have described sweepstakes companies bombarding el-
derly relatives with repeated mailings, each one giving the false
impression that purchases will bring the consumer closer to win-
ning the grand prize. Such deceptive mailings hurt individuals in
two ways.

First, there is the obvious financial harm of a senior citizen wast-
ing thousands, perhaps tens of thousands, on purchases that the
senior citizen neither needs nor wants. The Subcommittee has re-
ceived and reviewed cases of seniors who, enticed by the bold prom-
ises of deceptive sweepstakes, spent their Social Security checks,
squandered their life savings, and even borrowed money in order
to continue to make purchases, thinking that buying unwanted
magazines, trinkets, and other products would somehow make
them win the grand prize.

For an example, a 74-year-old woman from New York wrote to
me about how she thought the purchases she was making en-
hanced her chances of winning. She went deeply in debt in playing
sweepstakes. In her letter she said, “My only source of income is
a monthly Social Security check totaling $893. I estimate that I
have spent somewhere between $10,000 and $20,000 in the last 19
years. What money I did not have, I borrowed from my daughter
who is now responsible for my total financial support. I am deeply
in financial debt. Their mailings were worded in such a way that
I was certain I was going to win anywhere from $1 million to $10
million. I am finished with all of the contests. I truly wish I could
recoup the monies that I squandered foolishly in the hope that a
real pay-off would come my way.”

Another individual interviewed by the Subcommittee’s investiga-
tors said that he spent in excess of $30,000 over 3 years on sweep-
stakes mailings. He sold stocks, he borrowed on his credit cards
and from a loan shark to pay his bills, and he was just about to
lose his home. In a 2-month period, he received 24 mailings from
just one of the major sweepstakes companies. In response to each
and every mailing that he received, he bought products, convinced
that that would make him a winner. This elderly American showed
our investigators a recent bill that went on for 10 pages, listing
over 350 purchases totaling over $10,000. Now, in this case, the
company involved—Publishers Clearing House—has done the right
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thing by refunding this individual $9,000, but such restitution ap-
pears to be the exception and not the rule.

Yet another gentleman told us that he put a $6,000 down pay-
ment on his dream home. He packed up his belongings and waited
for his $11 million from American Family Publishers. It never ar-
rived, and he was hospitalized with stress-related pains. He lost his
dream house, he lost his down payment, and he lost $7,000 that
he spent buying books, magazines, and cassettes that he did not
want.

The losses suffered by consumers cannot be measured in dollars
alone. As one elderly gentleman put it in a letter to me, “My wife
has finally come to realize that she has been duped by the sweep-
stakes solicitations for all these years. Although the financial drain
is now halted, the loss of her dignity is incalculable.”

Deceptive mailings promising consumers that they are “guaran-
teed winners” or “finalists” create the expectation of a huge cash
prize, unfairly raising the hopes of many sweepstakes players. One
woman was so certain that she had won that she canceled a doc-
tor’s appointment in order to be home to meet the Prize Patrol.
Similarly, another postponed needed surgery because she did not
want to miss Ed McMahon’s arrival with her winnings.

The stories that we will hear today and the evidence that the
Subcommittee has compiled demonstrate that these are not iso-
lated examples. Moreover, far too often, the victims of deceptive
sweepstakes mailings are senior citizens—people who come from a
generation that is trusting. They tend to believe what they read,
particularly if it is endorsed by a trusted authority, comes from a
well-known company, or includes language that makes it seem to
be official. Too many times, the disclosures are few and hard to lo-
cate, they are cleverly worded, and in tiny print.

One of the goals of these hearings is to inform consumers that
they don’t have to buy to win and that buying does not improve
their chances of winning. But this should not require a Senate
hearing. These disclosures, as well as the odds of winning, should
be much clearer in these mailings. You should not have to use a
magnifying glass to read the fine print or have to search to figure
out how to enter a contest without making a purchase.

The witnesses we will hear from today will each describe the de-
ception that caused them or their loved ones to be taken in by
sweepstakes mailings. I want to praise them for their courage in
coming forward to share their experience. I know that it is not
easy. But by coming forward, you will help others avoid the mis-
takes that have affected your families.

The Subcommittee’s second panel will include a representative of
the American Association of Retired Persons as well as the Attor-
ney General of the State of Maryland. He will describe State efforts
to combat deceptive and unfair practices used in sweepstakes pro-
motions.

All of the witnesses today will help us better understand the na-
ture of the problem, the impact of deceptive mailings, and what the
Senate should do to curtail this unfair practice.

I would now like to turn to my colleagues for any opening state-
ments that they may have. I would first like to yield to Senator
Levin, who is the Subcommittee’s Ranking Minority Member. Sen-
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ator Levin has been a leader in trying to curtail deceptive mailings.
He has a longstanding interest in this issue and is the author of
legislation that was introduced last Congress and this Congress as
well. Senator Levin.

OPENING STATEMENT OF SENATOR LEVIN

Senator LEVIN. Thank you, Madam Chairman.

Everybody wants to be a winner, and when you are told that you
are one, absolutely, definitely, that is pretty powerful medicine,
powerful enough to make a lot of people overlook the fine print that
tells you that your winning is dependent upon having the right
number and returning it within the prescribed time period.

Most of us also want to provide for our families. As we get older,
with little ability to earn income, often, some worry that they will
end up being financially dependent on their children. Others hope
that they could leave a little nest egg for their family. And when
we are lonely, it feels good to have someone pay attention to us.
And when we are bored, it feels good to have something to do.

These natural human instincts power the sweepstakes industry,
a multi-billion dollar industry that is used to sell everything from
magazines to videotapes to simple hope.

Last year, as the Ranking Democrat on the Subcommittee with
jurisdiction over the Postal Service, I asked the Chairman of that
Subcommittee, Senator Cochran, to hold the hearing that Senator
Collins has referred to on the mass marketing of sweepstakes in
America and the use of the mails for deceptive and fraudulent
sweepstakes offers.

We learned at that hearing that the financial cost to consumers
of deceptive and fraudulent sweepstakes is a serious problem and
one that particularly plagues our senior citizens. We also learned
that the Postal Service has inadequate law enforcement tools to
combat it.

Joined by Senators Collins and Durbin, I sponsored legislation to
close some of the loopholes that allow some egregiously deceptive
practices to be considered legal. Some of the deceptive practices
that we are going to be hearing about are currently considered
legal because of those loopholes, and the purpose of that legislation
was also to give the Postal Service the enforcement tools that it
needs.

We weren’t able to get action on that legislation before the last
Congress adjourned, but this year I am optimistic that we are
going to toughen our laws and end some of these abuses. And the
hearings that you have called, Madam Chairman, should help a
great deal in that effort.

The figures with respect to sweepstakes that are run by the big
four sweepstakes companies from whom we are going to hear to-
morrow—American Family Publishers, Publishers Clearing House,
Reader’s Digest, and Time Inc.—are huge. These four companies
alone, combined, mail out 1.5 billion pieces of mail a year promot-
ing sweepstakes. They spend hundreds of millions of dollars run-
ning their sweepstakes programs. Some of these companies will
run one sweepstake for 2 years, sending out 800 million pieces of
mail in over 200 separate mailings. These mailings look different
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even though they are for the same sweepstake, and many of these
mailings go to the same individuals.

These sweepstakes might have odds of winning of only 1 in 150
million. Reader’s Digest has told us that it is possible that a single
individual could get up to 122 mailings in any 1 year for their var-
ious sweepstakes promotions. And though the average respondent
who buys something spends on the order of $40 to $90 on products
promoted with sweepstakes, in one company over a half a million
individuals are spending $100 to $500 a year to buy sweepstakes-
related products, and thousands of Americans are spending thou-
sands of dollars a year buying those products. So make no mistake
about it. This is not just junk mail we are talking about. This is
big business.

In the process of pushing products by using sweepstakes, compa-
nies are taking advantage of the average person’s desire to win and
to get a little something extra. And the promotions used to seduce
a customer over the edge, to take the step to respond to the solici-
tation and to purchase a product are very cleverly designed.

Now, for the most part, the companies that we are talking about
today and tomorrow are companies that know the law. They go
right up to the edge to promote their products, but still stay within
the law, often just barely. The problem is that the current law is
feeble, full of loopholes, and needs to be significantly strengthened.

We have got to require that sweepstakes solicitations state af-
firmatively in large and clear type that the recipient is not obli-
gated to purchase a product in order to win, and I think maybe
most importantly we have got to change the law to require that the
sweepstakes solicitations state affirmatively and in large and clear
type that purchases of products do not increase the recipient’s
chances of winning. That to me is a critical issue because so many
of the people who receive these sweepstakes believe that their
chances of winning are increased if they buy a product. In fact,
many believe that the only chance that they will have of winning,
despite the fine print, is if they buy a product.

There are also too many other companies that cross over the line
of legality and actually perpetrate fraud and deception. And for
those companies, we have to increase the penalties and strengthen
our enforcement capability. We have got to give the Postal Service
subpoena authority. We have got to provide immediate and tougher
civil penalties for violations. My bill, for instance, would provide a
penalty of $10,000 per illegal item; and that means each envelope.

Exposing deceptive and fraudulent practices is a critically impor-
tant function of this Subcommittee, and I want to commend Sen-
ator Collins for scheduling these hearings. I am proud to be a co-
sponsor of her legislation. I am proud to have her as a cosponsor
of my bill, and I know we both look forward to the Senate passing
legislation this year. We have been joined by many other Members
of this Subcommittee and other members of the Senate. I think
with their help and with the help of the kind of hearings which are
now scheduled by Senator Collins for which we and the Nation are
in her debt, we have a good chance of passing legislation this year.

Today we have with us individuals who know firsthand how
sweepstakes promotions can lead to heavy financial costs and often
psychological heartbreak. I want to commend each one of you for
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being willing to come to Washington, to be with us here publicly
today, and to tell some very personal stories. We are very appre-
ciative of the candor, of your willingness to share with us some-
times some very painful personal matters, by your doing so, we be-
lieve, will make it possible that others will avoid the kind of grief
that you are going to describe. And we are very grateful to you.

Senator COLLINS. Thank you very much, Senator Levin.

Senator Stevens, I am very pleased to yield to you if you have
any opening comments, and I want to thank you for cosponsoring
the legislation that I have introduced to crack down on deceptive
mailings.

OPENING STATEMENT OF SENATOR STEVENS

Senator STEVENS. I am pleased you are holding the hearings, and
I am particularly concerned about the impact of some of the ways
these sweepstakes are presented to the elderly. So I am happy to
be here. Thank you.

Senator COLLINS. Thank you.

Senator Edwards, it is a great pleasure to welcome you to the
Subcommittee. I am sure we will benefit greatly from having you
as a Member, and I just want to welcome you and also express my
appreciation for your cosponsorship of the legislation. Do you have
any opening comments you would like to make.

OPENING STATEMENT OF SENATOR EDWARDS

Senator EDWARDS. Yes, Madam Chairman. Thank you very
much. It is an honor for me to cosponsor that legislation.

First, let me extend my thanks to Senators Levin and Collins for
holding these hearings. Sweepstakes fraud is a major problem in
my home State of North Carolina.

In fact, investigators in the Consumer Protection Division of the
Attorney General’s Office in North Carolina have told me that
since January 1997, they have received more than 400 complaints
about sweepstakes promotions. More than 300 of those complaints
involved the four major companies: American Family Publishers,
Publishers Clearing House, Reader’s Digest, and Time Inc.

Many of the complaints were made by senior citizens, and many
of these complaints were made by the children of seniors, who are
so concerned about the impact of these sweepstakes on their par-
ents’ quality of life that they feel compelled to take action.

I recently heard a story from one of my constituents whose name
is Pamela Bagwell. One day, Pamela went to visit her elderly fa-
ther-in-law, Bobby. When she arrived at his home, she found stacks
and stacks of solicitations from sweepstakes companies. She asked
Bobby about them and found out that he had made numerous pur-
chases thinking that buying products would increase his chances of
winning prizes. He was so convinced that he would win a prize that
he even invited his neighbors to his house on the day that the Pub-
lishers Clearing House Prize Patrol was supposed to deliver the

rand prize check. Pamela estimates that Bobby spent more than
%20,000 in 10 months on products he thought would help his
chance of winning.

Now, I mentioned the fact that Bobby is an elderly man, but that
is not the worst part of this story. Bobby also has Alzheimer’s.



7

Pamela, who has power of attorney for Bobby, contacted Publishers
Clearing House at least six times in October last year to demand
that the company stop sending Bobby solicitations. She even went
so far as to send the company a doctor’s certification that Bobby
has Alzheimer’s. And yet the sweepstakes mailings continue to
flood Bobby’s mailbox. Pamela says that sometimes Bobby receives
up to 20 per day from many different companies.

Bobby is not alone in being inundated by these mailings. This
January the North Carolina State Attorney General’s Office sent
one sweepstakes company a letter asking them to immediately re-
move a woman’s name from their mailing list, stating that “the
constant barrage of mail from [the company] is significantly dimin-
ishing the quality of her life.”

Now, I think it is a pretty sad day when people need to call their
State Attorney General to stop harassing mailings. And stories like
this are becoming more and more frequent.

The examples from my State demonstrate another area we need
to explore. People like Pamela Bagwell should be able to stop these
mailings in the first instance. I am a cosponsor of Senator Collins’
legislation that will curb deceptive mailings.

This bill requires that if a person makes a written request to a
sweepstakes company to stop sending mailings to that person, the
company must do so for a period of 5 years. I commend Senator
Collins for this measure. I believe we need to go further. Next week
I intend to work with my colleagues to require that sweepstakes
companies jointly establish a single 1-800 number so that people
can call to have their names removed from all mailing lists. This
would spare consumers from having to call and write each individ-
ual company. We already have a similar system in place for credit
card solicitations.

I believe establishing a system that not only allows consumers to
write to individual sweepstakes companies but also allows them to
call one number to stop all sweepstakes solicitations is the least we
can do so that people like Pamela Bagwell do not have to sit up
late at night worried that her father-in-law is going to go bankrupt
himself because she can’t be there to monitor the situation every
single minute.

Currently, 27 States have laws to help protect consumers from
deceptive sweepstakes mailings. However, we need to do more.
State Attorneys General, including those in my own State, are to
be commended for the actions they have taken to help combat this
problem.

However, Federal laws must be strengthened, as Senators Col-
lins and Levin have recognized already, to prevent companies from
sending deceptive mailings and to alert consumers that purchases
do not increase the likelihood that they will win a major prize.
Again, I applaud Senator Collins for her efforts in this area.

I am not advocating ending any legitimate marketing practice,
but something must be done to put a stop to deceptive and mislead-
ing mailings and to prevent consumers from being scammed and
harassed.

It is my hope and expectation that Senator Collins’ legislation
and my proposed 1-800 number will go some distance toward cor-
recting these situations.
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I want to thank these witnesses for their bravery in being here
and being willing to testify before this Subcommittee. I look for-
ward to these hearings. I am sure they will be very educational for
all of us.

Thank you, Senator Collins.

Senator COLLINS. Thank you, Senator.

Before swearing in the first panel, I want to also recognize the
work of Senator Cochran, who is the Chairman of the Subcommit-
tee with jurisdiction over these types of mailings. I mentioned that
he held a hearing during the last Congress, but I also want to let
you know that he has worked very closely with this Subcommittee
in conducting this investigation. Since he is unable to be here right
at the beginning, I did want people to be aware of his efforts.

I also want, assuming there is no objection, to have all of the ex-
hibits that have been marked and previously made available to
Members, included in the hearing record. There are also some
sealed exhibits which will remain under seal because they contain
some proprietary information.

With that I would now like to welcome our first panel of wit-
nesses. As I mentioned, our first panel includes individuals who
will be able to describe for us their firsthand experiences or those
olf lgved ones who were taken in by sweepstakes mailings. They in-
clude:

Eustace Hall of Brandon Florida. He is accompanied this morn-
ing by his daughter, Angela Hall.

Carol Gelinas of Bangor, Maine. I am very happy to welcome one
of my constituents to this hearing.

Patti McElligott of Tyler, Texas.

Dr. Stephanie Beukema of Cambridge, Massachusetts.

Charles Doolittle, also from Florida.

And we also have a constituent of Senator Levin’s, Dr. Karol
Carter. I don’t know whether Senator Levin wants to add any
words of welcome.

Senator LEVIN. I would just put in a plug for Troy, Michigan,
where you are from, and Dr. Carter is a veterinarian in Troy.

Dr. CARTER. No. In Detroit.

Senator LEVIN. In Detroit. We had a chance to chat a little ear-
lier, and I just want to personally again thank you for coming here.

Dr. CARTER. You are welcome. Thank you.

Senator COLLINS. Now, pursuant to Rule VI of the Subcommittee,
all of our witnesses are required to be sworn in. That doesn’t mean
that we wouldn’t believe you if you weren’t sworn in, but it is part
of our rules and procedures. So I would like to ask that you all
stand so I can now have you take the oath.

Would you please raise your right hands? Do you swear that the
testimony you are about to give the Subcommittee will be the
gu(‘%l, the whole truth, and nothing but the truth, so help you,

0d?

Mr. HALL. T do.

Ms. HALL. I do.

Ms. GELINAS. T do.

Ms. McELLIGOTT. I do.

Dr. BEUKEMA. I do.

Mr. DooLITTLE. I do.



Dr. CARTER. I do.

Senator COLLINS. Again, I want to thank you very much for your
willingness to come forward and assist the Subcommittee with its
investigation. We will include your written testimony as part of the
hearing record. We are going to ask that your oral testimony be
limited to no more than 10 minutes each. We have a series of lights
that you can see on the table in front of you that will help you
know when your time is about to expire. When you have only 2
minutes left, the yellow light will go on, and when the red light
comes on, we would ask that you wrap up your comments.

Mr. Hall, we would like to begin with you, and, again, thank you
for being here today.

TESTIMONY OF EUSTACE A. HALL,! BRANDON, FLORIDA,
ACCOMPANIED BY ANGELA HALL

Mr. HALL. Thank you. Good morning. My name is Eustace Hall,
and I am here today to tell of my unfortunate experience with
Sweepstakes. I am a 65-year-old retired medical technologist. I cur-
rently work for AT&T selling mobile phones. I had to take this job
with AT&T due to debts I incurred while playing sweepstakes.

I asked my daughter Angela to accompany me today as this is
a difficult topic for me to discuss. I first began entering sweep-
stakes at the end of 1992. I began entering sweepstakes because
I wanted to provide my daughter Angela, who was in law school
at the time, with more financial assistance. I am proud to say An-
gela is now an attorney, but the money I thought

Senator COLLINS. Mr. Hall, would you like to have someone else
go first and then we can come back to you?

Senator LEVIN. His daughter.

Senator CoLLINS. OK. Ms. Hall, do you want to help your father
out? I know this is really difficult, and you have been through a
lot. I just want to tell you that it means an awful lot to us to have
you here today. So we will have your daughter—can we bring you
anything? Are you OK?

Mr. HALL. Yes, I am all right.

Senator COLLINS. OK. Ms. Hall, do you want to read your fa-
ther’s testimony? I know this has been an ordeal for both of you.

Ms. HALL. I will pick up where he left off.

I am proud to say that Angela is now an attorney, but the money
I thought I was due from the sweepstakes never came.

I now realize that the letters I received from sweepstakes misled
me into making unnecessary and excessive purchases. I estimate
that I have spent $15,000 to $20,000 from 1992 to the present on
sweepstakes purchases. I have had dealings with all of the major
sweepstakes companies, including Reader’s Digest, Publishers
Clearing House, United States Purchasing Exchange, Michigan
Bulb Company, American Family Publishers, and others.

Every time I made a purchase, I always looked for the cheapest
products. I always made purchases because I believed that through
purchases I increased my chances of winning. The mailings always
looked official, and they used a lot of tricky phrases. The letters
were confusing. They always led me to believe that I had to pur-

1The prepared statement of Mr. Hall appears in the Appendix on page 109.
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chase products to win. I thought that my past purchases made me
more likely to win.

I was not aware of the “no purchase” option. The instructions
which were written on the back of these sweepstakes entries were
so small and hard to read that I could not read them without a
magnifying glass. Moreover, I believed from the letters I received
that my purchases gave me a better chance of winning. After all
the time and money I have spent, I have nothing to show for it.
I have never won anything.

The sweepstakes used phrases that made me think I was a win-
ner and that the prize was guaranteed and bonded. Over the years,
I received many personalized letters from the sweepstakes compa-
nies thanking me for being such a good customer and telling me
that my chances of winning were good or that it would be my time
soon.

I have a copy of a letter from Dorothy Addeo, Publishers Clearing
House contest manager. I would like to read a short portion of the
letter. “My boss dropped into my office the other day, sat down and
sighed.” and “What’s the story with Eustace Hall? I see that name
on our Best Customer List, on our Contenders List, on our Presi-
dent’s Club Member List. But I don’t see him on our Winner’s List.
There must be something we can do to change that. It’s not right
when someone as nice as Eustace Hall doesn’t win.”

This is just one example of how I was led to believe that my prior
purchases made me special. I purchased things I did not need,
magazines I did not read. Some of the stuff I purchased I never
even opened. I stored the things in my garage and attic and tried
to sell some at garage sales, but I got very little money for the stuff
since most of it is just junk.

Another thing that cost me a lot of time and money was entering
the sweepstakes. I was informed by Publishers Clearing House
that, if I returned my sweepstakes entries within 24 or 48 or 72
hours, I would win a specific prize. I often drove 20 miles to the
main post office to make sure my entry would get there in time.
I often spent money to send the entry in an express or priority en-
velope just to make sure I would meet their deadlines. Nothing
happened.

Super Bowl Sunday was always a very depressing day for me.
Super Bowl Sunday is when the Prize Patrol delivers the big prize.
I always thought it was going to be my lucky day, but the Prize
Patrol never came to my door. I always became very depressed
after I did not receive a visit from the Prize Patrol.

I now realize that I was not special. I was never close to being
a winner. They just sent me mailing after mailing with each one
making it seem like I was closer to the prize. Well, they are the
ones who won the prize—all of my money. Playing the sweepstakes
cost me a lot. I had to return to work. I refinanced my house sev-
eral times. And I had to borrow money from my pension fund four
or five times to pay my sweepstakes debts.

I thank you for the attention you are paying to this matter. If
new laws help to stop someone from going through what I had to
endure, you have done a good job. It just is not right the way these
companies are allowed to mislead and feed upon good people’s
trust. Thank you.
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Senator COLLINS. Thank you very much, Ms. Hall. Thank you,
Mr. Hall. T know it is a very difficult situation, but hearing your
experience is going to help others, and it will help us also get tough
new legislation through so that this can’t happen to other people.
So thank you for sharing your experience with us.

Ms. Gelinas.

TESTIMONY OF CAROL GELINAS,! BANGOR, MAINE

Ms. GELINAS. My name is Carol Gelinas, and I would like to tell
you about how my late father, Clyde Schott, was victimized by
sweepstakes promotions. My father had been a middle-manage-
ment sales executive for the Crane Company in Chattanooga, Ten-
nessee. After his retirement in 1977, he worked part-time for sev-
eral years for the TVA just to have something to do. He didn’t like
being home alone.

Following the death of my mother in 1982, he lived alone in
Chattanooga until 1991, when health problems forced him to move
to Bangor, Maine, where my husband and I live. He then moved
into an assisted living facility. At the time of his move, he had
granted me power of attorney in anticipation of possibly needing
help in the future. Up until this time, he had handled all of his
own affairs, including managing his investments, which he contin-
ued to do for some time after his move.

My dad successfully invested his money, monitored his stocks
and mutual fund investments, while at the same time his sweep-
stakes-related purchases became excessive. Due to health prob-
lems, approximately 15 months after his move to Maine, I became
involved with his personal affairs. It was at this time that I became
aware of the amount of money he was spending in connection with
sweepstakes promotions.

In trying to balance his checkbook, I discovered he was writing
30 to 40 checks each month, when his only bills were his rent, tele-
phone, and cable TV. Most of the checks ranged from $5 to $20,
and frequently he had written many checks to the same organiza-
tion for the same amount of money. Looking back over his check-
books, I realized that over the 14-year period or so, I estimate that
he had spent approximately $60,000 on sweepstakes-related mail-
ings between 1982 and 1996.

When I visited my father, he often had small items of costume
jewelry, watches, synthetic unset gems, and other trinkets that he
wanted to give me. He said these were “free gifts” to him and that
he had no idea why he had received them. In actuality, he had re-
turned purchase agreements that had promised a “free gift,” not re-
alizing that he had also ordered books, which his poor vision pre-
vented him from reading, audio and video tapes, music boxes, vita-
mins, etc.

Even though I possessed power of attorney, I found it very dif-
ficult to stop him. My father had always been a very independent
person, and it was important to his self-worth to remain at least
partially in control of his affairs. I had explained to him many
times that these “free gifts” were not free, but he truly did not un-
derstand. I finally managed to set up a separate checking account

1The prepared statement of Ms. Gelinas appears in the Appendix on page 110.
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for his use, into which I deposited $300 a month, knowing full well
that all of it was spent in the vain attempt that he was about to
win a fortune in a sweepstakes promotion. He ordered tapes, books,
videos, and gift subscriptions for other people, believing that he
was so close to winning that these purchases would virtually guar-
antee it.

Particularly insidious were the “personal” letters addressed to
him in a way that led him to believe that he was one of two or
three finalists in sweepstakes promotions. He did not understand
that these were generated by a computer. If the internal address
was to him personally, at his residence, and it began “Dear Clyde,”
he was certain that he had been selected for special consideration.
He always referred to these as “letters” and greatly enjoyed receiv-
ing them, even if he received 30 or more identical ones from the
same organization on the same day. They made him feel important,
and he would often tell me with great satisfaction how many of
these “letters” he had received that day.

In tiny print, often in a shade of gray on a gray background,
these “letters” accurately gave the odds of winning as 1 in 100 mil-
lion or more. But this was literally invisible to him. Others in-
formed him that he was a “guaranteed winner” and that all he
needed to do to receive his prize was submit a processing fee,
amounting to $5 to $20. The prizes included such things as checks
for 25 cents and maybe one of the trinket items that, as far as he
was concerned, were of great value and just came to him “out of
the blue.”

Two of the biggest problems I had were with Reader’s Digest and
Time-Life audio tapes. He had accepted “free gifts,” again, that en-
rolled him in automatic purchase plans. When the purchase item
arrived, he would give it to me, not knowing why he had gotten it.
When I contacted Time-Life, I learned that in 1 year in particular
he had made purchases of over $1,500 in merchandise, all of which
he thought was free. The company was helpful in disenrolling him
once the outstanding bills were paid and discontinued mailing to
him.

Reader’s Digest, however, was extremely difficult to deal with. I
called them a number of times on different occasions, directing
them to remove his name from their mailing list. I paid the out-
standing bills, often amounting to hundreds of dollars at a time,
and sent them a copy of my power of attorney. However, as soon
as he was disenrolled, they sent him another promotion and start-
ed the whole series all over again. What finally stopped this was
nothing that I was able to do personally, but my father’s failing
eyesight. This led him to give me all of his mail, and I was able
to intercept the continuous bombardment of Reader’s Digest pro-
motions.

Unfortunately, one outcome of these encounters was my father’s
suspicion that he really had won millions and that somehow I had
taken it. When my husband and I went on a vacation or on one
occasion when we bought a new car, my father was very suspicious
about how we could afford these things and thought it was his
money.

Senator COLLINS. Thank you very much. Ms. McElligott.



13

TESTIMONY OF PATTI McELLIGOTT,! TYLER TEXAS

Ms. McELLIGOTT. Good morning. Thank you for inviting me.

My name is Patti McElligott, and I live in Tyler, Texas, where
my husband and I own a lawn sprinkler company, and I have come
today to share my family’s experience with the mail abuse by both
magazine companies and so-called charities.

My husband’s father, Joseph P. McElligott, Sr., was a retired
Army lieutenant colonel. He was active in the community and
church and took care of all of his affairs until he was moved into
a retirement center in May 1998. Mr. McElligott started playing
the sweepstakes in 1992. For quite some time, my husband had
been after him about the amount of mail he received and empha-
sizeii you should not believe everything that you receive in the
mail.

After we moved my father-in-law into a retirement center, my
husband and I went to his home and removed the mail so that we
could go through it and determine what needed to be dealt with
and what could be thrown away. I took out thirteen 33-gallon trash
bags of mail. Ninety-nine percent of what I threw away was sweep-
stakes, contests, or various organizations asking for money. Many
were duplicates of the very same mailing.

We immediately had all of his mail forwarded to us at our office
and made sure that his phone number at the retirement center was
unlisted. I began receiving numerous magazines, sometimes as
many as 20 in 1 day. At first, I threw them aside thinking the sub-
scriptions would end. I had business and things that I needed to
deal with. The magazines continued to pour in, and I began to no-
tice that we were getting multiple copies of the same magazine.
Five issues of Time in the same day, three issues of TV Guide in
the same day, two issues of Guns and Ammo in the same day, and
on and on.

On August 5, 1998, my father-in-law died, and at that point I
was actively able to do something about this mail. I happened to
look at an expiration date on a magazine label 1 day and noticed
the subscription went past the year 2000. At that time, I started
to look at all the labels and noticed that the majority of them went
past the year 2000. One subscription to U.S. News and World re-
port ran to the year 2018. I began to call the magazines and re-
quested refunds.

When I called the magazine companies, more times than not I
was told that the subscription was through American Family Pub-
lishers or Publishers Clearing House. And after making several
calls to American Family Publishers and Publishers Clearing
House to request refunds, my father-in-law’s records mysteriously
disappeared. After insisting that the records must be there and
that the IRS requires all information to be available for 7 years,
we were told we had to speak to a supervisor, none of whom were
ever available.

To date, I have deposited or am expecting nearly $3,000 in maga-
zine refunds. We still have some we have not had time to contact.
And we found it interesting that some organizations, like NRA,
consider the “fee” to be a contribution and the magazine was a gift.

1The prepared statement of Ms. McElligott appears in the Appendix on page 111.
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Therefore, there is no refund, nor would they tell us how long he
was paid up to.

After going through most of the records, we found canceled
checks in the amount of $8,704.09 for United States Purchasing
Exchange, $1,075.71 for Time Warner-Sony Sound Exchange,
$1,931.09 to Time-Life Books, $10,098.68 to Reader’s Digest,
$2,088.85 for American Family Publishers, $3,090.08 to Easton
Press, $6,797.52 to Publishers Clearing House, $123.64 for Maga-
zine Express, and $1,776.53 for Astronomy Book Club. In total, we
have found canceled checks which totaled more than $34,000 to the
above companies. Additional checks made out to individual maga-
zines along with the above companies totaled $53,335.13. And I
might add that is all the checks I have had time to go through.

My father-in-law has subscribed to over 158 different magazine
titles. Many of the checks were made out to the magazine itself,
but we have noticed that the checks were deposited into accounts
of American Family Publishers. We also had multiple subscriptions
to the same magazine. The most blatant abuse was 32 subscrip-
tions to U.S. News and World Report with 17 of them going
through Publishers Clearing House, 4 through American Family
Publishers, and 11 through the magazine itself. There were numer-
ous subscriptions to Time and TV Guide.

I firmly believe that my father-in-law’s name had been passed
onto a “sucker list” for questionable charities as well. We have not
sorted and calculated all of the checks, but it will surpass the
amount of the magazines. The common thread seems to be, again,
sweepstakes, contests, and the promise of winning money.

We have worked with the post office since the end of October to
save all “junk” mail, and we pick it up from them. Since the end
of October, we have amassed three large archival storage boxes of
junk mail, including contests, sweeps, and charities, most of which
are bogus. We have noticed quite a few from Topeka, Kansas. The
post office boxes are similar with merely a few box numbers dif-
ference. We have contacted the Better Business Bureau in Topeka
and requested information on these various organizations. We were
told that every year a form was sent out and information was re-
quested. Legitimate charities and organizations return them. None
of the ones we had were listed, with the exception of one returned
the information.

These are the highlights of what we discovered in reviewing my
father-in-law’s check registers and mailings. We have boxes of mail
proclaiming Mr. McElligott as the winner of millions of dollars.
This mail abuse on our elderly must stop. My father-in-law came
from a generation that was trusting. He could not believe people
would actually try to swindle him. Many elderly people are just as
trusting, and I assure you there are many more Joseph McElligott’s
out there.

I hope these proceedings will heighten the awareness of this
issue to prevent other families from having to endure this abuse.

Thank you.

Senator COLLINS. Thank you very much. Dr. Beukema.
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TESTIMONY OF STEPHANIE BEUKEMA,'! CAMBRIDGE,
MASSACHUSETTS

Dr. BEUKEMA. My name is Stephanie Beukema. I am a licensed
psychologist from Cambridge, Massachusetts.

I am here today to tell you about my mother’s involvement with
the purveyors of junk mail.

My mother always invested her money wisely and lived frugally
until she became involved through the promise of prize money from
companies like Reader’s Digest and Publishers Clearing House in
order to replenish her savings after treatment for breast cancer.
The lure of luck and personalized letters that seemed to single her
out led her to respond to several mailings from several companies.
She spoke about her “ship coming in” and asked why she shouldn’t
be as lucky as the next person. She would receive letters that
“promised” a reward for an immediate response. She would duti-
fully respond, immediately sure that she was within the time pa-
rameter. Her excitement built.

She had been told to have several family and friends available
for that lucky moment when she would receive her prize money
and benefits. This moment kept getting put off. It did not diminish
her belief. But 6 months became a year and a year went to a year
and a half. She believed what she read in the letters. My mother
was very trusting of traditional organizations like the post office
and Reader’s Digest.

As she became more involved, her mail-driven activity took up
more and more of her life. She couldn’t leave her home to visit fam-
ily and friends overnight because she might miss a mailing or a
surprise visit from a company representative. She had to be there
to get the mail every day. There was more and more mail with
boxes of it arriving on a daily basis. Who could find the gas bill and
the tax bill in all those letters?

She began to irregularly pay her ongoing bills as she started jug-
gling money so she would have enough to send to Publishers Clear-
ing House, The Lottery Doctor, and American Purchasing Com-
pany. She couldn’t even pay large expenses, like homeowner’s in-
surance and property taxes, because she didn’t have enough money
in her account. She then stopped paying for the magazine subscrip-
tions she had ordered, and the debts began to mount and they went
into collection.

She became very defensive with her family and friends and in-
sisted that she was as likely to win as anyone: “Someone has to
win and why shouldn’t it be me?” she would ask. She was in dan-
ger of having her house and property repossessed for non-payment
of taxes when I, along with my siblings, stepped in and suggested
that she needed some help. In her house, there were literally nar-
row paths between boxes of unopened mail, stacks of magazines,
books, and videos, and boxes of merchandise she had ordered.

After participating in sweepstakes for 18 to 24 months, she had
spent somewhere between $60,000 and $80,000. She had sold
stocks, had thousands of dollars in credit card debt, and, most
humiliating for her, she had lost her good name in town. She was
frightened she would be seen as losing her faculties, so she hid

1The prepared statement of Dr. Beukema appears in the Appendix on page 112.
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more. She voluntarily gave financial power of attorney to my broth-
er, who was responsible for my mother’s finances until her death
in December 1998.

In October 1994, I stopped all junk mail in my name from com-
ing to my house. I was unable to do so for my mother at her house.
In some cases, it was nearly impossible to contact some of the
sweepstakes companies because they did not include addresses on
their packages. Many people are vulnerable to fraudulent mail
practices because they are more trusting of the signs of legitimacy,
like the name “Reader’s Digest.” They are vulnerable to letters that
appear original and personalized when, in fact, they go out to hun-
dreds of thousands of people. They respond to what seems friendly,
exciting, and promising. It is shameful what passes as legitimate
and accepted business practice when it decimates a person’s sense
of themselves as well as their livelihood.

I am reasonably intelligent and not yet elderly. I could easily
spend several hours a day trying to understand the fine print that
is included in much of the mail that still comes to my house. I
spend several hours a week protecting myself from unwanted solici-
tation. While the laws that exist may be sufficient to protect me
as a citizen, I really don’t think they are adequate to protect
unusually vulnerable populations like the elderly, who are not as
capable of protecting themselves from deceptive sweepstakes prac-
tices. I also am very troubled when I begin to consider that the gov-
ernment itself can be seen as legitimizing these practices by implic-
itly condoning fraudulent and unethical scamming as legitimate.
The mail is delivered to your house by government employees. It
all looks legitimate, but what comes to pass is shameful and secret.

I would like to thank you for allowing me to share my mother’s
story with you. I hope that through these proceedings other senior
citizens will be spared the public embarrassment and humiliation
that my mother experienced.

Senator COLLINS. Thank you very much, Doctor. Mr. Doolittle.

TESTIMONY OF CHARLES DOOLITTLE,! INVERNESS, FLORIDA

Mr. DooLITTLE. Good morning. My name is Charles Doolittle. I
am from Inverness, Florida. I am here today to share the story of
my parents’ involvement with the sweepstakes. My father is 84. He
is a retired executive from a Fortune 500 company, and my mom
is 83 and has always been a homemaker. They live close by, and
I have power of attorney over their affairs.

My parents initially became involved in sweepstakes in 1992. My
parents routinely participated in sweepstakes offered by United
States Purchasing Exchange, Publishers Clearing House, Reader’s
Digest, American Family Publishers, and assorted charities seeking
donations. Mom and dad had always purchased items believing
that purchases enhanced their odds of winning.

Mom and dad bought magazines they never read and products of
little or no use to them. They purchased numerous compact discs
ar(13d VCR tapes even though they didn’t have a CD player or a
VCR.

1The prepared statement of Mr. Doolittle appears in the Appendix on page 113.
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I have brought checks here which reflect money they spent on
these mailings in 1997: $704.30 to American Family Publishers,
$3,036.60 to Publishers Clearing House, $1,713.28 to Reader’s Di-
gest, $260.90 to Time, $3,993.07 to United States Purchasing Ex-
change, and $413.06 to assorted charities. That is $10,121 in 1
year. And that is not all of them. That is most of them.

I believe our Nation’s seniors are very susceptible to the decep-
tive mailing practices of some companies. It always amazed me
when I went to visit mom and dad and saw the pile of solicitations
they received on a daily basis. There always was a pile on the din-
ing room table of sweepstakes, many of which stated they were a
winner or a finalist. The mailings implies that they were valued
customers and that because of their past purchases they would
soon be big winners.

I asked my mailman if the sweepstakes offerings they received
was an unusual amount since they seemed to receive more than
their share. The mailman told me he had several people on his
route who received numerous sweepstakes offers every day. The
mailman said that most offers seemed to go to elderly widows.

The last few Super Bowl Sundays have been tough. Mom has
been convinced that her prize would be delivered on Super Bowl
Sunday and insisted on being home to collect her winnings. Mom
believed that the Prize Patrol was going to show up on her door-
step to deliver the grand prize.

I also have a complaint with the billing procedures. I believe
some of these organizations may double bill and double ship mer-
chandise to unsuspecting seniors. Customers end up sending pay-
ments, placing more orders, and the cycle continues. It is like
watching somebody take money right out of my parents’ pockets
and there is nothing I can do.

I have tried contacting companies to get my parents’ names off
mailing lists, but to this day the offers continue to roll in.

It may be too late for my parents, as they have already lost thou-
sands of dollars. It is my hope, however, that these hearings will
shed some light on what I believe to be a fraud perpetrated upon
the most vulnerable and trusting seniors. Thank you.

Senator COLLINS. Thank you, Mr. Doolittle. Dr. Carter.

TESTIMONY OF KAROL CARTER, DVM,! TROY MICHIGAN

Dr. CARTER. Madam Chairman and Members of the Subcommit-
tee, my name is Karol Carter, and I reside in Troy, Michigan.

I would like to say I am here on behalf of my 86-year-old father,
Allan Carter, but he currently is upset that I am attending these
hearings. He is concerned that I am ruining his chances of winning
a Reader’s Digest sweepstakes when he, “is getting close to win-
ning.” My father has a doctorate in organic chemistry and retired
from Chrysler Corporation. He resides with my 84-year-old mother
in a condominium in Troy. I have never questioned his intelligence,
but since the sweepstakes began, all sense of reasoning with him
has become impossible. He has never gambled in his life, nor will
he play our State lottery.

1The prepared statement of Dr. Carter appears in the Appendix on page 114.
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The problem began innocently enough with his first entry to a
Reader’s Digest sweepstakes about 15 months ago. He suddenly
was inundated with contests from all over the United States, Aus-
tralia, England, and Canada. I began a serious effort to halt this
by contacting the Postal Service and was advised to write the Mail
Preference Service Direct Marketing Association in Farmingdale,
New York. I wrote twice, the last date July 8, 1998. I have mailed
26 certified letters to 26 companies who have contacted him, re-
questing the stoppage of all solicitations and that his name be re-
moved from the mailing list. I requested a letter of response.

My father is totally convinced that these contests are legitimate.
The marketing concepts of these companies are cunning. All sweep-
stakes are associated with making a donation, paying an entry fee
to upgrade your winnings, or making purchases. Small print noti-
fies “no purchase necessary to enter.” If you decline to purchase or
to upgrade, the address for your “No” entry is different from the
address for the “Yes, I would like to buy something.” My guess
would be that one leads to a trash dumpster and the other to com-
pany profits.

An example of this is the Motor Vehicle Awards entry which
states, “You have been identified as an award recipient in a na-
tional sweepstakes. You, Allan Carter, are guaranteed to receive a
brand new automobile or cash award. There is no mistake. Your
award is waiting to be claimed. Your award has been confirmed by
our auditing department and is formally identified by the award
registration number that has been preselected and assigned by
Motor Vehicle Awards. Legal title to the brand new Chevy Malibu
will be executed and transferred to you, Allan Carter, pursuant to
and in accordance with the Motor Vehicle Code of the State of
Michigan and the regulations of this presentation as they appear
on the reverse side of this document. In addition, an Optional Com-
modities Package with a fully redeemable value of over $2,500 is
being held pending your submission of the standard acquisition
fee.” The fee is $14.98.

The award registration form asks to verify the correct name and
address, but also requests a telephone number and if you have a
Visa or MasterCard. The back of the form states that the winning
claim number has been preselected and that 3 million copies have
been mailed. My father entered this contest in July 1998. Further
reading reveals that all entries must be received by August 31,
1999. The grand prize will be awarded on or about October 1, 1999.
This allows Motor Vehicle Awards a year to collect $14.98 from
those willing to fall for the Commodities Option, as he did.

Another sweepstakes gimmick is games of skill. Games such as
Cash 21 require you to try to obtain the highest possible total score
with the last two digits of the solution not exceeding 21. You con-
tinue to receive new entries to the same contest to break your tie
score with other contestants. My father received eight entries on
the same day in the mail. All were to the same contest but each
with a different ID number. A $1 processing fee is required for
each entry. If you do not continue to the next level, you receive fur-
ther mailings stating, “You are in danger of losing out on a poten-
tial grand prize.” I was receiving daily calls to help him with this
contest.
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Sweepstakes are also supported through “donations.” The contest
states that most “winners and entrants” include a small donation
to help provide food, shelter, medical supplies, or whatever for ani-
mals, children, or veterans. Boxes are normally marked $10, $15,
$50, etc. My father, generous soul, enters these “free” contests with
a $50 or $100 donation, foolishly thinking the money is all going
to the needy, not run the contest. Once a donation is made, you
will receive a similar request on a monthly basis.

Finally, we have contests associated with magazine subscrip-
tions, clubs such as the Travel Club or Favorites from the Classics,
and the purchase of catalogue items. At 86 years of age, my father
has all the possessions he and my mother should need, or so I
thought. Now thanks to Reader’s Digest, American Family Publish-
ers, Time, Life, U.S. Purchasing Exchange, etc., he has enough vid-
eos to open a video store—about 200—and at least 150 compact
discs.

Many contests implore you to act quickly. Entries must be re-
turned by “next Tuesday.” They arrive in bulk mail with no date.
Most envelopes are official looking, with words such as “Very Im-
portant Issuance,” “Notice Authorized by Executive Order,” and
“Special Advisory.” Some contain promotional $1,000 bills. The
odds of winning vary from 1 in 3,000,000 to the ridiculous Reader’s
Digest 1 in 85,000,000. One has a greater chance of being struck
by lightning. Of course, all winnings go only to the named contest-
ant. Father stands a good chance of not even being alive by contest
end. He thinks the money will go to his estate and help care for
my mother. This is the beauty of preying on the elderly. They may
not even live to collect the total amount, which is paid out over 30
years, should any of them become the 1 in 85,000,000.

What is this costing him? I feel like Sherlock Holmes sneaking
his financial information. Checks written for less than 2 months
last year amounted to $1,400. Charge card expenses for 1 month
amounted to $980, with $680 to United States Purchasing Ex-
change. My mother suffers from a dementia which, regarding this
mess, is probably a blessing as she has no idea how much money
has been wasted.

I cannot take control of the funds of a man who can still drive,
shop, get to appointments, take medications properly, and care for
my mother. He functions normally in every other way. Though this
would stop the sweepstakes, it is too brutal. One might say that
his behavior is not normal, and certainly at this point it is an ad-
diction. The contests give him something to do while caring for my
mother. He was once an avid reader, but this has been replaced by
sweepstakes.

I have read through statements from Ms. Collins, Mr. Levin, and
Mr. Durbin regarding the Deceptive Mail Prevention and Enforce-
ment Improvement Act, S. 336, and the Deceptive Games of
Chance Mailings Elimination Act of 1999, S. 335. I am here today
to lend support to those bills. I am not naive enough to think that
these operations can be completely stopped by these bills, but the
proposals provide exactly the kinds of controls and protections that
I hope can be established. Some say here goes the government
meddling. I am both thankful and grateful for your efforts.
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Senator COLLINS. Thank you very much, Dr. Carter. Thank you
all for your testimony. It was interesting, as you were each testify-
ing, all the rest of you were nodding, and it was obvious that you
have all been through very similar experiences. And I very much
appreciate your coming forward and assisting us.

Mr. Hall, could you give us some idea of how many mailings you
received from sweepstakes companies during an average day? Can
you give us an estimate of that?

Mr. HALL. Any amount between 10 and 15 a day I was getting.

Senator COLLINS. So you were receiving 10 to 15 mailings a day.

Mr. HaLL. Every day from sweepstakes companies.

Senator COLLINS. And did you find that as you entered these
sweepstakes that that generated more mailings?

Mr. HALL. Yes, it did.

Senator COLLINS. I am going to put up a typical mailing, the
Prize Patrol mailing, yes. I think each of you has a copy of this
mailing.?

This is from Publishers Clearing House, and, Mr. Hall, I think
you said that you may have received this one or similar ones.

Mr. HALL. Yes.

Senator COLLINS. Ms. Gelinas, if you notice this mailing, it is
personalized throughout. The consumer’s name is throughout it.
How big a role is the fact that these appear to be personalized
mailings, was this in your father’s case?

Ms. GELINAS. It was a really big part of his problem. He thought
that anything that came to him with his name in it referring to
him as an individual, with maybe a little sticky note that looked
like it was handwritten and also had his name on it, he thought
that was real.

I think it comes from not understanding what you can do with
computers, and to him, when he was in business, before he retired,
things that looked like that were personal letters. And he thought
they were. He thought he was special, that he was getting personal
letters from places because he was so close to winning that he was
going to be the winner.

Senator COLLINS. Mr. Hall, did the fact that these were personal-
ized and that your name appeared throughout and that it had lan-
guage such as “open your door to $31 million,” convince you that
you were in a special category and likely to win?

Mr. HALL. Yes, it did.

Senator COLLINS. And did you think that if you made a purchase
that that increased your chances of winning?

Mr. HALL. Yes, it did.

Senator COLLINS. So you thought by making a purchase that
would help you win, and that if you didn’t make a purchase, did
you think that you would not be likely to win?

Mr. HALL. Yes, I did.

Senator COLLINS. What is interesting with this mailing is no-
where on these first two pages with the fancy print, which says
that you can open your door to millions of dollars, does it explain
that no purchase is necessary to win. It is only in the tiny type on
a separate piece of paper that you find out that in the rules.

1See Exhibit No. 2 in the Appendix on page 157.
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Is that typical of the kinds of mailings that you received?

Mr. HALL. Yes.

Senator COLLINS. And I would ask this of all of you who have
reviewed the mailings received by your parents. Did you find that
there was a lack of understanding that, in fact, no purchase was
necessary to win because of the way these mailings are set up, be-
cause the rules, if you will, are on a separate piece of paper in very
small print? I am just going to go down and ask you each to com-
ment on this. Ms. Gelinas.

Ms. GELINAS. Oh, absolutely. Many of the things, the print was
way too small for my father to even read with a magnifying glass,
especially towards the end of his life where he had failing vision.

He didn’t even know it was there. But he also knew because he
was a preferred customer he reached this tier, that tier, or what-
ever, and was somehow special, that he was very close to winning
and all he had to do was maybe buy one more book or one more
videotape and he was guaranteed to win.

Senator COLLINS. And he became a preferred customer by mak-
ing purchases, correct?

Ms. GELINAS. Oh, absolutely, yes.

Senator COLLINS. So there, again, reinforcing that link.

Ms. GELINAS. Absolutely.

Senator COLLINS. Ms. McElligott.

Ms. McCELLIGOTT. Yes, I would agree with that. I would also like
to add that due to the volume of mail they were receiving every
day, they would not sit there and read through all of that. Yes, you
need a magnifying glass. It is hard for me to read it. If you have
all of this sitting here proclaiming you are a winner, you are going
to glance at it and go for the big stuff—“I trusted these people;
these are not going to lie to me”—and keep reading.

Senator COLLINS. Dr. Beukema.

Dr. BEUKEMA. Yes, absolutely. She believed that if she pur-
chased, then it would increase her chances. And one of my brothers
would take her his junk mail and say, “look, I send in the same
things with no money, and nothing happens.” She wouldn’t believe
him. She believed that absolutely she was still getting something
different, something more, and, indeed, she did get a lot more. And
there was something in just the sheer amount of material that
came to her house that made her believe that she really was in-
credibly close now and she had to purchase.

Senator COLLINS. Mr. Doolittle.

Mr. DooLITTLE. Well, if you have 50 to 60 envelopes a week, with
all this paperwork in there, and you are going to enter a sweep-
stakes, 50 or 60 of them a week, you don’t have time to read the
small print. You are going to hit the highlights of it and move your
little stamps around and write your checks and order what you
want. Then when you try to point things out, you are just wasting
your time, they are going to win. It says we are going to win.

Senator COLLINS. I think that is an important point, in many
cases the language is unambiguous. It isn’t qualified.

Mr. DooLITTLE. Why would they read it when it says they are
going to win?

Senator COLLINS. That is a very good point. Dr. Carter.
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Dr. CARTER. The majority of the instructions are always on the
back of the entry form, and in my father’s case, he would probably
receive anywhere from 12 to 20 envelopes a day. So this was a full-
time job just filling out these entry forms. They have so many steps
and stages that you have to go through on these forms, plus make
out your check you are going to send them. He never bothered to
flip over the entry form to see when these contests ended, or to see
what the rules were.

They stated in many instances that the address you mail to was
different, and all the instructions for where this envelope went if
you didn’t want to purchase was in small print on the back of the
contest. It was always a totally different address, and it would be
a lot of work for someone who is doing 20 of these a day to sit down
and rewrite envelopes. You had to fill out your own envelope if you
didn’t want to buy something. So it was much simpler just to go
ahead and order, whether he needed it or not.

Senator COLLINS. There is one mailing that we have which we
will be talking about more tomorrow where the print size of the
disclosure that you don’t have to make a purchase to win and the
odds is in 6.5 point print. I cannot read it. I had to have my much
younger staff members point out on the back where the disclosure
was. And I, at age 46, cannot read the print, I imagine that most
people older than that cannot either. And I think that is an exam-
ple of what we are talking about.

Ms. McElligott, you did a lot of work trying to get refunds from
companies. Could you explain to us any problems you had in seek-
ing refunds? And I also understand that your efforts in seeking re-
funds actually generated more solicitations. Is that correct?

Ms. McCELLIGOTT. Yes, ma’am. That is correct. In fact, I brought
the “McElligott estate is a winner,” and this is not the first one we
have received. In our effort

Senator COLLINS. Let me just clarify that point. This is after—
was it your father or your father-in-law?

Ms. McELLIGOTT. Father-in-law.

Senator COLLINS. Your father-in-law had died. You started as a
result of your complaints then getting solicitations addressed to his
estate?

Ms. McELLIGOTT. Yes. The estate would like to have the money,
by the way.

Dealing with the magazine companies to obtain these refunds
has been an education in itself, and it has never been easy. What
started out with, Hello, my name is so-and-so, and I am the daugh-
ter of . . . who has now died, the estate would like to request a
refund, and would you please take us off your mailing list? And
could you tell us, does he subscribe to any other magazines with
you?

They don’t want to tell you this information. Some companies
were so brazen as to ask me, Do you have canceled checks? How
many do you have? Well, yes, I do have canceled checks, but how
many subscriptions do you show him having? Well, we will have to
get all of our records.

As I went through the process, I became a little more savvy in
my questioning of, Do you have his name under any other similar
spellings? But whenever you would call in, it was: Give me your
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zip code. Well, I am sorry, but in Tyler, Texas, there are only two
McElligott families, my father-in-law and myself. And this is not
difficult, and his zip code is different from my zip code. So if you
pull up that zip code, anything reasonably close to our name should
have come up.

At one point we had contacted either American Family Publish-
ers or Publishers Clearing House and, after repeated contacts, his
records disappeared. We were told: We don’t have any records; they
have been purged. And after much insistence, we were told a su-
pervisor would get back with us.

Some checks we were told were mailed, and we would go back
and say, no, we have not received them. Yes, you have. Then send
us a copy of the front and the back with the endorsements. And
suddenly, oh, they haven’t been mailed. And we would get the
checks.

Senator COLLINS. Mr. Doolittle, I know you tried to get some re-
funds also, and one of the things that is striking in your example
of that stack of checks is it shows that because each individual pur-
chase is small, people don’t realize how much money they are actu-
ally spending in the aggregate.

Could you comment on your experiences in looking through these
checks what the average amount is perhaps?

Mr. DOOLITTLE. I am not sure what the average is. I think it is
somewhere around $28. But the biggest bulk of them are to Pur-
chasing Exchange and Publishers Clearing House. You know, once
you start down this path, you have to write some days 10, 15
checks because there were different—my mother does all the writ-
ing of all the checks, and sometimes she was sick for a month, 6
weeks, so no checks got written. The only checks that got written
were the ones I wrote, and that was for the cable TV and electric.
It sure the hell wasn’t for this stuff.

So everything these people are saying, I have been there and
seen that, done that, and it is a mess. I don’t think this is what
we want for the elderly people. I don’t want it for my parents. I
don’t want it for their parents.

Senator COLLINS. I am going to yield to Senator Levin for his
questions. Before I do, I want to pick up on a comment that Dr.
Carter made about your odds of winning.

I have noticed in some cases the odds are stated, although al-
ways in small print. But in other cases, the companies just say the
odds depend on the number of entries, which isn’t exactly very in-
formative.

In fact, I was thinking that perhaps one way to inform consum-
ers is if we required a very clear statement of odds using some in-
formation that was in the Washington Post, which is that your odds
of dying from bites from venomous snakes, lizards, and spiders are
greater than your odds of winning one of these major sweepstakes.
Perhaps that would have discouraged Mr. Hall from entering.

Mr. HALL. Yes, it would have.

Senator COLLINS. It would have.

Mr. HALL. Oh, yes.

Senator COLLINS. Senator Levin.
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Senator LEVIN. First, I would like to put up a picture of a base-
ment room in your father’s house, Dr. Carter.! I am not sure this
is a basement, actually. It is a room——

Dr. CARTER. Yes, it is a basement.

Senator LEVIN. It is a basement room. Can you describe what
those boxes are?

Dr. CARTER. Well, I would really have needed to use a panoramic
view to get the whole field of boxes. That is not entirely all of them.
The only thing that is not purchased is a hanging closet for some
clothing and a chest of drawers in the back. Most of these are all
items which remain boxed that he has purchased that he has not
even bothered to open. I think he is saving a lot of these items,
which, of course, he never wanted or needed in the first place be-
cause he feels that at any point in time he can mail these all back
and receive a full refund.

Well, at this point in time, it is such a mess that I am not sure
how we will ever be able to figure out where any of these items go
to.

There are silly things in there like feather dusters, plastic fake
crystal vases, all kinds of Tupperware-type products, even a rear-
view mirror magnification item which you can hang on your rear-
view mirror, which I am sure is totally illegal to drive with. It just
goes on and on.

Senator LEVIN. Is that just one portion of that room?

Dr. CARTER. Yes. There is some more, and also the garage has
some.

Senator LEVIN. And over what period of time?

Dr. CARTER. This has been within a year, so this has—thank
heavens, really been a recent happening because had he begun 4
or 5 years ago, he would have probably wiped out his savings.

Senator LEVIN. Ms. McElligott, you held up an envelope that
looks something like this.2

Ms. MCELLIGOTT. Yes, sir.

Senator LEVIN. Could you hold that up again? I am just curious
if by some chance it is—could you read those big words there at
the top?

Ms. McELLIGOTT. It says, “Joseph P. McElligott Estate has won
$1,666,675 and payment is scheduled to begin.”

Senator LEVIN. OK. Is there some real fine print above that?

Ms. McCELLIGOTT. Below it, it says

Senator LEVIN. Is it below it?

Ms. McELLIGOTT. Oh, above it or below?

Senator LEVIN. Either one.

Ms. McErLiGOTT. OK. Above it

Senator LEVIN. If you can read it.

Ms. MCELLIGOTT. Let me get it out of the envelope. Let me take
it out of this one. We have opened this one.

Senator LEVIN. Because this is the fine print, folks, that they all
rely on. You see, the recipients of these letters get the come-ons in
big print, such as Ms. McElligott just read. Now I think it is simi-
lar to stuff I have seen.

1See Exhibit No. 19 in the Appendix on page 209.
2See Exhibit No. 18 in the Appendix on page 208.
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Now the fine print that nobody reads.

Ms. MCELLIGOTT. The fine print, which is in a much paler—it is
in a soft gray: “If you have and return the grand prize winning
number, we will officially announce that.”

Senator LEVIN. Right.

Ms. MCELLIGOTT. And then below it, it says, “And then the list
of major prize winners in sweepstakes presented by Life would
read as follows.”

Senator LEVIN. Now, what we will be hearing tomorrow is that
it is that fine print that makes this legal.

Ms. McELLIGOTT. It makes it legal, but it is difficult to read.

Senator LEVIN. But it is hopefully not going to be legal after our
legislation passes. That is one of the points, many points of these
bills, which is to make illegal putting in big print you have won
all this money and then in very small fine print the qualifier that
nobody reads, because our bills require that the notice of the quali-
fications, conditions, be in large print. This is just one of many
changes that are in our legislation.

I am not saying that that goes anywhere near as far as we have
got to go to stop these disgraceful practices, preying on elderly peo-
ple to make money.

Now, this is one of the things that is typical of these come-ons.
This is one we will talk about with one of our witnesses tomorrow,
very similar to what you have. This is what the person reads in
the envelope: “We can now confirm that your number is the win-
ning number, and you”—the name here—“win $1,666,000.” 1 Some-
one reads that. This person reads that. What they don’t read be-
cause it is so small and usually on a background that they can’t
even make out the writing from, it says: “If you have and return
the grand prize winning number.”

But what they are depending on is that a human eye will see
what is large and not be able to pull out very fine print. They are
depending on people not having a magnifying glass nearby so that
they can use a magnifying glass to read the fine print. And then
on the back of that envelope are the conditions. Even with a mag-
nifying glass, I am not sure I can read those. I can’t read that with
my own reading glasses on right now. That is how small it is. And
that is how small the words “No purchase necessary” are.

Now, one of the things that I hope we will do, which is in the
bill that I have introduced, is not just to say “No purchase nec-
essary.” That is not nearly good enough. The point is that buying
something will not increase your chances of winning. That is the
critical information. Because you can tell somebody, even if they
read that no purchase is necessary, they can still think that, well,
it may not be necessary, but it is going to help my chances of win-
ning. And you are all nodding to that, so I would like to kind of
get your reaction to that.

Mr. Hall, is that correct?

hMr. HALL. Yes, very good. That is a very important sentence
there.

Senator LEVIN. Ms. Gelinas.

1See Exhibit No. 10 in the Appendix on page 182.
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Ms. GELINAS. Oh, absolutely. My father absolutely believed that
if you didn’t buy, it wasn’t—you were off the list. You were off the
top of the list.

Senator LEVIN. But even if he read the words “No purchase nec-
essary,” would he not still believe that it would help increase his
chances of winning?

Ms. GELINAS. Oh, absolutely. “Everybody knows that if you buy,
your chances are better.”

Senator LEVIN. All right. Thank you.

Ms. McElligott.

Ms. McELLIGOTT. Yes, I agree and would encourage you to add
that to the phrase.

Senator LEVIN. All right. Thank you.

Ms. Beukema.

Dr. BEUKEMA. It goes along with the sort of phrase I was raised
with. You know, there is no such thing as a free lunch. So, of
course, you have to buy. These are the values that guide your life.
You have to keep doing what you have always done. But in this
case, it is completely exploited.

Senator LEVIN. OK. Mr. Doolittle.

Mr. DOOLITTLE. Put it in big letters.

Senator LEVIN. Put it in big letters, OK.

Dr. BEUKEMA. And all in the same color.

Mr. DOOLITTLE. If I can take off my glasses and read it, then it
is big enough.

Senator LEVIN. OK. Thank you.

Dr. Carter.

Dr. CARTER. My father fully understands that these purchases
are basically essential for increasing his chances of winning, and
I think he really does not need the items he has bought and never
really planned on using them, but these were items that had to be
purchased to allow this contest to be favorable for him.

Senator LEVIN. Now, these letters prey on people’s vulnerabilities
and loneliness and hope to be independent and help their children
get through college, as in your situation, Mr. Hall. They prey on
all of those human feelings, sometimes human frailties, and that
is what we are going to have to try to stop, that exploitation, by
closing loopholes in existing laws. But we have also got to toughen
laws which already exist where people do things that are already
illegal, but the penalty is so weak that they can make money even
if they ever had to pay the penalty.

For instance, under the postal regulations, you have to violate an
order before you can be fined. The fine is minimal. But why should
you have to violate an order? Why shouldn’t you be fined a signifi-
cant amount if you violate the law or the regulation? Why must the
Postal Service have to issue an order that you violate before you
are subject to a fine? So we are hoping to change that as well.

I just want to have a couple more questions with Dr. Carter
about that letter, if we could put that back up.1

One of the intriguing parts about this letter to me is that this
come-on guarantees that you have either won a brand new auto-
mobile or a cash award. No ifs, ands, or buts about this one.

1See Exhibit No. 35 in the Appendix on page 319.
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It is very difficult to even know what they are selling, by the
way. It is easy to know what they are getting. They want that
$12—how much is it? $14.98 for this optional package.

Dr. Carter, you have read this. Do you know what that optional
commodities package is that you get for $14.98?

Dr. CARTER. I have no idea because you get so bowled over by
all the instructions. If you can see on the poster to the right, that
is the back of the awards. You have to really read through all of
this before you figure out what is going on.

Senator LEVIN. After you have read it, you know what is in

Dr. CARTER. No, I did not. And basically the thing my father saw
was “Award Registration Form.” He had the idea that he had to
send in $14.98 in order to be entered in this contest. And I honestly
thought, when I started reading this Motor Vehicle Award, I was
three-quarters of the way through that page, I thought he had ac-
tually won. I thought, oh, no, he has finally won something. I got
about three-quarters of the way down, and I thought, oh, no, this
really isn’t going to happen. But I really was convinced.

Senator LEVIN. Even after reading this fully, studying it, looking
at it, do you know what the optional commodities package is?

Dr. CARTER. No, I have no idea.

Senator LEVIN. By the way, folks, on this particular one, they
guarantee a cash award. And if you read this cash award—I don’t
know which way to put this because you can’t read it either way.
But when you read very carefully there, everybody is guaranteed
a cash award, 50 cents, when you read those things very carefully.
And I am sure if they were here, they would say we guarantee ev-
erybody who enters a cash award, just as we represented, 50 cents.
That sweepstakes deadline is not yet here, and when it is, I hope
this Subcommittee will subpoena these folks, if we can find them,
to see how many 50-cent checks even went out to these people.

So we have got two problems. One is the loopholes that need to
be closed, but also we have got to toughen very dramatically on ex-
isting prohibitions if we are going to stop these disgraceful prac-
tices.

Thank you, Madam Chairman.

Senator COLLINS. Thank you, Senator Levin.

Senator Edwards.

Senator EDWARDS. Thank you, Madam Chairman.

Mr. Hall, good morning.

Mr. HALL. Good morning.

Senator EDWARDS. How are you doing today?

Mr. HALL. Pretty good. Thanks.

Senator EDWARDS. I just want to ask you a couple of questions.
Do you have one of these exhibit notebooks down there? I think I
see one.

Mr. HALL. Yes.

Senator EDWARDS. I wonder if you would turn to the first exhibit,
which is a letter from Publishers Clearing House addressed to
you.l

Mr. HALL. Yes.

1See Exhibit No. 1 in the Appendix on page 155.
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Senator EDWARDS. The first thing I notice in this letter is the
words “guarantee” or “personal guarantee” in boldface type. Do you
see that as you go through the letter?

Mr. HALL. Yes.

Senator EDWARDS. And it looks to me as though it appears one,
two, three different times in boldface. Is that correct?

Mr. HALL. Yes.

Senator EDWARDS. Now, if you would look down with me at—
there is a large paragraph, four up from the bottom. It begins, “You
see.”

Mr. HALL. Yes.

Senator EDWARDS. Do you see that?

Mr. HALL. Yes.

Senator EDWARDS. And then it has this sentence: “Now, I have
made sure that your invitation includes a special opportunity that
guarantees”—“guarantees” being in boldface—“guarantees you will
win a prize valued up to five”—that has got so many zeroes, I am
not sure what it is. Is that five million?

Mr. HALL. Five million.

Senator EDWARDS. Five million dollars. When you read that,
what did that mean to you, Mr. Hall?

Mr. HALL. That I was going to win $5 million. I am still waiting
for it. [Laughter.]

Senator EDWARDS. I am afraid you are going to be waiting a
while, it looks like.

Mr. HaLL. Yes, I am.

Senator EDWARDS. And this letter contains—I left out a large
part of the letter, but it contains a whole discussion about some
discussion that allegedly took place at Publishers Clearing House
about you personally. Is that right?

Mr. HALL. That is correct.

Senator EDWARDS. And when you saw this sort of description of
the fact that they were talking about you personally and how im-
portant it was for them at Publishers Clearing House for you to be
a winner and guaranteeing that you were going to be a winner,
what did all that make you think?

Mr. HALL. That I really was going to win. I did.

Senator EDWARDS. And you were telling us earlier before you got
upset, Mr. Hall, basically what you were trying to do was help your
daughter go to school. Is that right?

Mr. HALL. That is correct.

Senator EDWARDS. And she was going to law school and you were
proud of her and you wanted to help her.

Mr. HALL. That is correct.

Senator EDWARDS. Did it matter to you the fact that this all ap-
peared to be very personal?

Mr. HALL. Yes. I took it very personal, and my daughter always
advised me these guys cannot be trusted. And I just thought this
is a harmless, reputable company. That is the way I thought about
that. And getting a letter like this made me believe that I really
was going to win.

Senator EDWARDS. Now, let me ask you this, Mr. Hall: What
would have told you, when you got this letter—let’s talk about this
letter particularly. What could have been in this letter that would
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have said to you, you know, my chances of winning this sweep-
stakes are minimal? What could these folks have put in this letter
that would have made that clear to you?

Mr. HaLL. If they had put in this letter that my chances of win-
ning were 1 in 100 million, that would have made me—given me
the indication that I would not—probably would not be a winner.

Senator EDWARDS. And that is nowhere in the body of this letter.
Nothing like that is in the body of this letter.

Mr. HALL. It is not there.

Senator EDWARDS. Now, let me ask you about a different thing.
We have some language—Senator Collins has some language, Sen-
ator Levin has some similar language—about the nature of what
needs to be in these sweepstakes promotions, and we use “easy to
find, read, and understand” because of our concern about this small
type and how hard it is.

Mr. HALL. Yes.

Senator EDWARDS. Tell me how you would feel, instead of lan-
guage that is more general like that, if we said that they had to
disclose your chances of winning in type that was at least as big
as any type that appeared anywhere in the letter—in other words,
the largest type. See “Publishers Clearing House,” that big type at
the top of that letter?

Mr. HALL. Yes.

Senator EDWARDS. Would it have been helpful to you if they were
required to disclose in type as big as the largest type that appears
in some of these letters we have seen? Some of the blow-ups, they
have very large type on them.

Mr. HALL. Yes.

Senator EDWARDS. Would it have been helpful if we required
them to disclose your chances of winning every time you got one
of these things, your chances of winning in type that was at least
as big as the largest type in the letter?

Mr. HALL. Yes.

Senator EDWARDS. Would that have been helpful to you?

Mr. HALL. Very, very much helpful.

Senator EDWARDS. OK. Now, let me ask Ms. Gelinas—thank you
very much, Mr. Hall. That was very helpful.

Ms. Gelinas, let me ask you this question. I spoke earlier about
a 1-800 number, which is one of the ideas that I have that I want
to discuss with my colleagues. But the concept is to have a 1-800
number where folks could call and have your name taken off all
these sweepstakes lists so that they especially don’t mail to you,
and not just one of them but all of them, one central 1-800 num-
ber. Tell me whether you think that would be helpful based on
your experience.

Ms. GELINAS. It would have been helpful at the end when I was
taking care of my father’s affairs to a large extent, but for the 10
years that he lived alone, he never would have called.

Senator EDWARDS. He wouldn’t have called himself.

Ms. GELINAS. Oh, no, because he was going to win.

The other thing that I might mention about your large type is
if you are going to put the odds on it, it also has to be on the front
page, because if it is on the back somewhere, they are never going
to turn it over and look.
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Senator EDWARDS. Basically the largest possible type on the front
page of whatever they receive.

Ms. GeELINAS. That is right, because I know my father never
looked on the back of any of those things. First of all, as some of
the other people have said, it is a full-time job to fill out all these
things and write all your checks, and my father was getting 30 to
50 a day between charities—strange charities no one has heard
of—and Reader’s Digest. And that did—that was his day, filling
those things out. And he never even looked on the backs of those
things. Even if the print had been big on the back, he never would
have seen it.

Senator EDWARDS. So let’s play this out. If we had in type that
is as big as the largest type that appears anywhere on the docu-
ment, and on the front page, (1) the chances of winning, and, (2)
as Senator Levin pointed out earlier, that purchases will not help
your chances of winning in any way—if we had all of that in type
as large as the largest type that appeared anywhere on the docu-
ment, do you think that would go a long way toward dealing with
this problem?

Ms. GELINAS. I think that would have helped for my father, yes.
I really do.

Senator EDWARDS. And let me ask you one last question. Do you
feel like, particularly in the case of the elderly, that when they get
these personal letters like Mr. Hall got and I just asked him ques-
tions about, that it is important to them, it makes them feel like
somebody cares about them, somebody is paying attention to them,
they feel important?

Ms. GELINAS. Absolutely. I think that is a big part of it. I used
to see my father three or four times a week. He would have letters
like this to show me that he was so proud of because, look, I mean,
they really were—they felt for him, they were his friends. You
know, they were worried why he hadn’t won yet. They wanted to
make sure he would win. All of that real personal touch really went
a long way with him. He trusted them. He believed them. He
thought they cared about him.

They didn’t care about him. They cared about his money.

Senator EDWARDS. And it created not only a financial response
in him but an emotional response.

Ms. GELINAS. Oh, absolutely.

Senator EDWARDS. Can I get a comment from the rest of you on
all these things that I have just asked about? Ms. McElligott, if you
don’t mind?

Ms. McELLIGOTT. I agree. I would like to see those statements
put right up there beside “You have won,” and not down in the
body of the text, because when they get the volume that they are
getting—and this was 1 day, the day I left. They don’t have time
to keep reading. Their eye goes to what they see first. Put it as
big—make them put it in bright red letters—what your odds are.
Put it up there so they can see it.

Senator EDWARDS. And, also, that buying something is not going
to help them.

Ms. McELLIGOTT. Exactly.

Senator EDWARDS. Dr. Beukema.
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Dr. BEUKEMA. Well, what just occurred to me when you were
talking is that if your—people have lived all their life, and so when
they see something that says, so-and-so and I were sitting in the
office the other day talking about you and wondering why you
haven’t won, they imagine themselves doing that with someone.

Senator EDWARDS. Sure.

Dr. BEUKEMA. And so they think, oh, it is really happening: that
is what I would do; this must be real.

That it is not real, I think, is like, well then why would they say
it if it isn’t so. It is like with the phrasing, it says I have won. It
wouldn’t say that if it weren’t true. I mean, it assumes a kind of
naivete in some way, but it is also not so naive. It is like why else
would you write someone something like that.

Senator EDWARDS. But don’t you think it also, as we have talked
about, makes them feel special?

Dr. BEUKEMA. It makes them feel special.

Senator EDWARDS. Important?

Dr. BEUKEMA. Yes.

Senator EDWARDS. Makes them want to respond on an emotional
level.

Dr. BEUKEMA. Anyone else who came to them and said you have
won this or this is good for you, the doctor says that, their kids say
that. And here are people saying it all the time, only there is more
of them.

Senator EDWARDS. Any other ideas besides what we have just
talked about, putting the type in as big a print as there appears
on the letter, putting it on the front, making sure it discloses the
odds of winning in this large type, and also that purchases are not
going to help? Anything else specific that occurs to you that would
be very helpful?

Dr. BEUKEMA. Not specifically. Those seem very important.

Senator EDWARDS. OK. Thank you.

Mr. Doolittle, could I get your comments on those questions,
please?

Mr. DOOLITTLE. I think you ought to put—oh, there is one right
there, about a quarter inch height, but do it on the front and the
back.

Senator EDWARDS. I see the letter that you have in your hand.
It says “letter of intent.” What does it say at the top?

Mr. DOOLITTLE. “Letter of intent to award cash.”

Senator EDWARDS. If that document said in the same size print
what your odds were of winning and that purchases would not
help, don’t you think that would be tremendously helpful?

Mr. DOOLITTLE. Yes, but they would reduce the size of that print
so they can reduce the disclosure.

Senator EDWARDS. They will make them all small.

Mr. DOOLITTLE. So if you just tell them quarter inch in black ink,
put it on the front and the back—so many of these envelopes have
got six, seven sheets of paper in them.

But I have something to ask you guys. [Laughter.]

Why can’t you raise the bulk rate up?

Senator COLLINS. Well, we will pass that on to the other Sub-
committee.



32

Mr. DOOLITTLE. It costs me 33 cents to send you a letter. Right?
What does it cost them to send me all this?

Senator EDWARDS. Sure.

Mr. DooLITTLE. Not much.

Mr. HALL. A fraction of a cent.

Mr. DOOLITTLE. And the mailmen, they are getting tired of carry-
ing it.

Senator EDWARDS. Sure.

Dr. Carter.

Dr. CARTER. I would really like to see them also disclose that
when you purchase something or enter that your name is going to
be sold. I think it is ridiculous that permission is not requested
that your name be sent all over the planet. My father had an un-
listed phone number for 15 years. We have changed this number
twice. He still gets phone calls. Unfortunately, now he is involved
with these Canadian telemarketing scams, and these outfits are
impossible to stop.

There is nowhere in any of these entries any mention that your
name is going to be passed on to other companies. It says if you
win the prize, would you be willing to show up and be on TV or
serve as a promotional person, but they say nothing about the per-
son that doesn’t win anything.

The other thing I would be interested in finding out is if my fa-
ther does become a 1 in 85 million chance winner and his payouts
are going over 30 years, are they going to pay interest on this mil-
lion dollar winning? Certainly if he wins a million dollars on April
1, then he is entitled to interest on this million dollars. He is in
a sense loaning them this million dollars for 30 years. Nowhere do
I see anything that there is going to be interest paid to him.

So these are some things that I think need to be addressed.

Senator EDWARDS. Madam Chairman, I see my time is up, but
let me say one last thing. Thank you all so much for being here.
Your presence here is critically important to the work of this Sub-
committee.

Mr. Hall, I particularly want to thank you for coming here and
having the courage to talk about something that I know is a very
difficult thing for you to talk about, and you did it very eloquently.

Mr. HALL. Thank you.

Senator COLLINS. Thank you, Senator.

We just have a couple of final questions that Senator Levin and
I want to ask you. I am going to ask my question to Dr. Beukema
and have Exhibit 6 put up and if you could look in the exhibit
book.1

You made a very interesting point in your testimony. You talked
about your mother being very trusting of official institutions like
the Postal Service or the U.S. Government. Another part of our in-
vestigation later on is going to get into what I call government
look-alike mailings. These are mailings that sweepstakes fre-
quently use to make it look like somehow they have the approval
of the Federal Government, or in some cases they look like they are
from the Federal Government.

1See Exhibit No. 6 in the Appendix on page 172.
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This isn’t as clear an example of a government look-alike mail-
ing, but I think it is a mailing that looks very official. It looks like
the Postal Service is somehow involved. It says official business. It
looks like it has been hand-canceled, although, in fact, it hasn’t. It
is just bulk mail.

Could you comment a little bit more on the issue of the deceptive
nature of the envelopes that lead people like your mother to believe
that somehow this can’t possibly be deceptive?

Dr. BEUKEMA. Well, it looks like—the eagle is sitting up there.
It says “official business.” It has “Do not discard.” All of these thing
make it seem as if you have to open it and that it does come—it
looks like something that comes from the government, and I think
that because it came through the government, it came into her
house—she didn’t have to go out and wait on some street corner
to have someone drop it. This was something that came to her
house. The postman, who she knows, brings it to her, and it looks
official. It says “official business.”

So, psychologically, it is like this is for real. And why would she
doubt it?

Senator COLLINS. We have other examples which we will use in
subsequent hearings where the mailing looks like a 1099 form.

Dr. BEUKEMA. Yes.

Senator COLLINS. It looks like an IRS document. We have oth-
ers—this is one I received, by the way, although I have a feeling
that I will be dropped from all the sweepstakes lists. [Laughter.]

This one, a lot of these look like they are return receipt. They
mimic the official documents that are used by the Postal Service
in ways that I think just add to the deceptive nature.

Dr. BEUKEMA. Yes.

Senator COLLINS. Finally, it occurred to me as we were talking
about what kinds of disclosure, I am wondering, why do we allow
these companies to say “You are a winner”? Why isn’t it “You may
be a winner”? That in itself is so deceptive.

Dr. BEUKEMA. Yes. Psychologically, I am a winner, I am going to
keep doing this. I mean, it is stated in the present. It really seems
true. It keeps me in. You might win if you do this. It just has a
completely different feel to it that people respond to.

Senator COLLINS. I think you have all done an absolutely excel-
lent job of helping us understand not only the financial con-
sequences, the thousands of dollars that seniors are wasting, and
others who are not elderly who are wasting on these sweepstakes
purchases because of the deceptive nature of these mailings, but
also the emotional toll that is taking place. And that is equally
troubling to me. It is equally troubling to me that we are raising
hopes, that we are exploiting people’s dreams through these mail-
ings. And I think that that is another harm of these highly decep-
tive and aggressive mailings.

Senator Levin.

Senator LEVIN. Madam Chairman, thank you, and just very
briefly, I want to ask our witnesses about an argument which we
are going to hear tomorrow from Reader’s Digest. I am going to
quote from a piece of their testimony.

What they will be telling us is that the sweepstakes offer is there
only to get the consumer to open the envelope. In other words—
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well, let me read what their testimony is. That is the purpose of
the sweepstakes offer, and that “Once the consumer is exposed to
the product offer, it is the strength of the offer, the quality of the
product and the value of the product for the price which will deter-
mine whether the consumer will actually respond with a purchase.”
In other words, it is not the sweepstakes pitch. It is the product
quality.

Would you like to comment?

Ms. GELINAS. Even if there is a quality product, someone who
buys five or six of the same item is not buy quality—theyre trying
to better their chances of winning.

Dr. BEUKEMA. There is no quality.

Mr. HALL. Absolutely not true.

Ms. McELLIGOTT. Would you like to see an example of quality?

Senator LEVIN. Yes.

Ms. McELLIGOTT. Could someone take this to the Senators?
$20.29 for a golden horseshoe watch. I wouldn’t give you a dime for
it. We had probably 30 of these.

Senator COLLINS. Do you want it back? [Laughter.]

Ms. McELLIGOTT. No. I have offered to give it to everybody, and
nobody will take it. But you may have it.

Dr. CARTER. I think too many of the tapes and CDs are sold at
outrageous prices; $30 usually is what it takes to purchase an item.
And Reader’s Digest cleverly has you into some of these travel
clubs or these clubs that package things so you get two or three
discs at a time. So I found on charge card statements $60, $90, and
the quality of these items is not good. The CDs, some of them he
has had me listen to. He likes classical music, and I will start lis-
tening to it, and all of a sudden it stops because there is a scratch
in it or there is something in it. So it is pathetic.

Senator LEVIN. Anybody else want to comment on that argu-
ment? I saw you all kind of shake your heads with disbelief.

Dr. BEUKEMA. My mother sent me six feather dusters. They are
all plastic. I am sure they have nice feathers.

Senator LEVIN. If this is all right, we will hang on to this for to-
morrow. We will present this to Reader’s Digest.

Ms. McCELLIGOTT. You may have it.

Senator LEVIN. Thank you. I don’t think this will violate—I know
this won’t violate our gift rules, given its value. [Laughter.]

One other thing, I want to just pick up on a thought that my col-
leagues have shared with each of you, and I tried earlier to express
as well, and that is how grateful we are that you have come for-
ward. It is a lot easier, in a way, to talk about the embarrassment
and the humiliation and the waste of money when people come
together. And an awful lot of folks out there have been taken ad-
vantage of, and the fact that you come forward and kind of band
together in this effort I think will make it a lot easier for others.
Thousands, hundreds of thousands, perhaps millions, who have
been the object of the kind of come-ons that you have described this
morning hopefully will now come forward with their families and
talk about it to their children or to their brothers, sisters, and so
forth, to see if we can’t stop the scams here that are preying par-
ticularly, but not exclusively, on senior citizens.
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If I could just say one final word to Mr. Hall as well, your daugh-
ter is now a lawyer.

Mr. HALL. Yes, she is.

Senator LEVIN. You can be very proud of that.

Mr. HALL. Very proud.

Senator LEVIN. And that you, I am sure, made a major contribu-
tion to that, even though perhaps the fact that you were scammed
made it more difficult for you to do as much as you wanted to.

Mr. HALL. I was successful in getting it done.

Senator LEVIN. You were successful. I am sure she would be the
first one to be aware of that, and also now to have an opportunity
as a lawyer to do what our newest colleague here, Senator Ed-
wards, did so often for his clients, which is to seek the injustice and
to go after the scam artists for those who have been victimized. So
you have really been a major success, as others have here, too, and
I shouldn’t single out one, but I think you all understand why I am
doing this given the emotion that understandably was shared with
us this morning.

So you are a tremendous success even though you were taken ad-
vantage of. I am sure that your daughter will remember exactly
how powerful your presence is here this morning and how impor-
tant your efforts were in her professional achievement. And to each
of you, again, all of us are very grateful, as our Chairman said, for
your being willing to come forward. Thank you.

Senator COLLINS. Thank you very much.

I want to thank you all again. You have contributed immeas-
urably to our understanding of this problem by your willingness to
come forward. You are going to help us solve this problem, and I
thank you very much for your contributions.

Senator COLLINS. I would now like to call our second and final
panel of witnesses forward.

Our second panel of witnesses this morning includes the Hon. Jo-
seph Curran, Jr., the Attorney General of the State of Maryland,
and Virginia Tierney, a member of the Board of Directors of the
American Association of Retired Persons. Again, I want to thank
both of you for coming forward.

As I explained, we do swear in all of our witnesses, so pursuant
to Rule VI, I would ask that you stand and raise your right hands?

Do you swear that the testimony you are about to give to the
Subcommittee will be the truth, the whole truth, and nothing but
the truth, so help you, God?

Mr. CURRAN. I do.

Ms. TIERNEY. I do.

Senator COLLINS. Your written statements will be made part of
the hearing record. In the interest of time, I am going to ask that
you limit your oral presentations to no longer than 10 minutes, and
we will start with you, Mr. Attorney General.
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TESTIMONY OF J. JOSEPH CURRAN, JR.,! ATTORNEY
GENERAL, STATE OF MARYLAND

Mr. CURRAN. Well, thank you very much. I am pleased to be
here, and I want to thank you, Senator, and Senator Levin for the
bills that you have introduced.

I can tell you, as the Attorney General for Maryland—and I have
been that now for the past 13 years—that indeed sweepstakes
mailings are a real problem and something that we have, I believe,
been aggressive in combatting in Maryland. But I applaud your ef-
forts at the national level, and I also applaud the efforts of my col-
leagues in the National Association of Attorneys General who have
taken this issue on as a national project.

To give you some idea of the numbers or the volume that we deal
with, probably our office in the Consumer Protection Division gets
in excess of 300 complaints a year by individual Marylanders. But
in addition to that, as best I can determine, another 100-plus
Marylanders have called the FTC. So it isn’t just a few scattered
complaints we are getting. It is a significant volume.

I might add also, as you have probably seen from the earlier wit-
nesses, that a lot of folks, particularly seniors, are reluctant to call
or to complain for a variety of reasons: gee, I don’t want my daugh-
ter to know how foolish I have been; or, I feel so embarrassed or,
quite frankly, they really are continuing to be deceived. So the fact
that there are several hundred callers doesn’t indicate to me that
it is only those few. That is, quite frankly, I just think scratching
the surface.

What I would like to say, however, to you, Senator, is that I am
really troubled by the idea that mailings are coming from what I
would have thought would be responsible business persons, busi-
nesses that we should look to as leaders, corporate leaders. The
management of these businesses, I dare say, think of themselves
as good persons within their community, probably church or syna-
gogue members, doing good things. But yet, quite frankly, their
marketeers are doing some very bad things, and we should tell
them that it is affecting adversely a lot of very decent persons and
they should stop it.

Now, what we did about a year ago to try to find out what was
the depth of the problem, because I only had some anecdotal infor-
mation based on what I have just told you, we devised a way of—
I guess a reverse sting, if you will, and we did like a few other
States did. We had a Maryland Senior Sting, and I wanted to find
out what kind of mail were seniors getting. So we got about 500
Maryland seniors from the Washington area and the Baltimore
area and the Eastern Shore area and asked them to volunteer for
1 month to save their mail, other than their legitimate mail, their
bills or their children or the birthday card things, save their mail
for us because we would like to sort it out and see what they are
getting. And you would be amazed that we got in 1 month from
these 500 seniors, volunteers, over 10,000 pieces of mail, excluding,
of course, the personal mail, the bulk of which, almost 50 percent
of which was the sweepstakes mail.

1The prepared statement of Mr. Curran appears in the Appendix on page 116.
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So you can see that people really are, in fact, being deluged by
these mailings, and we had a chance to sort it out to see what was
deceptive, what was misleading, what was illegal, and as a result
of the Senior Sting, we were able to work with other States. We
are undergoing now—we had seven, now we only have six multi-
State investigations of major sweepstakes companies. We were able
to turn over to the postal authorities a number of really outrageous
pyramid schemes and chain letters which are totally illegal and un-
related to this, of course, but we did find that these were the kinds
of letters and publications that Maryland seniors were receiving,
and we wanted to move to do something against it, and I think the
one settlement we entered into with American Family Publishers
will, of course, be a step in the right direction. But it is only a step
in the right direction.

But I just thought you should know that we found, when we
opened these bundles and bundles of mail, that there would be
some seniors who would get just a few letters, but there were, in
fact, seniors who clearly in my mind must have been targeted be-
cause they were where some senior would get maybe 15 letters in
a given month, some might get 40 or 60 in a given month, meaning
to me—that is what I think by the reloading. They were targeted
because they were those persons who had been duped once before
and they were re-duped and re-duped and re-duped.

I think this is a real problem. I applaud your efforts that you are
doing. I think legislation, education, litigation, if need be, is the an-
swer. But the message I would like to get to the people who are
sending these things out, you really are hurting people. You might
think, well, it is just—as someone said, you put “You are the win-
ner” on there so they will open the mail, but seniors don’t do that.
And when I say seniors, I am speaking I guess of my own genera-
tion. We, I think, were of a generation that believed what we saw.
So if something came in the mail and said a fact, seniors are, by
and large, trusting. They believe you. They are honest. They are
hard-working. And if you make that approach to them, they usu-
ally—they fall for it. And I think these marketeers must know that.

We have a good law in Maryland, I am happy to say, and we,
quite frankly, go after these birds. And when we do, we put them
out of business. We just recently dealt with an outfit in California
along with some other people. In a 2-year period, we believe this
one outfit ripped off Marylanders to the tune of about $7 million
in a 2-year period.

What they would do, they would send you “Dear Mr. Curran:
Congratulations, you are a winner. You are a guaranteed winner
of’—and then they would list two or three prizes. “Call today” such
and such a number “to find out which prize you have won.” And,
in truth, they did guarantee—I think Senator Levin a few hours
ago said someone was getting 50 cents for a prize. Well, they were
actually mailing a check for a dollar to people who would answer
the postcards. But what was happening, you would call and they
would keep you on the phone, a long-distance phone, for 6 or 7
minutes, so you would have a phone bill of about $30, and then you
would find out you didn’t win the big prize but you did get a dollar.
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Well, that was deceptive and clearly intended only to rake in the
$30. It had nothing to do with some real effort to improve my life-
style.

So I just wanted you to know that from our standpoint in Mary-
land, although I think we have a good law, we welcome Federal
law. We think that there is a role for the Federal Government. We
think you can set the minimum standards. I would urge you not
to have preemption because it may well be that we in Maryland
want to do more, or it may well be in Florida, which is the home
of millions of seniors, that the electorate there may wish to do more
for their citizens, or the citizens of Maine may demand more, or
Michigan may demand more.

And the idea that the marketers say, well, gee whiz, all the trou-
ble we are going to have to go through, we are going to have to
have 50 different lawyers looking at the law in 50 different States.
Well, I am not impressed. I am not impressed at all. You are mak-
ing a lot of money. You know full well you are deceiving people.
Many times you will see promotional schemes that say, not legal
in Maine. That means a lawyer has looked through it and saw that
the Maine law prevented this type of thing.

They have lawyers look at these State laws. And I think the easi-
est way for them to not have to hire a fleet of lawyers is to just
be honest, just be fair. Treat the person who gets the letter the
same way you would like to be if you received it.

So I applaud what you are doing. I am glad that we have a
strong law in Maryland and we continue to ferret out these guys.
But we welcome your support, and I hope that your law should
pass and that we can march together to see to it that seniors and
non-seniors alike are protected from that type of thing.

You have seen these. I don’t want to bring many, but you have
seen the same thing. We have all seen the same issue. You get that
in the mail, and you really do think you have won something. And
I might add, a colleague of ours, Ben Cardin of Maryland, he and
I had an announcement 6 or 8 months ago. And Ben told me, I
really read this thing carefully. Ben is an esteemed Member of
Congress, a bright guy, and he said, I really thought I was a win-
ner. Well, of course, he wasn’t a winner.

So congratulations, best wishes, you have our support, and I just
urge that you don’t preempt the position of Maryland.

Senator COLLINS. I want to assure you that my legislation recog-
nizes the good works that the State Attorneys General have under-
taken in this area. You have really been the leaders, and it doesn’t,
in any way, preempt State efforts. I agree with you totally that we
need a joint effort.

Mr. CURRAN. Thank you.

Senator COLLINS. Ms. Tierney.

TESTIMONY OF VIRGINIA L. TIERNEY,! MEMBER, BOARD OF
DIRECTORS, AMERICAN ASSOCIATION OF RETIRED PERSONS

Ms. TIERNEY. I am very pleased to be here this morning. The tes-
timony has been very moving, and I am sure very helpful, and I

1The prepared statement of Ms. Tierney appears in the Appendix on page 117.
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have appreciated what Attorney General Curran has had to say
about this too.

On behalf of AARP, I want to thank you for inviting us here to
discuss the impact of deceptive mailings, which include, of course,
the sweepstakes, on older Americans.

AARP is not here to condemn sweepstakes. We acknowledge that
they appeal to some of our members, and they are the foundation
of magazine publishers’ efforts to obtain subscriptions. However,
sweepstakes and other forms of deceptive mailings are a major con-
cern to AARP because of the severe effects they have on our mem-
bers who are victimized in large numbers.

AARP’s involvement in this issue is not new. In the past 3 years,
we have launched campaigns against charity and telemarketing
fraud based on research examining older victims’ behavior and per-
ceptions, partnerships with enforcement and consumer protection
agencies and warnings to consumers.

AARP’s research into telemarketing fraud and charitable solicita-
tions, which are closely tied to direct-mail fraud, has identified
sweepstakes as a prime area of concern. Sweepstakes were the No.
1 form of telemarketing consumer fraud reported to the National
Consumers League’s National Fraud Information Center, or NFIC,
in 1995, 1996, and 1997. In 1997, almost 13,000 reports of sus-
pected telemarketing fraud were made to NFIC. Out of the close
to 10,000 people who gave their age, 40 percent were over the age
of 50. Based on these reports, the number one scam was sweep-
stakes, with magazine sales ranking No. 5.

Now, that helps to tell the story statistically, but it doesn’t begin
to take into account the personal anguish caused to individuals and
the friends and families associated with them. That is painfully
evident from the testimony of the people we heard this morning.

AARP has taken extraordinary steps to educate our members
and the public at large as to how to differentiate between legiti-
mate offers and misleading, deceptive, or fraudulent ones. Our goal
is to reduce fraud and deception in telemarketing and mail solicita-
tions. As part of this mission, AARP has worked in tandem with
the Attorney General’s office in my home State of Massachusetts,
as we have with other State Attorneys General to gather informa-
tion and warn consumers about potential fraud.

Additionally, we were active participants in something similar to
what you have heard about from Attorney General Curran, and
that is Operation Mailbox which was a coordinated effort under-
taken with the Federal Trade Commission, or FTC, and Federal
and State law enforcement agencies to identify fraudulent mail.
The details of this effort are outlined in our written statement, so
let me summarize by saying, based in part on AARP’s contribution
of over 5,000 pieces of mail, the FTC Operation Mail Box strike
force announced over 150 Federal and State enforcement actions
against the sponsors of these mailings in October of last year.

While Operation Mail Box was a tremendous success, we be-
lieved that more needed to be done to identify what drives people
to participate in sweepstakes and to ascertain what their expecta-
tions might be. With that in mind, we embarked in research in this
area. AARP contracted for the services of Dr. William Arnold, an
Arizona State University professor, who may be known to some of
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you because he is a recognized expert on this topic. While his re-
search efforts on our behalf have not been completed, we would like
to share some of the preliminary results with the Committee this
morning.

A part of the research effort looks at the attitude of the consum-
ers, and preliminary results in this area show that 40 percent of
older Americans who receive sweepstakes solicitations respond to
them. What is distressing, however, is the finding that 23 percent
of those who participate in sweepstakes believe that purchasing
something increases their chances of winning. Combine that figure
with the 17 percent who feel that purchasing might increase their
chances, and you have fully 4 out 10 participants who do not be-
lieve the statement “no purchase necessary to win.” And you heard
so much more about that in the testimony this morning.

Finally, 87 percent of those interviewed for Dr. Arnold’s study be-
lieve that the government should do something about deceptive
mailings. As you can imagine, we look forward to the final results
of Professor Arnold’s study and will be happy to share those find-
ings with the Committee.

The concern over the perception that a purchase might be nec-
essary to win is one area that can and should be addressed by the
companies that do the mailings, irrespective of what Congress does.
Another more serious issue that AARP believes requires congres-
sional action, regards the messages contained in the mailing de-
vices, and we already have heard something about this. It is the
use of “you have automatically won” type of language in sweep-
stakes promotional materials that is at the core of the fraud and
deception.

We have samples of letters from our members highlighting the
ordeals they have gone through and the range of concerns that they
raise. Copies of several of these letters are attached to the written
statement that we submitted.! One woman asked that the large
amount of money just awarded to her spouse who, by the way, has
been dead for 6 years, be placed in his estate so that the family
can enjoy it. She concludes by pleading “this kind of nonsense must
be stopped.”

Two others, both homebound and coping with disabilities, simply
ask, “Where is my money?” and “Please help me get it.” Remember,
this is a problem that often involves other family members as well,
as you heard from the participants this morning.

A daughter writes in regard to her independent 87-year-old fa-
ther and raises a different set of concerns. She is uncomfortable in-
tervening in her father’s affairs, but she does so because he re-
cently cancelled a trip to visit his only sister stating “it conflicted
with the date he was to be in New York to collect his winnings.”
What is more alarming is the fact that he has taken $13,000 out
of his savings, and he spent $11,000 between May and August on
books and magazines. One member asks, “Why would the company
allow someone to purchase five copies of Victor Borge Then and
Now or four copies of Charlotte’s Web in a 90-day period?”

Finally, there is the story of a daughter-in-law attempting to set-
tle the estate of her deceased father-in-law. Much as you heard

1The letters referred to appears in the Appendix on page 120.
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from one of our people testifying this morning, she is in possession
of 17 boxes of sweepstakes solicitations sent to her father-in-law.
She can also verify he spent over $10,000 on magazine subscrip-
tions. In light of what you have already heard, neither of these
facts may be particularly surprising. What is astounding, however,
is that the sweepstakes sponsor repeatedly renewed his subscrip-
tion to Sports Illustrated and Newsweek through the Year 2086—
an 87-year subscription. While the sponsor assured her that her fa-
ther-in-law’s account balance was zero dollars, no one offered to re-
fund the monies already received to extend the subscription, nor
had they agreed to do so upon her request. And these examples are
just a few examples of the letters received by AARP.

Obviously, something needs to be done. That is why we are
pleased that this Subcommittee is taking action to aid consumers.
We are especially glad that Senator Collins is addressing consumer
concerns with sweepstakes by introducing S. 335, the Deceptive
Mail Prevention and Enforcement Act. AARP agrees with the 87
percent of respondents in Dr. Arnold’s study who believe that the
government needs to do something to deal with deceptive mail. We
would like to acknowledge Senator Levin’s introduction of S. 336
and comment briefly on some of the provisions of S. 335 and offer
suggestions on other areas of concern raised by both of your bills.

One of the most attractive provisions in S. 335 is a civil penalty
provision. AARP has contended that the most direct means of
eliminating fraud is to take the profit out of it. The stiff penalties,
capping out at $2 million, truly would be a deterrent. We also ap-
plaud Senator Collins for proposing to provide the Postal Inspection
Service with the authority to stop deceptive mail.

Finally, we support the definitions of nonmailable matter in-
cluded in the bill. We believe clarifying what message may be con-
tained in a mailing and how it may be presented is of critical im-
portance, and we hope that the Committee will, among other
things, look at provisions that would couple claims and promises
with disclaimers and clearly define games of skill with their risks
and rewards.

And, additionally, we urge the Congress, the Committee, to ad-
dress the concerns we have raised regarding consumers over-
subscribing, and the difficulty they encounter in recovering money
paid for multiple-year subscriptions.

In closing, thank you again for the opportunity to provide the
Subcommittee with background and recommendations on this criti-
cal issue that impacts so many Americans, particularly older Amer-
icans, so severely. AARP stands ready to work with the Chair and
Members of the Subcommittee to enact legislation that will signifi-
cantly curtail the fraud and deception surrounding sweepstakes
mailing. And I apologize that I brought a cold from New England
today and hope it has not been too hard for you to listen to me.

Senator COLLINS. Thank you very much, Ms. Tierney. I share
that New England cold, so I know it is a bad one.

Ms. TIERNEY. A lot of people are doing it now.

Mr. CURRAN. I caught it in Baltimore. [Laughter.]

Senator COLLINS. Let me ask you a little more about the very in-
teresting survey that you did. If I understand it correctly, you
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found that 40 percent of those surveyed drew a connection between
making a purchase and the chances of winning; is that correct?

Ms. TIERNEY. We think that is even higher because, in addition—
well, yes, it is 40 percent, but we feel that it is probably even high-
er than that, too. Definitely, and I think it has been brought out
time and again here, people know that sweepstakes exist, and they
know that generally people buy something, and they enter the
sweepstakes that way. And so they will continue on with this. It
doesn’t seem unusual to them that they buy things. And when they
see that their returns, if they don’t purchase something, goes to one
mailbox number or address; if they do, it goes to another, and there
may be a number that is higher than the number that they are
going to send if they buy something, so they are sure they are
going to get extra attention, that there is a better chance. They are
going to be moved up to the top.

Senator COLLINS. Have you also found that the members of
AARP have complained to you about the fact that it is much harder
to enter the sweepstakes if you do not make a purchase? Has that
issue come up?

Ms. TIERNEY. I do not know whether that has in this survey. I
would suspect that it would.

Senator COLLINS. One of the findings of the Subcommittee is that
that is, indeed, the case; that a lot of times, if you are not going
to enter, you have to come up with a specifically sized piece of
paper, for example, or you have to use your own envelope. It is just
made more difficult, again, reinforcing the connection between the
purchase and the chances of winning.

Ms. TIERNEY. That is very true.

Senator COLLINS. I would like to ask you about the use of trusted
spokesmen in some of these sweepstakes and whether you think
that plays a role in encouraging senior citizens to participate. For
example, there is a sweepstakes that uses Ed McMahon and Dick
Clark as its primary spokesmen. Do you think the use of well-
known, trusted pitchmen influences seniors in answering these so-
licitations?

Ms. TIERNEY. I think there is no question about that. And then
when you add to that, that along comes Super Bowl Sunday, and
they see Ed McMahon on the television, and they see Dick Clark
with him, and so here is a trusted person, and he has that big
check, and he goes to the house with a bunch of flowers, and so
they are sure that this is legitimate because he is doing this and
because it becomes so public. They are used to seeing him on tele-
vision giving out this prize money, and they are sure it could hap-
pen to them.

Senator COLLINS. Mr. Attorney General, that it is my under-
standing that the State of Maryland reached a settlement last year
with American Family Publishers concerning the use of the so-
called prompt pay sweepstakes. And it is my understanding that
requires that an entry be accompanied by payment for an item al-
ready ordered.

Could you explain what is involved and also your action against
this kind of sweepstakes.

Mr. CURRAN. Well, we were able to conclude a settlement last
year with American Family Publishing. One of the aspects of our
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law in Maryland is that one may not have to make a payment of
anything in order to receive a prize or to be eligible to receive a
prize. In this situation, if you promptly paid the subscriptions that
you applied for, you would be eligible to receive a prize, and that
violated Maryland law, and we were able to convince them that
they would be better off keeping us out of court by settling with
us, and they did. Because, see, the Maryland law says you may not
offer a prize or be eligible for a prize contingent upon the payment
of some monies, and that is what they did in this case.

And so, at least in Maryland, when the next mailings come in
from that particular company, they will not have this particular
other incentive to promptly pay your subscription. You may well
choose to not pay it or you may have a legitimate reason to cancel
or a legitimate reason to stop payment. So they did stop that.

I might add, on the issue of trust, Senator, again, it troubles me
that there are—I mean, these marketeers, first of all, they are
good, and I dare say they are paid well. But they just know how
to push the right buttons. They just know how to use the right per-
sonalities who are thought to be trusted, and seniors have seen
them for a long time, and they use those persons, and they use the
idea that you are a guaranteed winner to their advantage.

And so, yes, I do think that it is unquestionably part of their
strategy by using well-known, trusted persons to ply this what I
think is just a very evil and wrong thing that they are doing. Quite
frankly, I am troubled by the fact that some very big thought-to-
be-legitimate businesses are doing things that are bad, and wrong
and they should be stopped, and I hope we can stop them.

Senator COLLINS. Thank you both for your testimony.

Senator Levin.

Senator LEVIN. Have either of you either talked to these large
companies that engage in this? We are going to have four of them
here tomorrow. These are major companies in this country. Have
either of you, the Attorneys General either in Maryland or in the
United States or AARP, ever written to these companies and said,
“Do you really want to engage in the kind of deceptive practices
which are sucking in so many of our seniors?” Has that taken
place?

Mr. CURRAN. Yes, we have talked to the lawyers who come and
try to convince us not to pursue a claim against them, and they are
doing their companies’ work. But have I ever been able to get to
the top people?

Senator LEVIN. Yes.

Mr. CURRAN. No, sir.

Senator LEVIN. Has AARP ever written?

Ms. TIERNEY. I do not know. I can find out about that and let
you know.

Senator LEVIN. Would you find out if that has been done?

Ms. TIERNEY. Yes.

Senator LEVIN. I wonder if you could put on one of the exhibits
here, this is Time magazine.l It is a $1,666,000 grand prize an-
nouncement. The big print that you read through the label when
it comes in is, “We can now confirm . . . ” and then that is the

1See Exhibit No. 10 in the Appendix on page 182.
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number that the recipient has, “ . is the winning number and
DG . . . ” the initials of that person “ . . . wins $1,666,000.” And
then “Winning number awaited,” and then you are supposed to re-
turn the winning number.

But if you look at the real fine print right above “We can now
confirm that your number is the winning number,” if you really
read carefully, and it may be hard from where you are sitting, it
says, “If you have and return the grand prize winning number we
will announce.” That is the escape clause they use. That is the
loophole that they use under existing law.

Our bills would correct that by requiring bigger print for that
kind of statement which means you haven’t won a darn thing—the
exact opposite of what hits the eye. Instead of confirming that you
have won, the print you can’t read or don’t read says you haven’t
won anything unless you have a winning number, which you may
or may not have.

I am wondering, first of all, what your reaction is to that, Mr.
Curran, to that practice there. Does that trouble you? That is legal
under current law. Our bills would close that loophole, but does
that trouble you as an Attorney General?

Mr. CURRAN. Yes, it does, sir, and I heard your earlier testimony.
First of all, what hits you is the fact that you are a winner. That
hits you. You are not hit by the small print because, and in many
cases you can’t read the small print, and I have seen them, out of
the 10,000 letters that we have received, you can see it really is
hidden, the way these things are hidden, and it is almost—I defy
anyone to really sift through and say, “Where is the loophole? I
know there’s one here,” and then you search, and you search and
you search, and you end up saying, “Well, I guess it’s legit.”

Sure, it bothers me. And, clearly, if you are going to have some-
thing that brings the attention of the senior to your letter, then
there also should be something that gives a disclaimer. Because, as
I said earlier, and you have heard again, and again and again, peo-
ple really believe—it comes in the mail, it looks official, a postman
delivered it, it’s got a seal on it, Ed McMahon’s picture is on it—
hey, this must be real. Well, it is not real, and it is deceiving, and
it ought to be stopped.

Senator LEVIN. We asked the Direct Marketing Association,
which is the industry association to which these major sweepstakes
promoters belong, whether that solicitation violates their ethical
guidelines, and the answer we got back is that the Committee re-
viewed the submitted promotion, and by majority vote agreed that
proper disclosures were prevalent and positioned properly through-
out the promotion, and they closed the case.

Now, we have the Attorney General of Maryland who is telling
us what I think most reasonable people would agree with which is
there is no way that, to the ordinary reader, that that gives any-
thing other than a totally false impression. And yet we have got
the marketing association for the folks who engage in these prac-
tices saying that that complies with the rules of that association.

Now, what that indicates to me is we simply cannot rely on this
industry to police itself, that we must act. And your testimony,
both your testimonies, are going to be very helpful I think in sup-
porting—I hope—in supporting the action for these bills.
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But I think it would also be very useful, if I can look again to
you, Ms. Tierney, representing AARP, if you considered directly
talking to or addressing mail or a request to these companies, if
you have not already done so. You may have already done so. Be-
cause some

Ms. TIERNEY. As I said, we would be glad to get back to you.l

Senator LEVIN. Some of these companies are really highly legiti-
mate companies that have very positive, good names in this coun-
try. Time Inc., is a very positive name in this country, and I, for
the life of me, I don’t know why they want to be connected with
something like this, which relies on people not seeing print. These
folks rely on print. Time magazine believes in the printed word.
That is the source of their income. That is what they are about.
They put a lot of trust in the printed word, and they try, for their
magazine, I am sure, they spend a lot of time to make sure Time
magazine does not provide anyone with a false impression in the
magazine. They spend a lot of time making sure their articles are
as true and accurate as they possibly can be. I believe that about
Time, and Newsweek and these other magazines. And yet they use
this kind of a come-on, which relies on the reader missing critical
information.

Ms. TIERNEY. But also, as Mr. Curran has pointed out, they are
very skillful at knowing what buttons to push. Now, anyone who
goes into these sweepstakes wants to win, and so, as they get more
solicitations, and they say, “We can now confirm,” so they read into
it what they want to hear, too, and that’s why I think it is impor-
tant for us to look at why people enter the sweepstakes and then
also look at what needs to be done to correct some of these obvious
flaws.

Senator LEVIN. Let me read one other example of something
which another reputable company, Reader’s Digest, has used. And
this was an example which came from Dr. Carter, who was with
us earlier this morning.

It is a letter from the Hudson Armored Car and Courier Com-
pany, and it was included in a sweepstakes solicitation from Read-
er’s Digest.2

“Dear Mr.,” and we crossed off the name of the person. “Reader’s
Digest has informed me that you are among a selected group and
are probably as close as ever to winning a major cash prize in the
$5,600,000 sweepstakes. That is why I have been authorized to ask
you how would you take delivery of your prize money if you are a
winner.”

It goes on to say that “personalized prize delivery instructions
are enclosed and should be returned.” It says, “Reader’s Digest cus-
tomarily mails prize checks to major cash winners. However, they
feel . . . ” underlined “ . . . winners might prefer to have their
prize money delivered to their homes, in person, as soon as pos-
sible.” And the letter concludes by saying, “At this point, it is vital
that you return your prize delivery instructions to Reader’s Digest
as soon as possible. If you are a winner, this will enable their Prize
Distribution Center to contact my company and have adequate

1See Exhibit No. 34 in the Appendix on page 318.
2See Exhibit No. 16 in the Appendix on page 203.



46

time to make all necessary arrangements for delivery of your
money.”

Now, I would find this laughable if it weren’t so cruel. This mail-
ing goes out probably to tens of millions of people. There’s one win-
ner, and yet Reader’s Digest wants to make sure the millions of
entrants identify months in advance, maybe even a year in ad-
vance, how they would want their money delivered.

And this is just simply a device, and I think it is a cruel device,
and I think it is a deceptive device, and I think it is a disgraceful
device, to make people think they are in some special category and
that they are very likely to win something if they return the card
telling Reader’s Digest how to deliver the money.

And that is not a concern of Reader’s Digest. They are not really
concerned about whether people want their money by check or de-
livered by an armored vehicle. It is a trick to get people to respond.
And they don’t want people to respond in order to enter the sweep-
stakes. They want people to respond because they may purchase a
product, and that is what this is all about.

Now, when we asked the Reader’s Digest what the purpose of
this letter was, they said it was a joint promotion. Hudson Armored
Car Company was being promoted through Reader’s Digest. They
likened it to joint efforts of McDonald’s and Disney. The problem
with that is that McDonald’s and Disney, in those cases, there is
a real likelihood that the same customer will actually see the prod-
ucts of both companies and want the products of both companies.
How many average Americans have a need for or will ever use an
armored car company? [Laughter.]

Now, that is Reader’s Digest. That is not some fly-by-night outfit
that does not care about the law, that if it gets caught will pay a
fine and move on to the next victim. This is a legitimate company,
Reader’s Digest, that uses that device, that kind of a come-on, that
kind of a deceptive letter with people. And I think it is wrong, and
we will tell them tomorrow I think it is wrong.

Mr. CURRAN. Senator, in our Criminal Division, we do, with reg-
ularity, deal with the con artists, and the scam arts and the fly-
by-nighters, and we put them in jail and everybody applauds that.

But these aren’t the con artists, or scam artists, these aren’t the
ones that you would think of that ought to be put in jail. But yet
these guys are affecting far more people than the con artists that
we are putting in jail in Maryland, and that is what is bothering
because it is the people we trust. And the people we trust should
do better, and they are not.

And I really do applaud what you are doing. It is educational. It
is informative. Pass the legislation. Let us join with you, and
maybe a decade from now it will not be necessary for the senior
citizens to say do something about these deceptions that are being
practiced on us because maybe if a guy wants to sell a product, he
will simply say, “Dear Mr. and Mrs. Consumer: Would you like to
buy X? If so, send us the money.”

Senator LEVIN. And just say why it is a great product and why
they would like it.

Mr. CURRAN. And that is it.

Senator LEVIN. But not with the come-on of winning millions of
dollars.
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Mr. CURRAN. We want Americans to be honest. We also want
these people who are sending these letters to be honest. We are not
asking that they do a whole lot more than tell us the truth, period.

Senator LEVIN. Thank you.

Ms. Tierney, I am done with my questions. Would you like to
comment on this Hudson Armored Car and Courier Company?

Ms. TIERNEY. Other than amazement that anything like that
would go out.

But I think of another thing, too. Now, a senior sitting at home
and receiving this mail, and if they do go through it, it would be
pretty impressive that Reader’s Digest was supporting it, and I
think it makes it more believable to them, the victim, but it is cer-
tainly—I agree. I cannot understand legitimate business doing this
kind of thing.

But we have been involved in telemarketing fraud for a few
years at AARP and, as you know, we just started this program for
Medicare Fraud, Abuse and Waste, and that will be ongoing for the
next year. There are these instances of fraud out there, and some-
thing has to be done to stop them, and I hope that your bills can
do this.

Senator LEVIN. I want to thank you and AARP for your effort in
this area and so many other areas, and the Attorneys General of
the United States for their support of trying to stop the scams
which victimize particularly our seniors. It will not be 10 years if
we have our way. It will be this Congress, which is 1 year and 10
months.

Ms. TiERNEY. AARP intends to continue to be very active in this
effort.

Senator LEVIN. Thank you. Thank you, Madam Chair.

Senator COLLINS. Thank you, Senator Levin.

I think Senator Levin has ended this hearing on a very impor-
tant point, and that is it is not only the deceptive language in the
mailing, it is not only the fact that respected spokesmen like Ed
McMahon are used, it is the fact that these mailings are coming
from reputable, legitimate companies. And when you get something
from Reader’s Digest or Time Inc., or Publishers Clearing House,
the consumer thinks that the language must be legitimate, and it
leads to further deception. So I think the prestige that those names
lend to these mailings contributes to the problem.

I want to thank you both very much for your testimony and your
ongoing work in this area. We look forward to continuing to work
with you as we refine our legislation and enlist your help in con-
vincing others in Congress that it is necessary to move this year.

Ms. TIERNEY. AARP would be pleased.

Mr. CURRAN. Thank you very much.

Senator COLLINS. Thank you very much.

Our hearing will now stand adjourned until 9:30 a.m. tomorrow
morning, where we will hear from the major sweepstakes compa-
nies, including American Family Publishers, Publishers Clearing
House, Time Inc., and Reader’s Digest, who will be our witnesses
tomorrow.

[Whereupon, at 12:13 p.m., the Subcommittee was adjourned to
reconvene at 9:30 a.m., the next day.]
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OPENING STATEMENT OF SENATOR COLLINS

Senator COLLINS. The Subcommittee will please come to order.
Good morning.

Today, the Permanent Subcommittee on Investigations continues
its series of hearings examining the nature and impact of pro-
motional mailings, particularly sweepstakes, that flood the mail-
boxes of Americans with more than a billion pieces of mail a year.

Yesterday, the Subcommittee heard from a panel of consumers,
a State Attorney General, and a representative of the AARP. All
described the financial and emotional toll that deceptive mailings
have exacted, particularly on vulnerable senior citizens. We heard
heartbreaking stories of financial ruin, family friction and emo-
tional turmoil.

The witnesses testified that clever sweepstakes mailings have
convinced people to purchase products that they do not really need
or want because they believe it will give them an advantage in win-
ning the contest. We learned that individuals who make such pur-
chases are targeted with repeated mailings causing many of them

(49)



50

to purchase still more unwanted merchandise setting up a vicious
cycle.

And we saw that sweepstakes companies use aggressive, and in
some cases, deceptive marketing techniques to convince consumers
that they are winners or will be winners if they make a purchase.

The experiences of our witnesses are not unusual. According to
the AARP, 23 percent of the senior citizens surveyed believed that
making a purchase increased their chances of winning. Another 17
percent felt that purchasing something might increase their
chances of winning. This means that 40 percent of the seniors sur-
veyed by AARP’s researcher believe that there is a connection be-
tween purchases and the chance of winning. These findings are
similar to other polls on this issue.

The major sweepstakes companies, American Family Enter-
prises, Publishers Clearing House, Time Inc., and Reader’s Digest,
run legitimate sweepstakes. However, there is a difference between
conducting a fair contest and treating consumers fairly without re-
sorting to misleading or deceptive practices.

The central issue is whether consumers are being informed clear-
ly that no purchase is necessary to enter the sweepstakes and that
buying something does not increase their chances of winning. Peo-
ple should not need a law degree or a magnifying glass to read the
rules or to decipher how to enter the sweepstakes without placing
an order.

The testimony that the Subcommittee heard yesterday indicates
that the disclaimers on sweepstakes mailings are of little value be-
cause they are too often hidden in tiny print or contradicted by the
promotional copy.

I am also very concerned about the testimony that we heard con-
cerning the treatment of consumers with respect to billing and re-
funds, as well as requests to be removed from mailing lists.

During the course of our investigation, the Subcommittee asked
the four companies here today to provide us with samples of their
major mailings and to answer questions about their practices. For
the most part, they have cooperated with our investigation, and I
want to acknowledge that cooperation.

Today’s hearing will look at a number of these mailings, and we
will examine the techniques used by the major sweepstakes compa-
nies. We will also review the methods used to solicit repeat cus-
tomers and the companies’ response to consumers who make exces-
sive purchases.

Finally, we will discuss ways of improving the sweepstakes mail-
ings, including legislation that I and other Members of the Sub-
committee are advocating to crack down on deceptive mailings.
Future hearings will explore the issue of sweepstakes that are out-
right fraudulent in contrast to the sweepstakes that we are review-
ing today.

I look forward to hearing from all of our witnesses this morning.
It is now my pleasure to recognize Senator Levin, the Ranking Mi-
nority Member, who has been a leader in the effort to crack down
on deceptive mailings. It is my understanding that Senator Levin
may have an unusual approach to an opening statement today.
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OPENING STATEMENT OF SENATOR LEVIN

Senator LEVIN. Thank you, Madam Chairman. We will have a
very brief video in a moment, but first let me thank you for conven-
ing these hearings and for your leadership in trying to correct the
abuses that exist in the sweepstakes mailings that fly through our
mailboxes at record rates.

Yesterday, we heard from a panel of citizens whose loved ones
were duped by sweepstakes promotion come-ons; people who wast-
ed thousands of dollars and whose loved ones wasted thousands of
dollars on products that they did not want in order to obtain big
prizes that they thought that they had won. The big print told
these people that they won something big; the little print told
them, if they could read it, no, you did not.

The whole design of the sweepstakes promotions that their loved
ones responded to told them that if they would buy something it
would increase their chances of winning the big prize; the small
print, that they were unable to read or did not read because of the
design of the material, told them you do not have to buy anything.
But the reality is, as the AARP survey shows, that a significant
number of people believe, and it is understandable why they do
when you look at the design of these materials, that buying some-
thing will help improve their chances of winning that big prize that
is dangled in front of them. One of our witnesses yesterday, Ms.
Beukema, put it very succinctly when she said it is shameful what
passes as legitimate.

Yesterday, we saw a picture of one of the rooms in the home of
one of our witnesses. This is Mrs. Carter’s father’s home.! This is
just one corner of one room. That room is filled with boxes like that
of stuff that he had bought, much of which has never even been
opened, and the rest of the room looks just like that.

And then I would like to briefly, Madam Chairman, as you indi-
cated, play a videotape which should take about a minute, which
was prepared by the Attorney General of Michigan just a few days
ago, and it was filmed in the home of a Michigan constituent, Ger-
trude Roosenberg, who was hooked on sweepstakes.2

These are some of the tapes, and books and other things that she
bought, most of which have never been seen or opened. She wrote
400 checks in 1998, 400 checks—that is more than one a day—to
various sweepstakes companies purchasing products in the hopes of
winning a prize. The sum total of those checks was $24,000, over
half to one company alone.

As a result of this, her home became inundated with books, mag-
azines, products, and tapes for which she had no use, but were ac-
quired in the hope that that prize, which was promised to her, or
she thought was promised to her by the big type and by the design
of the come-on, would be forthcoming.

In some instances, this woman received more than 12 copies of
the same publication, trinkets, coffee makers, jewelry on the dining
room table, stacks of CDs and videotapes. And then when there
was no room, and you just saw this, where there was no room in

1See Exhibit No. 19 in the Appendix on page 209.
2 Exhibit No. 20 is retained in the files of the PSI Subcommittee.
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the dining room and the bedroom, she stacked these purchases in
the shower stall of her bathroom almost to the ceiling.

Finally, her daughter called the Michigan Attorney General
when she found out what she had been doing with regard to sweep-
stakes, and the Attorney General came in and filmed this house
full of purchases that were made because of the come-ons which
exist in these sweepstakes offers. Two of the companies that are
with us today are the companies from which most of that material
was bought and, again, I emphasize this is a woman of very little
means, 400 checks issued in 1 year for $24,000.

We are going to have to correct this, either with or without the
cooperation and support of the companies that are with us here
today. They have come here, today, to testify, and we are glad that
they did, and they have cooperated with materials, and we are glad
that they did that as well. But I think we have to realize here that
there are some very fundamental conflicts which exist between the
perception that people have when they receive this mail and what
the technical words are in that mail. We are going to try to elimi-
nate the deception that results from that perception which people
have.

A number of us have bills; I want to commend, again, our Chair
for her bill, which I have cosponsored. She also has cosponsored my
bill and we both have other cosponsors. We will be asking our wit-
nesses today what their reaction is to these recommendations and,
again, I appreciate your leadership, and I appreciate our witnesses
coming and cooperating with us.

Senator COLLINS. Thank you very much.

Senator Akaka, we are pleased to have you here with us today.

OPENING STATEMENT OF SENATOR AKAKA

Senator AKAKA. Thank you very much, Madam Chairman. I want
to commend you for holding these hearings on deceptive and fraud-
ulent mailings.

Any human being, of course, becomes very excited when they see
sweepstakes, especially if they feel that they have a chance of win-
ning. Apparently, some of these deceptive and fraudulent mailings
have led many people to feel that they are going to win. And as
the Ranking Democrat of the Subcommittee on postal services with
legislative jurisdiction over this issue, I am proud to cosponsor our
Chair’s bill, S. 335, and S. 336 introduced by this Subcommittee’s
Ranking Democrat, Senator Levin.

In Hawaii, Madam Chairman, one direct-mail scam netted $1
million by offering a gift that could only be received through calling
a 900 telephone number. Each call cost $30. Assuming a person
called only once, there were nearly 35,000 people from Hawaii who
spent $30 apiece to receive a free gift valued by the State Office
of Consumer Protection at $1.

I also want to point, Madam Chairman, to a constituent from
Hawaii who, believing he won an American Family Publishers
sweepstakes, flew to Florida to collect his prize. In the aftermath
of his 5,000-mile journey, he was interviewed extensively by Gary
Betz, special counsel to the Florida Attorney General, one of the
Nation’s leading investigators in to deceptive sweepstakes. Florida
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officials estimate that about 20 people travel to the State each year
thinking they are winners.

We heard yesterday from witnesses whose personal stories de-
tailed the financial and emotional toll of subscribing to magazines
and ordering various consumer products through sweepstake offer-
ings. Each witness had the mistaken belief that in order to win or
increase the chances of winning, a purchase would help. We
learned that there are equally strong feelings that a customer’s
purchasing history, including prior purchases, prior frequency of
purchases and dollar amounts, aided winning.

The companies represented here today are the leaders in direct
marketing of magazine subscriptions, and I know that, from their
printed statements, that they believe they act in a responsible
manner. While I do not dispute the legitimacy of their business, I
am concerned that there are far too many Americans who would
not agree with them.

Nearly one-third of all 156 million new magazine subscriptions
sold annually in the United States are, through sweepstakes mail-
ings, representing one-third of a $7 billion business. In most in-
stances, consumers feel the sweepstakes are a convenient way to
subscribe to magazines, and buy consumer products and possibly
win prizes.

What troubles me deeply is the assertion that a reasonable per-
son knows that these sweepstakes promotions do not require a pur-
chase nor do repeated purchases increase the chances of winning
the grand prize.

I know from speaking with constituents that there is a strong
and unwavering belief among too many Americans that a purchase
is necessary to win and that multiple and/or repeated orders en-
hance the potential of winning. A study conducted on behalf of
AARP found that 23 percent of individuals participating in sweep-
stakes felt that buying a solicited product would increase their
chances of winning. Another 17 percent in the survey felt that a
purchase might increase their chances of winning, therefore, 4 out
of 10 respondents on the AARP study believed that a purchase
would increase the opportunity to win.

We must note that those surveyed are senior citizens who, as the
Subcommittee learned through hearings yesterday and last year,
are the most vulnerable targets of deceptive or for fraudulent direct
mailings. It is a population that, in many instances, is separated
from families. The desire to interact with others is thrilling and the
receipt of personalized sweepstakes letters are enticing, as they are
meant to be.

A staff member’s relative has boxes of solicitations from the com-
panies represented here today. Although he has never entered any
of the sweepstakes nor has subscribed to any magazine, he keeps
the letters because they are addressed to him. Individuals who be-
lieve that their chances of winning are increased by ordering prod-
ucts are impressed that a company knows their names. They do not
always understand how easy it is to manipulate computerized cor-
respondence.

What is missing from these mailings are clear, easily read
advisories that ordering a product does not ensure winning and
that multiple and/or repeated orders do not ensure winning. For



54

those who do not wish to order, there are generally no easy instruc-
tions on how to enter. Every State has unique problems with de-
ceptive mailings. Deceptive mailings take many forms, and I am
pleased that Chairman Collins’ bill is broadly drafted to correct
many of these abuses.

As we move toward markup on this bill, I will explore with my
colleagues a problem unrelated to today’s hearlng, but equally im-
portant and unique to Hawaii. Exotic plants, animals and insects
that are illegally brought into the State many times arrive by U.S.
mail. Although a Federal law prohibits such mailings, many of
which are deceptively marked, the law is not working well. I intend
to offer amendments relating to this problem at mark-up.

Again, I look forward to hearing from today’s witnesses. What we
heard yesterday proves that there are many folks who believe they
have to enter these sweepstakes to win. Their stories were not iso-
lated examples. American consumers deserve more than this, and
we must be better informed when playing these games of chance.

Madam Chairman, I have a longer statement I would like to
have it included in the record.

Senator COLLINS. Without objection, it will be included. Thank
you, Senator.

Senator AKAKA. Thank you.

[The prepared statement of Senator Akaka follows:]

PREPARED STATEMENT OF SENATOR AKAKA

I commend Senator Collins for holding these hearings on deceptive and fraudulent
mailings. As the ranking Democrat on the Subcommittee with legislative jurisdic-
tion over postal issues, I am proud to associate myself with this Subcommittee’s ac-
tive investigation of sweepstakes and other promotions that have defrauded and de-
ceived Americans out of millions of dollars every year. I am also pleased to be a
cosponsor of our Chair’s bill, S. 335, and S. 336, introduced by this Subcommittee’s
Ranking Democrat, Senator Levin.

In my own State of Hawaii, one direct mail scam netted $1 million by offering
a gift that could only be received through calling a 900-telephone number. Each call
cost $30. Assuming a person called only once, there were nearly 35,000 people from
Hawaii who spent $30 apiece to receive a “free” gift valued by the State Office of
Consumer Protection at one dollar.

I also want to point to a constituent from Hawaii, who believing he won an Amer-
ican Family Publisher’s sweepstakes, flew to Florida to collect his prize. In the after-
math of his 5,000 mile journey, he was interviewed extensively by individuals in the
Florida State Attorney General’s office, who were quite interested in his story. Ap-
parently the gentleman was one of nearly two dozen people who travelled to Florida
to claim their money.

We heard yesterday from a number of witnesses whose personal stories detailed
the financial and emotional toll taken by dealing with one specific type of mailing:
Magazine subscriptions and other consumer products. Each and every witness point-
ed to the mistaken belief that in order to win or increase the chances of winning
a sweepstake, a purchase would help. We also learned that there are equally strong
feelings that a customer’s purchasing history, including prior purchases, frequency
of purchases, and dollar amounts, added the chances of winning.

The companies represented here today are the leaders in direct marketing of mag-
azine subscription services. I know from their printed statements that they believe
they act in a responsible manner. While I do not dispute the legitimacy of their
business, I am concerned that there are far too many Americans who would not
agree with them.

Nearly one-third of all 156 million new magazine subscription sold annually in the
United States are through sweepstakes mailings. This represents one-third of a $7
billion business, which in many instances, provides a convenient means for consum-
ers to subscribe to magazines and buy consumer products, in order to win prizes.
Unfortunately, as we heard yesterday, there is a minority of subscribers who do not
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understand that the mailings are merely games of chances whose underlying pur-
pose is to sell products.

I am interested in hearing from American Family Publishers, Publishers Clear-
inghouse, Time Inc., and Reader’s Digest about the monies awarded throughout the
United States and Canada; how their solicitations are developed and how consumers
are targeted; and most importantly, what steps are taken to ensure that customers
know—in plain English—that no purchase is ever necessary to win.

What troubles me deeply is the assertion by these companies that a reasonable
person knows that these sweepstakes promotions do not require a purchase and that
repeated purchases do not increase the chances of winning the grand prize. I know
from speaking with constituents that there is a strong and unwavering belief among
too many Americans that a purchase is necessary to win and that multiple and or
repeat orders enhance the potential of winning.

A study conducted in behalf of AARP found that 23 percent of individuals partici-
pating in sweepstakes felt that buying a solicited product would increase their
chances of winning. They did not believe that they did not need to buy to win. An-
other 17 percent in the survey felt that a purchase might increase their chances of
winning, which meant that 4 out of 10 respondents in the AARP study believed that
a purchase would or could increase the opportunity to win.

It is critical to pay attention to the AARP study because the participants are sen-
ior citizens who, as the Subcommittee learned through hearings yesterday and last
year, are the most vulnerable targets of deceptive or fraudulent direct mailings. It
is a population, that in many instances, is separated from families. The desire to
interact with others is thrilling, and the receipt of personalized sweepstakes letters
are enticing, as they are meant to be.

A staff member’s relative has boxes of solicitations from the companies rep-
resented here today. Although he has not entered any of the sweepstakes nor sub-
scribed to any magazine, he keeps the letters because they are addressed to him.

Individuals who believe that their chances of winning are increased by ordering
products are impressed that a company knows their names. They do not always un-
derstand how easy it is to manipulate computerized correspondence. Added to the
personal nature of these mailings are the multiple inserts that include coupons for
products, sheets of paper providing the chance to win more money than the “guaran-
teed” amount, and stickers to win cars and houses.

What is missing from these mailings are clear, easily read advisories that order-
ing a product does not ensure winning and that multiple and or repeated orders do
not ensure winning. For those who do not wish to order, there are generally no easy
instructions on how to enter.

I am proud to be a cosponsor of Senator Collins’ legislation, S. 335, which creates
new standards for sweepstakes and other prize promotion mailings. This legislation
would prevent fraud and deception by requiring companies to be more honest when
using sweepstakes and other promotional mailings. It would establish new stand-
ards for such mailings, including clear disclosures that no purchase is necessary to
enter the contest, the value and odds of winning each prize, the name of the pro-
moter of the contest, and an understandable statement of the rules.

S. 335 would also strengthen the laws against mailings that mimic government
documents, thus prohibiting mailings using language or devices that give the im-
pression that the mailing is either connected, approved, or endorsed by the Federal
government. Any mailing selling a product that the government provides at no cost
would have to include a disclosure that the product is available for free from the
government.

An additional and important aspect of the bill would be the imposition of civil
penalties that includes fines ranging from $50,000 to $2 million, based on the num-
ber of mailings. Moreover, the bill would give the U.S. Postal Inspection Service new
tools to combat deceptive and fraudulent postal practices. Administrative subpoenas
for records and documents would be available in limited cases. The bill would not
preempt State or local laws protecting consumers from fraudulent or deceptive mail-
ings.

Every State has unique problems with deceptive mailings and every Senator has
his or her own story to tell about the horrors constituents have faced. Deceptive
mailings take many forms, and I am pleased that Chairman Collins’ bill is broadly
drafted to correct many of these abuses.

As we move toward markup on this bill, I will explore with my colleagues a prob-
lem unrelated to today’s hearing, but equally important and unique to Hawaii. Ex-
otic plants, animals, and insects that are illegally brought into the State many
times arrive by U.S. mail. Although Federal law prohibits such mailings, many of
which are deceptively marked, the law is not working well. I intend to offer amend-
ments relating to this problem at markup.
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Again, I look forward to hearing from today’s witnesses. What we heard yesterday
proves that there are many folks out there who believe they have to enter a sweep-
stakes to win. Their stories were not isolated examples. They responded to what
they believed were declarations of winning or invitations to win by companies and
spokespersons they trust. American consumers deserve more than this and must be
better informed when playing these games of chance.

Senator COLLINS. Senator Durbin, we are pleased you were able
to brave the storms of Chicago to be with us today.

OPENING STATEMENT OF SENATOR DURBIN

Senator DURBIN. Thank you very much, Madam Chairman, and
thank you for this hearing.

This Subcommittee, under Senator Collins’ leadership, has devel-
oped such a positive reputation among consumers across America.
We have had hearings on food safety, on issues such as telephone
slamming and cramming, and I think it is appropriate today that
we are considering deceptive mailings and sweepstakes promotions.
I salute the Chairman, as well as Senator Levin, for their joint
leadership in legislation which I am co-sponsoring to deal with this
fraud on the public.

When it comes to sweepstakes, deceptive mailings come around
a lot more often than the Prize Patrol, and millions of Americans
are receiving these mailings each day and many vulnerable Ameri-
cans are falling prey to their tactics, particularly the elderly.

When I first announced my support of the Collins-Levin bill in
Illinois, I started receiving letters from across the State, and it
amazed me the kinds of letters that I would receive. They were
from the sons and daughters of elderly people who were absolutely
despondent over trying to find a way to stop what was, in fact, a
wasting of limited assets by these senior citizens.

One woman tearfully called me and said, “I have no choice but
to go to court and have a conservator appointed for my mother. She
just will not stop sending in this money to these sweepstakes offer-
ings for magazines. She just does not believe it when they say you
do not have to buy something to win, and so she just keeps throw-
ing the money at them.”

That is a sad situation that is repeated many times over across
the State of Illinois and across the United States. We have seen so
many instances here, one person having 32 subscriptions to the
same magazine, some running to the year 2018. It just suggests to
me that when it comes to dishonesty, and misleading mailings and
deception, that the folks in this industry are giving a run for the
money to those who are selling vinyl siding, home repairs and un-
necessary medical devices. I think that they have to accept some
responsibility here. To say that they are being honest in what they
are portraying is not accurate when you listen to the people who
have been deceived and have been taken advantage of under this
situation.

I want to salute my colleague as well, Senator Edwards, who I
believe yesterday proposed an 800 telephone number so that con-
sumers could request that their names be removed from mailing
lists. I would like to suggest perhaps a step beyond that. There are
a number of advocacy organizations and governmental entities
which regularly hear from and provide helpful tips to consumers
about particularly mail practice. I understand there is not a single



57

stop central point which currently collects and maintains data
about reported potential fraudulent and other questionable mail-
ings.

I suggest, as part of this legislation, we establish a coordinated
resource bank with a toll-free hotline which would be available, so
that if some consumer across the United States receives what is
apparently questionable in a mailing, they can call this toll-free
number and ask for some identification of this group. We have seen
so many of these mailings that look like official government mail-
ings and turn out to be nothing more than an attempt to defraud
innocent people of their savings. I think, if that sort of information
were compiled in a toll-free hotline number, if the name of the
group, for example, would be followed by information from States
where attorneys general, for example, have brought actions and
have discovered this misuse of product, that might be helpful to a
lot of consumers.

The bottom line on this, of course, is that the people who are in
the industry argue for free speech. But when it comes to commer-
cial speech, there are limitations. Those of us, as candidates, who
send out deceptive mailings are held accountable in the course of
an election, if not by the press. Your industry can be held to no
lesser a standard. The fact that you have become so profitable and
made so much money at the expense of so many vulnerable people
should give you pause at this moment.

Some have suggested a warning label on the mailings. I hope it
works. We put warning labels on cigarettes for a long time, and it
really has not done much, to be honest with you. But we have got
to communicate to people across America that some of the things
that you are suggesting in your mailing are just downright false,
they are misleading, they are dishonest, and it has to come to an
end.

I thank the Chairman for calling this hearing, so we can consider
legislative proposals to promote more honesty by those who are
sending out these mailings.

Thank you, Madam Chairman.

[The prepared statement of Senator Durbin follows:]

PREPARED STATEMENT OF SENATOR RICHARD J. DURBIN

Madam Chairman, I am pleased to join you and our distinguished colleagues at
today’s hearing which focuses on Deceptive Mailings and Use of Sweepstakes Pro-
motions in the direct marketing of products.

It’s rare that any American household has escaped receipt of a flurry of envelopes
boldly proclaiming “You’re our next million-dollar winner!” or similar claims of im-
pending good fortune. Most of us recognize these prominent come-on phrases as the
special language of direct mail sweepstakes.

While many companies have used sweepstakes responsibly, others have bilked
consumers out of millions of dollars by falsely suggesting a purchase is necessary
to qualify for the sweepstakes or to increase the odds of winning a prize. Some of
these operators promise fame and fortune, but they deliver fraud and false prom-
ises.

Just look at what’s on the cover of the envelope: “You're now in line to win $1
million.” “You'’re one of the finalists.” They talk about the “closing weeks” of the con-
test, and it’s a complete deception. As it stands now, the sweepstakes industry isn’t
winning any prizes for clarity!

Our elderly are particularly vulnerable to sweepstakes fraud. Some senior citizen
sweepstakes recipients have traveled thousands of miles to claim prizes they
thought they had been assured of winning. Others spend thousands of dollars on
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magazines and other merchandise because they are convinced it will boost their
chances of winning.

I have heard from numerous constituents about how crafty purveyors prey on the
public, often persons on fixed or limited incomes, through deceptive envelopes and
packaging come-on techniques. Recently, one constituent related how her elderly
mother has become “hooked” on sweepstakes. She shared with me a bulky stack of
envelopes, representing just a sample of the mailings.

She remarked how her mother is convinced that the company will think better
of her if she orders lots of merchandise, and that buying more products will accord
her special consideration and improve her chances to win a lucrative prize. She
noted that some companies, by using clever typefaces, sophisticated and official-
looking symbols, gimmicky labels, and personalization, lead people to believe the
company 1s writing to them personally, and that the odds of winning are high.

Another Illinois resident was so convinced he won that he enclosed a hand-drawn
map with his entry to make it easier for the prize presenters to find his rural home.
Their stories are just two more examples to add to the countless ones we each have
heard and those shared by yesterday’s panelists, such as one person having 32 sub-
scriptions to the same magazine, with some running to the year 2018. How can this
be happening? Their experiences—in some cases involving depleting life savings and
creating rifts among loving family members—are why it is so important to ensure
that strong laws are enacted to address deceptive practices.

I am pleased that the United States Postal Inspector, the National Fraud Infor-
mation Center of the National Consumers League, the American Association of Re-
tired Persons, the Better Business Bureau, the Direct Marketing Association, the
Federal Trade Commission, and a special committee of the Association of State At-
torneys General are each actively seeking ways to ensure that consumers are in-
formed and protected from dishonest marketing ploys.

Madam Chairman, on that note, while there are a number of advocacy organiza-
tions and governmental entities which regularly hear from and provide helpful tips
to consumers about particular mailing practices, I understand there is not a single-
stop central point which currently collects and maintains data about reported poten-
tial fraudulent and other questionable mailings. I suggest that establishing such a
coordinated resource bank with a toll-free hotline would be worthwhile to consider
along with the other elements of our legislative reform proposals.

Without such a resource, it is difficult to determine the full scope of this problem.
Lack of a single headquarters to track and refer complaints against particular oper-
ations and to coordinate dissemination of information and respond to inquiries
leaves many consumers not knowing exactly where to turn.

As it is now, some call the National Fraud Information Center or a Better Busi-
ness Bureau, others contact their local Postmaster or notify the Federal Trade Com-
mission, still others write to AARP, Ann Landers, “Dear Abby”, their Attorney Gen-
eral’s Office, or to us, their Senators here in Washington. And sadly, as we have
come to learn, some embarrassed victims of these schemes are just too afraid or
ashamed to ever let anyone know that they have squandered their money and stock-
piled unneeded items on the belief they’ll be the next big prize winner just as the
envelope told them!

When I have discussed with fellow Illinoisans my ideas about legislation to better
protect consumers by reining-in these mailing practices, I hear the Direct Marketing
Association warning Congress to “tread lightly, particularly when it comes to regu-
lating speech.” The DMA says it supports helping consumers understand the do’s
and don’ts in order to participate in the sweepstakes, so perhaps they'd be willing
to step up and shoulder some responsibility here for such a consumer resource cen-
ter.

I look forward to hearing the perspectives of today’s witnesses—leaders in the
sweepstakes industry—as we continue to examine the use of prize giveaways and
other promotions to market products. I have some serious questions for them about
some of the abusive and misleading marketing methods that have led to financial
heartaches and emotional disappointments for some victims and their families. I
welcome their responses and hope we can enlist them as allies in our efforts to cur-
tail deceptive solicitations.

Furthermore, I hope that action will be taken soon to advance the Collins and
Levin bills, both of which I am proud to cosponsor. Our legislative proposals will
go a long way to promote more honesty by product marketers, clearer disclosure for
consumers, tighter penalties for violators, and quicker and more effective enforce-
ment tools for more rapid response to unscrupulous practices.

Thank you, Madam Chairman.

Senator COLLINS. Thank you for your support.
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Our witnesses this morning are representatives of the major
sweepstakes companies. They include Naomi Bernstein, who is the
vice president of Marketing Services. She is representing American
Family Enterprises; Deborah Holland, who is the senior vice presi-
dent of Publishers Clearing House; Elizabeth Long, who is the ex-
ecutive vice president of Time Incorporated; and Peter Davenport,
the senior vice president of The Reader’s Digest Association. I ap-
preciate your all being here this morning.

Pursuant to Rule 6, all witnesses who testify before the Sub-
committee are required to be sworn in, so I would ask that you
stand and raise your right hand.

[Witnesses sworn.]

Senator COLLINS. Your complete written testimony and other
submissions that you may wish to have included in the record will
be made part of the record. I would ask that you limit your oral
presentation to no more than 10 minutes.

As I mentioned, your complete prepared testimony will be print-
ed in the record in its entirety.

Ms. Bernstein, we are going to start with you. Would you please
proceed.

TESTIMONY OF NAOMI BERNSTEIN,! VICE PRESIDENT OF
MARKETING SERVICES, AMERICAN FAMILY ENTERPRISES

Ms. BERNSTEIN. Thank you. Madam Chairman, I am pleased to
appear before the Subcommittee today. My name is Naomi Bern-
stein, and as you stated, I am the vice president of Marketing Serv-
ices for American Family Enterprises. Before joining AFE, I spent
more than 25 years at Reader’s Digest.

AFE was founded in 1977 by a group of publishers who realized
they could find subscribers by offering a broad range of magazines
to a mass consumer audience. For more than 20 years, AFE has
provided magazine publishers with millions of new readers who are
aritical to the continued financial viability of the U.S. magazine in-

ustry.

Sweepstakes are commonplace throughout the business world
today. Coca-Cola, McDonald’s, as well as many charitable organiza-
tions and other household names, use sweepstakes to promote their
products and causes. In the magazine industry, sweepstakes con-
tests serve specifically to attract attention to mailings amidst an
extremely cluttered mailbox. In order to encourage consumers to
open our mail, AFE uses a sweepstakes prize as the primary focus
of each of its mailings.

Since 1977, AFE has awarded more than 300,000 prizes, includ-
ing $92 million in cash and merchandise prizes. Every prize offered
in our promotions is awarded.

The point of our mailings is not to convince people they have won
a sweepstakes, but rather to be excited about the possibility of win-
ning and to consider our products. The vast majority of people who
receive our mailings understand them and do not believe either
that they have won or they must order to win.

AFE mails hundreds of millions of individual pieces of U.S. mail
each year. AFE does not target any demographic groups, nor do we

1The prepared statement of Ms. Bernstein appears in the Appendix on page 130.
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collect demographic information from our respondents. We have
never sent out a mailing directed at senior citizens or any other de-
mographic group. In fact, people of all ages and interests subscribe
to AFE’s magazines, including titles ranging from Sesame Street
and Teen to Rolling Stone, Parenting and Fortune.

AFE’s goal is to reach consumers with as wide a range of ages,
income levels and interests as possible. As a result, AFE’s target
market is every American who reads magazines.

Our data shows more than four out of five of our mailing recipi-
ents do not respond at all.

Of those who do respond, more than half enter the sweepstakes
without ordering, plainly indicating their understanding that no
purchase is necessary. Of those who choose to order, most have en-
tered an AFE sweepstakes previously without ordering; again, indi-
cating they understand that in AFE’s sweepstakes promotions, no
purchase is necessary to enter or win.

Indeed, a significant majority of winners of AFE sweepstakes
have submitted winning entries without placing orders. In fact, 11
of 17 grand prize winners, including the three most recent win-
ners—Daniel Rogers of Michigan, John David Gryder of Texas and
Leavitt Baker of Maine—submitted their winning entries without
an order.

Our mailings are not designed to and do not induce consumers
to buy an inappropriate number of magazines. In several places
throughout each mailing, AFE reminds recipients that no purchase
is ever necessary to win a sweepstakes prize. Instructions for enter-
ing without purchasing are clearly placed in more than one loca-
tion.

Among our customers who make a purchase, the average annual
amount spent on magazines is $40. We estimate that more than 9
in 10 customers spend less than $100 a year with AFE. Only 2 per-
cent of those who place orders spend more than $200 annually.

We estimate that, in 1997, fewer than 3,000 people, and, in 1998,
fewer than 750 people, spent more than $1,000 with AFE. To put
these numbers in context, a household would reach the $100 spend-
ing level simply by ordering through AFE the equivalent of an an-
nual subscription to People magazine. By adding TV Guide, News-
week, and Sports Illustrated to the list, the annual subscription
charges through AFE would easily exceed $200 or roughly the an-
nual cost of a daily newspaper.

While it is clear that the vast majority of our customers under-
stand and enjoy participating in our sweepstakes promotions, it be-
came evident to AFE’s new management team in 1998 that a very
small minority of consumers may have disregarded, been mistaken
or somehow been confused about our sweepstakes rules and proce-
dures. In order to address this issue, AFE began to re-evaluate its
marketing and promotional methods.

AFE listened and responded to the suggestions and concerns of
consumer advocates and government officials, including Members
of this Subcommittee. Based upon our re-evaluation, AFE has im-
plemented a number of important changes to our sweepstakes pro-
motion.

These changes include:
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One, including in all mailings prominent statements that no pur-
chase is ever required to enter, and all entries have an equal
chance to win;

Two, clearly disclosing the odds of winning;

Three, directing that all sweepstakes entries be returned to the
same city, reinforcing the message that all entries are, in fact,
treated equally;

Four, establishing our Web site to answer frequently asked ques-
tions;

Five, avoiding the use of language referring to the recipient as
a member of a small or select group, suggesting an improved
chance of winning the sweepstakes prize.

AFE has also instituted a pilot program to try to identify and
protect potentially vulnerable sweepstakes consumers; that is,
those individuals who are purchasing an unusually large number
of magazine subscriptions. While this might simply represent an
appropriate choice for that person, we recognize that it may also
indicate that someone incorrectly believes they must order a maga-
zine to enter the sweepstakes. This group of frequent purchasers
appears to represent less than 12 of 1 percent of AFE’s customers.

As part of this program, AFE began sending a “no purchase nec-
essary” reminder letter to those individuals generally stating that
all entries, including those without an order, have an equal chance
to win and specifically reiterating that no purchase is ever nec-
essary to enter or win.

AFE also elected not to mail certain customers for whom the “no
purchase necessary” letter may not be enough. Initially, AFE has
chosen to stop sending mailings to approximately 25,000 people.
AFE also blocked certain customers from making future orders, in-
cluding those who have been identified to AFE as being incapable
of making rational purchasing decisions.

AFE also maintains a much larger list of consumers who have
asked AFE not to send them promotional mailings or who have
been identified to the company by others as not interested in re-
ceiving such mail.

AFE’s goal is to offer magazines and products that people want
to purchase and use and to guarantee customer satisfaction. Ac-
cordingly, AFE’s policy is to offer refunds on a “no questions asked”
basis for all unserved magazine issues or returned merchandise.
AFE is committed to excellent customer service.

Madam Chairman, could I just take an additional minute or two
to express support for the legislation?

Senator COLLINS. Certainly.

Ms. BERNSTEIN. As I mentioned earlier, Madam Chairman, AFE
is well aware of the strong interest that you, Senator Levin and
other Senators have in this issue. We have preliminarily reviewed
the legislation that you introduced earlier this year and believe
that it contains provisions that would help ensure that sweepstakes
promotions are used in a responsible way and by reputable compa-
nies.

Furthermore, AFE believes that your bill, as well as the legisla-
tion introduced by Senator Levin, will help weed out fraudulent op-
erators and set higher standards for legitimate users of sweep-
stakes.
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AFE takes very seriously the concerns that this Subommittee has
raised, and we have already adopted many provisions contained in
your two bills. For example, AFE’s mailings contain several re-
minders that no purchase is ever necessary to participate in our
sweepstakes. In addition, AFE discloses the odds of winning each
sweepstakes prize that it awards, as would be required by the leg-
islation.

In these instances and many others, AFE not only supports the
substance of your legislative proposals, but has already imple-
mented many of them in connection with our promotions.

While AFE does have concerns about the specific wording of
some provisions, as well as concerns about some of the procedural
aspects of both bills, we would like to work with you, Senator
Levin, and your staffs to see whether these concerns might be ad-
dressed as these proposals move through the legislative process.

In conclusion, I think it is clear that the vast majority of the in-
dividuals who receive our mailings understand our sweepstakes
promotions. Generally, if consumers choose to order our products,
they do so because they want to, not because they believe they
have to in order to win our sweepstakes.

However, with respect to the very small minority of individuals
who may not understand our sweepstakes promotions, we stand
ready to work with the Subcommittee and other governmental and
industry representatives to develop appropriate standards.

Madam Chairman, that concludes my statement.

Senator COLLINS. Thank you. I am going to have to ask you to
stop there because we do have a lot of other panel members.

I am going to turn to Senator Edwards to see if he has any com-
ments that he wants to make before we go to the next witness.

Senator EDWARDS. Thank you, Madam Chairman. No, not in ad-
dition to the opening statement I made yesterday.

Senator COLLINS. Thank you.

Ms. Holland, would you please proceed.

TESTIMONY OF DEBORAH J. HOLLAND,! SENIOR VICE
PRESIDENT, PUBLISHERS CLEARING HOUSE

Ms. HoLLAND. Thank you, Madam Chairman, Senator Levin and
other Members of the Subcommittee for the opportunity to be here
today.

My name is Debbie Holland, and I am senior vice president of
Publishers Clearing House. I have worked for the company for 20
years. We at Publishers Clearing House are proud of our company,
our sweepstakes and our many consumer education and protection
programs. We believe that we have been ethical and honorable in
dealing with our customers and welcome the chance to tell our
story.

Publishers Clearing House has been serving American consumers
and the publishing industry for nearly half a century. Today, we
are a very broad-based business offering thousands of products, as
well as more than 350 magazine titles that appeal to our millions
of satisfied customers.

1The prepared statement of Ms. Holland appears in the Appendix on page 133.
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The famous Publishers Clearing House sweepstakes has awarded
over $135 million to nonpurchasers and purchasers alike. Each
year, tens of millions of Americans enter the Publishers Clearing
House sweepstakes without buying anything and 22 out of the 29
winners of $1 million or more won with nonorder entries.

These overwhelming statistics support our belief that the vast
majority of Americans fully understand that no purchase is nec-
essary and actively avail themselves of that opportunity. Despite
this fact, we recognize that there are some serious problems that
must be addressed.

In light of that, we support a three-pronged solution to consist
of: One, a comprehensive program of consumer education and pro-
tection involving a public-private partnership between government
and industry self-regulatory organizations; two, innovative and ef-
fective outreach and protection programs for those consumers who,
for whatever reason, are not able to understand promotional mate-
rial, including suppression programs to get these individuals off
sweepstakes mailing lists; and third, Federal legislation that would
provide business with clear objective standards for sweepstakes
mailings.

Publishers Clearing House is a direct marketer of magazine sub-
scriptions and consumer products. Our business is built on service
and value. We guarantee the lowest prices on new magazine sub-
scriptions offered to the general public, and we are a valuable
source of new subscriptions to the magazine publishing industry.

We also offer a wide range of consumer products: books, music
and video, housewares, horticultural, collectible figurines, coins and
jewelry, sports memorabilia and household cleaning products, to
name a few. We carry thousands of items and many product lines,
more than you would find in 40 different catalogs.

A little-known fact about Publishers Clearing House is that over
40 percent of the profits of our business go directly to the benefit
of charities and charitable interests.

As a direct marketer, we offer our customers access to the kind
of products they are interested in. We offer them the opportunity
to inspect any product they order and return it for a full refund.
We offer interest-free installment payment plans and the conven-
ience of shopping at home any time they want without a salesman’s
presence or pressure.

At the same time, since we sell from a distance, we face many
challenges. We do not get to see our customers face-to-face, so it
is harder for us to get to know each other. We do not get the same
visual cues that a local shop owner would as to the competence and
financial condition of our customers, and we have to work hard to
find ways to send mail only to the people who want to hear from
us because it is expensive and wasteful to send it to people who
are not interested in hearing our offers.

Our sweepstakes are an attention-getting device, and many
Americans enjoy entering for a chance to win valuable prizes. The
figures tell us, time and again, that people know that winning big
is a long shot and that they never have to buy anything to enter
and win. Seventy percent of the people who receive a package do
not respond at all. And of those who do enter, there are always
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two, three or even four times as many people who enter the sweep-
stakes without ordering as those who do.

Our promotional mailings are our store, and like any retail mer-
chant, we want consumers to notice our store and come inside. We
try to give them lots of reasons to come in, from the best deals on
the magazines they want, to attractive merchandise offers, and a
chance to win a valuable prize.

We vary our packages and offerings, much as retail merchants
constantly change window displays and shelf arrangements, be-
cause consumers demand variety and want something new. We try
to get to know our customers through what they tell us in their re-
sponses to our mail and engage them in a personal dialogue about
the things that interest them by offering items in the same or a
related area, much in the same way as a salesman in a store would
greet a customer by name and suggest items he thinks the cus-
tomer might be interested in. We also want our customers to know
that we appreciate their business, and we hope they will shop here
again.

All of our promotional mailings clearly show that they are from
Publishers Clearing House, contain clear “no purchase necessary”
messages, particularly on the order form, and have clear instruc-
tions on how to enter without ordering. We mail our promotions
many times throughout the year to a wide variety of people across
the United States. Mail volumes range from the hundreds of thou-
sands to many millions. We do not target any particular demo-
graphic group, and our product offerings include items that appeal
to all ages and all walks of life. In fact, the limited amount of avail-
able market research we have shows that about 70 percent of our
customers are under the age of 65.

Even though the figures strongly demonstrate that the vast ma-
jority of our customers understand our promotions, we recognize
the need for continuing consumer education that no purchase is
necessary. And even more than that, we recognize that there are
some individuals who are not capable of understanding the mes-
sage, regardless of how much explanation or education they receive
from us or anyone else, even their closest friends and loved ones.

While these individuals make up a very small fraction of a per-
cent of our total customer population, Publishers Clearing House is
very concerned about these individuals and feels an ethical respon-
sibility to identify them and remove them from our mailing list.

Publishers Clearing House has developed a practical and effec-
tive solution that is unique in the industry. We have found a way
to reach out and contact high-activity customers individually, and
assess their suitability for sweepstakes promotion. We call it High
Activity Identification and Suppress, and it is an important part of
our Project Sweepsmarts described in the pamphlet that has been
made available to the Subcommittee.

We started almost a year and a half ago, and we have already
removed over 6,000 names from our active mailing lists as a result
of these contacts and blocked all future orders from these people,
forever. And it works. Both of the individuals brought to our atten-
tion by the Subcommittee staff, Mr. Hall and Mr. Doolittle, were
identified by our program and removed from our mailing list over
a year ago.
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But that is not all we are doing under Project Sweepsmarts. We
started sending nonpromotional letters to active customers 5 years
ago reminding them that no purchase is ever necessary to enter
and win in a Publishers Clearing House sweepstakes. Last year we
sent out over 125,000 of these letters. We are delighted that other
companies have followed our lead and have now started sending
out “no purchase necessary” letters of their own.

We are ready to share the other elements of Project Sweepsmarts
with you, with other marketers and our industry trade associations
because we advocate an industrywide self-regulatory system that
would help all of us identify and protect the vulnerable.

Publishers Clearing House is proud to be the leader of the indus-
try, and we take our leadership role very seriously. We want to
maintain public confidence in sweepstakes. We urge all interested
parties, both government and private business, to join together in
a public-private partnership to ensure that those who need help are
protected.

At Publishers Clearing House we urge broad-based consumer
education, effective outreach programs to identify customers who
are not able to understand promotional materials and get them off
sweepstakes mailing lists and Federal legislation with clear stand-
ards for business.

We endorse and support your goals and want to supplement the
governmental efforts with private resources. We want to be part of
the solution.

Thank you.

Senator COLLINS. Thank you very much.

Mr. Davenport.

TESTIMONY OF PETER DAVENPORT,! SENIOR VICE PRESI-
DENT, GLOBAL MARKETING, THE READER’S DIGEST ASSO-
CIATION, INCORPORATED

Mr. DAVENPORT. Good morning. My name is Peter Davenport. 1
am the senior vice president of Global Marketing at The Reader’s
Digest Association, and I am based at our headquarters in New
York.

Reader’s Digest is a leading publisher of magazines, books, music
and videos. Since the magazine’s founding in 1922, our mission has
been to create products that inform, inspire, enrich and entertain,
initially in the United States, but now around the world. We take
great pride in our products, especially in the fact that their quality
is so respected.

Our flagship magazine is read by more people than any other
paid circulation on the planet, over 100 million in 19 different lan-
guages. To illustrate its breadth in the U.S., it is read by more
households with six-figure incomes than Fortune, Business Week
and Wall Street Journal combined. It has more PC users than the
top four best-selling PC magazines and more rock fans than Roll-
ing Stone.

Yet we are not just a magazine. We create a wide variety of pub-
lishing products to offer our subscribers and customers that span
an array of interest categories, including health, home improve-

1The prepared statement of Mr. Davenport appears in the Appendix on page 144.
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ment, gardening, travel, reading for pleasure, classical music and
the like.

The major reason for our success over the years is that we estab-
lish a long-term, mutual, respectful relationship with our cus-
tomers. Yes, our customers trust us and our products, but they do
so because we seek to honor their trust in everything we do. This
is the very foundation of our business, and it is the reason why
Reader’s Digest is, in fact, called an association.

We have used sweepstakes in the United States to help introduce
people to our products for over 30 years. They are aimed at encour-
aging people to open our mailings in the competitive marketplace,
just as a department store uses various promotions to bring people
inside their doors. But at the end of the day, however, it is the ap-
peal of our products tied into the trusted brand which determines
the success of our business.

Given the breadth and the variety of our products we offer, our
mailings appeal to a broad variety of audiences. The criteria to se-
lect people to receive any particular offer are driven by the specific
product. The Family Handyman magazine has a different audience
than our Leading Ladies Music CD, which has a different audience
from our upcoming book on computers.

Most of our products, like the Reader’s Digest magazine, of
course, have a very wide appeal across many audiences. Sweep-
stakes are sent to all of our potential customers and not limited to
one particular segment. Reader’s Digest does not use sweepstakes
to target specific consumers by age or any other demographic.

Through our testimony here today, we want to make clear our
position on the appropriate use of sweepstakes. We fully recognize
there are legitimate concerns about certain marketing practices
that could undermine consumer confidence in them. We are pleased
to join in any effort aimed at assuring that the millions of America
who enjoy participating in the sweepstakes do so with confidence
in the fairness and the integrity of them.

Over the years, we have adopted marketing guidelines for sweep-
stakes which, in fact, go well beyond those required by current reg-
ulations. I would just like to mention some.

First, Reader’s Digest is clearly identified as the sender on the
outside of the envelope. Sweepstakes deadlines are real and are
strictly enforced. And although not required by law, all prizes are
given away.

Second, we agree with Senators Collins and Levin on the impor-
tance of ensuring that consumers understand they do not need to
buy a product to enter or win, nor will a purchase enhance their
chances of winning. To that end, not only do our mailings state
that no purchase or payment is necessary to enter, we also state
that all entries have an equal chance to win. They also provide ex-
plicit instructions on how to enter without a purchase at least
twice in the mailing package, and those instructions are easy to
ﬁﬁld and follow. Consumers do not navigate the package to find
them.

Third, regardless of whether they are placing an order or not,
customers are offered the equivalent means of entering sweep-
stakes. Those who respond without an order are never asked to
provide their own envelope. Sweepstakes entrants are directed to
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the same processing facility. To speed the processing of orders, we
sometimes use different post office box numbers for ordering or
nonordering envelopes, but we always strive to ensure that con-
sumers fully understand that they have the same chance of win-
ning whether they place an order or not.

And, finally, we want all consumers to clearly understand the
exact chances of winning, so all Reader’s Digest mailings state the
numeric odds of winning in the sweepstakes.

We believe that the effectiveness in communicating that no pur-
chase is necessary is reflected in our consumer responses. On aver-
age, 80 percent of Reader’s Digest consumers entering our sweep-
stakes do so without an order. However, we share the concern that
there are a small number of people who may have difficulty with
certain promotion offers, including sweepstakes, and we are com-
mitted to addressing those special situations. And already we have
policies and practices to ensure that our products are purchased
only by those who really want them.

All of our products carry a money-back guarantee. Subscriptions
can be canceled at any time with a complete refund. The purchaser
of any product may return it at any time for a complete refund.

Second, we maintain our own “do not mail” list and add names
from the Direct Marketing Association to it. We also honor requests
from legal guardians.

Third, once a customer has purchased a product or magazine, we
will not send a solicitation for that product again, except to renew
the magazine subscription, of course.

Fourth, we support efforts like the recent policy of the Magazine
Publishers Association aimed at detecting and preventing consum-
ers from entering into excessively long subscription terms.

And, fifth, last year we began a practice which we plan to con-
tinue every year of sending a letter to high-activity customers re-
minding that no purchase is necessary to enter a Reader’s Digest
sweepstakes. The feedback from this effort demonstrate an over-
whelming level of understanding of how Reader’s Digest sweep-
stakes operate and, indeed, customer satisfaction with the products
they had received.

Finally, we support those elements of Senator Collins’ and Sen-
ator Levin’s proposed legislation that provide an appropriate level
of consumer protection while allowing those millions of Americans
to continue to enjoy sweepstakes.

Reader’s Digest is very proud of the relationship we have devel-
oped with our subscribers and customers over many years, and we
are committed to building on this. We firmly believe that direct-
mail sweepstakes is a legitimate and effective marketing tool if
companies who use them adhere to firm ethical guidelines that pro-
mote consumer confidence in them.

And we are eager to work with other companies, trade associa-
tions, with Congress, with the Postal Inspection Service and other
Federal and State regulators to achieve this goal.

Thank you.

Senator COLLINS. Thank you very much, Mr. Davenport.

Ms. Long.
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TESTIMONY ELIZABETH VALK LONG,! EXECUTIVE VICE
PRESIDENT, TIME INC.

Ms. LoNG. Good morning, Madam Chairman, and thank you for
the opportunity to testify today. My name is Lisa Long. I have
worked at Time Inc., for the last 20 years. I came through our cir-
culation ranks before being made, in succession, publisher of Life,
publisher of People, and then publisher of Time magazine. I am
currently executive vice president of Time Inc., and I have respon-
sibility for several corporate entities, including those directly relat-
ed to the circulation and subscription sales of our magazines.

As I think you know, Time Inc., is a wholly-owned subsidiary of
Time Warner. We are the largest magazine publisher in the world
with 32 publications worldwide.

Madam Chairman, Time Inc., recognizes that there are problems
stemming from sweepstakes, and the testimony we heard yesterday
was powerful and troubling. There is obviously much to cover on
this subject, so in the interest of time, I am going to limit my com-
ments to four main topics: Why Time Inc., uses sweepstakes, why
we use headline copy, the fact that we do not target the elderly,
and our views on how best to address the concerns raised in these
hearings, including reactions to the bills you and Senator Levin
have introduced.

Let me just say a few words about our business. Most of our
magazines are sold primarily through subscriptions as opposed to
single copies sold at the newsstand. And the economics of the sub-
scription business is such that we invest considerable resources up
front to attract new subscribers, and the long-term relationships
we develop with them are what drives circulation profitability and
allows us to deliver our circulation guarantees to advertisers.

Simply put, our business relies on repeat business, and our suc-
cess is based on a history of satisfied customers who, once they try
our publications, appreciate their content, their quality and then
renew year after year.

But our first challenge is to get people to try us, and to do that
we have to break through other promotional clutter, get people’s at-
tention, involve them in our offer, motivate them to pick up the
phone or drop an order in the mail. For us to do anything to under-
mine the trust that must exist between us and our subscribers
would be self-defeating, and it would be wrong.

We promote first-time subscriptions through a variety of media,
including television commercials, insert cards in the magazines and
direct mail. And we use a number of marketing tools to get people
to try our magazines, including premium discounts, free trial issues
or a chance to enter a sweepstakes.

Sweepstakes are an effective attention grabber for many types of
marketers. I like to compare them, as my colleagues seem to as
well, to a sale sign in a department store that drives traffic into
the store. Sweepstakes’ main purpose is to get people to open the
envelope and take a closer look at what we have to offer. Plenty
of people have no interest in sweepstakes. Eight-two percent of the
people to whom we mail these offerings do not respond. However,
a lot of people enjoy them and understand them. And of the 18 per-

1The prepared statement of Ms. Long appears in the Appendix on page 149.
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cent who do respond to our sweepstakes mailings, 9 out of 10 do
so only to enter the sweepsstakes and do not order. In the end, only
2 percent of the people who receive our sweepstakes mailings actu-
ally purchase a subscription. And because enough of them will be-
come satisfied, renewing customers, sweepstakes are, in fact, one
of our ways to encourage people to try our magazines.

Like other legitimate sweepstakes marketers, we are very con-
cerned about the scam artists and the fraudulent mailers who
abuse this marketing tool. I can assure you that Time Inc., sweep-
stakes are run fairly and honestly. In each of our mailings, we list
the odds of winning in the rules section. Our prizes are awarded
once a year without contingencies, and our promotions repeat sev-
eral times in clear, concise language that no purchase is necessary
to win, something our sweepstakes players certainly understand,
zince nine times as many entrants make no purchase as those who

0.

Now, let me move on to two specific areas that I know are of con-
cern to this Subcommittee. The first is what is generally referred
to as headline copy. This would be a statement in large type sug-
gesting that the recipient is a winner, coupled with a qualifying
statement in smaller type. In our mailings, the qualifier is always
directly adjacent to the headline and explains that the recipient
must have the winning number and return it in order to win.

Are we trying to deceive readers into thinking they have won the
prize? No. It would serve absolutely no business purpose. Every-
thing we know suggests that the vast majority of our mail recipi-
ents understand that these headlines are simply a way to involve
them, create some excitement around our offer. And like headlines
in newspapers, headline copy in sweepstakes offerings are there to
get your attention and to draw you into the whole story.

However, in light of current concerns over this, we have been de-
veloping tougher standards and tightening our review process
across all Time Inc., entities. The second issue is the concern that
sweepstakes marketers target the elderly. Let me be absolutely
clear that Time Inc., sweepstakes promotions are mailed across the
board to all demographic segments of the population, with the only
objective matching the interests of prospective subscribers to the
content of our individual magazines.

Having said all of this, I want to acknowledge that your efforts
have made us aware that there is a small percentage of people
who, for one reason or another, may not understand our sweep-
stakes mailings.

Because Time Inc., is a decentralized organization whose maga-
zines operate independently of one other, we have not been able to
easily identify individuals who are making multiple purchases
across all of our publications. Your scrutiny of the issue led us to
probe our files and, thankfully, the total number of such multiple
purchasers is extraordinarily small. For example, out of the 1.4
million people who subscribed to our magazines through sweep-
stakes in 1998, only 480 of them spent as much as $500 with us.
Nonetheless, if any of these 480 people ordered because they were
confused by our offer, we take this very seriously.

We are committed to identifying those who may have placed an
unusually high number of orders for the wrong reasons, commu-
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nicating with them and their families and removing them from our
mailing and rental lists. As a percentage, the incidence of people
who make numerous purchases due to our sweepstakes offerings is
tiny. As an absolute number, it is still very small. Yet even one
confused customer is too many and deserves our attention.

The scope of the problem, however, demands that the solution be
pinpointed rather than sweeping. As I noted, Time Inc., along with
other publishers and trade associations, is exploring how to identify
and communicate with these individuals who have a problem with
sweepstakes.

Madam Chairman, we concur with you that there is a role for
legislation as well, and we agree with much of the bill that you
have proposed. S. 335 is certainly responsible and constructive, and
we welcome the opportunity to discuss its finer points, as well as
those contained in Senator Levin’s bill, S. 336, which addresses
many of the same issues.

We would also urge that whatever is implemented be consistent
with the First Amendment’s protection of commercial speech and
distinguish between the occasional misunderstanding of sweep-
stakes and outright scams. Your Subcommittee is performing an
important public service in helping marketers and regulators to
find the scope of the situation and find ways to respond to it.

At Time Inc., we look forward to working with you and the Sub-
committee to achieve a balanced, yet effective, solution to this prob-
lem. Thank you.

And, of course, I would be happy to answer your questions.

Senator COLLINS. Thank you very much, Ms. Long.

We are now going to have a 10-minute round of questions for
each of the Senators, and then we’ll have a 5-minute round after
that.

Ms. Holland, I want to start with you because I have to tell you
that I was absolutely stunned by a statement that you made in
your testimony. You said, “We believe that our promotions are
clear and that no reasonable person could be misled by them.”

Well, Eustace Hall is a reasonable person who testified before us
yesterday, and he was completely misled by your mailings. We
have had hundreds of consumers from across the United States
contact the Subcommittee with concerns about sweepstakes, mainly
yours and the other companies who are represented here today.
They are reasonable people. My constituents in Maine who have
had trouble with sweepstakes are reasonable people. The attorneys
generals who have sued your companies and others because of the
deception are reasonable people.

I am just appalled by that statement, given the overwhelming
evidence that we have of people being deceived by your mailings.
It is disappointing to me because I would hope that you could ac-
knowledge that there is a problem and that we could work together
to ensure that it is corrected.

I want to show you a couple of your mailings, and let’s talk about
how a reasonable person would view these mailings and whether
or not they are clear. I would like to have the exhibit “Open your
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door to $31 million” put up.! I know you have a copy of all of the
exhibits that we are using.

I think that many reasonable people would be deceived by this
mailing into thinking that they had, in fact, won $31 million. It is
personalized. It says, “Open your door to $31 million.” It has a spe-
cific date. It has the name of the consumer. It has the word “win-
ner” in it 23 times. It has qualifying words like “if” or “could” only
in smaller print and only nine times. It has “We have pencilled in
your name as our next winner.” It says the name of the consumer
“goes on our giant check for $31 million.”

Do you really think that no reasonable person would be deceived
by this mailing into thinking that they had won $31 million?

Ms. HoLLAND. Well, first of all, we know that our statistics are
similar time and again: That 70 percent of the people or more who
receive these mailings do not respond at all. Of those who do re-
spond, we receive far many more entries without orders than with.
In this particular mailing, it is very clearly written in the condi-
tional that you could win or if you have the super prize number.
For example, in the exact same size type as the rest of the text of
the letter we say, “Then, if the winning super prize number comes
in and it is yours, I will definitely ring ‘the person’s name’ doorbell
on January 31. Do not miss out on this special opportunity to win
millions.”

Senator COLLINS. Well, let me take that very part that you just
read. “If the winning number is yours” is not in bold type. It is fol-
lowed by indented bold type text that says, “I'll definitely ring ‘the
consumer’s name’ doorbell on January 31.” “I'll definitely ring your
doorbell on January 31.”

I realize that a careful reading of this letter does, in fact, show
that it is conditional. But to say that no reasonable person could
be deceived by this mailing is just not true.

Ms. HoLLAND. Well, we do know what our statistics are, and
they are the same time and again. They have been for years. We
also know that our mailings have been tested in the courts several
times and that has been the conclusion: That no reasonable person
could be misled.

Senator COLLINS. Well, in fact, you have settled lawsuits with a
number of States, have you not?

Ms. HOLLAND. I believe so. I would like to point out also——

Senator COLLINS. And made restitution.

Ms. HoLLAND. That the super prize—if the winning super prize
number comes in, and it is yours, is the exact same type size as
the statement below it.

Senator COLLINS. The problem is the impression that this mail-
ing gives, and there is another problem with this mailing. It says,
“You see your recent order and entry has proven to us that you are
indeed one of our loyal friends and a savvy sweepstakes player.”

That language implies a connection between ordering and win-
ning; your recent order is what got you this mailing.

Ms. HoLLAND. Well, it is true that all direct-marketing compa-
nies, whether they are running a sweepstakes or not, send mailings
to people who order. We want to send our mailings to people who

1See Exhibit No. 2 in the Appendix on page 157.
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are interested in receiving them, and we do not want to send them
to people who are not.

On the reverse side of the letter, we have several messages tell-
ing people that, “There are absolutely no strings attached to win-
ning our prizes.” That is in bold-face type, the same size as the rest
of the text, and it is set off in its own paragraph. We also say,
“Whether or not you decide to take advantage of these terrific of-
fers, I want you to know that I deliver the prizes with no strings
attached. We never ask you to pay any money to claim your prize.”

Senator COLLINS. Well, let me show you another exhibit, and this
one is the Eustace Hall letter from Dorothy Addeo.

You are familiar with this letter, Ms. Holland. This is a mailing
that Mr. Hall brought to the attention of the Subcommittee. It is
a personalized letter from the contest manager at Publishers Clear-
ing House.!

It says, “Dear Eustace Hall: I am in a bit of hot water and only
you can get me out.

“My boss dropped into my office the other day, sat down and
sighed. ‘What’s the story with Eustace Hall? I see that name on our
Best Customer List, on our Contender’s List, on our President’s
Club List, but I don’t see it on our Winner’s List. There must be
something we can do to change that. It’s not right when someone
as nice as Eustace Hall doesn’t win.’

“Then he sighed again, looked at me and left, and I sat there
wondering what to do. I had my mission, Eustace Hall, to make
you a winner and soon.”

Now, how many people received this mailing that made Mr. Hall
feel so special, feel like he was singled out for special treatment by
your company?

Ms. HoLLAND. This mailing was sent to millions of people. This
is a personalized mailing, it’s direct mail. The whole reason for this
letter is to simply announce that there is another contest oppor-
tunity coming up and that the recipient should watch his mail box
for it.

Senator COLLINS. Mr. Hall told our investigators that he believed
that this exact conversation took place; that, in fact, Dorothy
Addeo’s boss did drop into the office and say these words. Did this
conversation actually take place with regard to Mr. Hall?

Ms. HoLLAND. This conversation and this situation is a drama-
tization of actual conversations that did take place when we were
planning this very special new contest opportunity. The announce-
ment in this letter is that we have a new contest in which every-
body who enters will be guaranteed to win a prize. All they have
to do is enter.

Now, again, as I mentioned earlier, this is simply an advance no-
tice telling people to watch for the upcoming mailing. You can’t
enter from this. You can’t even order.

Senator COLLINS. But, in fact, the conversation did not take
place, and this letter is deceptive. This was sent to 9 million peo-
ple, was it not—personalized letters

Ms. HOLLAND. Yes.

1See Exhibit No. 1 in the Appendix on page 155.
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Senator COLLINS. Were there 9 million conversations between
your contest manager and her boss?

Ms. HoLrAND. Of course not. This is advertising. This was a
dramatization of situations and conversations that happened in the
company. It is sort of like “ring around the collar.”

Senator COLLINS. But do you not see why this would be deceptive
to a reasonable person like Mr. Hall? Do you not see why it made
him think that he was special?

Ms. HoLLAND. We do not think that this is deceiving. We thought
it’s perfectly fine. I did want to note for the record, though, that
the company has stopped mailing this letter over a year and a half
ago because, even though we did think it was fine and not confus-
ing, we wanted to be responsive to input that we got.

Senator COLLINS. Thank you.

Ms. Bernstein, you have testified that the instructions for enter-
ing without making a purchase are clearly placed in your mailings.
I want to take a look at the instructions on how you could enter
the American Family Publishers sweepstakes without ordering,
and it is my understanding that you have been given a copy of
this.1

Ms. BERNSTEIN. Yes, I have.

Senator COLLINS. It is in small print, so I am going to have to
hold it quite a ways out from me to read it.

“If not ordering, affix bar code label to Box 1 of instruction form
after confirming that the bar code label finder code matches the
finder code in Box 2 of the form. Do not affix any order stamps and
sign as indicated in Box 6. Place instruction form in your own en-
velope and enclose a 3 by 5 card with the following handwritten in
block letters: ‘American Family Publishers Sweepstakes. No order
enclosed.’

“Affix 7-day response requirement stamp and the enclosed
nonorder entry bureau address label or address to American Fam-
ily Publishers . . . ” it gives the address “. . . to the front of your
envelope and mail within 7 business days.”

So, if you are going to enter your sweepstakes without placing an
order, you have to supply your own envelope, you have to have a
special sized paper, you have to have a 3 by 5 card, you have to
hand write on it, it has to be in block letters.

Why do you make it so much more difficult for individuals who
are not ordering to enter your sweepstakes?

Ms. BERNSTEIN. Senator, AFE is in the business of selling maga-
zines. We use sweepstakes and contests so that our customers—to
elicit our orders. Clearly, we do not believe that there is anything
confusing in this offer. What we are saying, our stats indicate that
more than four out of five totally ignore our mailing. The people
who reply, Senator, more than half of them reply saying no without
entering an order.

Senator COLLINS. But don’t all of these additional requirements
reinforce the misperception that your chances of winning are im-
proved by making a purchase? If it is easy to enter your sweep-
stakes if you make a purchase, but it is difficult to do so if you

1See Exhibit No. 6 in the Appendix on page 172.
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don’t make a purchase, what message does that send the con-
sumer?

Ms. BERNSTEIN. All of our packages have the AFP promise,
which clearly say all entries are treated equally. The vast majority
of people who receive our mailings, Senator, understand them.

Senator COLLINS. My time has expired. This is something I want
to pursue on the next round.

Senator Levin.

Senator LEVIN. Thank you, Madam Chairman. And I want to put
the Eustace Hall letter back on.!

You indicated to our Chairman that there were not 9 million con-
versations of this kind, although there were 9 million letters that
were sent out to individuals representing that a conversation
quoted in that letter took place.

My direct question to you is, when you wrote Eustace Hall say-
ing, “My boss dropped into my office the other day, sat down and
sighed,” and then, ““What’s the story with Eustace Hall? I see that
name on our Best Customer List, on our Contender’s List, on our
President’s Club Member List, but I don’t see it on our Winner’s
List. There must be something we can do to change that. It’s not
right when someone as nice as Eustace Hall doesn’t win.””

Did that particular conversation take place?

Ms. HOLLAND. Senator, we did have many conversations

Senator LEVIN. No. Did that quoted conversation take place?

Ms. HOLLAND. As I stated earlier, those exact words are a dram-
atization of conversations that did take place. Consumers under-
stand dramatizations.

Senator LEVIN. Now let’s get to my question. Did that quoted
conversation take place? Yes or no?

Ms. HoLLAND. No, it did not. It’s a dramatization.

Senator LEVIN. But you told this gentleman that it did. Is that
true, that you told him that quoted conversation took place? You
lied to a customer.

Ms. HoLLAND. When you are making a dramatization, you do
have the people in the situation speak, and when you write that,
it has quotation marks around it.

We did want to find a way to let customers and other people who
enter have a chance to win, for everybody to have a chance to win,
and that is why we started this contest.

Senator LEVIN. Right. Now let me get back to my question. That
conversation, you acknowledge, did not take place. Therefore, you
told a customer that a specific conversation regarding him occurred
which did not occur. You testified a moment ago that, in your judg-
ment, that that letter is perfectly fine. That letter is perfectly a lie.
It is perfectly false. It is perfectly misleading. It is purposely decep-
tive.

Now, there is no other way that, sitting here, you could describe
a quoted conversation saying that a particular conversation involv-
ing a particular customer took place, which you now acknowledge
did not take place, without saying you stated something to a cus-
tomer about him. You didn’t say, “We had a discussion about how

1See Exhibit No. 1 in the Appendix on page 155.
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to attract 9 million people into a thing, and you are one of the 9
million.”

You said, “We had a conversation about you, Eustace Hall,” and
it seems to me that is the description of deception and falsity. That
is the perfect example. You can’t get a much clearer example than
when you say, “We spoke about you,” and, in fact, you did not
speak about him.

Now, I'm glad you ended that letter, but I must tell you I am
deeply distressed when you can come here and say that that letter
is perfectly fine, when that letter incorporates a perfect deception
and a perfect lie. And the fact that something was going to follow
rather than something being in this letter does not make it any
less of a deception or less of a lie.

Now, I want to go back to Mrs. Roosenberg, whose videotape we
saw earlier today of every room in her house being stuffed with
stuff that she didn’t need;! $12,000 worth of products from Read-
er’s Digest.

Mr. Davenport, I will be asking you now about this particular
thing. This is the 400 items I believe that she bought. This is part
of the 400 items that she bought in 1 year. These are the ones that
she bought from Reader’s Digest. It is about $12,000.2

She then gets a letter from Reader’s Digest with a certificate in
it received from your vice president for Marketing, Brian Ken-
nedy.3 Oddly enough, by the way, that letter is dated March 11,
1999. 'm not sure why it has that date, but here is what it says
on it:

“Good news. You've been selected to receive one of our highest
honors, The Reader’s Digest Recognition Award. It’s your obvious
love of Reader’s Digest and sweepstakes that made you an ideal
candidate. In fact, it was your recent subscription request that fi-
nalized our decision. The Reader’s Digest Recognition Award is
simply our way of saying thank you for your loyalty.

“The Certificate of Recognition above is a symbol of that appre-
ciation and very much more. Within its borders is a free gift.” I'm
not sure what that free gift is, but maybe we can find out if we
read this.

But here comes the part which I find so incredible. This is some-
body who has spent $12,000 in a year on Reader’s Digest products.
You are giving her the highest, or one of your highest honors, the
Reader’s Digest Recognition Award, which is a piece of paper. And
then you go on to tell her that, in addition to that piece of paper,
you are going to find a way, it says here on that piece of paper,
“to guarantee her a chance to win $500,000.”

Why do you do that? I mean, why do you send to someone who
is a $12,000 customer of yours a piece of paper which pretends to
tell her that she is receiving one of Reader’s Digests highest honors
when the point of that letter is to try to suck her into doing some-
thing more and to issuing her, God knows what, her 51st check for
the year? Why do you do that?

1Exhibit No. 20 is retained in the files of the PSI Subcommittee.
2See Exhibit No. 17.a. in the Appendix on page 205.
3See Exhibit No. 14 in the Appendix on page 200.
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Mr. DAVENPORT. Can I, first of all, answer the distressing and
obviously very worrying situation? But when this came to our no-
tice last Friday:

This came to our notice, in fact, it didn’t come directly, it came
to us from a member of the press. As is our policy in such situa-
tions, we immediately sent a letter off to the family saying how dis-
tressed we are.l There is no way you can justify this sort of level
of expense and what you have shown here. As soon as we know of
these occasions and they occur, we immediately take action, and we
have offered, obviously, to take all of the products back, and refund
and all of the rest of it. There is no way I can sit here and justify
that.

The mailing piece I am not familiar with. It was not one of the
ones that I was asked to look at, so I am not aware of the details
of it. However, I can guarantee you that it was not directed at her
because of the $12,000—whatever the amount of money it is, when
we come to see, it was, by what you read in the copy, and I would
have to come back to you, that it is probably as a reaction to prob-
ably taking out either a new—or renewing a subscription.

The piece here is, of course, just one of a total package, Senator,
and I think we just have to look at the whole one. I think it is fair-
ly clear what the offer and what the gift is, as we go further down.
But there is no way that I can sit here and justify a mailing into
this particular situation. All I can do is tell you that whenever we
come across it we do our utmost to remove it, to address the situa-
tion.

We have a particular marker, in fact, we changed to something
new 10 years ago so we can recognize in our file what we call
guardian requests. So, in fact, if someone does ring, whatever rea-
son, and says we have reason to suspect that you are sending mail
or products to a relative or somebody whom we have some respon-
sibility for, we can not only just not mail to that person, but we
can also ensure that that person never gets any product even if
they send them back in, and that is all I can say.

I can give you a measured reply to this particular——

Senator LEVIN. This is Exhibit 14 in your book, by the way.2

Mr. DAVENPORT. I appreciate that. I am just——

Senator LEVIN. I want to just read the bottom two paragraphs,
too.

“The Reader’s Digest Recognition Award also entitles you to a
free gift. Attached to the above certificate is a Reader’s Digest Rec-
ognition decorative nameplate. Simply peel the nameplate off the
certificate, place it on one of your favorite possessions and write
your name on the line provided.”

That is one of the highest awards at Reader’s Digest. [Laughter.]

You know, you have a good name, and it amazes me that a com-
pany with a good name would engage in that kind of a shoddy
practice. I must tell you I look at this, and I visit with the people
who have been taken in by this, and I do not know why companies
who have good names and good reputations would lower them-
selves by sending out that kind of a come-on.

1See Exhibit No. 23.e. in the Appendix on page 233.
2See Exhibit No. 14 in the Appendix on page 200.
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My time is up, and I want to come back to that issue because
I think, in a way, the haunting issue here is that we have compa-
nies in front of us who have worked hard, in many instances, to
build up names and reputations. In the case of Time magazine,
people, including me, read Time magazine and believe, we actually
believe much of what we read, not all, but much of what we read,
as much in Time as in any other magazine.

And yet—I am going to get to Time later on—we find the come-
ons trying to get people to believe that they have won something.
And the printed word should mean so much to you folks, and it is
so sloppily used in order to get people to subscribe to a magazine,
and I think it tarnishes a good name.

I want to come back to you—my time is over—because it is not
fair for me just to say that without giving you an opportunity—and
I will in my next round.

Thank you.

Senator COLLINS. Thank you. We are recognizing people in the
order that they appeared today. So, Senator Durbin, I believe you
are next.

Senator DURBIN. Thank you very much.

First, let me say a word in defense of the people who are at the
witness table, and this may come as a surprise. But we live in a
Nation and in a society where government condones lotteries which
prey on poor and elderly people. We live in a society where govern-
ment condones and licenses gaming and casinos, where we know
that the poor and the elderly show up and spend a lot of money
that they should not spend, and I cannot make any excuse for ei-
ther of those.

The fact is we are not investigating those two forms of gambling.
We are investigating sweepstakes today. And the people who are
before us have to be held accountable, as all of us in government
have to be held accountable for our policies.

I would like to address several specifics. First, let me tell you
that one of my constituents, who heard of my interest in this sub-
ject—I mentioned her earlier—from Rockford, Illinois, wrote about
her 88-year-old mother who lives in Brevard, North Carolina, in a
retirement community.

My friends, this represents what she collected from her 88-year-
old mother in just a few months. This is 1 day. September 28 was
a big day. Some of these are related to magazines, some are not.
She is on the Reader’s Digest list and many others.

Let me tell you the problems this woman has in protecting her
mother. “Senator,” she says, “it’s nearly impossible to figure out
how to get your name off the list. The address to which one sends
the money entry is frequently not the address of the company
itself.” So I don’t think many of you are making it easy for people
who are trying to protect the elderly and vulnerable by giving them
a clear address to mail to to remove their names.

Second, she objects to the suggestion that people are somehow
moving up the list, they are preferred customers. Let me just ask,
in general, is that a fact; when they say you are moving up, now
there are only two people left in this drawing? Ms. Bernstein, is
that true, that they are down to two people; one is going to win
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$11 million, one isn’t, and the person who received the mailing may
be the one to win?

Ms. BERNSTEIN. Senator Durbin, I am sorry. I am not sure I un-
derstand what——

Senator DURBIN. All right. I get a letter in the mail that says you
are down to two people who can win $11 million. Is that true, if
that sort of representation has been made?

Ms. BERNSTEIN. I can only speak for AFE, and I know we do not
make any kind of statement that would suggest finalists are down
to the final drawing.

Senator DURBIN. So statements, for example, let me just get in
your particular—and this is American Family Publishers, and here
we are, let’s look at Exhibit No. 7,1 and look what it says in the
front here. “Down to a two-person race for $11 million.” Was it
down to a two-person race at that point, the person who received
the mailing and one other person? Is that true?

Ms. BERNSTEIN. Senator, this is clearly stating that two people
are racing with one number, with a winning number, and whoever
returns that winning number wins it. And it says, “If you have the
winning number, please be advised.”

Senator DURBIN. So it is down to two people and one is going to
win $11 million.

Ms. BERNSTEIN. “If you have the winning number, please be ad-
vised.”

Senator DURBIN. What does that mean?

Ms. BERNSTEIN. If you have the winning number, the winning
number is drawn

Senator DURBIN. Gee, limited education. Let me try to stick with
you for a second here. [Laughter.]

Are we really down to two people, and the one person who re-
ceived the letter is one of the two people who might win $11 mil-
lion, just as it says there? I mean, I think a normal person reading
that, isn’t that the conclusion most people would come to? Is it
true?

Ms. BERNSTEIN. Senator, we had no information that suggested
that there was anything confusing about this, if that is what you
are saying.

Senator DURBIN. “You and one other person in Georgia were
issued the winning number. It is down to two people for $11 mil-
lion. Whoever returns it first wins it all.” Boy, that is pretty clear
to me.

Ms. BERNSTEIN. Senator, our response in this mailing was no dif-
ferent from any others

Senator DURBIN. I'll bet it wasn’t.

Ms. BERNSTEIN. We did hear complaints and concerns, and we
chose not to mail this particular package again. But the “If you
have the winning number” is very clearly stated here.

Senator DURBIN. Well, I can see you are not going to answer my
question. But I think the average person will understand, in receiv-
ing this, that this is a lie. You are misleading people. It is decep-
tive. Perhaps people are too naive to believe that they might win

1See Exhibit No. 7 in the Appendix on page 178.
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$11 million, but it has happened, and they end up buying maga-
zines that they do not need as a result of it.

Let me just also reiterate, I won’t go through it again, what Sen-
ator Collins has said about what you require people to do to get off
the list or to participate in the sweepstakes without ordering, this
lady writes to me and says, “Senior citizens can’t write well enough
to fill out the required plain card or whatever form is required.”
And she said, “My mother’s bad handwriting results in endless
name variations, which has led to multiple mailings.” So I don’t
think you are making it easy to protect the vulnerable, though
most of you have testified you would.

Let me also talk a moment about Publishers Clearing House, and
Mr. and Mrs. Rohrer of Canton, Illinois, who sent me this nice let-
ter, handwritten letter. Their story is so sad. Let me read from a
Chicago Tribune article of February 22, 1999.1

“After 20 years of faithfully entering mail-in sweepstakes, Henry
Rohrer was sure his diligence finally would be rewarded. Last Sep-
tember, the 74-year-old retired miner said he received a phone call
from a Publishers Clearing House employee saying he was ‘defi-
nitely a cash winner.” A month later, the company notified him of
his %5 million prize, including an affidavit which needed to be
signed to claim his windfall. He mailed that back along with a $38
check for a ceramic angel, one of the many products offered in the
sweepstakes mailing.

“The company spokesman said it was not necessary to purchase
anything to win, Rohrer related, but that it would be ‘nice if we
could say you like our products when the Prize Patrol comes to
your door.’

“With the paperwork, Mr. Rohrer also sent in a hand-drawn map
so they could find his home in rural Canton, Illinois.”

Mr. Rohrer sent along these mailings, and he calls us on a regu-
lar basis to talk about this.

It is hard to believe some of the representations that have been
made about “no purchase necessary” and protecting the elderly and
the vulnerable when you hear this sort of situation. And these
phone-call follow-ups, how frequently is that done, Ms. Holland?

Ms. HoLLAND. I am not familiar with that phone-call follow-up.
It doesn’t sound like Publishers Clearing House. Sometimes there
are fraudulent operators that call up and misrepresent themselves
as Publishers Clearing House, and we have been very active in try-
ing to collect information about that when we hear about it from
our customers. We formed an anti-scam database, and we cooperate
with the authorities to stamp out these types of promotions.

Senator DURBIN. He was on your prize patrol. It says, “We’re on
our way to Canton, Illinois, here.”

Ms. HoLLAND. I'm sorry. But does that refer to a phone call? Be-
cause I am not familiar with the phone call, and I am pretty famil-
iar with our promotions.

Senator DURBIN. That is his memory of it, and he has rep-
resented that to us in writing, to the press and otherwise.

Ms. HOLLAND. Yes.

1See Exhibit No. 21 in the Appendix on page 210.
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Senator DURBIN. I am not going to suggest that he may not have
made a mistake, but it doesn’t come as a surprise, as you follow
some of the tactics here, that those sorts of things might be done.

Mr. Davenport, if I might ask you a question. You made a point
in your testimony of saying that Reader’s Digest enjoys a very good
reputation across America, and that is certainly true. I can recall
Reader’s Digest in my home as a little boy, and it was certainly I
think one of the few magazines that our family subscribed to.

Your CEO is Mr. Ryder; is that his name, now?

Mr. DAVENPORT. That is correct.

Senator DURBIN. He said something recently in an interview in
a Chicago newspaper, which I would like to put into the record
here.! This was on January 3, 1999, in the Sunday edition. He was
being interviewed by Tim Jones of the Chicago Tribune in Chau-
tauqua, New York. He said the ways he would change the Reader’s
Digest Company and his approach: “Perhaps the biggest move will
be the Digest plan to reduce its reliance on sweepstakes mailings
which historically have been used to generate circulation with the
lure of winning big money.” Mr. Ryder said, “I don’t think we’ll
ever be out of the sweepstakes business, but I want some other
strategic levers because I know that sweepstakes skew older, poor-
er and more rural, and that takes the magazine to a place I do not
want it to be exclusively.”

All of you have made a point of saying you do not target the el-
derly, but Mr. Ryder concedes the fact that a sweepstakes does, in
fact, attract the elderly. So how do you reconcile those two state-
ments?

Mr. DAVENPORT. Disagreeing with my Chairman doesn’t exactly
enhance my career prospects [Laughter.]

And I am aware of that statement, and he confirms that he made
it.

Reader’s Digest, as the people on the panel here said, we do not
skew, we do not target any particular group, certainly not to the
elderly. We have gone back over time. We have no data or informa-
tion that would indicate that that is true.

Senator DURBIN. Let me ask you the specific question. What per-
centage of the people responding to these sweepstakes mailings are
elderly? I want to ask it of each of you, and it will be the last ques-
tion I ask. What percentage of those whom you solicit for magazine
subscriptions are elderly who reply affirmatively and buy the sub-
scriptions through these sweepstakes mailings? I will go right
across the panel.

Mr. Davenport.

Mr. DAVENPORT. I may have it in my—if I don’t, I will certainly
give it to you—but, as we say, we have a wide spectrum of sub-
scribers and readers, and I gave you an indication in my opening
statement.

Let me see exactly—I don’t know what you mean by elderly. I am
coming up at 60, do I qualify as elderly?

Senator DURBIN. I started getting the AARP mailings at age 50.

Mr. DAVENPORT. Me, too.

1See Exhibit No. 22 in the Appendix on page 213.
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Senator DURBIN. I returned them to the postmaster as porno-
graphic material. [Laughter.]

Mr. DAVENPORT. I think what we can do though is give you a
breakdown of our subscription circulation by age. We can give it to
you in detail. If I don’t have it here, you will have it.!

Senator DURBIN. Can anyone else on the panel answer that ques-
tion; what percentage of your mailing sweepstakes mailings are re-
sponded to affirmatively with magazine subscriptions by those over
the age of 557 Let’s try that.

Ms. LONG. I am sure I can get you that number. I do not have
it right in front of me.

Senator DURBIN. Ms. Holland, do you have that number?

Ms. HoLLAND. We were asked that question as part of our co-
operation with the Subcommittee, and we do not keep statistics on
individual customers for commercial purposes, but we do have
some limited market research information available, and that infor-
mation suggests that 70 percent of our customers are under the age
of 65.

Senator DURBIN. So 30 percent of those who responded, your cus-
tomers, are over the age of 65?

Ms. HOLLAND. Yes.

Senator DURBIN. Ms. Bernstein.

Ms. BERNSTEIN. Senator, we do not keep demographic informa-
tion on file.

Senator DURBIN. Thank you, Madam Chairman.

Senator COLLINS. Thank you very much.

Senator Edwards.

Senator EDWARDS. Thank you, Madam Chairman.

Good morning.

It is very important to me to understand the mind set that you
all come to this situation with in order to determine what level of
regulation we need to protect people in this country and for my
purposes particularly in North Carolina.

Ms. Holland, I want to start with you, if I can, and I hate to go
back to the letter to Mr. Hall, but I do need to ask you a couple
of questions about it.2

You said there were about 9 million of these letters that went
out; is that right?

Ms. HOLLAND. Yes.

Senator EDWARDS. Without going through the 5 minutes you
spent with Senator Levin on this subject, you do acknowledge that
the conversation that is described in that letter about Eustace Hall
did not take place. You do acknowledge that.

Ms. HOLLAND. Yes. That is the nature of a dramatization, that
it is

Senator EDWARDS. Yes, ma’am. Did it take place or not?

Ms. HoOLLAND. Of course not.

Senator EDWARDS. So that letter describes a conversation that
did not take place. That letter contains a statement that is not
true. That letter went out to 9 million people.

1See Exhibit No. 23.a. in the Appendix on page 217.
2See Exhibit No. 1 in the Appendix on page 155.
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And did I understand you to say that—I want to make sure I got
your quote right. Senator Levin, you help me with this—you de-
scribed this letter as, from your perspective, perfectly fine, and I
believe you are quoted in today’s newspaper as saying that you be-
lieve your company has acted ethically and honorably.

So, from your perspective, sending out a letter that contains a
statement, a conversation, that is absolutely not true to 9 million
Americans is perfectly fine, ethical and honorable. Do you stand by
that testimony?

Ms. HOLLAND. Yes. The truth is it is representative of actual con-
versations and meetings that did happen at the company, and what
we wanted to do was provide a way, figure out a way, by challeng-
ing the Contest Department—Dorothy Addeo is the manager of the
Contest Department; she is a real person—challenging them to fig-
ure out a way that we could enable customers and frequent partici-
pants to have the thrill of winning, even if it is a small prize.

Senator EDWARDS. And you think it is all right to lie to 9 million
people in order to create that challenge? Is that OK? From your
perspective, is that all right?

Ms. HoLLAND. We do not believe that it is a lie to represent——

Senator EDWARDS. Is it true?

Ms. HOLLAND [continuing]. Actual conversations

Senator EDWARDS. Yes, ma’am. Is it true?

Ms. HoLLAND. It is true that we had a number of conversations
and meetings that touched on this subject.

Senator EDWARDS. Was there a conversation about Eustace Hall?

Ms. HoLLAND. There was a conversation about all of our cus-
tomers and entrants, and when you put each person’s name, added
up, it is the customer file.

Senator EDWARDS. This letter that you have written, that you
have described as ethical, honorable, perfectly fine, from your per-
spective, do you understand why an elderly gentlemen like Eustace
Hall, who received this letter, that talks about him personally, that
describes a personal conversation that went on within Publishers
Clearing House about him, do you understand—if you can step
away for just a minute from being a corporate representative and
just think about this from a human perspective—do you see why
someone like that would feel special when they received a letter
like that? Does that make sense to you?

Ms. HoLLAND. Well, we are very concerned about Mr. Hall.

Senator EDWARDS. I am asking you, does that make sense to
you? Do you understand why someone like Mr. Hall or other elder-
ly people like him would feel special when they received a letter
from an organization like Publishers Clearing House saying that
folks in your office were sitting around actually talking about him,
and showing concern about him and wanting him to be a winner?
Do you understand why Mr. Hall and other elderly people who got
a letter like that in the mail that it would make them feel good?
Do you understand that?

Ms. HoLLAND. Well, I think that most businesses would want
their customers to feel good and feel like the businesses appreciate
them.

Senator EDWARDS. Do you want to take advantage of that?
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Ms. HOLLAND. No, sir, and that’s why we have our Outreach Pro-
gram which identified Mr. Hall over a year before we ever heard
about him from the Subcommittee. We determined when we con-
tacted him that he did not understand that no purchase was nec-
essary, and even his own daughter, his loved one who told him no
purchase was necessary, he did not believe. Somebody like that, we
believe should not be receiving these mailings.

Senator EDWARDS. Besides these 9 million letters that you sent
to people that contained statements that weren’t true, do you know
how many other letters, how many millions of letters Publishers
Clearing House has sent to other customers around this country
that contained statements like this that are not true? Do you have
any idea?

Ms. HoLLAND. We send out tens of millions of mailings every
year. We believe that our mailings are truthful and not misleading,
and we believe——

Senator EDWARDS. Including this one. You believe this one is
truthful and not misleading; is that correct?

Ms. HoLraND. I did explain why, and that is because it is a
dramatization.

Senator EDWARDS. Does it say it is a dramatization?

Ms. HOLLAND. It is like “ring around the collar.” Did some house-
wife somewhere say, “Oh, my husband has ring around his collar.
I better get a better laundry detergent.” It is advertising. Consum-
ers understand advertising. They understand situations and dram-
atizations, and that is all that this is intended to be.

Senator EDWARDS. So you think consumers

Ms. HoLLAND. That was our point of view.

Senator EDWARDS. I am sorry. I didn’t mean to interrupt you. I
apologize.

Ms. HOLLAND. I am sorry.

Senator EDWARDS. So you believe consumers understand that
you are going to tell them things in these letters that aren’t true,
that you are going to lie to them? Do you think consumers under-
stand that?

Ms. HoLLAND. We know that the results to any of these mailings
are consistent over the years, whether it has a dramatization or
not, that, by and large, 70 percent or more of the people don’t even
respond, and of those who do, we always receive far more nonorder
entries than orders.

Senator EDWARDS. And the fact that they don’t respond makes
it OK to say whatever you need to in these letters?

Ms. HOLLAND. The fact that they don’t respond makes us under-
stand that they know it is a sweepstakes, that they know it is a
long shot, that they know they can choose whether to open it or
not, whether to respond or not.

Senator EDWARDS. Ms. Holland, you have also testified under
oath in your testimony that there is clear “no purchase necessary”
language in all of the entry order forms that are contained in the
mailings that you send. Do you remember giving that testimony?

Ms. HOLLAND. Yes.

Senator EDWARDS. Could we put up the chart, please.
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This is one of your order forms, is it not? Do you see Publishers
Clearing House at the top??

Ms. HOLLAND. Yes.

Senator EDWARDS. In fairness to you, this is only the front of it,
not the back of it, right?

Ms. HOLLAND. Yes.

Senator EDWARDS. Can you show us on this, what we are looking
at right now, where this “no purchase necessary” occurs.

Ms. HoLLAND. Yes. Right below the stamp boxes it very clearly
says, “If not ordering, place the no stamp from the sheet of stamps
over the first two order boxes.” In addition——

Senator EDWARDS. Let’s stop right there. So when you have testi-
fied under oath before this Committee that clear “no purchase nec-
essary” language appears on your order forms, you would say that
this language that you have just read, “If not ordering, place no
stamp from the sheet of stamps over the first two order boxes,”
that that makes it clear to people that no purchase is necessary?

Ms. HoLLAND. Yes, because why else would we instruct them
how to enter without ordering?

Senator EDWARDS. I see. And

Ms. HOLLAND. I would like to point out, also, please——

Senator EDWARDS. Yes, ma’am. Let’s look at the back. I have the
back.

Ms. HOLLAND [continuing]. That on the back of this is the official
rules.

Senator EDWARDS. And where on the back does it say that no
purchase is necessary? That language never says no purchase is
necessary, does it?

Ms. HOLLAND. Right here.

Senator EDWARDS. What we just looked at, those words do not
appear on that page, do they?

Ms. HoLLAND. Those exact words do not appear on the face, but
I still would——

Senator EDWARDS. Are they on the back?

Ms. HOLLAND [continuing]. Ask why would we give instructions
on how to enter without ordering if you couldn’t do so?

Senator EDWARDS. Do the words “no purchase necessary” appear
on the back?

Ms. HOLLAND. Yes, they do, sir.

Senator EDWARDS. Can you show me where those are, please.

Ms. HOLLAND. Yes.

Ms. HOLLAND. Yes. They are in bold-face type, all capitals, set off
in their own paragraph right here.

If you would like, I can submit this for the record.

Senator EDWARDS. Actually, I have a copy, and we will submit
both the front and the back for the record.

Ms. HOLLAND. In addition——

Senator EDWARDS. Now let me show—excuse me. I am sorry. I
didn’t mean to interrupt you.

Ms. HOLLAND. I am sorry. Did you want to hear the other “no
purchase necessary” message in the rules?

Senator EDWARDS. If it appears somewhere else, yes, ma’am.

1See Exhibit No. 24 in the Appendix on page 235.
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Ms. HoLLAND. Right here, this top paragraph very clearly de-
scribes, “If you are not ordering this time, paste your nonorder
entry stamp over the order boxes,” and it goes on to describe it.
Anybody who could read a newspaper could read and understand
this.

Senator EDWARDS. “If you are not ordering this time,” you believe
that indicates, to a normal person, that no purchase is necessary
in order to enter the sweepstakes; is that correct?

Ms. HOLLAND. Yes.

Senator EDWARDS. Let me just show you an example—if you
would put that on, Maureen, please—can you see what she is hold-
ing up in front of your chart?

Ms. HOLLAND. Yes.

Senator EDWARDS. Do you see the language that says, “Your odds
of winning $3.5 million are approximately 1 in 85 million”? Do you
see that?

Ms. HOLLAND. Yes.

Senator EDWARDS. “Odds may vary based on the total number of
entries received.” Do you see that?

You want people to know, don’t you, Ms. Holland, what their
chances are of winning in your sweepstakes, right?

Ms. HoLLAND. We believe that people have a very good idea that
a sweepstakes is a long shot to win a big prize.

Senator EDWARDS. Yes, ma’am. You want people to know what
their odds are of winning. Can you please, if you can, answer that
yes or no.

Ms. HOLLAND. [No response.]

Senator EDWARDS. Do you want them to know that or not?

Ms. HOLLAND. Yes.

Senator EDWARDS. And you want them to know that purchases
do not increase their chances of winning. That is something that
you believe consumers, in fairness, ought to know, right?

Ms. HOLLAND. Yes, and we believe that they do because many
people enter without ordering time and again.

Senator EDWARDS. You want them to know that information, cor-
rect?

Ms. HoLLAND. Yes, and we believe that they do.

Senator EDWARDS. And you want them to know the letters they
are receiving are, in fact, computer generated and are not special
personal letters that they are receiving from your company. You
wouldn’t have any objections to them knowing that, would you?

Ms. HOLLAND. I think that they already do.

Senator EDWARDS. Well, you wouldn’t have any objection to them
knowing that, would you?

Ms. HOLLAND. No, because I think that they already do know
that.

Senator EDWARDS. All right. Well, let me ask you a simple ques-
tion. This insert that appears here, since you don’t have any objec-
tion to them having all three pieces of that information, you
wouldn’t have any objection to a law that requires those three
things to appear in that size on any order form that your company
sends out. You wouldn’t have any objection to that, would you?

Ms. HOLLAND. [No response.]
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hSenator EDWARDS. Just in that form, the way we have it up
there.

Ms. HOLLAND. Senator, there are many different types of order
forms and entry forms.

Senator EDWARDS. Do you object to this or not?

Ms. HoLLAND. We would not object to clear disclosure of all that
information and clear standards for business to follow.

Senator EDWARDS. So you have no objection to this information
appearing on your order form in exactly the way we have just
shown it to you; is that correct?

Ms. HOLLAND. I do not know if I could agree with that as you
asked it.

Senator EDWARDS. Thank you, ma’am. I see my time is up.

Thank you, Senator.

Senator COLLINS. Thank you, Senator. Senator Specter, thanks
for joining us.

Senator SPECTER. Thank you, Madam Chairman. I was just wait-
ing for Senator Edwards to ask the Court to direct the witness to
answer the question. [Laughter.]

Senator EDWARDS. Do you have the power to do that, Senator
Specter? [Laughter.]

Senator SPECTER. I have the power to ask the presiding officer
to direct the witness.

Senator LEVIN. You are not harkening back to this impeachment
court, are you? [Laughter.]

You wouldn’t do that to us.

OPENING STATEMENT OF SENATOR SPECTER

Senator SPECTER. It may surprise you to know, Senator Levin,
that there are other courts besides the impeachment court. I am on
record as not thinking very much of the impeachment court for a
number of reasons, which I will not go into.

I commend our distinguished Chairwoman for convening these
hearings, and they are really very, very startling. And it would be
my hope that publications of the standing of Time Inc., Reader’s
Digest, Publishers Clearing House, and American Family Enter-
prises would act on their own, your own, to inform your readers as
to what is going on. Because we have practices which are conclu-
sively deceptive on their face, beyond any question, beyond any
question. And I have only participated in a part of the hearings,
but I have had staff watch them.

But, Ms. Holland, I would ask you to review Senator Edwards’
questions and your own responses and to see if your firm wouldn’t
be doing something to clear up the record without waiting for legis-
lation. It is going to be a fair amount of time between this moment
and the time the Congress acts if, in fact, the Congress does act.

What I would ask each of you, and the others who are a party
to these kinds of practices, is to take back to your board of directors
and to tell them the reaction, at least, of the Senators who were
watching. C—=SPAN reaches a limited number of people. The num-
ber who are going to see that brilliant cross-examination by Sen-
ator Edwards at substantially lower than his customary hourly
rate will be seeing it at 3 a.m. and really won’t see very much of
it. So I would urge that all of you go back to your companies and
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ask them to re-examine what they are doing and tell them the real
disdain, and objection, and horror that these practices are viewed
by.
Ms. Holland, I know you are trying to defend your company here,
but your answers are really very, very defensive and don’t really
ring accurately, at least in my judgment. But you have an obliga-
tion to set forth the facts without waiting for congressional action.

Mr. Davenport, you responded to Senator Levin by saying that
whenever we come across some undesirable practice or something
to the effect that you take action to correct it. Is that really so?
How do you do it, and how do you account for the kinds of ques-
tioning which Senator Levin raised which, on their face, showed a
very palpable disregard for the rights of the people who are receiv-
ing the information?

Mr. DAVENPORT. Senator, we adjust constantly. And I can an-
swer, very specifically answer, but it is a constant—if wherever any
practice

Senator SPECTER. When you adjust, do you wait for someone to
come to you with a complaint?

Mr. DAVENPORT. I think, as a result of these hearings, not just
today or yesterday, but I think it started last August and some of
the other hearings have been done with the States Attorneys Gen-
eral.

Senator SPECTER. Well, did you wait for those hearings before
you started to adjust?

Mr. DAVENPORT. We have recognized that a number of practices,
for not only that justice should be done, but justice should be seen
to be done, that we need to address. As a result, for instance, on
the high-activity customers, including those that might be at some
risk, if I can put it that way, it came as a surprise to us. I think
it was first seriously raised at the hearing

Senator SPECTER. Mr. Davenport, we do not have a great deal of
time with the 10 minutes, but would you do this: Would you re-
spond to the Subcommittee in writing as to what you have done on
the specific cases by way of responding??!

Mr. DAVENPORT. I will do more than that, Senator. I will tell you
what we have done, I will tell you what we propose to do effective
immediately, which is more than we have done because quite clear-
ly the safety net which we thought we had strengthened isn’t going
to be enough.

Senator SPECTER. Let me ask the other three witnesses to do the
same, if there have been responses from your companies, those de-
scribed by Mr. Davenport, what you have done.2

I know that in your prepared testimony, Ms. Valk Long, that you
say that “our sweepstakes are run fairly and honestly, and they are
administered by an independent judging organization.” Could you
amplify what that independent judging organization does?

Ms. LONG. Actually, I am probably not the best person to explain
that, but it is a company that administers sweepstakes prizes. It
is purely a back-office, back-end sort of function.

1See Exhibit No. 23.b. in the Appendix on page 219.
2See Exhibits No. 25 and 26 in the Appendix on pages 237 and 243.
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Senator SPECTER. Would you put up Exhibit No. 8.1 I believe this
one has not been the subject of inquiry, and I am advised that this
is a Time publication. As you note on the top, in heavy black let-
ters, second line, “Urgent Notice For . . .” and the name of the
man is redacted. “You are declared one of our latest sweepstakes
winners and you are about to be paid $833,000-plus in cash,” and
in small print at the top it appears “If you have and return the
grand prize winning numbers in time, we will issue this,” and then
it has the urgent notice.

And then after the heavy black print with the suggestion that
the recipient is about to get $800,000-plus appears the language,
“And if you return the winning entry, the status of recent cash
%)rize winners and sweepstakes presented would then read as fol-
ows:”

You say in your prepared statement that our sweepstakes are
run fairly and honestly. Is that an illustration of a fair and honest
sweepstakes?

Ms. LoNG. What is at issue here is our headline copy which we
did address directly. Every time we have a headline suggesting
that the recipient is a winner, we have a disclaimer or qualifying
statement directly adjacent to that headline.

Senator SPECTER. And what is the disclaimer statement?

Ms. LoNG. “If you have and return the grand prize winning num-
ber in time, we will issue this: Urgent”——

Senator SPECTER. That print is a small fraction of the other
print. Do you think that that is an adequate disclaimer, Ms. Valk
Long?

Ms. LoNG. Well, we actually—it is the size print of a standard
letter or a newspaper. Obviously, the headline is to get attention.
It is to get you to read on.

And the point that I need to make is I am not sure what busi-
ness purpose it would serve if somebody actually thought they had
won the prize. What we are trying to do is to get them to read on
and, as they read on, consider our offer.

Senator SPECTER. Well, going back to my question, do you think
it is an adequate disclaimer?

Ms. LONG. Yes.

Senator SPECTER. Well, how can you say that when the urgent
notice that you were declared one of our latest sweepstakes win-
ners is in heavy black, and about five-eighths, three-quarters of an
inch high, and the disclaimer which you refer to is in light print,
about a sixteenth of an inch high of something that I had to read
four times and then get assistance from staff, which is not unusual,
to figure out.

Do you want to rethink and reanswer the question as to whether
that disclaimer is adequate?

Ms. LoNG. I need to let you know that my answer is informed
by results. Of the people who do respond to our packages, 9 out of
10 enter the sweepstakes and do not order. They would not be or-
dering if they thought they had already won.

Senator SPECTER. I believe there are a lot of reasons why the re-
sponses may be one way or another.

1See Exhibit No. 8 in the Appendix on page 179.
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Ms. Bernstein do you think that that is an adequate disclaimer.
You are closer to it, so you might be able to read the disclaimer.

Ms. BERNSTEIN. I think it is perfectly clear.

Senator SPECTER. My question was not whether it is perfectly
clear. My question was do you think it is an adequate disclaimer.

Ms. BERNSTEIN. I really can’t comment about this piece. I know
we do not heavily use——

Senator SPECTER. Why can’t you comment about this piece?

Ms. BERNSTEIN. Well, I can clearly see. I see the excitement that
it is intended to elicit, and I see the statement.

Senator SPECTER. I won’t press the question because the yellow
light is on, but I think on its face it is conclusively not an adequate
disclaimer. It would be pretty hard to lose that case to any jury in
America, unless Senator Edwards was defending the publication.
[Laughter.]

These issues are really of utmost importance. Just yesterday, the
Pennsylvania State Senate turned down gambling in Pennsylvania,
and the States do pretty much what they would like, subject to
using the mails where there is Federal jurisdiction. And the Judici-
ary Committee is taking up, again, the Internet issue. But people
do lose a lot of their money that they ought to be devoting for fam-
ily purposes and necessities of life, and I would hope that you folks
would go back to your companies and take action to correct it.

The kind of an attitude that I see here this morning, very can-
didly, suggests that there ought to be some very, very punitive
sanctions involved in violations. If you think, Ms. Valk Long, that
it is adequate, and if you think, Ms. Bernstein, that you wouldn’t
comment about it, then there has to be some very, very tough ac-
tion taken by Congress to stop it.

Thank you, Madam Chairman.

Senator COLLINS. Thank you very much, Senator.

We are now going to do 5-minute rounds of questions.

Ms. Bernstein, I want to go back to one of the mailings that is
from your company, American Family Publishers. It is the, “It’s
down to a two-person race” mailing.

Senator Durbin questioned you about this and whether or not it
really was down to two people, and you said that you felt that this
mailing was clear. Isn’t this the mailing that caused some of the
recipients to actually fly to Florida because they were trying to be
the first one to claim that prize?

Ms. BERNSTEIN. Senator, first, let me say that the number of peo-
ple who flew to Tampa has been greatly exaggerated. And, in
fact

Senator COLLINS. Well, why don’t you tell us how many did.

Ms. BERNSTEIN. Well, we know that in 1998 we have been given
to understand about 25 people came to Tampa. But that being said,
one person mistakenly travelling to Tampa is one too many, and
we certainly recognize that we are not in the business of having
people come to Tampa, and we also know that our professional cus-
tomer service contractors in Tampa deal compassionately and sen-
sitively with any visitor who comes to Tampa.

Senator COLLINS. But if it caused people to actually fly to Flor-
ida—there was one of Senator Akaka’s constituents who flew from
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Hawaii to Florida to get there first, doesn’t that tell you that this
was misleading?

Ms. BERNSTEIN. Absolutely not, Senator. This does not say this
is misleading. It tells us it has urgency, it is exciting. That is what
it—and we heard the concerns, and we did stop mailing this.

Senator COLLINS. If you didn’t think it was misleading, why did
you stop mailing it?

Ms. BERNSTEIN. We heard the concerns, and we stopped mailing
it.

Senator COLLINS. Wasn’t there legal action taken by the Attorney
General in the State of New York based on this mailing against
your company?

Ms. BERNSTEIN. Senator, I am not a lawyer, and I cannot——

Senator COLLINS. Well, neither am I, but let me help you on that.
It is my understanding that you did, in fact, enter into a consent
decree with the New York Attorney General, under which Amer-
ican Family Publishers provided $60 refunds to more than 12,000
individuals for magazines that they purchased in response to this
and similar mailings.! Is that at odds with your understanding?

Ms. BERNSTEIN. Senator, as I stated, I am not a lawyer, but your
staff certainly requested information about the New York settle-
ment prior to this hearing, and I had our attorney prepare a docu-
ment which I think was forwarded to you.

Senator COLLINS. So you are not contesting that, in fact, this
mailing prompted legal action against your company.

Ms. BERNSTEIN. Senator, as I said, I am not a lawyer

Senator COLLINS. I don’t think you have to be a lawyer to answer
that question.

Ms. BERNSTEIN. I certainly understand that our company has ad-
mitted to no wrongdoing and has voluntarily entered into any set-
tlements.

Senator COLLINS. But paid $60, approximately, to more than
12,600 consumers.

Ms. BERNSTEIN. If that is the terms of the agreement.

Senator COLLINS. Ms. Long, what is Time’s policy for dealing
with relatives of elderly parents who call Time and try to get res-
titution or refunds on subscriptions and also ask to have their
names deleted from mailing lists because they are making exces-
sive purchases?

Ms. LoNG. When we get such a call, we automatically refund any
unserved issues. And if it is brought to our attention that the par-
ent ordered for the wrong reasons to begin with, we refund the en-
tire amount paid.

Senator COLLINS. I am going to invite your attention to the testi-
mony that we heard from one of our witnesses yesterday. She testi-
fied that she had difficulty in getting refunds when she discovered
that her father had spent over $50,000 in response to various
sweepstakes solicitations on products that he did not need. Time
was one of the companies. I believe, it was under the Guaranteed
and Bonded Division of Time Inc.

1Exhibit No. 36 is retained in the files of the PSI Subcommittee.
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The result of her inquiries to your company was that her father’s
estate—he died, in the meantime—started receiving mailings from
Time Inc., to his estate.

Ms. LONG. I heard that testimony yesterday, and don’t under-
stand it. I have no explanation for you, and I will get you one.

Senator COLLINS. I would be interested in that because here the
daughter was trying to get refunds, and what instead she gets are
more mailings. So this would be at odds with your company’s pol-
icy?

Ms. LoNG. Absolutely.

Senator COLLINS. Does it suggest certain weaknesses in your
company’s approach?

Ms. LoNgG. If that, in fact, happened, yes.

Senator COLLINS. Well, she has the actual envelope from Time
Inc. which says, “To the estate of Joseph McElligott.” 1

Ms. LONG. There is obviously something that fell through the
cracks there.

Senator COLLINS. Senator Levin.

Senator LEVIN. Thank you, Madam Chairman.

First, a Reader’s Digest issue. One of the mailings of Reader’s Di-
gest included a letter from an armored car and courier service. This
is Exhibit 16. It is in your book. If we could put that up.2

The person gets the letter from Reader’s Digest with the big in-
structions for prize delivery, a whole page of instructions for how
to deliver the prize, and then they get included in that letter a let-
ter from an armored car company that says, “Reader’s Digest has
informed me you are among a select group and are probably as
close as ever to winning a major cash prize in the $5 million sweep-
stakes. That is why I have been authorized to ask you how would
you take delivery of your prize money if you are a winner.

“Enclosed with this letter are personalized prize delivery instruc-
tions prepared by the Reader’s Digest Prize Distribution Center for
final stage entrant,” and then with the name of the person that
this letter was sent to.

“These prize delivery instructions are your guaranteed entry into
the final stage of the sweepstakes. Because you may be as close to
winning as ever before, return them immediately to Reader’s Di-
gest after indicating whether you would want prize money deliv-
ered to your home in cash or cashier’s check.

“Reader’s Digest customarily mails prize checks to major cash
winners. However . . .” and this is now underlined “. . . they feel
winners might prefer to have their prize money delivered to their
homes in person as soon as possible. Therefore, Hudson Armored
Car and Courier Service of Westchester has been retained to de-
liver cash or a cashier’s check directly to the major cash winner’s
home.”

And then you have this long page of instructions that goes into
detail—they are supposed to be put into one or two envelopes; one
that says yes and one that says no.

Mr. DAVENPORT. Right, Senator.

1See Exhibit No. 18 in the Appendix on page 208.
2See Exhibit No. 16 in the Appendix on page 203.
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Senator LEVIN. By the way, the two envelopes go to different post
office box numbers. The one envelope that says, yes, of course, has
big print on the front: “Valid for Reserved Benefits.” The other one
says: “Not Valid for Reserved Benefits” on the envelope.

I am just wondering how many people were told that they should
instruct you as to whether this huge prize should be delivered, if
they win it, in an armored truck? How many folks got that letter,
millions?

Mr. DAVENPORT. It is certainly thousands, hundred thousands,
but we can give you the exact figure, and, in fact, we may well
have submitted it because I think it may have been a question
asked by the staffers.!

But you ask a number of questions.

Senator LEVIN. I haven’t asked a question yet. The letter says
from Hudson that Hudson needs to know how the consumer wants
their sweepstakes winnings delivered to them, and they need to
know that right away—right away they have got to know this—Dbe-
fore the actual sweepstakes drawing. Is that true?

Mr. DAVENPORT. It is what we requested of them to do. That is
quite correct.

Senator LEVIN. Is it important——

Mr. DAVENPORT. It is also true that we would, even with their
instructions, if it was sent, we would then go back to them and con-
firm if that is what they would like to happen.

Senator LEVIN. Is it important to you to know how millions of
people who are not going to win want their sweepstakes winnings
delivered?

Mr. DAVENPORT. Clearly not.

Senator LEVIN. What is important to you is that people put that
instruction in the yes envelope, is it not?

Mr. DAVENPORT. It is part of an overall promotion, a sweepstakes
promotion. In that particular instance, the ratio of no’s to yes’s
were above average.

Senator LEVIN. But is it not, my question, important to you?
What your goal is, is to have as many people as possible put these
long instructions about how they want millions of dollars delivered
in the yes envelope. That is what your goal is; is that not correct?

Mr. DAVENPORT. The goal of running sweepstakes is indeed to
sell products and to make orders, yes, sir.

Senator LEVIN. And so what your hope is with this is that they
put this in the yes envelope.

Mr. DAVENPORT. But it is not in our long-term interests that peo-
ple order anything they don’t want to, and all of the customers we
mail it to is part of an ongoing communication with them. So what-
ever happens on this particular occasion, we are going to make
quite sure that they—we realize we are going to be going back to
them again, so it is absolutely imperative that we—is it on?

Senator LEVIN. The Attorney General of Maryland, yesterday, I
think spoke for many of us on this Subcommittee when he said it
was a shame that a reputable company like Reader’s Digest would
stoop to a tactic like this, telling millions of people that they should
say whether they want this prize delivered in an armored car,

1See Exhibit No. 23.c. in the Appendix on page 231.
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when 99.9 percent of those people could not expect to receive a
prize in an armored car.

And that is what is so deceptive and so misleading about this
kind of a practice, and I would hope that Reader’s Digest will re-
consider its use of this kind of a tactic because it is just clearly
misleading. You are just not doing what you say you want to do.

I want to give Time magazine a chance to respond to Exhibit 10.1

First of all, is it Ms. Long or Ms. Valk Long?

Ms. LoNG. It is Ms. Long.

Senator LEVIN. You said before that people would not be entering
if they thought they already won.

Ms. LoNG. Right.

Senator LEVIN. I don’t understand how you could say that. The
only way they can collect their prize or to be eligible to claim a
prize is if they do respond; is that not correct?

Ms. LONG. Actually, if they are the only winner, there is no point
in responding. Their number has already been selected.

Senator LEVIN. But you say that people wouldn’t be entering if
they thought they had already won. Is it not true that people would
be entering because they think it is necessary to claim a prize that
they must return something?

Ms. LoNG. I see your point. OK.

Senator LEVIN. This is Exhibit No. 10. There are a lot of intrigu-
ing things about this, but one is that this seems to be the same
sweepstakes with two different numbers on it. This seems to be
guaranteed and bonded sweepstakes No. III, if you look at both of
these. Yet one of them says that the person receiving this is—you
can’t read the fine print above it—if you have the grand prize win-
ning numbers. That is the little qualifier that nobody reads or very
few people can read. But the big, bold headline is that that person
is officially declared an $833,000 winner in the exhibit on the right.

And it looks like it is the same sweepstakes as the one on the
left, which it says in bold print, “We can now confirm that ‘such
and such’ a number is the winning number and that that number,”
with the name next to it, “wins $1,666,000.”

My question is why would you send out for the same sweepstakes
two mailings to the same person, different envelopes, different col-
ors, different claim numbers? I think I know the answer to this,
b}lllt I would like to hear what Time says about why you would do
that.

Ms. LoNG. Unfortunately, I am not sure how these particular
packages are being used. If they are renewal packages
Senator LEVIN. No, this is the same sweepstakes.

Ms. LONG. Yes, but if the same subscriber is under renewal, and
if a sweepstakes offer is being used to encourage that renewal, then
that same subscriber might get several notices to renew.

Senator LEVIN. My time is up. Why would it be a different
amount in the same sweepstakes?

Ms. LoNG. I believe that the difference is in whether it is a lump-
sum payment or a payment—you are shaking your head—you may
know more about this than I do.

Senator LEVIN. I hope so. I don’t think that is the explanation.

1See Exhibit No. 10 in the Appendix on page 182.
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Is it not possible that you want this person to believe that it is
a different sweepstakes and that even if they entered the first time
with one color envelope with a totally different number that this
is a different sweepstakes and that they could enter into a second
sweepstakes which is different?

Ms. LoNG. I was correct. According to the people who know a lit-
tle bit more about this than I do, it is just a different expression
of how the prize money would be paid out.

Senator LEVIN. But it is the same sweepstakes?

Ms. LONG. Yes, it is.

Senator LEVIN. Thank you. My time is up.

Senator COLLINS. Senator Edwards.

Senator EDWARDS. Thank you, Madam Chairman.

Mr. Davenport, I have three areas I want to ask you about, and
I will try to do it quickly.

We have heard from Ms. Holland, on behalf Publishers Clearing
House, that she believes it is OK to send out 9 million letters to
people containing personalized stories that are not true, and she
says it is perfectly fine, ethical and honest.

On behalf of Reader’s Digest, do you agree with that?

Mr. DAVENPORT. I am not

Senator EDWARDS. If you can tell me as quickly as you can
whether you agree with that or not.

Mr. DAVENPORT. I was distracted. I am sorry.

Senator EDWARDS. That is OK.

Mr. DAVENPORT. The way that that is described is not the way
we do it at Reader’s Digest.

Senator EDWARDS. And you would not agree that that is a per-
fectly fine way to do things.

Mr. DAVENPORT. It is not the way, nor would we do it at Reader’s
Digest, no.

Senator EDWARDS. The second thing I want to ask you about, and
I have asked someone to hand you an exhibit, is one of your let-
ters.!l It is a letter addressed to Mr. Bagwell, who is a constituent
of mine in North Carolina. Do you have that with the Reader’s Di-
gest heading at the top?

Mr. DAVENPORT. I do.

Senator EDWARDS. I am reading from the first sentence. This is
a letter, dated February 1998, where it says, “Attached you will
find three letters of recommendation that . . .” and this is under-
lined and in bold “. . . virtually guarantee your chance to win our
customer appreciation prize.”

What do the words “virtually guarantee” mean to you?

Mr. DAVENPORT. Senator, I am not sure.

Senator EDWARDS. You are not sure what they mean?

Mr. DAVENPORT. Well, I understand what “virtually guarantees”
means. I think this is clearly saying that it ensures that they will
be given a chance, that they will be getting an advance letter. I am
getting this out of context, so I am trying to—I think this is a sepa-
rate letter from the main mailing piece, and this is

Senator EDWARDS. Is this one of your company’s mailings?

1See Exhibit No. 27 in the Appendix on page 250.
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Mr. DAVENPORT. Yes. I am not personally familiar with it be-
cause I have looked at the pieces that we were told to look at be-
forehand. I don’t know this piece. I have never seen it.

Senator EDWARDS. Well, in fairness to you——

Mr. DAVENPORT. But I will give you a measured response, obvi-
ously, to it.

Senator EDWARDS. And I appreciate that.

Mr. DAVENPORT. Having looked at it a bit further, I am sure
what it is saying is there is another mailing on the way to them,
but I will have to make sure that that is true because I do not
know it.

Senator EDWARDS. Do you believe that regular folks who would
get this in the mail would read “Virtually guaranteeing your
chance to win,” that some people would see that as an indication
that they have a very high likelihood of winning? Do you think
some

Mr. DAVENPORT. I think I would have to see—I understand your
point.

Senator EDWARDS. And you would concede that some regular peo-
ple would respond that way.

Mr. DAVENPORT. I would need to see the whole package On its
own, I would agree with the point that you are making.

Senator EDWARDS. Do you know who Mr. Bobby Bagwell is, the
man who received this letter?

Mr. DAVENPORT. Do I know him? No, of course, not, Senator.

Senator EDWARDS. Were you here yesterday when I talked about
Mr. Bagwell being a constituent of mine who was

Mr. DAVENPORT. I was not here, no.

Senator EDWARDS. Well, he is an elderly gentleman who lives in
North Carolina who has Alzheimer’s disease and apparently has
purchased about $20,000 worth of goods through your company. We
are talking here today about legislation to protect consumers from
some of the abuses that we believe are present; some of which, I
believe, in fairness to you, you have recognized.

What would you intend to do about people like Mr. Bobby
Bagwell who have suffered as a result of what has occurred in the
past as opposed to——

Mr. DAVENPORT. If this came to our attention now, we would im-
mediately get hold of him or anybody close to him and ascertain
whether he had purchased or was continuing to receive mail from
Reader’s Digest. If he said that he had, or if it was there, that we
had it, we could have checks or whatever you want, that there were
goods that he didn’t want, we would take them back and give a re-
fund check, regardless of how far back.

Senator EDWARDS. Would you do that for all of the customers
who have similar problems?

Mr. DAVENPORT. Yes, even if it is one.

Eenator EpwARrRDS. And we have that commitment from you
today.

Mr. DAVENPORT. It has been our commitment for 50 years.

Senator EDWARDS. Thank you, sir. Is that a commitment you
have made people aware of?

Mr. DAVENPORT. Yes. We guarantee you may return a product at
any time and get a refund, yes.




96

Senator EDWARDS. Well, I hope folks hear that.

Are you aware that Mr. Bagwell’s daughter-in-law contacted your
company on a number of occasions and told you that he was elder-
ly, that he had Alzheimer’s disease, please stop sending him these
mailings, and to this day, he still receives sweepstakes mailings
from your company?

Mr. DAVENPORT. I heard it because I heard it as a result of yes-
terday’s hearing, and we will look up and, clearly, there has been
a slip-up at handling this particular account. I can tell you our
practices.

Senator EDWARDS. You are going to do something about it now
that we have brought it up in a congressional hearing.

Mr. DAVENPORT. If it hasn’t already been dealt with. I hope that
something’s happened.

Senator EDWARDS. You have not been able to determine that you
have done anything about it in the past, though, have you, Mr.
Davenport?

Mr. DAVENPORT. On this case?

Senator EDWARDS. Yes, sir.

Mr. DAVENPORT. No, I have not. This particular case, I have not.
I will give you an answer.!

Senator EDWARDS. I have one last thing I want to ask you about
before I run out of time. If we could put up the exhibit, please.

You heard me ask Ms. Holland whether she could agree, and I
will show you the insert about three specific things. Let me ask
you, first, whether you agree that you want your customers to
know what their actual odds of winning are. You do want them to
know that.

Mr. DAVENPORT. I think it is imperative that our customers, if
they want to know the odds, know where to find them, and they
are prominently displayed.

Senator EDWARDS. Fair enough.

Mr. DAVENPORT. That I do agree with.

Senator EDWARDS. Good. And you would want them to know that
purchases do not increase their odds of winning. In fairness, you
would want them to know that, right?

Mr. DAVENPORT. Yes. Absolutely.

Senator EDWARDS. And you would want them to know, if the let-
ters—now, this may not, and I do not know whether your company
sends these kind of personalized letters that Publishers Clearing
House does—Dbut if letters are computer generated, you would cer-
tainly have no objection to them knowing they were computer gen-
erated, would you?

Mr. DAVENPORT. I think that

Senator EDWARDS. I mean, if it is the truth, you don’t mind them
knowing it.

Mr. DAVENPORT. Absolutely. No, I have no objection.

Senator EDWARDS. So these three pieces of information, what
their actual odds of winning are, that purchasing goods does not in-
crease their chances of winning and that letters they are receiving
are computer generated, those are all three pieces of information
that you would want your customers to know, correct?

1See Exhibit No. 23.d. in the Appendix on page 232.
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Mr. DAVENPORT. And do provide, except I don’t think they are
computer generated, but the others——

Senator EDWARDS. And you would have no objection to those
three things, which you say you want your customers to know, you
would certainly have no objection to those three things appearing
in the same size type on the front of the page as the largest type
that appears on the page; you would have no objection to that,
would you?

Or specifically to a law that says that is what you should do?

Mr. DAVENPORT. I think that all those three, I think we need to
negotiate, if that is not quite the word, but discuss with you or any
Members of the Committee the most appropriate way of handling
that. I am not sure that the way you have proposed it is nec-
essarily the most effective way to handle it, but we are quite happy
to look at it. We will have to discuss any particular issue with you.

Senator EDWARDS. Well, if, in fact, experts determine that the
most effective way to handle it is to make it in the largest type and
to put it prominently on the front page as large as any type that
is on that page, you wouldn’t have any objection to that, since you
want your customers to know this information, fair?

Mr. DAVENPORT. We want them to know where it is. We don’t
necessarily want to put it in the headline, obviously.

Senator EDWARDS. Well, you don’t want to hide it from them, do
you?

Mr. DAVENPORT. No, we don’t.

Senator EDWARDS. So you would have no objection to it appear-
ing prominently, and you would be willing to at least talk about
putting it in as large a type——

Mr. DAVENPORT. I think prominently I am prepared to live with.

Senator EDWARDS. And what about as large a type as anything
else that appears on the page?

Mr. DAVENPORT. I have reservations about that, but we would be
happy, as a company, to talk to you about it.

Senator EDWARDS. Thank you, sir.

Senator COLLINS. Thank you, Senator.

Mr. Davenport, I want to go back to an issue that Senator Levin
touched on, and that is a very common technique that sweepstakes
companies use, which is to have two different envelopes, depending
on whether or not an order is placed. Now, I understand that there
is a legitimate reason for you to want to have two different enve-
lo%es so that orders are processed more quickly perhaps than non-
orders.

My problem with the two different envelopes approach, particu-
larly when you have text on it such as this, is it gives the impres-
sion to the consumer that entries with orders are treated dif-
ferently than entries without orders. Let me direct your attention
to the two exhibits we put up, and this is an example of the yes
and no envelopes which Reader’s Digest uses.1

One says, “No. Reward entitlement denied and unwarranted,” in
big red print. The other says, “Yes. Reward entitlement granted
and guaranteed.”

1See Exhibit No. 11 in the Appendix on page 184.
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This is not unusual. A very recent mailing that you have sent out
has yes and no envelopes and, indeed, the text of the mailing says,
“So far over $159 million has gone to over 2 million people who
have answered yes to our questions.” 1

Don’t you think that this misleads the consumer, your customer,
into thinking that entries with orders are treated differently or
have a better chance of winning than those without?

Mr. DAVENPORT. All our evidence and data suggests that our cus-
tomers do understand what they are entering, that they can say
no, that we indeed offer yes/no envelopes for precisely the reason
that you—where we offer it, and we have done so for many years.

In this particular mailing, again, we looked up the ratios of the
people who ordered versus those who didn’t, and there is a higher
proportion than normal for the people who, in fact, said no.

All of the evidence says, and there are customers whom we deal
with on a regular basis, fully understand what we are doing. Yes,
we do offer, as you were saying, they do have different post boxes,
and that is just for sort purposes. Years ago we had the yes and
no envelopes—just to show you how carefully we know we have to
treat our subscribers—years ago they all used to go to the com-
pany, and part of speeding the process, we decided to outsource the
nos and have it done outside. Our phones rang off the hook, and
it was very clear they thought that we were beginning to cheat
them. So immediately we had to bring everything back inside and
make sure that everything came—if we wanted to outsource them,
we had to track it somewhere else.

Senator COLLINS. I want to tell you that our investigation sug-
gests that consumers do believe that there is a difference and that
that is why you are using different envelopes and, indeed, with one
of the companies, not yours, we found that there is a high percent-
age of customers who use the yes envelope regardless because they
think it increases their chances of winning.

Mr. DAVENPORT. That is not, I believe, true for us. We were
asked that question by one of your staffers on Friday and provided
some information where we had it.

Senator COLLINS. Well, I think you do not track it; isn’t that cor-
rect?

Mr. DAVENPORT. We track it for the magazine to its prospect file,
and the percent of the total responses in the yes, the order form,
2 percent apparently say I don’t want it, 2 percent of the total.

Senator COLLINS. Let me go on to another issue, a related issue.
You said in your written statement that Reader’s Digest Associa-
tion’s mailings convey the “no purchase necessary” message clearly
and prominently in language that is easy to find, easy to read, and
easy to understand.

I would like to direct your attention to Exhibit No. 12.2 Is this
a promotion offered by Reader’s Digest?

Mr. DAVENPORT. Yes, it is, Senator.

Senator COLLINS. Can you tell us where the “no purchase nec-
essary” disclaimer is.

1See Exhibit No. 13 in the Appendix on page 187.
2See Exhibit No. 12 in the Appendix on page 186.
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Mr. DAVENPORT. I cannot—I will get hold of the mailing piece,
but it is certainly in the first——

Senator COLLINS. It is hard to read, isn’t it?

Mr. DAVENPORT. But it is also two or three other places in the
mailing piece as well, so it is not just in the—this is the rules from
one side of the mailing piece.

Senator COLLINS. In these sweepstakes rules, where it says, and
I have to take my staff's word for it because I can’t read it, it says
no purchase is necessary to win, and I realize it is at the top of
those rules, but it is in 6.5-point type, extremely small. Do you
really think that is easy to read, as your testimony says?

Mr. DAVENPORT. I think you are being kind to say it is 6.5-point.
I think it is even less than that.

We have a policy in—directive is too strong a word—we have a
policy which says that everything should be, at a minimum, 7-
point, we did this a couple of years ago and let it transition over
time. Two of the mailing pieces, I believe, that we sent you were
not 7-point type. In fact, we made the decision, because it looks as
if it is going to be an industry standard, that effective immediately,
regardless, anything prepared today is actually going to be in 8-
point type. So that is a decision we have made this week.

Senator COLLINS. And that is certainly a step in the right direc-
tion. But as Senator Edwards has pointed out, that still makes it
the smallest type of anything in your mailings, and I think you
would agree that in this example it is not easy to read.

Mr. DAVENPORT. I would agree with you on that.

Senator COLLINS. Thank you. Senator Levin.

Senator LEVIN. Could we put Exhibit No. 13 up.!

Senator COLLINS. Senator Levin, I just want to interrupt to clar-
ify something that I have checked with my staff. The one that I
showed you is a new Reader’s Digest mailing. So there is still defi-
nitely a problem.

Mr. DAVENPORT. Yes.

Senator LEVIN. This is a letter of Reader’s Digest’s.

“So far over $159 million have gone to over 2 million people who
answered yes to our question.”

And then when you go to the end of the letter—I think the
Chairman read the beginning of that letter—and I want to now
have you look at the other board which has the end of the letter,
which says, and this is to you, Mr. Davenport: “Good luck, and re-
member the word that every winner since 1962 has used, yes.”

Now, you are representing to your readers that trust you that
every winner since 1962 has used the word “yes.” And then you
provide two envelopes, and I don’t know if we have those blown up
or not. One says yes and one says no in the same letter.

Now, you have just told your readers that every winner since
1962 has used yes. Do you not think a reasonable person would
then think that it would increase his chances of winning to use the
yes reply card?

Mr. DAVENPORT. The letter that you are showing is part of—be-
cause we were asked to look at the mailing piece, this piece, before-
hand—the letter is part of, obviously, a much larger mailing piece,

1See Exhibit No. 13 in the Appendix on page 187.
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and this is one letter in it. In this case, the yes actually refers to
entering the sweepstakes. There is no actually reference to the
product offering on that particular letter. But the wording is unfor-
tunate to use the word “yes” as opposed to an entry into the sweep-
stakes and will not be used.

Senator LEVIN. Well, you say unfortunate. It is misleading.

Mr. DAVENPORT. It will not be used—it has not been used again.

Senator LEVIN. Now, if we could get Exhibit 10 up again. This
is back to Time magazine.l

Ms. Long, in your testimony you have indicated that the point of
the mailings is not to convince people that they have won a prize.
Do you not think that a reasonable person, getting this kind of a
notice in the mail, might think that, in fact, that they have won
a prize when the big print, for instance, on the right says, this
woman is officially declared an $833,000 winner, and that is what
jumps out at her? There may be that real fine print above that,
which if she noticed, might say maybe she is not.

But is it not fair to say that a reasonable person, at least, might
look at that and decide, by God, they have won something?

Ms. LoONG. Senator Levin, that very small type that you refer to
is 12-point type.

Senator LEVIN. The point-size type isn’t the question. My ques-
tion is could not a reasonable person—I am not saying everybody—
but could not a reasonable person, receiving that in the mail, with
their name and with that number that is her number, that she is
officially declared an $833,000 winner, could not, at least, some
reasonable person believe, in fact, that they have won a prize?

Ms. LonNG. If that reasonable person had very poor eyesight,
then, yes, but I think the qualifying type in 12-point type which is
the same size as type in a standard letter, is qualifying type that
is directly adjacent to the headline.

Senator LEVIN. Can you read that type?

Ms. LONG. Yes.

Senator LEVIN. Right now?

Ms. LoNG. Yes. I have very good long-distance vision, as well. It
is not as good close up.

Senator LEVIN. Yes. A lot of reasonable people, and we had a lot
of them here yesterday, reading this very tiny qualifier don’t even
see that when they see the big notice below it. I think you won’t
concede that some reasonable people would not get that impression.
You are not going to concede that. I just simply say I think you
are wrong, and I hope we legislate otherwise, based on what I
think most people would say, which is that some reasonable people,
getting that in the mail, would reach the conclusion that they have
won something.

But I want to get back to the——

Ms. LONG. Senator, may I make a comment?

Senator LEVIN. Sure.

Ms. LoNG. I think that a lot of the people that we heard from
yesterday were sons and daughters of people who had been trying
to persuade their own parents that they need not make purchases

1See Exhibit No. 10 in the Appendix on page 182.
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in order to enter these sweepstakes and had failed to be able to do
that.

Senator LEVIN. After the homes of the parents were filled up
with boxes which had not been opened, then——

Ms. LoNG. And I think

Senator LEVIN [continuing]. Why the parents were so embar-
rassed and ashamed that they couldn’t even invite their kids into
their homes. Yes, at that point, then the kids

Ms. LoNG. The only point I am trying to make is I think it is
that, that we need to address.

Senator LEVIN. All right. Well, thank you.

The last question has to do with a provision in my bill which has
been referred to by Senator Edwards, and I want to ask each of the
four of you. Two of you have answered this. There are three provi-
sions that he pointed out or three possible statements that could
be made by the four companies in your mailings in big print that
he has referred to.

And I want to just refer to one that my bill particularly focuses
on, and that is the middle one, if you can put that up, which is that
a purchase—according to my bill. I am now going to read the bill—
that your notices would advise that purchases do not increase the
odds of winning. Purchases do not increase your odds of winning.
That is one of the focuses of my bill.

Two of you have been asked whether you have any objection to
that being in large print in your mailings, and I think both of you
have said that is subject to further discussion. So I want to ask the
two who have not responded, just on that one point, since that is
a key part of my bill.

Ms. Bernstein, do you have any objection to the law requiring
that you, in big print, put in that purchases do not increase their
odds of winning.

Ms. BERNSTEIN. Well, Senator Levin, now, all of our mailings
now include American Family promise which states, “No purchase
is ever required to enter. All entries have an equal chance to win.”

Senator LEVIN. I understand.

Ms. BERNSTEIN. It is prominent, it is large, and it is commu-
nicated.

Senator LEVIN. And it is different from this. My question is do
you have any problem with prominently representing and stating
to your recipients that purchases do not increase your chance of
winning or purchases do not increase your odds? Do you have any
problem with that statement in large print being required in your
mailings? I know you say there is something there which is similar
to it. My question, though, is do you have any problem with that
required to be included?

Ms. BERNSTEIN. We are willing to consider anything reasonable.

Senator LEVIN. Is that reasonable, in your judgment?

Ms. BERNSTEIN. I think this is the way it should be stated.

Senator LEVIN. So you don’t agree.

Ms. Holland, you have already said you would have problems
with it. Mr. Davenport, I think you have already answered the
question that you want to talk about it. Ms. Long, do you have any
problem with that being required in large print of your recipients?
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Ms. LoNG. Well, since you and I have already established that
we have different ideas of what is large print, I think what I heard
you and Senator Edwards say is that you want it in print as large
as any print in our package.

Senator LEVIN. Well, let’s just start out with large print, without
getting into whether it is as large as your biggest.

Ms. LoNG. I would certainly be willing to discuss that.

Senator LEVIN. Willing to discuss it, but offhand you cannot give
us a response as to whether you would have any——

Ms. LONG. A particular type size, [——

Senator LEVIN. No, not type size, just that it be required that it
be stated in your mail.

Ms. LoNG. I have absolutely no trouble at all with the odds.

Senator LEVIN. No, the middle line.

Ms. LoNG. With the middle one. I am not going to rule it out,
no. I would be open to it.

Senator LEVIN. That is the heart of the problem here, is that,
frankly, 40 percent of your recipients, according to the AARP poll,
believe that purchasing something will increase their odds of win-
ning. That is, also, it seems to me, the response of a whole lot of
reasonable folks. And that is really one of the issues that we are
going to be deciding here. If you have any further thoughts on that
question or the other pieces that Senator Edwards has gone
through with you, I know that we would welcome your comments,
for the record, on it.

But that, to me, is absolutely essential; that in large print, and
I agree, by the way, it ought to be as large as anything you put
in there, but in large print that you tell people purchases do not
increase your odds of winning, and that is a key provision in my
bill which I am going to be pushing very hard. So anything you
want to add for the record I know would be welcome on that.

Senator COLLINS. Senator Edwards.

Senator EDWARDS. I do have to tell you that I find it very sur-
prising that among the four of you no one agrees that you would
be willing to do that, even though you claim that this is informa-
tion that you want your customers to receive.

I want to ask you for a personal thing. Mr. Bagwell, who I asked,
I believe, Mr. Davenport about earlier, I believe has received—I am
not certain of this—but I believe has received mailings from all
four of your organizations. I would just like for you to search your
records, find out if he has, and if you would respond to my office
in writing, please, that he has, in fact, been taken off your mailing
list, I would appreciate that very much.?

With that, that is all I have, Senator.

Senator COLLINS. Thank you, Senator.

I just have one final issue that I want to raise in the time re-
maining. We have heard testimony and have received complaints
from consumers that when an elderly parent gets enthralled in the
sweepstakes game and makes excessive purchases, that it becomes
a vicious cycle because with each order that the consumer places
it triggers yet more mailings. I would like to get a sense of how

1See Exhibits No. 23.d., 25.b., 26.c., and 28 in the Appendix on pages 232, 242, 248, and 251.
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many mailings it is possible for one person to receive from each of
your companies in a year.

Ms. Holland, I would like to start with you. What is the maxi-
mum number of mailings that a person could have received from
your company in 1 year?

Ms. HoLLAND. That question was asked of us by the Subcommit-
tee staff.

Senator COLLINS. Right. I want to get it on the record.

Ms. HOLLAND. The number of mailings—I am sorry?

Senator COLLINS. I would like to have you answer it here.

Ms. HOLLAND. I believe the number of mailings that we said are
the maximum number of mailings in a year are 144, and we are
not sure if one individual could receive them all or not. We do not
track the information in that way.

Senator COLLINS. It is my understanding that it is at least 144,
plus there could be a certain number of test or affinity mailings;
is that correct?

Ms. HOLLAND. I believe that is the way it was stated. But, again,
we1 do not track by individual as to how many mailings an individ-
ual got.

Senator COLLINS. Well, I think that is a problem also. I mean,
144 separate sweepstakes solicitations is a huge number, and it is
going to the people who are most likely caught up in this vicious
cycle.

Mr. Davenport, how about Reader’s Digest, what is the maxi-
mum number that one consumer could receive from your company
in a year?

Mr. DAVENPORT. The maximum that was received——

Senator COLLINS. That was received.

Mr. DAVENPORT [continuing]. Last year was 122, which we pro-
vided your staffers. On average, it was six. And we’ll look

Senator COLLINS. But, see, that’s my point exactly. The person
who received 122 is the person who has responded time and time
again.

Mr. DAVENPORT. I think we have—we agreed to send you in writ-
ing what actions we are taking! as a result of—and addressing
these very high-activity, if you would like to call them frequent,
where they clearly are vulnerable, is something, instead of just put-
ting a safety net, as I call it, down, we are going to have to take
some very proactive discussions. From our research, we almost can-
not find them, but that doesn’t mean—we are going to have to take
special action.

Senator COLLINS. And I will give both Reader’s Digest and Pub-
lishers Clearing House credit for starting to take some steps to deal
with the frequent purchasers. I was shocked when I saw that Read-
er’s Digest in 1997 had 300 customers who purchased $10,000 or
more of merchandise, and that Publishers Clearing House had a
list of 125,000 people who purchased more than a $1,000.

Mr. DAVENPORT. I don’t think that figure is correct. I will give
you

Senator COLLINS. That is the information provided to us by your
company.

1See Exhibit No. 23.d. in the Appendix on page 232.
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Mr. DAVENPORT. Last year, no one, I don’t think spent as much
as $10,000.

Senator COLLINS. But that was a 1997 figure, which was the 300
purchasing more than $10,000, a truly shocking number.

Ms. Long, how many could one individual receive from your com-
pany?

Ms. LoNG. Unfortunately, when your staff asked this question,
we were not able to give them an answer without extensive pro-
gramming because of our very decentralized nature. Our databases
are vertical by magazine and very hard to aggregate a single sub-
scriber’s name across all of our entities.

Senator COLLINS. And I would suggest to you that that creates
a real problem when the adult children of victims are trying to
solve the problem. Because when they call you, they can’t even get
an answer of how many subscriptions there are, how much money
has been paid from one location. That was a complaint that we got;
that they had to go from all of the magazines that are sold by Time
Inc., individually, and it made it very difficult for them.

Ms. LoNG. And, Senator, we do credit you with bringing that to
our attention and are committed to building the systems required
to be able to do that in the future.

Senator COLLINS. Ms. Bernstein, how many from American Fam-
ily Enterprises could, how many solicitations could one individual
receive in a year?

Ms. BERNSTEIN. Well, Senator, we know that 81 percent of our
files received six or fewer mailings from us and a small number,
it is somewhere around 600,000, received 20. Now, in addition, we
have put in place a program that now is close to a year old in
which case we have identified the people for whom the “no pur-
chase necessary” letter may be insufficient and, in fact, we take
them off our list, and they have not been getting any further mail-
ings from us.

Senator COLLINS. So 600,000 people received 20 or more from
your company, sweepstakes solicitations, in a single year. And
there is a smaller percentage, which you have been unable to quan-
tify to date, that received significantly more than that; is that cor-
rect? That is the information

Ms. BERNSTEIN. That is not correct, Senator Collins. It depends
what you mean by “significantly more.” We don’t mail

Senator COLLINS. Well, why don’t you define that for me. Those
are the words from the responses we received from your company.

Ms. BERNSTEIN. Yes. What I would like to say is they received
more, and a small number may receive as many as 40, and that
is what they receive.

Senator COLLINS. I hope this makes you understand the problem
that we are dealing with. Because you are individual companies.
Consumers are not just receiving mail from one of you. They are
receiving mail from all of you. So start to add together the figures
that you have just given me, and you can see why all of us have
consumers who bring us literally boxes of sweepstakes solicitations,
and those are the consumers that are most likely to be taken in
by the very aggressive and, in some cases, deceptive marketing
techniques that we have talked about today.

Senator Levin, do you have a final question?
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Senator LEVIN. Just a couple questions as to which of your com-
panies rent your lists to other companies. And I wonder if each of
you could answer just that question first.

Ms Bernstein, does your company rent your list to other compa-
nies?

Ms. BERNSTEIN. Senator Levin, we do not rent our magazine sub-
scribers.

Senator LEVIN. How about your list?

Ms. BERNSTEIN. Well, I will tell you——

Senator LEVIN. Are there any lists that you rent to other compa-
nies, any lists at all that you rent to other companies?

Ms. BERNSTEIN. There is a small program of book buyers, of mer-
chandise buyers, that are rented.!

Senator COLLINS. Ms. Holland.

Ms. HoLLAND. We do not rent our mailing list.

Senator COLLINS. Mr. Davenport.

Mr. DAVENPORT. The magazine 2 years ago started to rent its
magazine subscriber list.

Ms. LONG. Yes, we do rent our list.

Senator COLLINS. And do you rent from other companies? Let’s
start with you, Ms. Long.

Ms. LONG. Yes, we do.

Mr. DAVENPORT. Yes, we do.

Ms. HOLLAND. Yes, we do.

Ms. BERNSTEIN. We rent names to acquire new customers.

Senator LEVIN. You acquire names.

Let me start with you, Ms. Long, one question about how many
letters a person could get that looked different about the same
sweepstake. We know from what you have testified to already that
at least two letters, looking different, for the same sweepstake
could go to the same person. What would be the maximum number
of different letters for the same sweepstakes that could go to one
person, different looking letters? Do you know or could you check
with your

Ms. LoNG. I would hate to hazard a guess. I am not sure whether
you are trying to—all of our magazines use the same prize struc-
ture. Is that what you are asking?

Senator LEVIN. The same what structure?

Ms. LoNG. The same prize structure. So at Time magazine——

Senator LEVIN. No, what I am talking about are two letters

Ms. LoNG. Two different magazines.

Senator LEVIN. No. They’re both from Time magazine.

Ms. LoNG. OK. But my point is that——

Senator LEVIN. It is the same sweepstake. You have already tes-
tiﬁedl to that. My question is how many different looking entry ma-
terial——

Ms. LoNG. Would Time magazine send someone?

Senator LEVIN. Yes, for the same sweepstakes.

Ms. LoNG. I don’t know.

Senator LEVIN. Could it be three, four, five, or six?

Ms. LoNG. If it were a renewal notice.

Senator LEVIN. For the same sweepstakes.

1See Exhibit No. 26.b. in the Appendix on page 247.
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Ms. LONG. Sure.

Senator LEVIN. Would you have any objection to—see, the prob-
lem here is that people then think they are getting entries to dif-
ferent sweepstakes and that they have not entered that sweep-
stakes already. Would you have any objection—I will go down the
linez? with this—to saying only one letter per sweepstakes per recipi-
ent?

Ms. LONG. I just have never thought about it that way.

Senator LEVIN. Mr. Davenport.

Mr. DAVENPORT. I think, as long as it is made very clear, that
this was not a unique entry, I would object, yes.

Senator LEVIN. You would object.

Ms. Holland.

Ms. HOLLAND. Yes, I would object. The sweepstakes have a start-
ing and ending date which is clearly outlined in the rules, and dif-
ferent mailings are sent throughout the life of the sweepstakes. I
don’t think there is anything wrong with that, and that is why I
would object.

Senator LEVIN. Ms. Bernstein.

Ms. BERNSTEIN. I am certainly not prepared to comment. But let
me tell you that each mailing is an entry to the sweepstakes, and
that is clear.

Senator LEVIN. I think what we have really seen here is that
sweepstakes are much—all of these promotions here are much
more than just simply a way to get people’s attention, to get them
to open the envelope. They become much more than that. And what
happens here is that the sweepstakes promotion has overtaken the
product promotion and that people are buying products that they
don’t need too often and don’t want in order to be eligible for the
sweepstakes, in their mind, or, in order to believe that they would
have a better chance of winning the sweepstakes. We know that
from testimony, we know that from the market testing which has
been done by groups such as AARP.

They are not used only to get a person to open an envelope, they
are used to get people to respond, and in responding, to order prod-
ucts. And too often those are products that people just do not need,
and that is, frankly, what this is about in terms of the abuses.

Nobody that I know of has a problem with marketing your par-
ticular products in ways that do not persuade or mislead people
that they have to buy something to enter or, what is more likely,
is that their chances of winning will be increased by entering.

And the design of these materials, as well as frequently the lan-
guage in these materials, and the way the type is set in these ma-
terials, is all intended to achieve that goal. And if it is not intended
to do that, then what we are seeing with our own eyes is deceiving
us. Because these examples clearly would lead many reasonable
people to believe that they have won the sweepstakes, and if they
enter in a certain way, that they can collect their prize—armored
car or otherwise.

And that is why these solicitations, the way they are used, have
become deceptive. They try to make people believe that they have
won something or that they are in a special category of people who
can win something or have a better chance of winning if they order
something.



107

And we have just learned that reputable companies are willing
to use these particular tactics. In one case, we learned that they
will use an outright lie in their mailing, and we just simply have
to try to put an end to it, hopefully, with your cooperation. But ei-
ther way, we have an obligation to legislate here, to close the loop-
holes in the existing law, and to toughen the law where there are
no loopholes to get at the abuses.

These mailings play on the emotions and the hopes of the Amer-
ican people, and they do it for profit. There is nothing wrong with
profit at all, but there is something wrong in abusing people’s
hopes in the way these mailings do too often.

And, again, with or without your cooperation—hopefully, with—
we just simply should act. And I hope in this Congress that we will
adopt many of our proposals which we have discussed, and I know
that all of us would welcome any further comment that you have
relative to the questions that we have asked or any other thoughts
that you might have for the record.

And, again, let me commend you, Madam Chairman, for your
leadership and for your convening these hearings. They have been
very helpful.

Senator COLLINS. Thank you, Senator Levin.

Senator Edwards.

Senator EDWARDS. Just very briefly. Madam Chairman, let me
also commend you for your wonderful work on this subject and,
Senator Levin, also, for conducting these hearings. I have to tell
you all I came here this morning with a hope, and I think even an
expectation, that I would leave the hearing feeling better about this
situation than I came to it with. That did not occur. I leave the
hearing more concerned than I came to this hearing with.

There are, it is clear, any normal person would look at these
mailings that have been displayed during the course of the hear-
ings this morning, and their response would be that they are in-
tended to fool people, to mislead them.

And when you are asked specifically about telling people about
their odds of winning, and that purchases are not necessary and
do not improve their chances of winning, and that these mailings
are, in fact, computer generated, and when, in one specific in-
stance, you are asked about an outright lie in a letter, your re-
sponse is to defend, to say we are willing to negotiate, we are not
willing to agree that these suggestions that you are making are ap-
propriate, I think leads me to a simple conclusion, which is we
have to deal with this problem because we have got to make sure
that people like Mr. Bagwell, in North Carolina, are not inundated
with these mailings, are not victimized by them and that they are
protected.

And I, along with Senator Collins and Senator Levin, I think in-
tend to do everything in our power to do that. But I do thank you
all for being here.

Senator COLLINS. Thank you, Senator Edwards.

Before adjourning this hearing, I want to make just a couple of
comments. What troubles me most about what we have heard dur-
ing the past 2 days is that you are the legitimate sweepstakes com-
panies. You are the leaders in your field. You are companies whose
reputation is high. And yet what we have heard is a pattern of de-
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ception, of misleading copy, of taking advantage and exploiting el-
derly people that I think should cause all of you great concern.

In subsequent hearings, we are going to focus on fraudulent
sweepstakes, those in which no prize is ever awarded or a con-
sumer is forced to pay for something with no product at all. But
I have to tell you that, in many ways, I think you, the legitimate
companies, do far more harm than those outright fraudulent com-
panies because your reach is so far.

You enter the mailboxes of virtually every American. That trou-
bles me greatly. It troubles me that I have heard such an over-
whelming pattern of highly aggressive and highly deceptive tech-
niques that are used to market your products.

I am going to ask you today to not only adopt internal reforms,
but to work with us in a constructive way, so that we can have a
tough new Federal law that ensures that we do not hear of any
more Mr. Halls. That we do not hear from constituents whose rel-
atives have spent tens of thousands of dollars, who have squan-
dered their life savings, spent their Social Security checks, bor-
rowed money thinking that if they made a purchase that grand
prize was going to be there.

I am very troubled by what I have heard. I invite you to be part
of the solution. I do appreciate your being here today and your co-
operation with this investigation.

I also want to thank the staff which has worked very hard on
this investigation—Kirk Walder has been the chief investigator—
Senator Levin and his staff, as well as Senator Cochran and his
staff have also been very involved in the investigation.

I thank you for your attendance. The Subcommittee is now ad-
journed.

[Whereupon, at 12:40 p.m., the Subcommittee was adjourned.]



APPENDIX

PREPARED STATEMENT OF EUSTACE HALL

My name is Eustace Hall and I am here today to tell of my unfortunate experi-
ence with sweepstakes. I am a 65 year old retired medical technologist. I currently
work for AT&T selling mobile phones. I had to take this job with AT&T due to debts
I incurred while playing sweepstakes.

I asked my daughter Angela to accompany me here today, as this is a difficult
topic for me to discuss. I first began entering sweepstake’s at the end of 1992. 1
began entering sweepstakes because I wanted to provide my daughter Angela, who
was in law school at the time, with more financial assistance. I am proud to say
Angela is now an attorney, but the money I thought I was due from the sweepstakes
never came.

I now realize that the letters I received from sweepstakes misled me into making
unnecessary and excessive purchases. I estimate I have spent $15,000 to $20,000
from 1992 to the present on sweepstake purchases. I have had dealings with all of
the major sweepstake companies including Reader’s Digest, Publishers Clearing
House, United States Purchasing Exchange, Michigan Bulb Company, American
Family Publishers and others.

Every time I made a purchase I always looked for the cheapest products. I always
made purchases because I believed that through purchases I increased my chances
of winning. The mailings always looked official and they used a lot of tricky phrases.
The letters were confusing. They always led me to believe that I had to purchase
products to win. I thought that my past purchases made me more likely to win.

I was not aware of the “no purchase” option. The instructions which were written
on the back of these sweepstakes entries were so small and hard to read that I could
not read them without a magnifying glass. Moreover, I believed from the letters I
received that my purchases gave me a better chance of winning. After all the time
and money I spent I have nothing to show for it. I have never won anything.

The sweepstakes used phrases that made me think I was a winner and that the
prize was guaranteed and bonded. Over the years, I received many personalized let-
ters from the sweepstakes companies thanking me for being such a good customer
and telling me that my chances of winning were good or that it would soon be my
time.

I have a copy of a letter from Dorothy Addeo, Publisher’s Clearing House Contest
Manager. I would like to read a short portion of the letter.

“My boss dropped into my office the other day, sat down and sighed.

“What’s the story with Eustace Hall? I see that name on our Best Customer List,
on our Contenders List, on our President’s Club Member List. But I don’t see him
on our Winner’s List. Their must be something we can do to change that. It’s not
right when someone as nice as Eustace Hall doesn’t win.”

This is just one example of how I was lead to believe that my prior purchases
made me special. I purchased things I did not need, magazines I did not read. Some
of the stuff I purchased I never even opened. I stored the things in my garage and
attic and tried to sell some at garage sales, but I got very little money for the stuff
since most of it is just junk.

Another thing that cost me a lot of time and money was entering the sweepstakes.
I was informed by Publisher’s Clearing House that if I returned my sweepstakes en-
tries within 24 or 48 or 72 hours, I would win a specific prize. I often drove 20 miles
to the main post office to make sure my entry would get there in time. I often spent
money to send the entry in an express or priority envelope just to make sure I
would meet their deadlines.

Super Bowl Sunday was always a very depressing day for me. Super Bowl Sunday
is when the Prize Patrol delivers the big prize. I always thought it was going to
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be my lucky day, but the Prize Patrol never came to my door. I always became very
depressed after I did not receive a visit from the Prize Patrol.

I now realize that I was not special. I never was close to being a winner. They
just sent me mailing after mailing with each one making it seem like I was closer
to the prize. Well, they are the ones who won the prize—all of my money. Playing
the sweepstakes cost me a lot. I had to return to work. I refinanced my house sev-
eral times. And, I had to borrow from my pension fund 4 or 5 times to pay my
sweepstakes debts.

I thank you for the attention you are paying to this matter. If new laws help to
stop someone from going through what I had to endure you have done a good job.
It just is not right the way these companies are allowed to mislead and feed upon
good peoples’ trust.

PREPARED STATEMENT OF CAROL GELINAS

My name is Carol Gelinas and I would like to tell you how my late father, Clyde
Schott, was victimized by sweepstakes promotions. My father had been a middle-
management sales executive for the Crane Company, in Chattanooga, Tennessee.
After his retirement in 1977, he worked part-time for several years for the TVA to
“have something to do.” Following the death of my mother in 1982, he lived alone
in Chattanooga until 1991, when health problems forced him to move to Bangor,
Maine, where my husband and me live. He then moved into an assisted living facil-
ity. At the time of his move, he had granted me power of attorney in anticipation
of possibly needing help in the future. Up until this time, he had handled all of his
own affairs, including managing his investments, which he continued to do for some
time after the move. My dad successfully invested his money, monitored his stock
and mutual fund investments, while at the same time his sweepstakes related pur-
chases became excessive. Due to health problems, approximately 15 months after
his move to Maine, I became involved with his personal affairs. It was at this time
that I became aware of the amount of money he was spending in connection with
sweepstakes promotions.

In trying to balance his checkbook, I discovered that he was writing 30 to 40
checks each month, when his only bills were his rent, telephone, and cable TV. Most
of the checks ranged from five to twenty dollars, and frequently he had written
many checks to the same organization for the same amount of money. I estimate
that over a 14 year period, from 1982 through 1996, dad spent approximately
$60,000 on sweepstakes related mailings.

When we visited him, my father often had small items of costume jewelry, watch-
es, synthetic unset gems, and other such trinkets that he wanted to give me. He
said these were “free gifts” to him, and he had no idea why he had received them.
In actuality, he had returned purchase agreements that promised a “free gift,” not
realizing that he had ordered books (which his poor vision prevented him from read-
ing), audio and video tapes, music boxes, vitamins, etc.

Even though I possessed power of attorney, I found it very difficult to curb these
abuses. My father had always been a very independent person, and it was important
to his self-worth to remain at least partially in control of his affairs. I had explained
to him many times that these “free” gifts were not free, but he truly did not under-
stand. I finally managed to set up a separate checking account for his use, into
which I deposited $300 a month, knowing full well that all of it was spent in the
vain expectation that he was about to win a fortune in a sweepstakes promotion.
He ordered tapes, books, videos, and gift subscriptions for other people, believing
that he was so close to winning that these purchases would virtually guarantee it.

Particularly insidious were the “personal” letters addressed to him that led him
to believe that he was one of two or three finalists in sweepstakes promotions. He
did not understand that these were generated by a computer: if the internal address
was to him personally, at his residence, and began “Dear Clyde,” he was certain
that he had been selected for special consideration. (He always referred to these as
“letters” and greatly enjoyed receiving them, even if he received 30 or more identical
ones from the same organization on the same day. They made him feel important,
and he would often tell me with great satisfaction how many “letters” he had re-
ceived that day). In tiny print, often in a shade of gray on a gray background, these
“letters” accurately gave the odds of winning as one in a hundred million or more.
But these were literally invisible to him. Others informed him that he was a “guar-
anteed winner” and that all he needed to do to receive his prize was submit a proc-
essing fee, amounting to five to twenty dollars. The prizes included such things as
checks for twenty-five cents, and many of the trinket items that, as far as he was
concerned, were of great value and arrived “out of the blue.”
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Two of the biggest problems were Reader’s Digest and Time-Life audio tapes. He
had accepted “free gifts” that enrolled him in automatic purchase plans. When the
first purchase item arrived, he would give it to me, not knowing why he had re-
ceived it. When I contacted Time-Life, I learned that he had made purchases of over
$1,500 in merchandise in one year, all of which he thought was free. This company
was helpful in disenrolling him once the outstanding bills were paid and discontinu-
ing mailings to him. Reader’s Digest, however, was extremely difficult to deal with.
I called the customer service number on several occasions to direct them to remove
his name from their mailing list. I always paid the outstanding bills (amounting to
hundreds of dollars) and sent them a copy of my power of attorney. However, as
soon as he was disenrolled, they sent him another promotion and enrolled him
again, beginning the cycle all over. What finally stopped this was nothing I was able
to do, but his failing eyesight. This led him to give me all of his mail, and I was
able to intercept the continuous bombardment of Reader’s Digest promotions.

Unfortunately, one outcome of these encounters was my father’s suspicion that he
really HAD won millions, and that I had somehow taken it. When my husband and
I went on vacation, or on one occasion when we bought a new car, my father was
very suspicious about how we could afford these things.

PREPARED STATEMENT OF PATTI McELLIGOTT

My name is Patti McElligott. I live in Tyler, Texas where my husband and I own
our own lawn sprinkler company. I have come to you today to share my family’s
account of mail abuse by both magazine companies and so called charities.

My husband’s father, Joseph P. McElligott, Sr., was a retired Army Lt. Colonel.
He was active in the community and church and took care of all of his affairs until
he was moved into a retirement center in 1998. Mr. McElligott started playing
sweepstakes in 1992. For quite some time, my husband had been after him about
the amount of mail that he received. He also emphasized that he couldn’t and
shouldn’t believe everything that he received in the mail.

After we moved my father-in-law into a retirement center, my husband and I
went to his home and removed the mail so that we could go through it and deter-
mine what needed to be dealt with and what could be thrown away. I took out 13
thirty-three gallon trash bags of mail. Ninety nine percent of what I threw away
was from sweepstakes, contests, or various organizations asking for money. Many
were multiple copies of the very same mailing.

We immediately had all his mail forwarded to us at our office and made sure that
his phone number at the retirement center was unlisted. I began receiving numer-
ous magazines, sometimes as many as 20 in one day. At first, I threw them aside
thinking that the subscriptions would soon expire. The magazines continued to pour
in. I began to notice that we were getting multiple copies of the same magazine.
Five issues of Time, three issues of TV Guide, 2 issues of Guns and Amino, and on
and on.

On August 5, 1998, my father-in-law died. At that point, I was able to actively
do something about this large volume of mail. One day, I happened to look at an
expiration date on a label of the magazine and noticed that the subscription went
past the year 2000. At that time, I started to look at all the labels and noticed that
almost all of them expired somewhere past the year 2000. One subscription to U.S.
News and World Report ran to the year 2018. I began to call the various magazines
and requested refunds.

When I called the magazine companies, more times than not, I would be told that
the subscription was through American Family Publishers or Publishers Clearing
House. After making several calls to American Family Publishers and Publishers
Clearing House to request refunds, my father-in-law’s records mysteriously dis-
appeared. After insisting that records must be there and that the IRS requires all
information to be available for 7 years, we were told that we had to speak to a su-
pervisor, none of whom were ever available.

To date, we have deposited or are expecting nearly $3,000 in magazine refunds.
We still have some we have not had time to contact. We did find it interesting that
some organizations, like NRA, consider the “fee” to be a contribution and the maga-
zine was a gift. Therefore, there would be no refund.

After going through most of the records, we found canceled checks in the amount
of $8,704.09 for United States Purchasing Exchange, $1,075.71 for Time Warner-
Sony Sound Exchange, $1,931.09 for Time Life Books, $10,098.68 for Reader’s Di-

est, $2,088.85 for American Family Publishers, $3,090.08 for Easton Press,
%6,797.52 for Publishers Clearing House, $123.64 for Magazine Express, and
$1,776.53 for Astronomy Book Club. In total, we found canceled checks which to-
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taled more than $34,000, for the above listed companies. Additional checks made out
to individual magazines along with the above listed companies total $53,335.13!

My father-in-law had subscribed to over 158 different magazine titles. Many of
the checks were made out to the magazine itself, but we have noticed that the
checks were being deposited into the account of American Family Publishers. He
also had multiple subscriptions to the same magazine. The most blatant abuses
were 32 subscriptions to U.S. News and World Report with 17 of them going
through Publishers Clearing House, 4 through American Family Publishers, and 11
through the magazine itself. There were also numerous subscriptions to Time and
TV Guide.

I firmly believe that my father-in-law’s name had been passed onto a “sucker list”
for questionable charities as well. We have not sorted and calculated all of the
checks but it will surpass the amounts on the magazines. The common thread seems
to be again, sweepstakes, contests, and the promise of winning money. We have
worked with the Post Office since the end of October to save all “junk” mail and
we pick it up from them. Since the end of October, we have amassed 3 large archi-
val storage boxes of junk mail including contests, sweepstakes, and charities, most
of which are bogus. We noticed quite a few from Topeka, Kansas. The Post Office
Boxes are very similar with merely a few numbers difference. We have contacted
the Better Business Bureau in Topeka and requested information of the various or-
ganizations. We were told that every year they send out a form and ask for informa-
tion. Legitimate charities and organizations return them. None of the ones we had
were listed, with the exception of one.

These are the highlights of what we discovered in reviewing my father-in-law’s
check registers and mailings. We have boxes of mail proclaiming Mr. McElligott as
the winner of millions of dollars. This mail abuse on our elderly must stop. My fa-
ther-in-law came from a generation that was trusting and could not believe that
people would actually try to swindle them. Many elderly people are just as trusting.
I assure you, there are many more Joseph McElligott’s out there. I hope these pro-
ceedings will heighten the awareness of this issue to prevent other families from
having to endure this abuse.

PREPARED STATEMENT OF STEPHANIE BEUKEMA

My name is Stephanie Beukema. I am a licensed psychologist from Cambridge,
Massachusetts. I am here today to tell you about my mother’s involvement with the
purveyors of junk mail.

My mother always invested her money wisely and lived frugally until she became
involved with sweepstakes. She got involved through the promise of prize money
from companies like Reader’s Digest and Publishers Clearing House in order to re-
plenish her savings after treatment for breast cancer. The lure of luck and personal-
ized letters that seemed to single her out led her to respond to several mailings from
several companies. She spoke about her “ship coming in”, and asked why she
shouldn’t be as lucky as the next person. She would receive letters that “promised”
a reward for an immediate response. She would dutifully respond, immediately sure
that she was within the time parameter. Her excitement built. She’d been told to
have several family and friends available for that lucky moment when she would
receive her prize money and benefits. This moment kept getting put off. It didn’t
diminish her belief. But six months became a year and a year went to a year and
a half. She believed what she read in the letters. My mother was very trusting of
traditional organizations like the Post Office and Reader’s Digest.

As she became more involved, her mail-driven activity took up more and more of
her life. She couldn’t leave her home to visit family and friends overnight because
she might miss a mailing or a surprise visit from a company representative. She
had to be there to get the mail everyday. There was more and more mail with boxes
of it arriving on a daily basis. Who could find the gas bill and the tax bill in all
those letters? She began to irregularly pay her ongoing bills as she started juggling
money so she would have enough to send to Publishers Clearing House, The Lottery
Doctor and American Purchasing Company. She couldn’t even pay large expenses,
like homeowners insurance and property taxes, because she didn’t have enough
money in her account. She then stopped paying for the magazine subscriptions she’d
ordered, and the debts began to mount and they went into collection.

She became very defensive with her family and friends, and insisted that she was
as likely to win as anyone: “Someone has to win and why shouldn’t it be me?” she
would ask. She was in danger of having her house and property repossessed for non-
payment of taxes when I, along with my siblings, stepped in and suggested that she
needed some help. In her house, there were literally narrow paths between boxes
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of unopened mail, stacks of magazines, books and videos, and boxes of merchandise
she’d ordered.

After participating in sweepstakes for 18 to 24 months, she had spent somewhere
between $60,000-$80,000. She had sold stocks, had thousands of dollars in credit
card debt and, most humiliating for her, she had lost her good name in town. She
was frightened she would be seen as losing her faculties, so she hid more. She vol-
untarily gave financial power of attorney to my brother, who was responsible for my
mother’s finances until her death in December 1998.

In October 1994, I stopped all junk mail in my name from coming to my house.
I was unable to do so for my mother at her house. In some cases, it was nearly im-
possible to contact some of the sweepstakes companies because they did not include
addresses on their packages. Many people are vulnerable to fraudulent mail prac-
tices because they are more trusting of the signs of legitimacy, like the name “Read-
er’s Digest.” They are vulnerable to letters that appear original and personalized
when, 1n fact, they go out to hundreds of thousands of people. They respond to what
seems friendly, exciting, and promising. It is shameful what passes as legitimate
and accepted business practice when it decimates a person’s sense of themselves as
well as their livelihood.

I am reasonably intelligent and not yet elderly. I could easily spend several hours
a day trying to understand the “fine print” that is included in much of the mail that
comes to my house. I spend several hours a week protecting myself from unwanted
solicitation. While the laws that exist may be sufficient to protect me as a citizen,
I really don’t think they are adequate to protect unusually vulnerable populations
like the elderly, which are not as capable of protecting themselves from deceptive
sweepstakes practices. I also am very troubled when I begin to consider that the
government itself can be seen as legitimizing these practices by implicitly condoning
fraudulent and unethical scamming as legitimate. The mail is delivered to your
house by government employees. It all looks legitimate but what comes to pass is
shameful and secret.

I would like to thank you for allowing me to share my mother’s story with you.
I hope that, through these proceedings, other senior citizens will be spared the pub-
lic embarrassment and humiliation that my mother experienced.

PREPARED STATEMENT OF CHARLES DOOLITTLE

My name is Charles Doolittle, I am from Inverness, Florida. I am here today to
share the story of my parents involvement with sweepstakes. My father, age 84, is
a retired executive from a Fortune 500 company and my Mom, age 83, is a home-
maker. They live close by, and I now have power of attorney for their affairs.

My parents initially became involved in sweepstakes in 1992. My parents rou-
tinely participated in sweepstakes offered by United States Purchasing Exchange,
Publishers Clearing House, Reader’s Digest, American Family Publishers and as-
sorted charities seeking donations. Mom and dad always purchased items believing
that purchases enhanced their odds of winning.

Mom and dad bought magazines they never read and products of little or no use
to them. They purchased numerous compact discs and VCR tapes even though they
didn’t have a CD player or a VCR.

I have brought checks here which reflect money they spent on these mailings in
1997 alone: $704.30 to American Family Publishers, $3,036.60 to Publishers Clear-
inghouse, $1,713.28 to Reader’s Digest, $260.90 to Time, $3,993.07 to United States
Purchasing Exchange and $413.06 to assorted charities. This totals $10,121.37 for
1997 alone.

I believe our nation’s seniors are very susceptible to the deceptive mailing prac-
tices of some companies. It always amazed me when I went to visit Mom and Dad
and saw the pile of solicitations they received on a daily basis. There always was
a pile on the dining room table of sweepstakes, many which stated they were a win-
ner or a finalist. The mailings implied that they were valued customers and that
because of their past purchases they would soon be big winners.

I asked my mailman if the sweepstakes offerings they received was an unusual
amount, since they seemed to receive more than their share. The mailman told me
he had several people on his route who received numerous sweepstakes offers every
day. The mailman said that most offers seemed to go to elderly widows.

The last few Super Bowl Sundays have been tough. Mom has been convinced that
her prize would be delivered on Super Bowl Sunday and insisted on being home to
collect her winnings. Mom believed that the Prize Patrol was going to show up on
her doorstep to deliver her Grand Prize.

I also have a complaint with the billing procedures. I believe some of these organi-
zations may double bill and double ship merchandise to unsuspecting seniors. Cus-
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tomers end up sending payments, placing more orders, and the cycle continues. It
is like watching someone take money right out of my parents pockets and there is
nothing I can do.

I have tried contacting companies to get my parents names off mailing lists but,
to this day, the offers continue to roll in.

It may be to late for my parents, as they have already lost thousands of dollars.
It is my hope, however, that these hearings will shed some light on what I believe
to be a fraud perpetrated upon the most vulnerable and trusting seniors.

PREPARED STATEMENT OF DR. KAROL CARTER, DVM

Madam Chairman and Members of the Subcommittee, my name is Karol Carter
and I reside in Troy, Michigan. I would like to say I am here on behalf of my 86
year old father, Allan Carter, but he currently is upset that I am attending these
hearings. He is concerned that I am ruining his chances of winning a Reader’s Di-
gest sweepstakes when he, and I quote, “Am getting close to winning.” My father
has a doctorate in organic chemistry and retired from Chrysler Corporation. He re-
sides with my 84 year old mother in a condominium in Troy. I have never ques-
tioned his intelligence, but since the sweepstakes began all sense of reasoning with
him has become impossible. He has never gambled in his life nor will he play our
State lottery.

The problem began innocently enough with his first entry to a Reader’s Digest
Sweepstakes about 15 months ago. He suddenly was inundated with contests from
all over the United States, Australia, England, and Canada. I began a serious effort
to halt this by contacting the Postal Service and was advised to write the Mail Pref-
erence Service Direct Marketing Association in Farmingdale, New York. I wrote
twice, the last date July 8, 1998. I have mailed 26 certified letters to 26 companies
who have contacted him, requesting the stoppage of all solicitations and that his
name be removed from the mailing list. Copies of those letters have been provided
to the Subcommittee. I requested a letter of response. I also stated that a copy of
the sweepstakes had been mailed to the Consumer Protection Division of the Michi-
gan Attorney General’s Office and also the U.S. Postal Service. I actually only
mailed complaints regarding Motor Vehicle Awards, SETA Corp., and Reader’s Di-
gest to the Attorney General, in April 1998. I received written responses from the
Attorney General stating that the information had been received and that letters
had been written to the organizations.

My father is totally convinced that these contests are legitimate. The marketing
concepts of these companies are cunning. All sweepstakes are associated with mak-
ing a donation, paying an entry fee to upgrade your winnings, or making purchases.
Small print notifies “no purchase necessary to enter.” If you decline to purchase or
to upgrade, the address for your “NO” entry is different from the address for “YES,
I'd like to buy something.” My guess would be that one leads to a trash dumpster
and the other to company profits.

An example of this is the Motor Vehicle Awards entry which states, “You have
been identified as an award recipient in a national sweepstakes. You, Allan Carter,
are guaranteed to receive a brand new automobile or cash award. There is no mis-
take your award is waiting to be claimed. Your award has been confirmed by our
auditing department and is formally identified by the award registration number
that has been preselected and assigned by Motor Vehicle Awards. Legal Title to the
brand new Chevy Malibu will be executed and transferred to you, Allan Carter, pur-
suant to and in accordance with the Motor Vehicle Code of the State of Michigan
and the regulations of this presentation as they appear on the reverse side of this
document. In addition an Optional Commodities Package with a fully redeemable
value of over $2,500 is being held pending your submission of the standard acquisi-
tion fee.” The fee is $14.98. The award registration form asks to verify the correct
name and address, but also requests a telephone number and if you have a Visa
or MasterCard. The back of the form states that the winning claim number has
been preselected and that 3,000,000 copies have been mailed. My father entered this
contest July 1998. Further reading reveals that all entries must be received by Au-
gust 31, 1999. The Grand Prize will be awarded on or about October 1, 1999. This
allows Motor Vehicle Awards a year to collect $14.98 from those willing to fall for
the Commodities Option as he did.

Another sweepstakes gimmick is games of skill. Games such as Cash 21 require
you to try to obtain the highest possible total score with the last two digits of the
solution not exceeding 21. You continue to receive new entries to the same contest
to break your tie score with other contestants. My father received eight entries on
the same day in the mail. All were to the same contest but with each a different
ID Number. A $1.00 processing fee is required for each entry. If you do not continue
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to the next level, you receive further mailings stating, “You are in danger of losing
out on a potential GRAND PRIZE.” I was receiving daily calls to help him on this
contest. This math project I dumped on another family member. Unfortunately the
rules state, “Evidence of collusion or use of computer devices other than calculators
are grounds for disqualification.” This contest mercifully ended September 30, 1998.

Sweepstakes are also supported through “Donations.” The contest states that most
“winners and entrants” include a small donation to help provide food, shelter, medi-
cal supplies or whatever for animals, children, or veterans. Boxes are normally
marked $10, $15, $50, etc. My father, generous soul, enters these “ free” contests
with a $50 or $100 donation, foolishly thinking the money is all going to help the
needy—not run the contest. This method is used by Easter Seals, Little Shelter,
Miracle Flights, Wildlife Fund, Missing Children, Childhood Leukemia Fund, the
Paralyzed Veterans, the Disabled Veterans and so on. Once a donation is made you
will receive a similar request on a monthly basis.

Finally we have the contests associated with (1) magazine subscriptions, (2) clubs
such as the Travel Club, or Favorites from the Classics, and (3) the purchase of
catalogue items. At 86 years of age my father has all the possessions he and my
mother should need, or so I thought. Now thanks to Reader’s Digest, American Fam-
ily Publishers, Time, Life, U.S. Purchasing Exchange, etc., he has enough videos to
open a video store—about 200—and at least 150 compact discs. These items are sold
at inflated prices and the quality is often poor. Many of these video cassettes have
not ever been opened. This leads me to believe that he did not want them. He pur-
chased them to increase his chances of winning. He saves all the packing boxes to
appease me, “because they can be returned for a full refund.” He really had no in-
tention or need to have a magic feather duster, plastic microwave dishes, jewelry,
imitation crystal plastic vases, rear view mirror magnifier which does not work and
is dangerous, and the electronic stud detector. Of course, sadly, many of the maga-
zine subscriptions are sent to family members or my office so we are all on the
dreaded LIST.

Many contests implore you to act quickly. Entries must be returned by “next
Tuesday.” They arrive by bulk mail with no date. Most envelopes are official looking
with words such as “Very Important Issuance,” “Notice Authorized by Executive
Order,” and “Special Advisory.” Some contain promotional $1,000 bills. The odds of
winning vary from 1 in 3,000,000 to the ridiculous Readers Digest 1 in 85,000,000.
One has a greater chance of being struck by lightening. Of course, all winnings go
only to the named contestant. Father stands a good chance of not even being alive
by contest end. He thinks the money will go to his estate and help care for my moth-
er. That is the beauty of preying on the elderly—they may not even be alive to col-
lect the total amount which is paid out over 30 years, should any of them become
the 1 in 85,000,000.

What is this costing him? I feel like Sherlock Holmes sneaking his financial infor-
mation. Checks written for less than two months last year amounted to $1,400.
Charge card expenses for one month amounted to $980, with $680 to United States
Purchasing Exchange. My mother suffers from a dementia which, regarding this
mess, is probably a blessing as she has no idea how much money has been wasted.
My pursuits have been as follows:

(1) My parents have had an unlisted telephone number for 15 years to prevent
unwanted solicitations. I had the number changed again after he was Conned out
of $9,880 over the telephone by some smooth talking “attorney” who had obtained
his unlisted telephone number from one of the sweepstakes companies. The Cash-
iIers 1Check was delivered by Federal Express to Quebec, Canada, but cashed in

srael.

(2) His Visa Card company issued him a new card.

(3) I contacted the Oakland County Probate Court to consider petitioning for con-
servatorship. I cannot take over control of the funds of a man who can still drive,
shop, get to appointments, take medications properly, and care for my mother. He
functions normally in every other way. Though this would stop the sweepstakes it
is too brutal. One might say that his behavior is not “normal” and certainly at this
point it is an addiction. The contests give him something to do while caring for my
mother. He was once an avid reader but that has been replaced by sweepstakes.

I have read through statements from Ms. Collins, Mr. Levin, and Mr. Durbin re-
garding the Deceptive Mail Prevention and Enforcement Improvement Act (S. 336)
and The Deceptive Games of Chance Mailings Elimination Act of 1999 (S. 335). 1
am here today to lend support for those bills. I am not naive enough to think that
these operations can be completely stopped by these bills, but the proposals provide
exactly the kinds of controls and protections that I hope can be established. Some
say here goes government meddling. I am both thankful and grateful for your ef-
forts. This concludes my testimony.
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PREPARED STATEMENT OF J. JOSEPH CURRAN, JR., ATTORNEY GENERAL,
STATE OF MARYLAND

Thank you for the opportunity to speak to you about an issue that affects all
Americans but is, I believe, of most critical importance to senior citizens. Direct
mailings, and sweepstakes specifically, have become a multibillion dollar business,
with a reach into virtually every home in this country. While many direct mail out-
fits are legitimate businesses, there is a persistent and growing segment of this in-
dustry which uses deceptive, misleading and illegal methods to bilk our most vul-
nerable out of their hard-earned money. These sweepstakes solicitors are experts at
making people think the unthinkable and believe the unbelievable. In short, they
are masters of delusion. These practices must be stopped, and I commend Senator
Collins and this Subcommittee for holding hearings to address the problem.

First, the size and reach of the sweepstakes industry, and thus the scope of this
problem, is enormous. While this may seem an obvious point, it is actually difficult
to ascertain exactly how large the industry has become, and many of the large com-
panies will not release revenue figures or mailing results. We do know that nearly
one-third of all new magazine subscriptions are generated through sweepstakes,
which makes them worth millions to publishers whose revenues from advertising
are tied to circulation figures. A sweepstakes mailing for magazine subscriptions is
four to five times more likely to produce an order than a simple direct mailing, with-
out a prize or contest. Two of the largest companies send more that 400 million
mailings into American households each year, and a successful sweepstakes mailing
will generate subscription orders from at least 10 percent of the recipients. Thus,
sweepstakes are powerful, effective tools of persuasion being used to reach millions
of Americans each year.

I witnessed this first-hand when I instituted Maryland’s first Senior Sting last
year. The initiative was designed both to identify the organizations preying upon
Marylanders for enforcement purposes, and to heighten consumer awareness of
these scams. Five hundred senior citizens from all over the State collected their mail
solicitations for a month, and the amount of mail they received was in itself indic-
ative of the breadth of this problem. They collected over 10,000 pieces of mail, of
which about 40—45 percent were sweepstakes. We believe that while roughly 10 per-
cent of the mailings were actually fraudulent, a far greater percentage were decep-
tive, confusing, or misleading

What do I mean by deceptive or misleading, in contrast to fraudulent or illegal?
A fraudulent sweepstakes would, for example, solicit money from participants with
no intention of ever awarding anyone a prize. An illegal sweepstakes might award
prizes to one out of every 800 million entrants, but it would fail to disclose the
chances of winning, require paying a fee or purchasing a product in order to partici-
pate, or violate other laws governing sweepstakes. These operations are clearly un-
acceptable, and we must do all we can to put them out of business

There is a far greater segment of this industry, however, which complies with the
letter of the laws governing sweepstakes, but utilizes unconscionably misleading
and confusing tactics of persuasion. Some of these ploys are well-known to you, I
am sure. For example, we found many sweepstakes during Senior Sting in which
the envelope blared “You are a winner—a guaranteed winner of our $100,000 grand
prize!” in huge, bold letters. It would be only in the smallest possible type above
this headline that the careful reader might notice the preceding sentence. “Return
the Winning Prize Entry and we will announce” that you have won the $100,000.
It is, of course, likely that many readers will not even notice the caveat, particularly
those with poor eyesight. Moreover, it is very confusing and could easily be under-
stood to guarantee winning as long as the entry is returned, which is completely
untrue.

There are countless other examples: the sweepstakes that does a better imitation
of a government document that some government documents do; the “free” prize
which turns out simply to be $100 toward a $600 stereo you must buy; the sweep-
stakes that claims you need not subscribe to any magazines in order to be eligible
for the prize, but instructs you to send your entry to headquarters only if you do
subscribe, and to send it to a post office box in Iowa if you do not. Indeed, sweep-
stakes companies employ the best marketing and promotion experts, copywriters
and graphic artists to develop ever more enticing and effective pitches, all designed
to make you believe you have won or will win if you just take one more little step—
like mailing in your entry form along with a magazine subscription. And for far too
many Americans, that “one more little step” ends up in heartbreak, with a lifetime
of savings gone and nothing but humiliation to show for it.

Anyone can be vulnerable to these scams, but statistics show that the elderly fall
victim most often. Estimates are that senior citizens represent over half of the peo-
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ple on “mooch” lists, which are lists the industry compiles of past victims or people
likely to respond to mailings. Experts in gerontology are conducting studies to un-
derstand better why the elderly are particularly vulnerable, but there are some
theories which make sense. For example, senior citizens more often suffer from fail-
ing eyesight or other physical and mental disabilities which can impair their ability
to distinguish between the legitimate and illegitimate mailing. They are often lone-
ly, and thus more susceptible to the excitement offered by the sweepstakes and less
able to consult with someone else about the advisability of responding to a mailing.
They also sometimes have more disposable income than younger people; we are fair-
ly certain, for example, that sweepstakes companies do not concentrate on college
dormitories. Finally, older folks grew up in a different era, where people tended to
be more trusting, had faith in things that looked official, and were less apt to risk
being impolite by saying no, hanging up the phone, or throwing away their mail.

In sum, I believe this industry has gotten out of hand, and I am pleased that the
Senate is taking a hard look, at the problem. State Attorneys General around the
country are stepping up both enforcement and consumer education efforts in this
arena. We are, for example, currently working with other States on several inves-
tigations of companies we identified through Senior Sting. I do believe the
Federalprotections offered by Senator Collins’ bill would be welcome additions to
State laws and regulations. Along with Congressman Ben Cardin, I supported a
similar bill last fall in the House, and I am pleased to see both the House and Sen-
ate taking steps to combat this insidious and widespread exploitation of some of our
country’s most vulnerable citizens. Thank you very much for the opportunity to
speak with you today, and I would be happy to answer any questions.

PREPARED STATEMENT OF VIRGINIA L. TIERNEY, MEMBER, BOARD OF
DIRECTORS, AMERICAN ASSOCIATION OF RETIRED PERSONS

Madame Chair and Members of the Subcommittee:

My name is Virginia Tierney and I am a member of the Board of Directors of
AARP. On behalf of AARP, thank you for inviting us here this morning to discuss
the impact of deceptive mailings, including fraudulent sweepstakes, on older Ameri-
cans. We will also comment on the importance of enacting legislation that will aid
the U.S. Postal Service and law enforcement agencies’ efforts to deter these fraudu-
lent practices throughout the country.

AARP is not here to condemn sweepstakes. We acknowledge that they appeal to
some of our members and are the foundation of magazine publishers’ efforts to ob-
tain subscriptions.

However, sweepstakes and other forms of deceptive mailings are a major concern
to AARP because of the severe effects they have on our members, who are victim-
ized in large numbers. AARP’s involvement in this issue is not new. In the past
three years, we have launched campaigns against charity and telemarketing fraud
based on research examining older victims’ behavior and perceptions, partnerships
with enforcement and consumer protection agencies, and warnings to consumers
through public service announcements, educational workshops and program activi-
ties. AARP’s research into telemarketing fraud and charitable solicitations, which
are closely tied to direct mail fraud, has identified sweepstakes as a prime area of
concern.

Sweepstakes were the No. 1 form of telemarketing consumer fraud reported to the
National Consumer League’s National Fraud Information Center (NFIC) in 1995,
1996 and 1997. This ranking is based on the number of calls made to the NFIC,
which handles 300 to 350 calls each weekday. In 1997, almost 13 thousand reports
of suspected telemarketing fraud were made to the NFIC. Out of this total, close
to 10 thousand people gave their age and over 40 percent of that group was over
the age of 50. Based on these reports, the No. 1 scam was sweepstakes, with maga-
zine sales ranking No. 5. That helps to tell the story statistically, but it doesn’t
begin to take into account the personal anguish caused to individuals, and the
friends and family associated with them. That is painfully evident from the testi-
mony of the people seated with me here this morning.

AARP has taken extraordinary steps to educate our members and the public at
large as to how to differentiate between legitimate offers and misleading, deceptive
or fraudulent ones. Our goal is to reduce fraud and deception in telemarketing and
mailed solicitations. As part of this mission, AARP has worked in tandem with the
Attorney General’s office in my home State of Massachusetts, as we have with other
State Attorneys General, to gather information and warn consumers about potential
fraud.
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Additionally, we were active participants in Operation Mailbox. Operation Mail-
box was a coordinated effort undertaken with the Federal Trade Commission (FTC)
and Federal and State law enforcement agencies to identify fraudulent mail.

In December, 1997 as a function of the AARP Anti-Telemarketing Fraud cam-
paign, we placed an article in our monthly publication The Bulletin. The article
asked members to check their own mail for cards and letters that looked suspicious
or that carried claims that the recipient was a “guaranteed contest winner.” We also
requested that they watch for mail that offered “no risk” investments, get-rich-quick
schemes, or solicitations for dubious charities as well as mail that alerted the recipi-
ent to immediately call a 1-800 or 1-900 number. We asked that such mailings be
submitted to the Association. We told our members that law enforcement experts
would be reviewing the mail for possible legal actions.

Throughout the next six months, AARP members submitted over 10,000 pieces of
mail. Dozens of members sent envelopes and boxes stuffed with solicitations. Over
and over our members asked the same questions; “Is this a legitimate solicitation?”
and “Can you help me get the money I've won or help me get my money back?”

Subsequently, for more than three months AARP volunteers and staff opened,
read and sorted the mail sent in by members. In cooperation with the FTC and Fed-
eral and State agencies, who formed the Operation Mailbox task force, AARP identi-
fied more than 5,000 pieces of mail that might require legal action. An outside firm
was hired to code the pieces under the system used in the Consumer Sentinel data-
base. Consumer Sentinel data is used by subscribing law enforcement agencies to
identify and investigate suspected fraudulent businesses or individuals.

Based in part on AARP’s contribution of over 5,000 complaints, at no cost to law
enforcement, the FTC/Operation Mailbox strike force announced over 150 Federal
f\nd State enforcement actions against the sponsors of these mailings in October of
ast year.

While Operation Mailbox was a tremendous success, we believed that more need-
ed to be done to identify what drives people to participate in sweepstakes and to
ascertain what their expectations might be. With that in mind we embarked on re-
search in this area. AARP contracted for the services of Dr. William Arnold, an Ari-
zona State University professor, and a recognized expert on this topic. While his re-
search efforts on our behalf have not been completed, we would like to share some
of the preliminary results with the Subcommittee this morning. A part of the re-
search effort looks at the attitude of the consumer. Preliminary results in this area
show that 40 percent of older Americans who receive sweepstakes solicitations, re-
spond to them. Of those who respond by purchasing a product or service, the con-
sumer who asks to be billed later is more likely to continue to participate in sweep-
stakes than is the person who pays in advance.

What is distressing, however, is the finding that 23 percent of those who partici-
pate in sweepstakes believe that purchasing something increases their chances of
winning. Combine that figure with the 17 percent who feel that purchasing might
increase their chances and you have fully 4 out of 10 participants who don’t believe
the statement, “No purchase necessary to win!” Finally, 87 percent of those inter-
viewed for Dr. Arnold’s study believe that the government should do something
about deceptive mailings. As you can imagine, we look forward to the final results
of Professor Arnold’s study and will be happy to share those findings with the Sub-
committee upon receipt.

The concern over the perception that a purchase might be necessary to win is one
area that can and should be addressed by the companies that do the mailings, irre-
spective of what Congress does. Another more serious issue that AARP believes re-
quires Congressional action regards the messages contained in the mailing devices.
It is the use of “you have automatically won” type language in sweepstakes pro-
motional materials. This language is at the core of the fraud and deception.

A sampling of letters from our members highlighting the ordeals they have gone
through and the range of concerns they raise is instructive. Copies of several of
these letters are attached. One woman asks that the large amount of money just
awarded to her spouse, who has been dead for six years, be placed in his estate so
that the family can enjoy it. While she states that she doesn’t expect to see the
money, she was clearly hurt by the solicitation and pleads, “this kind of nonsense
must be stopped.”

Two others, both homebound and coping with disabilities, simply ask, “Where is
my money?” and “Please help me get it.” Yet another has waited over a year for
the promised $100,000, but is equally agitated that she didnt receive her “guaran-
teed” $250 for participating. In a similar vein, a member offers that the sweepstakes
sponsor has made a series of promises to her over a two-year period, going so far
as to schedule a special date for their appearance, only to disappoint.
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As was mentioned earlier, this is a problem that often involves other family mem-
bers as well. A daughter writes in regard to her independent 87-year-old father and
raises a different set of concerns. She is uncomfortable intervening in her father’s
affairs, but does so because he recently canceled a trip to visit his only sister, stat-
ing that “it conflicted with the date he was to be in New York to collect his
winnings.” What is more alarming is the fact that he has taken $13,000 out of his
savings and spent $11,000 between May and August on books and magazines. Our
member asks, “Why would the company allow someone to purchase five copies of
Vicégr Borge Then and Now or four copies of Charlotte’s Web within a 90-day pe-
riod?”

Finally, there is the story of a daughter-in-law attempting to settle the estate of
her deceased father-in-law. She is in possession of 17 boxes of sweepstakes solicita-
tions sent to her father-in-law. She can also verify that he spent over $10,000 on
magazine subscriptions. In light of what you have already heard, neither of these
facts may be particularly surprising. What is astounding, however, is that the
sweepstakes sponsor repeatedly renewed his subscriptions to “Sports Illustrated”
and “Newsweek” through the year 2086! That’s right, an 87-year subscription! While
the sponsor assured her that his account balance was $0, no one offered to refund
the monies already received to extend the subscription nor have they agreed to do
so upon her request. Unfortunately, these are but a few of the many examples of
harm consumers have experienced from fraudulent and deceptive sweepstakes pro-
motions—and reflect just a few of the letters AARP has received.

Obviously, something needs to be done. That is why we are pleased that this Sub-
committee is taking action to aid consumers. We are especially glad that Senator
Collins is addressing consumer concerns with sweepstakes by introducing S. 335,
the “Deceptive Mail Prevention and Enforcement Act.” AARP agrees with the 87
percent of respondents in Dr. Arnold’s study who believe that the government needs
to do something to deal with deceptive mail. While the legislation is not the focus
of today’s hearing, we will comment briefly on some of the provisions in S. 335 and
offer suggestions on other areas that should be addressed by the Congress.

One of the most attractive provisions in S. 335 is the civil penalty provision.
AARP has contended that the most direct means of eliminating fraud is to take the
profit out of it. The stiff remunerative penalties, capping out at $2 million, are truly
a deterrent. We also applaud Sen. Collins for proposing to provide the Postal Inspec-
tion Service with the authority to stop deceptive mail. Finally, we support the defi-
nitions of nonmailable matter included in the bill. We believe that clarifying what
message may be contained in a mailing and how it may be presented is of critical
importance.

Also, we hope that the Subcommittee will, among other things, look at provisions
that would couple claims and promises with disclaimers and clearly define games
of skill and their risks and rewards. The latter provision would require “games of
skill” operators to detail exactly how many levels a participant would have to
achieve to win the grand prize, what the maximum cost would be to participate, and
a timeframe within which the contest winner will be determined. Additionally, we
urge the Subcommittee to address the concerns we have raised regarding consumers
oversubscribing and the difficulty they encounter in recovering money paid for mul-
tiple-year subscriptions.

Again, I thank you for the opportunity to provide the Subcommittee with back-
ground and recommendations on this critical issue that impacts so many Ameri-
cans—particularly older Americans—so severely. AARP stands ready to work with
the Chair and Members of the Subcommittee to enact legislation that will signifi-
cantly curtail the fraud and deception surrounding sweepstakes mailings.

I look forward to responding to your questions.
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4

Genmtlemen

T am 100% xisaBLED VEETRAN OF THW AST THERWW WARS.
PLEASE EXCOSE MY TYOINYMI dco bettergd fer,
-1 haVE WON MILLI ONS OF DOLLARS IN  contest, B
JT 0 DATE, have not ereceived one dine of those moillinons
I( have also nillions in othedr offers withoutr recei:
even one dollar, In this m,zolong there is an offer to pu

D - : baroein price,

LADIES AND GENTS I HOPE THAT YOU CAN EIT THESE DEOPOLE HJARD
WITH HEAVY FINES OR PUT THEM 0T OF BUSINESS.

~ Thanksn for your attention,
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GRAND PRIZE ELIGIBILITY NOTICE

DYV »
Daliver to: lI|ll|lllllllllll!]lllllllll Prize Claim #: UWOYSOhl4

[ 7

If you have and return the Grand Prize winning entry in time, we will officially announce that:

OUR SWEEPS 15 0RE NOK FIMAL:
M5 WON
R CHon PRIZE OF $833.337.001

Dear

You probably thought it could never happen to you! And even now,
= TILL find if hard to believe that of
w could acgual ur Swwwinner. But
it"s absolutely true: Lmis now positively guaranteed to be
awarded $833,337.00 -- The piggest single cash payment ever made to
ANYONE in & sweepstakes presented by SPORTS ILLUSTRATED -- if you have
end raturn the grand prize winning entry in time! In fact, the funds
have been put on reserve for the express purpose of paying the entire
$833,337.00 eamount in full. And now thet we've been authorized to pay
the prize money, the very next time you hear from us, it could well be
to inform you that (on yee HMahz

)
Themt Sears T}

A BANK CHECK WITS WAY TO
4

So you'd be wise to put any doubts aside, and follow these simple
instructions: 2ffix the Grand Prize Validetion Seal to the official
encry cartificate. Then meil it in one of the official swespstakes
envelopes enclosed. Thaet's all we ask of you, and the cash could be
yours. Just how much money are we talking about?

Let's say you put the entire $833,337.00 in & bank and receive only
ennuzl interest on the monsy. VYou'd still snjoy & quaranteed income
almost $41,567.00 e year -- without 2ven fouching your original

it! There's no denying it, $833,337.00 is enough money fo put

on the sunny side of the street for the rest of your life.
vy 1t's so importent for you to velidete the official entry
cate and return it to us s soon as you possibly can. Because
¢'s no way you can be paid the $833,337.00 if you fail to return an
encry. Truth is, if you hold the grand prize winning number,

YOU'LL FORFEIT THE $833,337.00 IF YOU FAIL TO RESPOND TO THIS NOTICE!

And then, the Grand Prize that should have gone to mwill
have to go Lo an ALTERNATE winner! Because the money i rozonally
guaranteed to be awarded whether we hear Irom you or not! So be
absolutely certain to velidate and refurn your eniry es instructed. Aind

1'd advise you to do so immedistely for a very important reeson:

t
5
cl (b
ry
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February 23, 1998

Dear Prize Coordinator,
On January 9, 1997 I received an envelope in the mail

Wwith this letter enclosed. I followed all the instructions,
filled everything out and malled it back to you on January

10, 1997.
As you can see by the copy of the letter I have enclosed

I am a guaranteed winner. I'm sorry I didn’t make a copy of
what I sent back to you. I did write on my letter; as you
can see; that January 15, 1998 I would get my check for at
least $100,000.00 and by no later than 30 days later. As of
today I have received nothing. Also I had a color - coded
address label, which must of made me one of the maximum TEN
(10) recipients. I returned this label as instructed and I
have not received my $250.00 for that yet either.

I have given you more than ample time to get my check or
checks to me. I want to know where my money is
($100,250.00)? I will give you until March 10, 1998 to
explain to me why I have not recieved any money. IT I have
not heard from you by March 10, 1998, I will send a copy of
this letter and my First prize Notification letter to My
State Attorney General, AARP and Janet Reno. I know they are
checking into sweepstakes and prizes. I Teel they will get
to the bottom of this for me.

1 hope you will check into this matter.

Thank you,
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Actober 14, 1957

Dear Sir or Madam;

Your Customer Service Department has forwarded this letter to you at my specific
request, because | want it to be raad by the highest level of management | can reach.
It exprasses my deep concern with some of your current subscription marketing
strategies and policies. Please aliow me to describe a situation for you.

My faiher,~ is 87 years old and is blind in one ey2. He is relatively
heatthy and quite alert for his age, very proud, and fiercely independent. For these
reasons, my sister and | hava tried to let him manage his own affairs for as jong as he
seems able.

has been a trusted name in our housshold for some time; our
tamily has purchased a number of publications over the years. More recently, howaver,
it has become evident that my father is totally consumed with winning your various
swespstakes. In fact, he was so convinced he was going to win fast year that he
canceled a trip to visit his only sister because it conflicted with the date he wouid have
to be in New York to pick up his winnings. When he didn't win (2s he {elt the letter had
promised he would), we thought he might be a bit wiser for the experience.
Unfortunately, we ara leaming (belatedly) that it just increased his addiction. He seems
to 22l that if he makes a larger “down payment” in the form of more purchases before
the next drawing, he will win,

He does very fittle reading now because of his partial blindness, watches minimal TV,
and doas not own a VCR. Yat he s buying countiess video tapes and publications from
you that he cannot use.

in the beginning, wa ware not overly concarned, because he seemed to enjoy giving his
gurchases to friends and relatives. We fsit that if it gave him pleasure, it was OK to
spend his Social Security any way he pleased. However, we recently discovered that

since Aprif he -awn annroximatzly $13,000 out of his fife savings to cover several
checks 10 :

Unfortunately, my sister and | have now had 1o intercede. | recently worked with your
Customer Service Division to cancel all futurz mailings and tag his accounts {all three)
so that no more orders will be accapted. A refund check far a small portion of the
unnesded material has been recaived. Although your reprasentative was helpfut, that
does not negate the questions that arise from this situation.

Why did not some sort of alarm go off in your system that might trigger something like
an inquiry letter, 2.g., “Mr. Murphy, did you really mean to order four copies of
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Charlotte's Web? Or five copies of Victor Borge Then and Now?" All of these werg
ordered within a three month period.

The transaction records which | requested and received indicate that my father spent
over $11,000 with you from May 8 through August 21 of this year. |s there nothing in
your system that would cause someone to look at this and wonder if it is accurate?
Each customer service representative to whom | spoke indicated that this was an
inordinate amount of activity — yet nothing was ever done to investigate these accounts.

Research has shown that when people of limited means get older, they fear running out
of money more than anything else. In my father's particular logic, he sees winning the
sweepstakes as the easy sclution. He is not 2 wealthy man, and these withdrawals
have put a sizable dent in his nest egg. These are the funds meant to see him through
the rest of his life. :

In hindsight, it is obvious that my sister and | should have become involved in our
father's finances sooner; our efforts to let him maintain his independence led us to play
a passive role. The unfortunate thing is that he is competent in all other respects. |
beiieve that he - like many other elderly people — has fallen prey to the speculative
"promises” made in the sweepstakes literature from your company and others. While
I'm sure your legal department has cleared everything that the marketing department
develops, | do think there should be some morally higher ground when it comes to
targeting senior citizens.

Even though it is mentioned that no purchase is necessary to enter {(and win) the
sweepstakes, my father states emphatically that "Everybody knows that you have to
buy something in order to win." He alsc defends his purchases by saying, *| have to
keep buying -- I've reached the next levell” From what | understand, anyone who
correctly fills out and returns the entry (with or without a purchase) reaches the “next
level," but he remains unconvinced.

Considering the vuinerability of senior citizens in general, and especially those who are
)2ss sephisticated or whose reasoning capacities are diminishing, ! believe more should
be done to clarify your soficitations. For example:

» The odds of winning (or not winning) should be prominently placed and in larger
type.

» Language should not imply that one has already won (or is very close to winning).
Attaching a small disclaimer after such a statement has little effzct on those people
who want to believe that they will win. '

« It should be emphasized in prominently placed type that it is absolutely not
neceassary to purchase anything to win.
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This whole sitztion 25 so tamishzd my imege of tn-as 2 trusted
vendor and inang to Americe's iamilies that | wil never again purchass anything
ramotzly connected to your publications. While your stockholders may be pleased with
thair samings results, my father has been made thousands of dollars poorar by chasing
onz chance in saveral million for financial szcurity in his old age.

 would like 2 resonse from a company oficer, just to verify that this letter wes read by
someonz in a position to act on some oi these concems. | do NOT exnact o receive a
form Iztter or something from a customer service representative. | would hope that as
the recioient of this letter you will do a litis research into my father's accounts, so that
you can se the fiscal extent of his belief in you. The Customer Service Dapartment
s sent me a copy of recent transactions, but surely there is some way that you can
dzterming the amount of money he has sent to you over the last five years, ! least. |
would fike to know that figure. | hope to har irom you soon, Additionally, | 6o not want
my fathar to b involved in any corraspondence at this point,

Sincaraly
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PREPARED STATEMENT OF NAOMI BERNSTEIN, VICE PRESIDENT OF
MARKETING SERVICES, AMERICAN FAMILY ENTERPRISES

Madam Chairman, I am pleased to appear before the Subcommittee today to dis-
cuss the promotional use of sweepstakes in the sale of magazines and other products
through direct marketing. My name is Naomi Bernstein and I am the Vice President
of Marketing Services for American Family Enterprises, one of the leading subscrip-
tion sales companies. At AFE, my responsibilities include the administration of mar-
keting systems and database operations. Before joining AFE 2 years ago, I spent
more than 25 years at Reader’s Digest where I was a senior executive in both the
marketing systems and data administration areas.

I am proud to have spent my career in the publishing industry, Madam Chair-
man, and I hope that my testimony will help the Subcommittee better understand
the role that legitimate sweepstakes contests have traditionally played in the pub-
lishing industry.

American Family Enterprises, then known as American Family Publishers, was
founded in 1977 by a consortium of four major magazine publishing companies who
sought to increase subscription sales for the magazines they published. The found-
ing publishers believed, correctly, that it would prove to be more economical to offer
to a mass consumer audience a broad variety of magazines than to try to identify
and target potential readers for individual magazine titles through the mail. They
further believed, correctly, that subscribers who chose to purchase a magazine from
among many choices offered on a magazine stampsheet would prove to be just as
committed to the magazine and therefore just as likely to renew from the publisher
as those who subscribed to magazines through direct-from-publisher channels. And,
indeed, for more than 20 years, AFE, along with others, has provided magazine pub-
lishers with many millions of new readers who contribute significantly to the flour-
ishing magazine industry that exists in the United States today. According to the
New York Times, sweepstakes solicitations account for roughly one-third of new sub-
scriptions. Without the subscriptions that AFE and its competitors provide, it is
likely that many publishers would be unable to sustain their circulation levels,
which would pose a serious threat to the continued financial viability of many maga-
zines.

Sweepstakes are commonplace throughout the business world today. Coca-Cola,
McDonald’s and other household names use sweepstakes to promote their products.
In the magazine industry, sweepstakes have long been associated with subscription
sales by both single and multi-title publishers. The reason is straightforward. Maga-
zine subscriptions are a discretionary purchase. As in industries with similar mar-
keting dynamics—from nonprofit fundraising by groups like the American Lung As-
sociation to the President’s Day warehouse sale—they require attention-getting mar-
keting. Sweepstakes contests serve specifically to attract attention to mailings
amidst an extremely cluttered mailbox, to generate excitement in the possibility of
winning and to raise interest in the product or cause being promoted.

AMERICAN FAMILY ENTERPRISES

As you can see Madam Chairman, sweepstakes have played a major role in the
viability of the publishing industry. American Family Enterprises is one of many
companies that use this marketing tool. Since its founding in 1977, AFE has used
sweepstakes to promote more than 300 different magazine titles as well as a limited
selection of books and other merchandise.

AFE’s sweepstakes are judged by an independent organization. Since 1977, AFE
has awarded more than 300,000 prizes, including $92 million in cash and merchan-
dise prizes. Every prize offered in our promotion is awarded.

AFE believes, and the data discussed below confirm, that virtually all individuals
who purchase subscriptions through AFE’s mailings do so because we provide them
with a low-cost and convenient way to buy one of the broadest selections of maga-
zines for sale in the United States today. Consumers buy these magazines because
they wish to read them on a regular basis—not because they feel they must buy
in order to win our sweepstakes.

AFE is a true mass marketer, mailing hundreds of millions of individual pieces
of U.S. mail each year. In fact, if you have a mailbox, it is likely that you have re-
ceived one of our mailings. People of all ages, incomes, and geographic locations re-
ceive the same mailings from AFE.

Madam Chairman, AFE does not target any demographic groups nor do we collect
demographic information from our respondents. We have never sent out a mailing
directed at senior citizens, or any other demographic group.

In fact, people of all ages and interests subscribe to AFE’s magazines, and people
order all different kinds of magazines. Through our stamp sheets, AFE often mar-
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kets in a single mailing more than 100 subscription offers, including magazines
ranging from Sesame Street and Teen to Rolling Stone, Parenting, and Fortune. The
same stamp sheet—offering that broad array of magazine choices—is sent to all cus-
tomers. American Family’s goal is to reach consumers with as wide a range of ages,
income levels, and interests as possible. As a result, AFE’s “target market” is simply
every American who reads magazines or who may purchase magazines by mail—
in other words, nearly every reading American household.

AFE is primarily in the business of selling magazine subscriptions. In order to en-
courage consumers to open our mail packages, AFE uses a sweepstakes prize as the
primary focus of each of its mailings. Once opened, AFE hopes a customer will
choose to order from among the wide variety of magazines offered at low prices and
available to them in the convenience of their home. The point of our mailings is not
to convince people they’ve won a sweepstakes, but rather to be excited about the
possibility of winning and to consider our products. The vast majority of people who
receive our mailings understand them and do not believe either that they have won
or they must order to win.

As the data we have provided to the Subcommittee demonstrates, more than four
out of five of all recipients of our mail do not respond at all. Of those who do re-
spond, more than half enter the sweepstakes without ordering—plainly indicating
their understanding that no purchase is necessary. Of those who choose to order,
most have entered an AFE sweepstakes previously without ordering—again indicat-
ing they understand that in AFE’s sweepstakes promotions, no purchase is nec-
essary to enter or win.

This response behavior supports our belief that the overwhelming number of peo-
ple ordering from AFE are buying magazines they want to read, such as TV Guide,
Ladies Home Journal, Time, People, and Better Homes and Gardens, to name a few
of our popular selections.

In addition to the sweepstakes entry and official rules, which explain in detail
how the sweepstakes works, each AFE mailing contains an order form for subscrip-
tions to magazines. AFE offers these magazine subscriptions at the lowest author-
ized prices available to the general public

Our mailings are not designed to, and do not, induce consumers to buy an inap-
propriate number of magazines. An analysis of our customers’ buying habits dem-
onstrates that the overwhelming majority of our customers are not spending exces-
sive amounts with AFE. In fact, among our customers who make a purchase, the
average annual amount spent on magazines is $40. We estimate that more than 9
in 10 customers spend less than $100 a year with AFE. Only 2 percent of those who
place orders spend more than $200 annually. We estimate that in 1997 fewer than
3,000 people and in 1998 fewer than 750 people spent more than $1,000 with AFE.
To put these numbers in context, a household would reach the $100 spending level
simply by ordering through AFE the equivalent of an annual subscription to People
magazine. By adding TV Guide, Newsweek and Sports Illustrated to the list, the an-
nual subscription charges through AFE would easily exceed $200 or roughly the an-
nual cost of a daily newspaper.

In several places throughout each mailing, AFE reminds recipients that no pur-
chase is ever necessary to win a sweepstakes prize. Instructions for entering without
purchasing are clearly placed in more than one location. Therefore, it is not surpris-
ing that most people who enter AFE’s sweepstakes do not enclose an order for a
magazine. This response pattern indicates that AFE’s customers generally under-
stand that no purchase is necessary to enter AFE’s sweepstakes, and that the proc-
ess to do so is clear. Indeed, a significant majority of winners of AFE’s sweepstakes
have submitted winning entries without placing orders. In fact, 11 of 17 Grand
Prize winners, including our two most recent winners—John David Gryder (Texas)
and Leavitt Baker (Maine)—submitted their winning entries without an order.

NEW STANDARDS FOR THE INDUSTRY STRENGTHENED COMMITMENT TO
CONSUMERS

While it is clear that the vast majority of our customers understand and enjoy
participating in our sweepstakes promotions, it became evident in 1998 that a very
small minority of consumers may have disregarded, been mistaken or somehow been
confused about our sweepstakes rules and procedures.

In order to address this issue, I, along with other members of AFE’s new manage-
ment team, initiated a comprehensive re-evaluation of AFE’s marketing and pro-
motional methods. During this process, our efforts were guided by the following
three goals:

. (1) To bolster consumers’ faith that AFE sweepstakes are legitimate, truthful and
air;
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(2) To better identify and respond to the small number of consumers whose re-
sponse behavior may indicate confusion about AFE sweepstakes mailings;

(3) To continue AFE’s tradition of marketing its products in a manner that contin-
ues to be fun and engaging for the consumer.

As part of this process, AFE listened and responded to the suggestions and con-
cerns of consumer advocates both within and outside the government. We were also
mindful of the concerns that you, Madam Chairman, as well as the Ranking Minor-
ity Member of the Subcommittee, Senator Levin, and others have raised regarding
the conduct of sweepstakes promotions.

SIGNIFICANT CHANGES BY AFE

The success of our business depends entirely on consumer confidence. We have
every interest and incentive in consistently delivering value and service to our cus-
tomers. Based upon our re-evaluation, AFE has implemented a number of important
changes to our sweepstakes promotions. These changes include:

(1) Clearly disclosing, in numeric form, in AFE’s Official Rules, the odds of win-
ning each prize.

(2) Reminding all mail recipients repeatedly that no purchase is necessary to
enter the sweepstakes.

(3) Including in all mailings a prominent statement of the “American Family
Promise,” which states that:

—The magazine prices that AFE offers are always equal to the lowest avail-
able to the general public.

—All sweepstakes prizes are awarded.

—No purchase is ever required to enter.

—All entries have an equal chance to win.

—Subscriptions can be canceled at any time and money will be refunded
for all unserved issues.

—Products can be returned for a refund if unsatisfactory for any reason.

(4) Directing that all sweepstakes entries, whether with orders or without, be re-
turn(ﬂi to the same city, reinforcing the message that all entries are, in fact, treated
equally.

(5) Establishing a website (www.americanfamily.com) to, among other things, an-
swer consumers’ most frequently asked questions, reiterate the sweepstakes rules
and publish the American Family Promise.

(6) Avoiding the use of language referring to the recipient as a member of a “small
group” with an improved chance of winning the sweepstakes prize. This includes
language stating that a recipient is a “finalist” or “tied” to win a prize.

AFE also has instituted a pilot program to try to identify and protect potentially
vulnerable sweepstakes consumers. By this we mean individuals who are purchas-
ing an unusually large number of magazine subscriptions. While this might simply
represent an appropriate choice for that person, we recognize that it may also indi-
cate that someone incorrectly believes that they must order a magazine to enter the
sweepstakes. This group of frequent purchasers appears to represent less than %
of 1 percent of AFE’s customers. As part of this program, beginning in the spring
of 1998, AFE began sending a “no purchase necessary” reminder letter to individ-
uals whose ordering patterns suggested that they might not understand AFE’s
sweepstakes procedures. This letter generally states that all entries, including those
without an order, have an equal chance to win, and specifically reiterates that no
purchase is ever necessary to enter or win.

As part of the program, AFE has elected not to mail certain customers for whom
the no purchase necessary letter may not be enough. Although the program is in
its initial stages and is under on-going review, AFE has chosen to stop mailing to
approximately 25,000 people. This means that these customers will no longer re-
ceive sweepstakes solicitations from AFE. The Company has also been working dili-
gently with the Direct Marketing Association to develop “best practices” rec-
ommendations on the issue of protecting the vulnerable.

AFE also blocks certain customers from making future orders, including those
who have been identified to AFE as being incapable of making rational purchasing
decisions. AFE also maintains a much larger list of consumers who have asked AFE
not to send them promotional mailings or who have been identified to the Company
by others as not interested in receiving such mail.

AFE’s goal is to offer magazines and products that people want to purchase and
use and to guarantee customer satisfaction. Accordingly, AFE’s policy is to offer re-
funds on a “no questions asked” basis for all unserved magazine issues or returned
merchandise. This refund policy is prominently featured in all of AFE’s mailings.
In addition, customer representatives have authority to go further in appropriate
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circumstances in order to handle customer concerns in a compassionate manner.
AFE is committed to excellent customer service.

These actions and others are a central focus of AFE’s strengthened commitment
to consumers. Consumer confidence and customer satisfaction are AFE’s highest pri-
orities.

PROPOSED FEDERAL LEGISLATION

As I mentioned earlier, Madam Chairman, AFE is well aware of the strong inter-
est that you, Senator Levin, and other Senators have in this issue. We have prelimi-
narily reviewed the legislation that you introduced earlier this year and believe that
it contains provisions that would help ensure that sweepstakes promotions are used
in a responsible way and by reputable companies. Furthermore, AFE believes that
your bill as well as the legislation introduced by Senator Levin will help weed out
fraudulent operators and set higher standards for legitimate users of sweepstakes.
AFE takes very seriously the concerns that this Subcommittee has raised and we
have already adopted many provisions contained in your two bills. For example,
AFE’s mailings contain several reminders that no purchase is ever necessary to par-
ticipate in our sweepstakes. In addition, AFE discloses the odds of winning each
sweepstakes prize that it awards as would be required by the legislation. In these
instances, and many others, AFE not only supports the substance of your legislative
proposals but has already implemented many of them in connection with its pro-
motions.

While AFE does have concerns about the specific wording of some provisions, as
well as concerns about some of the procedural aspects of both bills, we would like
to work with you, Senator Levin, and your staffs to see whether these concerns
might be addressed as these proposals move through the legislative process. Indeed,
we look forward to working with you to develop comprehensive standards for the
entire industry.

CONCLUSION

I think it is clear that the vast majority of the individuals who receive our mail-
ings understand our sweepstakes promotions. Generally, if they choose to order our
products, they do so because they want to—not because they believe they have to
in order to win our sweepstakes. However, with respect to the very small minority
of individuals who may not understand our sweepstakes promotions, we stand ready
to work with the Subcommittee and other governmental and industry representa-
tives to develop appropriate safeguards.

Madam Chairman, that concludes my statement. We appreciate the opportunity
to provide testimony at today’s hearing. I would be pleased to answer any questions
that you or other Members of the Subcommittee have at this time.

PREPARED STATEMENT OF DEBORAH J. HOLLAND, SENIOR VICE
PRESIDENT OF PUBLISHERS CLEARING HOUSE

Thank You, Chairwoman Collins, Senator Levin and other Members of the Sub-
committee for the opportunity to be here today.

We at Publishers Clearing House are proud of our company, and the many maga-
zines and products we offer our customers. We are proud of our mailings and our
sweepstakes. We are proud of our many proactive consumer education and protec-
tion programs, and believe that we have behaved ethically and honorably in dealing
with our customers and the general public. Specifically,

1. We believe that our promotions are clear and that no reasonable person
could be misled by them.

2. Publishers Clearing House promotions have been tested in the courts,
and in each instance have been found to be lawful and not misleading.

3. Publishers Clearing House is a leader in the direct marketing field, and
has numerous innovative and effective programs in place to educate and
assist consumers with direct marketing questions and problems.

4. Publishers Clearing House does not unfairly target the elderly or any
other population group.

We support a three-pronged program to address the concerns raised by the Sub-
committee, consisting of:

1. Federal legislation that would provide business with clear objective
standards for sweepstakes mailings.

2. A comprehensive program of consumer education and protection, arising
from a public-private partnership between government and industry self
regulatory organizations.
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3. Innovative and effective outreach and protection programs for those con-
sumers who, for whatever reason, are not able to understand sweep-
stakes promotions, including suppression programs to get them off of ac-
tive sweepstakes promotion mailing lists.

Introduction to Publishers Clearing House

Publishers Clearing House is a direct marketer of magazine subscriptions and
consumer products that employs a free by-mail promotional sweepstakes to draw at-
tention to its mailings and offers. Our mailings are disseminated to consumers
throughout the United States and Canada and our product offerings include, in ad-
dition to magazine subscription offers, home entertainment products (principally
books, audio and video), housewares, horticultural products, gift foods, collectible
figurines, coins, jewelry, sports memorabilia, stationery, household cleaning prod-
ucts and other consumer goods and services.

Publishers Clearing House was established in 1953 to provide a cooperative or
“car pool” for by-mail magazine subscription solicitations, allowing offers for many
titles to be carried in a single mailing envelope rather than in many separate mail-
ings by each publisher and title. We guarantee the best deal on magazines author-
ized by publishers for new subscriptions offered to the general public and, as a valu-
able source of new subscribers to the over 350 magazines we serve, Publishers
Clearing House provides a steady flow of new readers to the foremost publishers in
the United States and Canada. Additional product categories were added over the
years, and we now offer consumers over 3,200 active items—comparable to the stock
of an average department store in similar merchandise categories, or to the offerings
in over 40 separate catalogs—in a wide variety of categories that appeal to every
age group.

The promotional sweepstakes was adopted by Publishers Clearing House in 1967
as a way to draw attention to its mailings and offers. Since then, over $135 million
in prizes have been awarded by Publishers Clearing House to thousands of winners
all over the United States and Canada. No purchase is ever necessary to enter and
win a Publishers Clearing House sweepstakes. Of the 29 people who have won a
pr(iilze of $1 million or more, 22 won with an entry that was not accompanied by an
order.

Publishers Clearing House was founded in Port Washington by Harold and
LuEsther Mertz and their daughter Joyce, all of whom are now deceased. The lim-
ited partnership interests in Publishers Clearing House are held by or for the bene-
fit of members of their families and charitable trusts and organizations that are the
beneficiaries of their philanthropic generosity. Currently, over 40 percent of Publish-
ers Clearing House’s profits go directly to benefit charities and charitable interests.

Publishers Clearing House employs over 900 people full-time. Publishers Clearing
House’s principal place of business is located at 382 Channel Drive, Port Washing-
ton, New York 11050. It maintains additional offices and production facilities at 101
Winners Circle, Port Washington, New York 11050 and at 6901 Jericho Turnpike,
Syosset, New York 11791.

Publishers Clearing House Solicitation Mailings

Publishers Clearing House mails solicitation materials with magazine and product
offers that include an invitation to enter our free by-mail promotional sweepstakes
many times throughout the year to a wide variety of people across the United
States. Mail volumes range from the 100’s of thousands to many millions. Typically,
more than 70 percent of those persons receiving a package do not respond at all to
a Publishers Clearing House mailing. Of those that choose to respond, the number
of persons who enter without an order is equal to 2, 3 or even 4 times as many
as the number who order, and (on average) about 65 percent of the responses to a
mailing are non-order entries.

Through its promotional mailings, Publishers Clearing House offers consumers in
addition to magazine subscriptions a wide range of attractive home entertainment
products (principally book, audio and video product), housewares, horticultural prod-
uct, gift foods, collectibles, coins, sports memorabilia, jewelry, stationery, household
cleaning products and other consumer goods and services.

Almost 83 percent of the people who ordered anything from us in 1997 ordered
less than $100 worth of magazines and products, and 95 percent ordered less than
$300, based on information on our billing file as of 1997 year-end. Given the wide
range of magazines and products available through Publishers Clearing House mail-
ings, these levels are not unreasonable or inherently suspicious. From this we cal-
culate that the average individual annual order total in 1997 from Publishers Clear-
ing House promotional mailings including sweepstakes entry opportunities was ap-
proximately $91.37.
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Longstanding promotional principles govern the presentation of our sweepstakes
and product offerings in our promotional mailings:

¢ All material terms of the offer are clearly set forth in the mailing, in the context
of an interesting and engaging creative presentation.

¢ Clear “no purchase necessary” messages always appear on the entry-order form
included in each and every mailing—always on the back and now routinely on
the front as well.

¢ Each and every mailing contains a complete set of Official Rules for the give-
aways presented in the mailing, including clear instructions on how to enter
without ordering.

¢ The Official Rules included in every mailing inform consumers that they can
enter current ongoing sweepstakes as often as they like simply by writing to
Publishers Clearing House and invite consumers to write if they want to receive
our mailings.

¢ Our mailings prominently identify Publishers Clearing House as the source of
the mailing and provide an address to which interested persons can write for
additional information.

¢ We guarantee that you will not find a better new subscriber deal offered to the
general public on any magazine you order from Publishers Clearing House.

¢ We offer a “Free Inspection Privilege” on everything we sell. Customers may ex-
amine their purchases at home with 100 percent satisfaction guaranteed. Cus-
tomers may cancel any order and receive a fall refund, no questions asked.

¢ “Free credit.” Customers are never required to send money with their orders,
and all orders are billed later. There is never any interest charge on current
accounts.

The Publishers Clearing House Sweepstakes

The “Publishers Clearing House Sweepstakes” is an umbrella term for many
sweepstakes or “giveaways” that operate continually and on a staggered schedule
throughout the year. Publishers Clearing House extends to consumers an invitation
to enter the Publishers Clearing House sweepstakes in all or virtually all of its solic-
itation mailings. Over $135 million in prizes have been awarded by Publishers
Clearing House to thousands of winners all over the United States and Canada. No
purchase is ever necessary to enter and win a Publishers Clearing House sweep-
stakes.

Typically, one giveaway promotes a $10 million SuperPrize to be awarded in Jan-
uary, while a different one promotes a $1 million SuperPrize to be awarded mid-
year. Other giveaways might offer a single $100,000 cash prize or a multitude of
different cash and merchandise prizes. Customer research has led us to introduce
contests with a wide range of smaller prizes, such as $1.00 or fashion jewelry, allow-
ing many more contest participants to win. The size and variety of a year’s give-
aways are decided seasonally in concert with other marketing plans.

Sweepstakes winners are chosen by various random selection methodologies, such
as random drawings or matching winning numbers, at giveaway end. Winner selec-
tion processes are such that the laws of chance are applied fairly, and the placing
of an order with an entry has no impact whatsoever on the chances of winning.

Publishers Clearing House observes all Federal and State laws and regulations
and its contests are registered and bonded where required. All registered prizes are
awarded in accordance with the published rules. Contest procedures are overseen
by Giveaway Supervisors and a team of auditors from the international firm of
Pannell Kerr Forster based in New York.

Prizes of $10,000 are delivered by the company’s “Prize Patrol,” which makes un-
announced visits and surprise awards at the winner’s doorstep. Each year, giant
prize certificates, flowers, balloons and champagne are presented to some thirty
major winners whose stunned reactions are seen by millions through the company’s
TV commercials. Winners need not be home to receive their prizes.

“Good as Gold” Awards

In recent years, Publishers Clearing House has recognized other “winners,” spe-
cifically unsung heroes across America who render outstanding service to their com-
munities. Ten deserving individuals are selected annually by an impartial panel
from among nominees submitted by the media to receive our “Good As Gold Award.”
Each honoree is surprised in the Publishers Clearing House tradition, with an unan-
nounced visit from the Prize Patrol, plus a crystal and gold trophy and $10,000 in
cash.
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Who Gets Publisher Clearing House Solicitation Mailings?

We select names to receive mailings from our own records on the basis of trans-
actional characteristics that are deemed to be reliable predictors of whether or not
a person will be sufficiently interested in the offer to order from the mailing and
pay for his or her purchases. The most reliable predictors (for Publishers Clearing
House as for the direct marketing industry as a whole) are those applied in the
“Recency-Frequency-Monetary Value” (or “RFM”) analysis traditionally used by in-
dustry participants for this purpose. This analysis depends on order recency (“R”),
order frequency (“F”) and cumulative sales or monetary value (“M”) for the person.
In other words, we act on the assumption that those customers who have ordered
most recently, order more frequently and are long-time customers with significant
cumulative order histories have most consistently demonstrated interest in our of-
fers and are therefore more likely to order again than persons who do not share
these characteristics. Product line associations or “affinity” can also be important
(for example, persons who have recently purchased a collectible coin are more likely
to buy from another coin promotion than persons who have not). Using “RFM” and
product line affinity information in name selection are common direct marketing in-
dustry practices.

We rent mailing lists from established businesses in order to secure the names
and addresses of potential new customers to whom Publishers Clearing House’s
prospect mailings may be sent in its new business program. The selection of outside
mailing lists is based on an historical analysis of similar lists in past Publishers
Clearing House mailings, and are not skewed to any particular demographic group.
Those lists that have the best results for Publishers Clearing House are typically
those that show some very recent direct mail activity (e.g., bought from a recent
catalog) or affinity for a Publishers Clearing House magazine or product offering
(e.g., subscribers to a particular magazine or buyers of a certain category of prod-
ucts) by the persons whose names appear on the lists. This is a standard practice
in the direct marketing industry.

Moreover, interested consumers are invited to write to us to receive our bulletins,
and many do. The Official Rules in each and every one of our solicitation mailings
contains an invitation to consumers to write to us for future sweepstakes entry op-
portunities, and those who do write are for a year sent every magazine mailing we
mail and many merchandise mailings as well. At the same time, consumers may
also write to receive fewer mailings, should they so desire, and all such requests
are honored.

Publishers Clearing House Does Not Unfairly Target Seniors

Publishers Clearing House does not direct its promotional mailing program to any
particular age group, and the many different magazines and products offered by
Publishers Clearing House appeal to a broad spectrum of people. While some maga-
zines and products offered by Publishers Clearing House in its promotional mailings
no doubt appeal to senior citizens, the same products are likely to appeal as well
to persons in other age groups and Publishers Clearing House offers magazines and
products in its mailings that are expected to appeal to all age groups.

The Publishers Clearing House mailing program is not conducted on the basis of
the selection of persons to receive its promotional mailings by age. Indeed, Publish-
ers Clearing House does not maintain comprehensive information on its customer
files concerning the age of its customers, and does not acquire or use age informa-
tion for commercial purposes.

While Publishers Clearing House does not generally maintain age information on
its customers, the limited amount of market research available suggests that 70 per-
cent of Publishers Clearing House’s customers are under the age of 65.

Consumer Privacy

We respect the confidentiality of our relationship with customers. We do not rent
our customer list to others, and we will honor any person’s request to be removed
from our active mailing list.

Publishers Clearing House participates in the Direct Marketing Association’s
“Mail Preference Service” (MPS) which provides us with a list of consumers who
have informed the DMA that they want their names removed before outside direct
mail lists are used. Publishers Clearing House honors all such requests.

Consumer Education and Protection Programs

Publishers Clearing House has established and maintains a comprehensive con-
sumer education and protection program, designed around the two major elements
of the repeated iteration of a “No Purchase Necessary” message and the identifica-
tion and suppression of high activity customers who are ascertained to be unsuitable
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for sweepstakes promotion. Publishers Clearing House supplements its efforts in
this area with other consumer education programs and with proactive anti-scam
programs to collect and provide information on consumer frauds to law enforcement
personnel.

Reiteration of the No Purchase Necessary Message

Through active propagation of the message that “The Best Things in Life Are
Free,” and that no purchase is ever necessary to enter a legitimate sweepstakes,
Publishers Clearing House continues to help educate and protect consumers from
illegal and fraudulent sweepstakes scams that demand a product purchase or some
other form of payment to claim a bogus or non-existent prize.

Publishers Clearing House prominently features an “Anti-Scam/No Purchase Nec-
essary” message on its toll-free customer service line 24 hours a day. This recorded
message, which warns consumers never to send any money to claim a prize, has
been particularly helpful in stopping scams that occur after business hours when
legitimate companies and consumer protection authorities can generally not be
reached to substantiate an offer. There were more than 4 million iterations or “im-
pressions” of this key message to consumers calling Publishers Clearing House dur-
ing 1998.

As a key member of the Federal Trade Commission’s Partnership for Consumer
Education, Publishers Clearing House designed and produced an educational flyer
emphasizing the important sweepstakes rule that “The Best Things in Life are
Free” and that no purchase is ever necessary to enter or collect a prize in a legiti-
mate sweepstakes. This flyer has been distributed by Publishers Clearing House to
nearly 300 thousand consumers in mailings, speaking engagements and through
community centers, senior centers and consumer gatherings. In 1997, a Spanish lan-
guage version of the flyer was produced for improved distribution in Hispanic com-
munities.

The “Best Things In Life are Free” flyer has recently been reproduced on the Pub-
lishers Clearing House website (www.pch.com) for all visitors to view. Additional in-
formation displayed on the website provides a variety of consumer education infor-
mation on sweepstakes and useful tips on how to avoid becoming the victim of an
illegal sweepstakes scam.

In addition to these active programs, Publishers Clearing House has for some
time written on a regular basis to active customers with a non-promotional letter
reminding them that they never have to order to enter or win or even to hear from
us on a regular basis. Persons have been selected to receive such a letter on dif-
ferent bases at different times, and the number of persons to whom the letter has
been mailed has varied. The most recent version of this letter was sent in February
1998 to over 125,000 active customers who had ordered $1,000 or more from Pub-
lishers Clearing House in the prior year and each included a copy of the “The Best
Things in Life are Free” flyer produced with the Federal Trade Commission. Selec-
tion to receive such a letter is not related to the future receipt of mailings.

Publishers Clearing House has, in addition, reached out with consumer education
messages in regular appearances before community groups, senior citizen and con-
sumer gatherings, and in radio, television and print interviews.

Proactive Assistance for Consumers

In addition to its innovative consumer education and anti-scam programs, Pub-
lishers Clearing House provides a different type of assistance for those who need
help with sweepstakes issues. As with any promotion, there may be individuals who
are confused and may respond inappropriately. While these are isolated incidents,
and make up a very small proportion of Publishers Clearing House’s consumer con-
tacts, we are concerned whenever we encounter such a situation and Publishers
Clearing House maintains a number of comprehensive programs and policies to as-
sist consumers and their family members, including:

Publishers Clearing House maintains a special “Sweepstakes Assistance Line” at
(800) 563-4724 available to family members or friends who may need help or assist-
ance about a loved one who may be responding inappropriately to the promotions
they are receiving. This special service is publicized on inserts in Publishers Clear-
ing House product shipments, on the Publishers Clearing House website, in the
media and through public outreach programs.

Customer Service representatives are trained to spot customers who may need
special assistance, and to handle inquiries in a humane and sympathetic manner
backed by a liberal cancellation and refunds policy.

Whether identified by a Publishers Clearing House representative, or through
contact by a family member, friend or other interested party, the situation is imme-
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diately transferred to a specially trained group of senior representatives who will
work to resolve any concerns or problems.

Publishers Clearing House maintains a consumer-friendly policy under which
magazine subscriptions may be canceled for pro rata refunds and merchandise may
be returned for full refunds. Postage paid labels are provided where appropriate to
facilitate merchandise returns.

When such a situation becomes known to us, the customer’s name will be removed
from the Publishers Clearing House mailing list and a permanent block on incoming
orders will be placed on the customer’s file.

In cases where it appears a consumer may have been victimized by or lost money
to criminal scam operations, Publishers Clearing House will directly contact appro-
priate consumer affairs and law enforcement agencies on behalf of the consumer.

Over 1,000,000 copies of a package insert that describes Publishers Clearing
House’s consumer assistance programs, developed by our Customer Relations Coun-
cil and signed by Gina Passerino in the Consumer Affairs Department, have been
distributed to customers.

There are other situations in which consumers may require special assistance—
such as during floods or other natural disasters, or during a personal crisis involv-
ing a medical condition, or temporary financial difficulties—and Publishers Clearing
fI_iouse will put a hold on billing to allow customers time to deal with other priorities
irst.

HIGH AcCTIVITY DETECTION AND SUPPRESSION PROGRAM

Proactive Identification and Suppression of Confused Consumers

The Nature of the Problem. The overwhelming majority of consumers understand
fully the nature of the Publishers Clearing House sweepstakes, and respond ration-
ally to our promotional mailings.

No purchase is necessary to enter a Publishers Clearing House sweepstakes, and
all our promotional mailings carry a clear statement to that effect in a form sanc-
tioned by an agreement entered into by Publishers Clearing House and a group of
14 States in 1994. Moreover, in an effort to “get the word out,” Publishers Clearing
House has engaged in a number of entirely voluntary consumer education and pro-
tection initiatives focusing on the key “No Purchase Necessary” message, including
special letters and flyers, and messaging on our toll-free customer service lines and
in our website.

However, there are people who—for whatever reason—do not seem to understand
this key message and appear, in some cases, to have engaged in inappropriate order
activity. While they represent an extremely small proportion of Publishers Clearing
House’s total customer base, they are a source of real concern and pose an urgent
issue for responsible direct marketers.

As a direct marketer, Publishers Clearing House does not have immediate contact
with its customers, and hence does not have the visual clues about its customers
that would ordinarily be available to a retail merchant. The nature of the business
is such that in many cases the only communication with the customer is through
preprinted order and entry forms. Moreover, Publishers Clearing House’s order-
based customer records and fulfillment system were not designed to aggregate cus-
tomer orders over time and do not lend themselves to the ready detection of irra-
tional buying patterns. Nevertheless, when the existence and nature of the problem
came to Publishers Clearing House’s attention, the company took positive and cre-
ative steps to respond responsibly to the phenomenon.

Publishers Clearing House’s Response to the Problem. For consumers who can read
and comprehend simple messages, the frequent reiteration of the “No Purchase Nec-
essary” message should be enough to inform, educate and dispel any lingering mis-
understanding. However, education alone may not by itself be enough for those con-
sumers who, by reason of confusion, mental disability, lack of education or experi-
ence or other factors are unable to comprehend the basic message. Because we are
concerned about all consumers, Publishers Clearing House has innovated and is now
implementing a comprehensive program to identify such individuals and stop send-
ing sweepstakes promotional materials to them.

The proactive High Activity Suppress Program developed by Publishers Clearing
House is a real breakthrough in the direct marketing industry. It constitutes an in-
novative and effective way to “close the loop” with those high activity consumers
who are in need of assistance, and to take effective steps to relieve their distress.

Fundamentals of the High Activity Suppress Program. The fundamental idea of
the High Activity Suppress Program is that highly active customers should be iden-
tified, contacted and assessed for their suitability for sweepstakes promotion, in a
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manner that respects the privacy and dignity of the persons in question as well as
their legal and human rights. In administering the Program, it was recognized that
it would not be possible to contact every customer, and accordingly we started with
our most active customers.

In order to obtain the information needed to make a determination as to whether
a customer should be removed from the mailing list, Publishers Clearing House con-
tacted its most active customers by telephone and, where that has not proven to be
possible, a by-mail survey. As a work in progress, we are developing techniques for
the Program to assess those persons who could not be reached by telephone and
have not responded by mail.

The High Activity Suppress program is supplemented by Customer Service rep-
resentatives who are directed to be on the look out for individuals who may be in
need of assistance, and who are empowered to take prompt and meaningful action
to assist them.

Contacting Customers

Telephone Survey. Publishers Clearing House conducted a telephone survey based
in part on questions taken from a survey conducted by the AARP that was intended
to gauge a person’s ability to make reasoned decisions, and in part on our own expe-
riences in dealing one-on-one with our customers. Survey questions were designed
to assess:

1. Comprehension of No Purchase Necessary message
2. Satisfaction with and use of ordered items

3. Reasons for customer purchases

4. Financial situation of customer

A series of test calls using the survey questionnaire was conducted initially in a
pilot program to determine if the survey seemed to be effective and workable in pro-
viding the information needed to assess customers. Adjustments were made where
deemed necessary to make the survey questionnaire more effective. Then, a small
group of senior customer service representatives was chosen and trained to call con-
sumers and administer the survey.

Three different ways of contacting customers by telephone were implemented.
First, for those customers having a home telephone number that could be obtained
from regular commercial sources, an outbound telephone contact was attempted. If
the customer could not be reached initially, up to two callback attempts were made.
If we were still unsuccessful in reaching the customer, or if no phone number could
be obtained, the customer was mailed an invitation to call Publishers Clearing
House Customer Service on a special toll-free 800 line at which point the survey
would be conducted. Customers were offered a free gift as in inducement to partici-
pate in the survey.

Mail Questionnaire. If the outbound calls and inbound invitation elicited no re-
sponse, after 30 days a mail questionnaire was sent to the customer with an invita-
tion to participate and return the survey to Publishers Clearing House Customer
Service. An additional follow-up questionnaire was mailed to non-respondents.

Assessment of Customer

Telephone and mail versions of the survey were then reviewed and customers as-
signed to one of two categories:

(1) OK to Promote. Customer would remain on the Publishers Clearing
House mailing list, but would receive additional educational messages on
the No Purchase Necessary message from Publishers Clearing House in
special mailings; and

(2) Do Not Promote. Customer is immediately removed from all Publish-
ers Clearing House active mailing lists and suppressed from future mailing
selections. All unpaid product shipments are stopped.

Assessment of an individual’s mental state and capacity for rational behavior is,
under any conditions, difficult, and we recognized that our undertaking was inher-
ently challenging. Some persons were initially assigned to an “undecided” category,
and only assigned to one of the two main groups after further assessment and con-
sideration.

The criterion weighted most heavily in individual assessment was whether or not
the person demonstrated adequate comprehension of the no purchase necessary
message. Moreover, while we do not believe that it is our province to make decisions
for persons who are rational and understand that they do not have to make a pur-
chase in order to enter the sweepstakes, nevertheless in cases where it appeared



140

that a person was in financial straits or had a serious health problem, they were
also put into the “do not promote” group.

There were some customers who did not respond to the survey—either we could
not contact them by telephone, or we did not receive a written survey back, or they
indicated to us by phone or mail they did not want to participate. While we are still
exploring alternatives for assessment in the absence of customer-provided informa-
tion, attempts at assessment have been made on the basis of an analysis of their
order activity. Pending further resolution as future contacts are attempted, these in-
dividuals have now been removed from the Publishers Clearing House active mail-
ing list. Moving forward, for those persons who are not responsive to our attempts
to contact them, reasonable steps, which may include statistical or other modeling,
are planned to assess the suitability of such persons for further sweepstakes pro-
motions.

Disposition of High Activity Names

The names of persons who are determined to be inappropriate for further pro-
motion are marked for suppression from all future mailing selections, and a perma-
nent “block” is instituted to prevent all future orders. People may also be blocked
from placing future orders by reason of persistent non-payment, fraud, by request
of a friend or relative and the like.

Website Consumer Affairs Features

The Publishers Clearing House website also features its Customer Service and
Consumer Affairs services and messages, which include consumer education and
anti-scam advisories reminding consumers that no purchase is ever necessary to
enter or win a legitimate sweepstakes. Services promoted through the website in-
clude a special toll free “Sweepstakes Assistance Line” for consumers to call if they
believe a family member or friend has questions or may need assistance regarding
sweepstakes mailings they received. Those who may have a consumer inquiry or
service issue can e-mail Publishers Clearing House directly for prompt handling.
Publishers Clearing House’s website is a participant in the BBBOnLine program
and displays the BBBOnLine logo to assure visitors that they are visiting the real
Publishers Clearing House and not a scam or borderline operation that may be
using Publishers Clearing House’s name improperly or a sound-alike version in an
attempt to defraud.

The Publishers Clearing House Anti-Scam Database

Publishers Clearing House cooperates with law enforcement personnel to identify,
apprehend and prosecute perpetrators of sweepstakes fraud.

Through its unique anti-scam database, Publishers Clearing House assists law en-
forcement personnel and consumer protection professionals in identifying sweep-
stakes frauds and in helping consumers to avoid sweepstakes scams. The informa-
tion in this database, maintained in a secure format, is used exclusively to identify
and track illegal and criminal scam operations.

Each consumer contact received by Publishers Clearing House that reports a
sweepstakes scam is recorded on the specially tailored database. Full details of the
scam are recorded and consumers are advised to contact the National Fraud Infor-
mation Center Hotline. The anti-scam database now contains well over 30,000 en-
tries and is regularly shared with law enforcement and consumer protection authori-
ties to provide information on the location, identity and activities of current scam
operations.

With the direct assistance of information gathered by Publishers Clearing House
and provided to the authorities, over 34 arrests and some 15 convictions have been
realized by a variety of Federal law enforcement officials. In addition, more than
a dozen civil proceedings have been initiated by various consumer protection offi-
cials in a number of States and provinces acting, in part, on information provided
by Publishers Clearing House. The comprehensive information on the database is
available to all law enforcement and consumer protection officials upon request.

Publishers Clearing House Mailings Comply with Applicable Law

Compliance with Law; Odds. We believe that Publishers Clearing House mailings
are conducted in full compliance with applicable law. We are not aware of any appli-
cable law that requires us to disclose the odds of winning. However, we have re-
cently moved to include a numerical odds statement in our mailings, and we support
ﬁew Federal legislation that would impose this requirement on all sweepstakes mar-

eters.
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As you may know, Indiana has recently taken the position that its statute re-
quires us to include an odds statement in a particular fashion in our mailings.
While we disagree with their interpretation of law, we are prepared to meet with
them and discuss a prompt resolution of the issue.

Favorable Court Rulings. Publishers Clearing House mailings have been chal-
lenged in the courts, and in each instance have been found to be lawful and not
deceptive. In no case has a Publishers Clearing House mailing been found to be de-
ceptive or misleading, or otherwise to have violated any law.

In a typical example, Judge Bertelsmann of the United States District Court for
the Eastern District of Kentucky, in dismissing the cause in Mains vs. Publishers
Clearing House (Civ. Act. 98-158), in a brief opinion and order stated:

The court carefully reviewed the exhibits containing the mailings to plain-
tiff, and finds no fraud or misrepresentation. The exhibits are clear that the
remplent has some chance to win a large sum of money, but that most peo-
ple will receive a prize of jewelry worth $6.95.

In a similar vein, Magistrate Judge Cogburn, in the United States District Court
for the Western District of North Carolina, in recommending dismissal of the cause
in Rich vs. Publishers Clearing House (4:98 CV 178-C), stated:

. a reasonable person could not have concluded that he had won
$10 000,000 based upon the mailings annexed to plalntlffs complaint. .
a malhng that informs a contest entrant that he is a “potential winner” is
neither unfair nor deceptive, and it is not reasonable for a person to stay
out of work or make purchases based upon such representation.

Likewise, Judge Aiken of the United States District Court for the District of Or-
egon, in granting summary judgment in favor of Publishers Clearing House in Kiss
vs. Publishers Clearing House (Civ. No. 97-542—-AA), stated:

Mr. Kiss contends that he believed entry of his name, and his name alone,
into the official minutes of an actual Publishers Clearing House meeting
meant that he had received the winning number in the contest and needed
only to submit a timely entry to collect his prize. However, such an infer-
ence is not reasonable, in view of both the express qualifying language con-
tained in the text of the documents and the ubiquitousness of computer-per-
sonalized mass mailings. A bulk mailing personalized with the recipient’s
name would not cause a reasonable person to infer that the mailing was
being sent to him alone.

Compliance with the 1994 Assurance of Voluntary Compliance. Publishers Clear-
ing House entered into an agreement or “assurance of voluntary compliance” with
14 States in 1994 that (among other things) prescribed the placement of the key “No
Purchase Necessary” message in our mail, provided a protocol for the proper means
of telling consumers that those who do not order may not receive promotional mail-
ings in the future, and specified the circumstances under which an odds statement
would be appropriate. Publishers Clearing House has lived up to its obligations
under that agreement.

Customer Service

Consumers can reach Publishers Clearing House Customer Service by writing to
101 Winners Circle, Port Washington, New York 11050, or by telephoning toll-free
in the United States and Canada: (800) 645-9242.

Our Customer Service Department consists of managers and over 200 well-trained
Customer Service Representatives who are on-duty from 8:30 a.m. to 8:30 p.m. East-
ern Time, Monday through Friday.

In relating to its customers, Publishers Clearing House adheres to a set of guiding
principles on which the company was founded:

1. Satisfaction with purchases is guaranteed.

Publishers Clearing House offers magazine subscriptions at “unbeatable” prices
and “good quality products at good value prices.” All offers are made on a free trial
basis which gives the customer the opportunity to read a magazine or try a product
before paying for it.

2. Satisfaction with Customer Service is guaranteed.

Our customer relations philosophy is that the “Customer is always right” and that
his or her wishes are followed as closely as possible.

“Free” consumer credit has always been a benefit of dealing with Publishers
Clearing House. Customers—some of whom may not be able to afford the full pur-
chase price at one time—are encouraged to take advantage of our installment billing
without any interest charge.
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Publishers Clearing House provides TDD (Telephone Device for the Deaf) to make
ourselves more easily available to customers who are hearing-impaired.

3. Speed and Accuracy are crucial to Quality Service.

Speed is paramount—both in the delivery of magazines and merchandise ordered
and in the servicing of inquiries and adjustments. The better we are able to accom-
modate consumers’ desire for prompt and courteous service, the greater the loyalty
of our customers.

The Development, Production and Delivery of Publishers Clearing House Mail

The company’s staff of over one hundred writers, art directors and purchasing/pro-
duction experts develops all mailing materials, then forwards them to vendor
“lettershops” around the country for carefully supervised production and delivery to
the United States Postal Service for integration into the postal stream and delivery
to consumers. All solicitation materials are reviewed by legal counsel. The computer
assignment of prize numbers to persons on merged mailing lists is performed ac-
coréling to specified procedures approved and supervised by the team of outside
auditors.

To the degree practical within production and cost considerations—the company
uses recycled paper in outgoing mail.

Handling of Contest Mail and Order Fulfillment

Every year millions of responses—sweepstakes entries with and without orders—
are returned to Publishers Clearing House. Entries accompanied by an order are not
in any way given a special priority or otherwise favored in the winner selection
process over entries not accompanied by an order, and non-order entries have just
as good a chance to win. Entries received after the applicable deadline date, regard-
less of whether accompanied by an order or not, are not eligible to win.

Response mail is delivered by the USPS to Publishers Clearing House document
processing facilities. Internal control of every piece of mail begins at the moment
of delivery. All mail is processed in a secure environment, to assure the timely, ac-
curate and cost-effective processing of entries accompanied by an order and non-
order entries alike, and to promptly transmit magazine and merchandise order in-
formation to appropriate publishers or fulfillment houses.

High speed mail sorting equipment is used to separate orders from non-order con-
test entries, and to slit reply envelopes open so that the contents can be efficiently
extracted. Response mail that cannot be processed on the mail sorting machinery
is then processed manually by the clerical staff.

The majority of entries (orders and non-orders alike) are then electronically read
using technologically-advanced high-speed document scanning equipment. The use
of these computerized scanners helps to ensure that all responses are accurately
processed for orders and for entry into Publishers Clearing House contests, regard-
less of whether or not they are accompanied by an order. Those order and non-order
documents that cannot be scanned are key entered manually to fulfill the orders
and enter the entries into the contests.

Magazine orders are transmitted to publishers twice a week so that subscribers
can expect to receive their first issues quickly (3—4 weeks in the case of weekly mag-
azines, somewhat longer in the case of monthlies). Non-magazine orders are trans-
mitted via telephone lines to our fulfillment facilities so that customers can easily
receive their merchandise in about 2 weeks from when it was ordered.

Once all data have been collected from return mail, discardable materials are sent
to recycling facilities.

Publishers Clearing House Billing Procedures

Bill Sequence and Timing. Within a week of when an order is processed at Pub-
lishers Clearing House, an order acknowledgment (including an initial invoice) is
sent to the customer.

The first regular bill (Bill #1) is sent 6 weeks later for magazine and mixed (i.e.,
magazines and merchandise) orders, 7 weeks later for main line merchandise or-
ders, and 6 weeks later for continuity merchandise orders.

The next regular bill in the series (Bill #2) is sent out 5 weeks after Bill #1 (with
the exception of Continuity Bill #2, which is sent 4 weeks later). After that, bills
are sent out every 4 weeks if the order remains unpaid. A customer with 3 or more
main line orders delinquent at or beyond Bill #3 may be sent a quarterly consoli-
dated statement (listing the unpaid main line orders).

After the internal billing cycle is completed (normally 9 months to a year), unpaid
accounts are referred to outside collection agencies.

Detection of Duplicate Bills. Invoices and order based bills have a scanline on the
return document that includes the order number plus the amount due for each
order. Payment return mail is mailed to outside vendors or “lockboxes” for process-
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ing and deposit of remittances. The lockboxes scan that information and pass the
customer payment data by order number to our billing system. Publishers Clearing
House posts these payments by order number. Accordingly, at that point, we can
determine whether or not the payment is a duplicate.

Application of Duplicate and Over-Payments. If a duplicate payment from an
order-based bill is received on a magazine order, the customer is promptly notified
in writing of the fact of the duplicate payment and provided with an opportunity
to obtain a full refund or accept an extension of the term of the magazine subscrip-
tion. (Note that the magazine subscription would not be extended if the original
order included merchandise line items, if the customer had accepted a previous ex-
tension offer, or if the order had a cancel or adjustment transaction applied.)

Merchandise overpayments and overpayments on magazine orders other than du-
plicate payments (i.e., those that do not correspond exactly to the initial amount
due) between $1.01 and $5.00 are automatically refunded. If an overpayment great-
er than $5 and less than $500 is received, the overpayment is applied to other un-
paid orders (oldest to newest) if any exists. If all orders are paid, the overpayment
1s refunded. If only part of the overpayment can be applied, the balance is refunded.
Whenever an overpayment is applied to another order, a customer service letter is
sent to the customer, notifying the customer and explaining how the overpayment
was applied.

It is possible for an encoding error to occur and result in the recording of a pay-
ment as having been larger than the actual check received. Hence, in cases of larger
overpayments, a special overpayment letter is sent advising the customer that they
may be entitled to a refund and asking them to provide us with a copy of their can-
celed check for verification. A customer service 800# is included in the letter to en-
courage customers to call for additional information and assistance. Customer Serv-
ice also requests a copy of the remittance check from our lockbox facility in order
to make sure that an encoding error has not occurred. If an encoding error had not
occurred and the customer did not ask for the payment back, the overpayment
amount is either applied to unpaid orders or refunded within 60 days.

Availability of Toll-Free Customer Service Lines. All bills starting with Bill #4 in-
clude a toll-free Customer Service telephone number that customers may use to call
for additional information or assistance with billing questions. Toll-free Customer
Service telephone numbers are also included on the cover letter for any consolidated
bill, in the letter text of any duplicate or over-payment notice, on merchandise re-
turn forms (included in the package with the original merchandise shipment), on
the back of merchandise invoices (presently being phased in) and on all continuity
Bills, as well as, as noted above, on main line Bills #4, #5, #7, #8 and #9 (and their
Part Pay counterparts), and in all Customer Service correspondence.

Billing Questions. If a customer claims that he or she has already paid for an
order, we automatically adjust their account if the claim is for $9.97 or less to re-
move the charge. If the charge is more than that, we ask for proof of payment (such
as a canceled check or money order receipt), and suspend billing for that particular
order for a month to allow time to resolve the matter. If the customer is unable to
provide proof of payment, ordinarily we will still credit the account if the customer
maintains that the order was paid in the absence of indications to the contrary. If
a customer claims that he or she never received the product, or claims the product
was returned or damaged, we either offer to send a replacement or accept the cus-
tomer’s word on the matter and adjust the account to remove the charge.

Refund Policies. All magazines and merchandise are offered and sold on the basis
of a 100 percent satisfaction guaranteed, money back with no questions asked pol-
icy. Magazine customers are permitted to inspect the first issue of any magazine
subscription ordered, and cancel for a full refund if not completely satisfied. Maga-
zine customers may cancel any magazine subscription at any time thereafter, and
obtain a full refund on all unserved issues. Merchandise customers may cancel any
order and obtain a full refund upon the return of the item in question. Customer
Service representatives have the authority to waive return of unsatisfactory or un-
wanted merchandise, and to remove charges and issue refunds in other appropriate
cases upon the request of the customer.

Publishers Clearing House provides cash refunds to its customers, and does not
require them to accept merchandise credits in lieu of cash refunds.

Conclusion

Once again, thank you Chairman Collins, Senator Levin, and other Members of
the Subcommittee for the opportunity to address these important matters.

We are proud of our company and its programs, and believe that we have behaved
ethically and honorably in dealing with our customers and the general public. We
think that more can be done to educate and protect consumers, and wish to reiterate
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that we support a three-pronged program to address the concerns raised by the Sub-
committee, consisting of:

1. Federal legislation that would provide business with clear objective
standards for sweepstakes mailings.

2. A comprehensive program of consumer education and protection, aris-
ing from a public-private partnership between government and indus-
try self regulatory organs.

3. Innovative and effective outreach and protection programs for those
consumers who, for whatever reason, are not able to understand
sweepstakes promotions, including suppression programs to get them
off of active sweepstakes promotion mailing lists.

Thank you.

PREPARED STATEMENT OF PETER DAVENPORT, SENIOR VICE PRESIDENT,
GLOBAL MARKETING, THE READER’S DIGEST ASSOCIATION, INC.

1. INTRODUCTION

The Reader’s Digest Association, Inc. (“RDA”) is pleased to participate in the in-
vestigation being conducted by Senator Collins and the Permanent Subcommittee on
Investigations (“the Subcommittee”) into the utilization of sweepstakes as a pro-
motional marketing tool by American businesses. Through our testimony here today,
and our continued voluntary participation in this investigation, we hope to dem-
onstrate that RDA utilizes sweepstakes honestly and fairly, as a legitimate and ef-
fective marketing vehicle to promote the wide variety of its products to a vast seg-
ment of the American population. RDA shares the concerns expressed by Congress
concerning the use of sweepstakes by fraudulent operators. Unscrupulous business
practices undermine consumer confidence in sweepstakes as an effective marketing
tool and hurt businesses like RDA who use sweepstakes to legitimately promote
their products and services. RDA supports tough laws and enforcement of laws al-
ready in existence to combat the activities of such fraudulent operators. RDA also
recognizes that a small number of consumers who respond to promotional mailings
may be confused. RDA is sympathetic to the needs posed by this small group of indi-
viduals and is committed to developing solutions to address the special needs of this
small segment of the population. RDA looks forward to working cooperatively with
Congress on appropriate measures, including legislation embodying many of the
principles contained in Senator Collins bill, which will provide the level of consumer
protection necessary, while not unduly restricting the use of sweepstakes by legiti-
mate sectors of the industry, and depriving the millions of Americans who enjoy
sweepstakes of the opportunity to continue doing so.

II. RDA IS A GLOBAL PUBLISHER WHICH UTILIZES SWEEPSTAKES AS A LE-
GITIMATE AND EFFECTIVE MARKETING TOOL

RDA is not a sweepstakes company. Rather, it is a global publisher of a vast array
of magazines, books, music and video products. RDA’s flagship magazine is read by
more people than any other paid publication on the planet—over 100 million people,
in 19 languages, in 49 countries. Nor is RDA simply a magazine company. RDA cre-
ates products in many different interest categories, such as health, history, do it
yourself projects, religion, nature, travel, gardening and cooking. RDA researches its
products extensively and is world renown for its editorial quality. RDA is committed
to developing products that fit its customers needs and tastes, which are varied and
diverse. In fact, for RDA’s 1998 fiscal year, 63.5 percent of RDA revenues came from
the sale of products other than magazines.

RDA’s plans for the future are to develop an even more varied range of meaning-
ful products and services to offer to a broader portfolio of customers. Specifically,
the company has formally announced its intention to expand the Reader’s Digest
brand to other non-publishing product and service offerings, to continue its success-
ful global expansion and to pursue new marketing channels in addition to its tradi-
tional sweepstakes connected direct mail businesses.

The diversity of RDA’s current product offerings and its marketing strategies for
the future all reflect RDA’s core philosophy and stated corporate mission which is
pure product driven—to create products that inform, enrich, entertain and inspire
people of all ages and cultures around the world. While sweepstakes are an effective
marketing tool that RDA utilizes to promote its products offers to existing and po-
tential customers, the sweepstakes are always secondary and ancillary to the prod-
uct offer. They are used by RDA much the same way as retailers or package goods
marketers use sweepstakes, or any other form of advertising—to entice the customer
to come into the store, or in the case of a direct mail marketer, to open the envelope.
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Still, it is the strength and quality of RDA’s products and the company’s ability to
cultivate and sustain long-term customer relationships that determines the success
of the business. RDA could ill afford to jeopardize its strong brand equity or the
unique trust it enjoys with its current customer base of approximately 42 million
people by resorting to any deceptive marketing techniques whether through the use
of sweepstakes or any other marketing tools.

RDA utilizes sweepstakes honestly and legitimately as one of the many pro-
motional techniques it employs because it is a proven effective marketing tool.
Sweepstakes are effective, not because they deceive or mislead, but because they
generate interest and excitement and help draw attention to product offers. When
used in the context of direct mail, they help differentiate the mailing from others
in the consumer’s mail box thereby increasing the likelihood that the consumer will
open the envelope and see the product offer. Once the consumer is exposed to the
product offer, however, it is the strength of the offer, the quality of the product and
the value of the product for the price which will determine whether the consumer
will actually respond with a purchase. For example, as will be discussed more fully
later in this testimony, responses to RDA mailings with a purchase vary widely by
product offer. The sweepstakes may get the consumer “into the store” so to speak,
but once there, the consumer’s decision to purchase or not, is product, rather than
sweepstakes driven. Those who have no interest in the product can freely partici-
pate in the sweepstakes, without a purchase, which the vast majority of RDA cus-
tomers understand and do.

III. RDA’S MAILINGS ARE TRUTHFUL AND HONEST, DISCLOSE ALL MATE-
RIAL TERMS AND CONDITIONS OF THE SWEEPSTAKES OFFER AND
ARE UNDERSTOOD BY CONSUMERS

Since RDA’s sweepstakes are simply a marketing tool ancillary to its core busi-
ness, RDA is careful to insure that its sweepstakes are not presented in any manner
which would damage or denigrate its corporate brand image or reputation. For this
reason, RDA has, as a matter of corporate policy, adopted certain marketing prac-
tices, and adhered to certain guidelines to insure that its sweepstakes are honestly
and fairly presented and properly understood by consumers.

RDA takes several steps to ensure that recipients of its product offerings fully un-
derstand that no purchase or payment is necessary to enter or to win the sweep-
stakes, and that responding with a purchase will not increase or in any way en-
hance one’s chances of winning. First, all of RDA’s mailings convey the “no purchase
necessary” message clearly and prominently in language that is easy to find, easy
to read and easy to understand. Specifically, RDA’s message goes beyond merely
stating that “no purchase is necessary.” RDA’s mailings expressly state that “no
purchase or payment is necessary to enter or win” in order to more precisely convey
the fact not only that no purchase is necessary to enter, but that responding without
a purchase will not disadvantage the entry in any way or reduce the entrant’s
chances of winning. RDA’s product mailings also provide explicit instructions on
how to enter without a purchase, at least twice in the main text of its mailings, and
sometimes as often as three times. The complete instructions on how to enter with-
out ordering are easy to locate, and presented in a single concise location so that
the consumer does not have to navigate through the mailing in order to piece to-
gether all of the instructions necessary to follow to enter without ordering. The in-
structions on how to enter are also presented in clear, easy to understand language.

RDA also provides an equivalent means of responding for those who enter with
and without an order—either a Yes or No envelope or a single response envelope.
RDA, as a matter of policy, does this so that those who respond without an order
need not furnish their own envelope, as a response envelope is being furnished to
those who respond with an order. Furthermore, RDA directs all responses to the
same processing facility, irrespective of whether the response is accompanied by an
order or not. While RDA may employ different PO box numbers in order to more
expeditiously handle the processing of orders and satisfy the requirements of the
Federal Trade Commission’s Mail and Telephone Order Rule, all responses are di-
rected to the same physical location. In addition, once entries arrive at RDA’s fulfill-
ment center, RDA’s policy is to process orders and non orders equally to ensure that
every response, whether accompanied by an order or not has an equal chance of
winning.

RDA believes that all of the above measures combine to insure that consumers
fully understand that they do not have to purchase any RDA product in order to
enter or win the sweepstakes, and that if they do respond without an order, their
entry will not be disadvantaged in any way.

In order to avoid any misleading impression that a recipient of an RDA product
mailing has won or is likely to win the sweepstakes, RDA provides the numeric odds
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of winning each prize offered. The numeric statement of odds is designed to more
precisely convey to the consumer the universe of participants in the sweepstakes,
and the consumer’s actual chances of winning.

RDA is aware of the fact that some members of Congress have expressed concern
over solicitations that appear to emanate from the government or from some other
regulatory agency. As noted above, RDA is proud of its corporate identity and brand
image and seeks to leverage and exploit its brand name in all of its product offer-
ings. Accordingly, every RDA envelope clearly identifies RDA as the sender. Fur-
thermore, the complete details of any sweepstakes contained in an RDA product
mailing are fully disclosed in the official rules of the sweepstakes included in any
mailing containing sweepstakes entry materials. The official rules are always clearly
printed in an easy to find location.

Finally, RDA’s policy is to award all prizes offered. The majority of sweepstakes
conducted by RDA are in the form of a random drawing. If a selected winner is
deemed ineligible for any reason, the prize is always awarded to an alternate. In
the instances in which RDA conducts a preselected winning number sweepstakes,
a preselected winning number is always distributed, and if the winning number is
not returned, the prize is awarded in a second chance drawing, even though such
a drawing is not required by law. In fact, RDA has awarded more than 167 million
dollars to more than 2 million winners, and expects to award over 8% million dol-
lars in 1999 alone. All of RDA’s sweepstakes are administered by an independent
judging agency in order to ensure the integrity of the winner selection process.

RDA’s effectiveness in communicating the no purchase necessary message and the
other material terms and conditions of its sweepstakes is strongly reflected by its
own customer data. In all cases, across all product lines, the vast majority of con-
sumers who respond to RDA mailings, respond without a purchase. In fact, on aver-
age between 75 and 80 percent of consumers who respond to a mailing, respond
without making a purchase. Stated differently, more than four times as many con-
sumers respond without making a purchase as those who respond with an order.
For example, during fiscal year 1998, RDA received approximately 112 million en-
tries without an order. This pattern is similarly reflected among RDA winners.
Again, on average, 80 percent of RDA prize winners have entered without an order.
This evidence clearly and empirically demonstrates that RDA mailings, clearly, con-
spicuously and effectively communicate the message that no purchase is necessary
to enter and that entering without a purchase does not enhance one’s chances of
winning. Those consumers who respond by ordering an RDA product, thus cannot
and should not be characterized as “victims” of deceptive mailings, but rather
should more properly be characterized and viewed as intelligent, informed consum-
ers who have elected to purchase a product based on the strength of the product
offer, and the value and quality of the product itself.

IV. RDA DOES NOT TARGET THE ELDERLY OR ANY DEMOGRAPHIC GROUP

RDA states emphatically that it does not target the elderly or any other demo-
graphic group. Again, RDA offers a wide variety of products covering a wide range
of interests. Given the breadth and variety of the products RDA markets, its product
offer mailings by their very nature are likely to appeal to different target audiences.
The criteria used to select the persons who receive any particular product offer mail-
ings are, therefore, based on the specific product being offered and vary by product
line. RDA attempts to mail each product offering only to those persons who are like-
ly to have an interest in or affinity for the particular product being promoted. RDA’s
success as a direct mail marketer depends on its ability to properly identify the
proper target audience for each of its particular product mailings, and that, by ne-
cessity, will vary by product. Neither age, nor any other single demographic cri-
terion is ever a factor in and of itself in determining whether a particular name will
be selected. Demographic data may be given some consideration as indicative of a
likelihood of interest in a particular type of product, where the product is likely to
have an appeal to a particular age group. For example, being over a certain age
would be a negative factor for a contemporary music offer, but may be a positive
factor for a compilation of music from the 1940s. Even in those instances, however,
where the product is likely to have an appeal to a particular age segment, age is
still only one of several factors, and is never one of the key factors to be considered
in determining to whom the product offer will be mailed. Other characteristics indic-
ative of potential interest in the product will also be considered and will of course,
vary by product. We would respectfully refer the Subcommittee to the Response pro-
vided by RDA to Request 3(d) for a detailed description of the many criteria RDA
utilizes to determine who will receive a product mailing. While confidentiality con-
cerns preclude us from specifying those criteria here, we are certain the Subcommit-
tee will agree that age is not among the criteria used to determine who will receive
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a product mailing. Many of RDA’s products are targeted to a particular interest,
which can and is likely to span across multiple age groups. For example, Reader’s
Digest Magazine is read by more PC users than the four leading PC magazines and
by more rock fans than Rolling Stone Magazine.

It is true that a significant segment of RDA’s customer base is above the age of
65. This, however, is purely a function of the fact that RDA is an established com-
pany, indeed a part of our American tradition, and has been offering quality prod-
ucts for over 75 years. The fact that a significant segment of RDA’s customer base
is comprised of mature citizens, is a tribute to RDA’s ability to maintain long term
customer relationships and to build long-term brand loyalty. This, in and of itself,
is perhaps the best empirical evidence of the fact that RDA’s mailings have been
consistently fair and honest, as no company could succeed in maintaining such a
loyal and established customer base if it engaged in misleading tactics.

V. RDA’S BUSINESS PRACTICES ENCOURAGE APPROPRIATE RESPONSIBLE
PURCHASING BEHAVIOR

In addition to the strong guidelines adhered to by RDA in communicating its
sweepstakes offers to consumers, RDA employs a number of business practices de-
signed to ensure that its products are purchased only by those who want and need
them and to detect and discourage inappropriate purchasing behavior. These poli-
cies reflect the high ethical business standards RDA applies to all aspects of its
business. First, all of RDA’s products are backed by a 100 percent satisfaction guar-
antee. Any magazine subscriber who is dissatisfied can cancel the subscription at
any time and receive a full refund for all unserved issues. In addition, any pur-
chaser of any of RDA’s other products can return the product at any time for a re-
fund. Moreover, RDA does not require payment in advance of product shipment, so
that the consumer can examine the product before paying.

Second, all names on RDA’s customer list are subject to mail plan elimination cri-
teria. These criteria prevent customers from receiving an offer for something they
have already purchased. For example, a current subscriber to Reader’s Digest Maga-
zine will not be sent any further mailings (other than renewal efforts) soliciting a
subscription to the magazine.

Third, all names are matched against Reader’s Digest’s do not mail file and the
Direct Marketing Association’s Mail Preference Service to prevent RDA from send-
ing mailings to those persons who have indicated that they do not want to receive
further mailings from RDA. RDA also honors do not mail requests received from
legal guardians.

Fourth, RDA has instituted a program to identify high volume purchasers and re-
mind them that no purchase is necessary to enter or win the sweepstakes.

Because RDA markets such a large number and wide variety of products, it is to
be expected that RDA’s customers will be sent a variety of product offerings and
may, in fact, purchase multiple items. There is no indication, however, that RDA’s
customers are being promoted excessively, nor is there any indication that RDA’s
customers are engaging in inappropriate or excessive purchasing behavior. We must
be careful not to equate a loyal satisfied customer who may have a variety of inter-
ests that RDA’s diverse product offerings appeal to, with a confused or uninformed
customer. Such a conclusion runs counter to the whole notion of efficient direct mar-
keting. As a company, RDA prides itself on its ability to develop products that ap-
peal to its customer’s interests. Indeed, much of the research for new RDA product
development is conducted among RDA’s existing customers. RDA has a strong busi-
ness dedication to developing products that appeal to its existing customers’ inter-
ests and desires, and its ability to successfully market new and multiple products
to its existing customers base is a tribute to its success in achieving that corporate
goal.

RDA’s own customer data suggests that RDA’s customers are not being promoted
excessively and are not purchasing at an inappropriate level. For example, while the
media has highlighted reports of consumers who have received 30—-40 mailings per
year from the same company, the average number of mailings received by RDA cus-
tomers was 6 during fiscal year 1997, and 7 during fiscal year 1998. In addition,
the average number of dollars spent by a RDA customer during fiscal years 1997
and 1998 was $76.00 and $71.00 respectively. Given the wide range of RDA product
offerings available to choose from, we would respectfully suggest that these are in-
deed modest numbers.
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VI. RDA RECOGNIZES THAT A VERY SMALL NUMBER OF CONSUMERS WHO
RESPOND TO PROMOTIONAL MAILINGS MAY BE CONFUSED BUT IS
COMMITTED TO STRONG INDUSTRY SELF REGULATION TO ADDRESS
THE SPECIAL NEEDS OF THIS GROUP

While RDA recognizes that some consumers who respond to promotional mailings
may be confused, RDA believes that this represents a very small segment of the
population as a whole. The information presented earlier in this testimony concern-
ing relative response rates with and without purchase and average purchasing lev-
els, strongly indicates that the vast majority of RDA’s customers understand how
RDA’s sweepstakes operate, and that no purchase is necessary to enter. Nonethe-
less, to the extent that there may be a small segment of the population responding
to RDA’s mailings that is confused, RDA is sympathetic to the special needs of that
group and is committed to developing a solution to address this problem.

RDA believes, however, that the needs of this small segment of the population can
best be addressed through responsible corporate practices and industry self regu-
latory measures designed to identify these individuals and provide whatever special
assistance may be required, rather than through burdensome regulations which will
impose onerous disclosure requirements on sweepstakes operators, which are just as
likely to be misunderstood by this segment of the population.

Throughout its 75 year history, RDA has been an avid supporter and advocate of
strong industry self-regulation as a member of the Direct Marketing Association
Ethics Committee and through other voluntary measures. RDA has taken a
proactive role in working with the regulatory community towards establishing and
maintaining proper standards of conduct for the direct mail community.

RDA has also conducted an extensive consumer education program designed to as-
sist consumers in distinguishing fraudulent sweepstakes from legitimate ones. Spe-
cifically, RDA has produced television and radio announcements, provided consumer
education information on its website, and distributed a sweepstakes Fraud Preven-
tion Tips pamphlet free to customers.

As a further example of RDA’s proactive approach, upon learning that the issue
of high volume purchasers was of concern to the legislative and regulatory commu-
nity, RDA undertook on its own initiative, to conduct a representative survey of cus-
tomers who had spent $3,000 or more during fiscal year 1998 to ascertain their level
of satisfaction with RDA’s products and awareness of the fact that no purchase is
necessary to enter the sweepstakes. RDA also sent letters to all customers who had
spent $2,000 or more during fiscal year 1998 to reiterate to such persons that no
purchase is necessary to enter RDA’s sweepstakes. As detailed in RDA’s initial and
supplemental responses to Request 8, the consumer response to these communica-
tions indicates a high level of consumer satisfaction with RDA’s products and aware-
ness of the no purchase necessary policy. RDA intends to incorporate this type of
program into its standard operating procedures and has also begun working through
industry associations towards the adoption of this type of monitoring program on
an industry wide basis. As a member of the Magazine Publishers of America (MPA),
RDA will also be adhering to the Best Practices Guidelines recently adopted by the
MPA, including those policies designed to detect and prevent consumers from enter-
ing into excessively long subscription terms. RDA believes that these types of self
regulatory initiatives will prove to be highly effective in addressing the special
needs of the small segment of the population that may be engaged in excessive or
inappropriate purchasing behavior.

VII. RDA SUPPORTS THE EFFORTS OF CONGRESS TO ADOPT MEASURES
INCLUDING LEGISLATION WHICH WILL PROTECT CONSUMERS FROM
FRAUD AND DECEPTION WHILE NOT UNDULY BURDENING THE OPER-
ATION OF LEGITIMATE SWEEPSTAKES

RDA is fully committed to working with Congress on appropriate, effective meas-
ures including legislation that will provide added protection to consumers while not
unduly restricting the legitimate use of sweepstakes as an effective marketing tool.

Indeed, RDA supports and endorses many of the principles embodied in the most
recent version of Senator Collins Bill (S. 335) including:

¢ Clear and prominent disclosure of the no purchase necessary message.

¢ A prohibition on representing that those who enter with a purchase will
ha\i{e an increased chance of winning or receive priority in the sweep-
stakes.

¢ Disclosure of all material terms and conditions of the offer, including
odds, nature and value of prizes and any fees, charges, or other condi-
tions that must be met in order to receive a prize.
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¢ A prohibition on false representations that the recipient of the mailing
is a winner.

¢ A prohibition on inconsistent or contradictory disclaimer language.

¢ Clear and prominent disclosure of the identity of the sponsor of the
sweepstakes.

¢ Clear and prominent disclosure that facsimile checks are non-negotiable.

¢ A requirement that all mailers adopt reasonable procedures to prevent
mailings to persons who have indicated that they do not want to receive
further mail from the sponsor.

While further discussion concerning certain elements of the bill and the precise
language of certain provisions is still necessary, we believe that Senator Collins has
identified the appropriate areas to be covered and we pledge our commitment to
continue to work with Senator Collins and other members of Congress towards Fed-
eral legislation. We believe that properly balanced legislation which provides uni-
form national standards would be an improvement over the current framework
Whichhconsists of many inconsistent State laws and heartily support such an ap-
proach.

VIII. CONCLUSION

RDA is extremely proud of the consumer trust it has established over many years
and is committed to honoring that trust. RDA shares the concerns of the Congress
and other regulators over the fraudulent use of sweepstakes as such practices un-
dermine consumer confidence in sweepstakes and hurt businesses like RDA who
seek to use sweepstakes as a legitimate and effective marketing tool. RDA believes
that sweepstakes can continue to be used as a legitimate and effective marketing
tool if the companies who employ sweepstakes adhere to firm ethical guidelines that
promote consumer confidence. We are eager to work with other companies who use
sweepstakes, with industry associations, with Congress, with the Postal Inspection
Service and with other Federal and State regulators to achieve that goal.

PREPARED STATEMENT OF ELIZABETH VALK LONG, EXECUTIVE VICE
PRESIDENT, TIME INC.

Good morning, Madame Chairman, and thank you for the opportunity to testify
today. My name is Elizabeth Long, and I have been in magazine publishing and at
Time Incorporated for the last 20 years. I am currently Executive Vice President
at Time Inc., and my responsibilities include several divisions directly related to the
circulation of our magazines.

I. Background Concerning Time Inc. And Its Use Of Sweepstakes Solicitations

Time Inc., a wholly-owned subsidiary of Time Warner, is the world’s largest maga-
zine publisher. It publishes many of this nation’s leading magazines, including
Time, Fortune, Sports Illustrated, Life, People, Teen People, Money, In Style, Enter-
tainment Weekly, Parenting, Health, and Southern Living. The company’s flagship
publication—Time magazine—celebrated its 75th anniversary last year. All told, 32
magazines are part of the Time Inc. family; most are the market leader.

In the magazine industry, there are two principal and related revenue streams:
advertising and circulation. Prices charged to advertisers are determined largely by
a magazine’s rate base—the amount of paid circulation a magazine guarantees it
will deliver for each issue. Making the rate base that we promise to an advertiser
is of critical importance. If paid circulation dips below the guaranteed rate base, an
advertiser is entitled to compensation for the shortfall.

Circulation revenue is derived from two sources: subscriptions and newsstand
sales. Like all other major magazine publishing companies, Time Inc. uses a variety
of media to sell subscriptions and maintain its rate base: direct mail, television ad-
vertising, and insert cards among others. Our direct mail efforts involve premiums,
discounts, free trial issues, as well as sweepstakes mailings. (We do not use other
contests or games of skill). The goal of our circulation efforts is not to attract one-
time purchasers. Time’s rate base of 4 million, and Sports Illustrated and People’s
rate base of 3 million were not built by attracting a series of one-time subscribers.
Our success is based on a 75-year history of satisfied customers. Readers who try
our publications appreciate the quality and credibility of our publications, and
renew their subscriptions for those reasons. Our goal is to encourage people to try
our magazines. Premiums, discounts, free trial issues, and sweepstakes mailings are
all used to make a trial purchase easy and attractive.

Sweepstakes mailings have been a part of Time Inc.’s circulation efforts for more
than 20 years. Time Inc. magazines use sweepstakes in their own promotional ef-
forts, which we will discuss below. Also, like other major magazine companies, such
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as Hearst, Conde Nast, and Reader’s Digest, subscriptions to Time Inc. publications
have been sold through the “stamp sheet” companies: Publishers Clearing House
(“PCH”) and American Family Publishers (“AFP”).1 In the early 1980’s, a number
of Time Inc. magazines began using sweepstakes mailings as part of their own di-
rect marketing efforts.

PCH and AFP provide an important service not only to Time Inc. but to all major
magazine publishers. Because of the huge scope of their mailings, the wide variety
of magazines that they offer, their mailing lists, and their historical knowledge of
this business, PCH and AFP are able to efficiently provide publishers with a signifi-
cant volume of new subscriptions. Time Inc. and other publishers acting individually
could not economically mail to as broad a population as AFP and PCH do. These
agents permit publishers to attain their circulation base guarantees to advertisers.
If the stamp sheet companies were driven out of business, publishers’ ability to sus-
tain their circulation levels would be seriously eroded. Many magazines would be
adversely affected, and some would fail.

Sweepstakes are commonplace in today’s business world. They are used as a mar-
keting and promotion tool by automobile manufacturers, fast food chains, the soft
drink industry, the snack and candy industry, the credit card/banking industry, ce-
real manufacturers, and even charities—including the Easter Seal organization.
Magazine publishers employ sweepstakes for the same reason that all these other
businesses do. They are attention-grabbers—like a “SALE” sign in a department
store window. They may encourage a potential customer to open a mailing that they
otherwise would throw in the trash. The point of these mailings is not to convince
people that they have won a prize. That serves no business purpose, and would only
alienate and anger potential customers. Instead, the point of these mailings—like
all advertising and promotional efforts—is to attract attention and interest.

II. Time Inc.’s Sweepstakes Mailings

About half of Time Inc.’s publications—including Time, Sports Illustrated, People,
and Life—use sweepstakes promotions. Many of our customers enjoy participating
in the sweepstakes, and very few have difficulty understanding them. Statistics
which we discuss below bear this out.

Time Inc. sweepstakes mailings contain a number of standard terms designed to
eliminate consumer confusion. We repeat at several points in our mailings—in our
letter to consumers, on our order forms or reply envelopes, and in our sweepstakes
rules—that no purchase is necessary. Indeed the “no purchase necessary” notice is
printed in bold type as the first three words in our rules; the rules themselves are
set apart and easily located, often on the outside of our sweepstakes mailer or on
our sweepstakes entry form. Unlike the lottery tickets sold by many of our State
governments, our sweepstakes mailings do set forth the odds of winning.

Our sweepstakes are run fairly and honestly, and are administered by an inde-
pendent judging organization. Since December of 1986, Time Inc. has paid out more
than $13 million in cash prizes to more than 66,000 sweepstakes entrants. We de-
termine our prizes at the beginning of a sweepstakes period, and set a date by
which time our prizes will be awarded, without any contingencies. We award our
major cash prizes once a year. Orderers and non-orderers have the same chance of
winning, and we make it as easy for non-orderers to enter as for those who order
magazines. Indeed, our magazine promotions explicitly explain to consumers how to
enter the sweepstakes without ordering.

Our sweepstakes promotion program is not designed to, and does not, induce con-
sumers to buy an inappropriate number of magazines.2 As the statistics previously
provided to the Subcommittee demonstrate, 85.6 percent of the individuals who sub-
scribe through our sweepstakes promotions bought from us only once in 1998. 98.4
percent of these subscribers ordered between one and three times in 1998—many of
these were renewals of the same magazine. Since a large proportion of brand new
subscriptions are for 6 months, the first order and subsequent renewal often occur
in the same year. The data from 1997, also previously presented to this Subcommit-
tee, are nearly identical: 85 percent and 98.3 percent respectively. These data dem-

1A wholly-owned subsidiary of Time Inc. owns a 50 percent interest in American Family En-
terprises, the parent of AFP.

2 Although many direct marketing companies pursue a strategy of remailing customers a suc-
cession of promotions for various products, Time Inc. is not one of them. We are a highly decen-
tralized company, and our individual magazines employ independent marketing strategies which
focus on attracting and retaining customers for each individual publication. Delivering a maga-
zine’s circulation guarantee for advertisers is the foremost goal of consumer marketers in the
company, and renewing current subscribers is the best way to ensure that that objective is met.
In other words, renewing a Sports Illustrated subscriber is more important to management than
selling that subscriber another Time Inc. product.
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onstrate that our sweepstakes customers are not obsessed with buying our maga-
zines to enter our sweepstakes.

Anyone who analyzes our sweepstakes customers’ buying habits can readily see
that they are not compulsive buyers of our magazines. The average total amount
spent by our sweepstakes customers in 1998 was $56.01. And, 93 percent of our
sweepstakes subscribers spent between $1 and $99 on our magazines. 99 percent of
our sweepstakes subscribers spent less than $200 on our magazines in that year. (The
figures for 1997 are virtually the same.) Nothing here suggests that people are buy-
ing “too many” of our magazines, or that consumers are buying our magazines mere-
ly to participate in the sweepstakes. These figures are particularly striking given
the relatively high cost of annual subscriptions to our magazines—$103.48 for Peo-
ple, $81.95 for Sports Illustrated, and $59.95 for Time and Fortune. In light of these
subscription prices, the annual cost of two or three magazines quickly exceeds $100.

Our sweepstakes mailings have never targeted the elderly, or any other discrete
segment of the population. We mail sweepstakes promotions to all demographic seg-
ments of the population, and the sweepstakes copy used in these mailings is iden-
tical. The statistics previously submitted to this Subcommittee show two very impor-
tant things: first, sweepstakes have wide appeal across generations; and second,
that our elderly sweepstakes customers do not spend significantly more money, or
order significantly more often, than do our younger sweepstakes customers.3 In
1998, 99.5 percent of our sweepstakes customers under the age of 55 spent less than
$200 on our magazines; 99.1 percent of those aged 56 to 64 spent less than $200;
98.9 percent of those aged 65 to 69 spent less than $200; and 97.6 percent of those
agecli) 70+ spent less than $200. (Once again, the statistics for 1997 are nearly iden-
tical).

Similarly, in 1998, 99.3 percent of our sweepstakes customers under age 55 made
between 1 and 3 purchases; 98.3 percent of those aged 56 to 64 made between 1
and 3 purchases; 97.8 percent of those aged 65 to 69 made between 1 and 3 pur-
chases; and 95.5 percent of those aged 70+ made between 1 and 3 purchases. (The
figures for 1997 are nearly identical).

It is very clear that the vast majority of our sweepstakes customers are neither
ordering nor spending at what might be considered to be an unusually high level.
Given the volume of Time Inc. sweepstakes mailings sent to consumers—nearly 500
million mailings sent from October of 1995 through February of 1998—there will in-
evitably be a very small number of consumers who may not read our copy, or cor-
rectly comprehend it. Time Inc. is prepared to work with this Subcommittee and
representatives of the magazine publishing and direct marketing industries to de-
vise remedies for whatever problems this very small percentage of our customers
are experiencing with our mailings. Our concern is that the remedy that is devised
be responsive to the problem, and not indiscriminately and unnecessarily damage
a business that consumers enjoy and that is an effective marketing tool, not just
for magazines publishers, but for a wide array of other businesses and charities. Al-
though there has been a great deal of attention focused on this issue of late, includ-
ing in the media, we believe that the problem has been substantially, perhaps even
dramatically, overstated. We welcome this Subcommittee’s efforts to quantify and
define the extent and nature of any problem caused by sweepstakes and will assist
this Subcommittee in any way we can to gauge and correct the problem. We are
concerned, however, that the perceived problem may have cast a shadow which is
much larger than the reality.

II1. Proposed Legislation

With respect to the legislation introduced by Chairman Collins and Senators
Cochran, Levin, and Durbin, S. 335, we have been able to review in depth the provi-
sions that would prohibit certain practices in sweepstakes mailings and mandate
certain disclosures. We are still analyzing the balance of the bill, although we have
certain preliminary concerns about it.

A number of the practices which S. 335 would bar are not engaged in by Time
Inc., and a number of the disclosures which S. 335 would require, Time Inc. mail-
ings already make. We consider the proposed restrictions and disclosures in the
order that they appear in the proposed bill (at Section 3001(k)(2)(B) (i)-(xiii).

(i) No purchase is necessary notice

Time Inc. sweepstakes mailings already include such a notice, in at least three
locations.

30f our 32 magazines, only Time Magazine pursues an editorial and/or marketing strategy
tailored to different demographic market segments: professionals, mature readers (50+), fami-
lies, and youth. The sweepstakes copy sent to these four core groups is identical.
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(ii) Threat that further mailings will not be sent absent a purchase

Time Inc. does not use this technique in its mailings. This concept is acceptable
to us.

(iit) Linkage between sweepstakes entry and payment

Time Inc. does not use this technique in its mailings. This concept is acceptable
to us.

(iv) Suggestion that odds of winning will increase if purchase is made

This concept is acceptable, but the provision should use the term “represents”
rather than “suggests.”

(v) Representation that a consumer is a winner when they have not won a prize
This concept is acceptable.

(vi) Clear presentation of rules
This concept is acceptable.

(vit) Clear identification of party mailing sweepstakes material and its principal
place of business
This proposed provision should refer to the sponsor of the sweepstakes, not the
vendor responsible for sending out the packages. Otherwise, it is acceptable.

(viii) Prohibition of statements that are inconsistent with contest rules

In concept this is acceptable, although it is unclear what statements might be
viewed as “qualifying, limiting, or explaining [the] rules in a manner inconsistent
with [the] rules.”

(ix) Notice in rules of odds of winning, quantity, value and nature of prizes, and
schedule of payments

Time Inc. sweepstakes mailings already include this information.

(x) Suggestion that purchase will give sweepstakes entry priority, or make customer
eligible for additional prizes or special treatment in future contests

This concept is acceptable.

(xi) Disclosure of fees associated with claiming free prizes or awards

There are no fees or charges associated with Time Inc. sweepstakes prizes.
This concept is acceptable.

(xii) Facsimile checks must contain “non-negotiable, no cash value” notice
This concept is acceptable.

1V. Headline Copy

Many Time Inc. sweepstakes mailings make use of what is known as “headline
copy.” In a February 3, 1999 press release, the Subcommittee expressed concern
about this sweepstakes technique:

Another mailing used large type that read: “You Were Declared One of
Our Latest Sweepstakes Winners And You’re About to Be Paid $833,337 in
Cash!” Of course the recipient wasn’t really a winner. As the fine print ex-
plained, the money would be won only if the recipient held the grand prize
winning number and returned it “in time.”

Headline copy has been used for more than 10 years by Time Inc. and other major
sweepstakes mailers. Like the sweepstakes mailings as a whole, headline copy is an
attention-grabber. Language referring to the sweepstakes’ $833,337.00 grand
prize—that the recipient has won the prize; that “we are now authorized to pay”
the prize; that a bank check is on its way to the recipient’s address; or that the prize
will be forfeited absent a response—is in large, bold type, while explanatory copy—
e.g., “if you have and return the grand prize winning entry in time, we will officially
announce. . . .”—is in smaller, albeit very legible type, usually 12 point.

Is the headline copy designed to capture the recipient’s attention and encourage
him or her to read further? Of course. This is no different than any headline wheth-
er it be in a newspaper, magazine or press release. Headline copy is always de-
signed to get the reader’s attention, not tell the whole story. You must always read
further to get to the meat of the matter. Could any reasonable person who reads
the package come away believing that they have won the grand prize? No. At every
instance in which headline copy concerning the grand prize is found, explanatory
copy directly adjacent to the headline copy makes clear that winning the prize is
contingent upon having and returning the grand prize winning entry. The explana-
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tory copy is clearly legible and is clearly set off in open areas of the promotion
where it cannot be missed. And the explanatory copy is not in “fine print.” Instead,
it is generally in 12-point type—the same size type as that used in the Subcommit-
{:ee’s press release “Section-by-Section Summary” of the proposed sweepstakes legis-
ation.

While our business practices are not determined merely by what is legally permis-
sible, it is worth pointing out that courts have repeatedly rejected the argument
that Time Inc.’s headline copy is deceptive. In Haskell v. Time Inc., 857 F. Supp.
1392, 1403 (E.D. Ca. 1994), for example, the Court reviewed sweepstakes language
stating: “If you return the grand prize winning entry, we’ll say you’re the winner.”
In considering this statement, and others in the mailing, the Court stated:

These statements, in context, are not misleading. It is clear from the ex-
emplar that no reasonable addressee could believe that the mailing an-
nounced that the addressee was already the winner. . . . The statement
“you’re the winner” is preceded by “if you return the grand prize winning
entry, we'll say.” These allegations are dismissed.

Haskell v. Time Inc., 857 F. Supp. at 1403.

Similarly, in Freeman v. The Time Inc. Magazine Co., 68 F.3d 285 (9th Cir. 1995),
the Court rejected plaintiffs argument that Time Inc.’s headline copy was deceptive:

The promotions expressly and repeatedly state the conditions which must
be met in order to win. None of the qualifying language is hidden or
unreadably small. The qualifying language appears immediately next to the
representations it qualifies and no reasonable reader could ignore it. Any
persons who thought that they had won the sweepstakes would be put on
notice that this was not guaranteed simply by sufficient reading to comply
with the instructions for entering the sweepstakes.

Freeman further contends that the qualifying language in the promotion,
even if read by the recipient, is ambiguous. He argues, for example, that
the statement “If you return the grand prize winning number we’ll officially
announce that [you have won]” leaves room for the reader to draw the in-
ference that he or she has the winning number. Such an inference is unrea-
sonable in the context of the entire document. In dismissing the complaint
against Time in Haskell, the court noted that such “statements, in context,
are not misleading. It is clear from the exemplar that no reasonable ad-
dressee could believe that the mailing announced that the addressee was
already the winner. . . .” We agree. Any ambiguity that Freeman would
read into any particular statement is dispelled by the promotion as a whole.

Freeman, 68 F.3d at 289-90 (emphasis added).

In short, the courts have repeatedly confirmed that no reasonable person reading
our mailings would believe that he or she has won the grand prize. The courts’ con-
clusions simply reflect common sense. No reasonable person would take action based
on a headline that he or she read in a newspaper or magazine, without reading the
underlying article. The headline is a tried, true and accepted literary device to get
a reader to read the whole story, not just the headline.

V. The Future

We firmly believe—and all relevant statistics confirm—that the vast majority of
our customers (i) understand our mailings, and (ii) buy our magazines on their own
merits, not merely to participate in the sweepstakes. However, we recognize that
a very small percentage of the population may have difficulty with sweepstakes pro-
motions. This is a significant concern to this Subcommittee, to various Attorneys
General, and to us. We at Time Inc. have as much interest in solving these difficul-
ties as this Subcommittee and the various Attorneys General do. None of these
problems or regulatory concerns are good for our business, and we sincerely want
to work out appropriate solutions to them.

Among other things that we are voluntarily undertaking to address these con-
cerns is the development of an internal program to identify any customers whose
unusual buying patterns suggest a misunderstanding of our sweepstakes pro-
motions. Such individuals will be reminded that there is never any requirement to
purchase our products in order to participate in our sweepstakes. If these customers’
unusual buying patterns continue, one option may be to place them on “do not pro-
mote” lists. However, the issue is a complicated one, involving privacy principles
and the fact that we cannot simply make assumptions about individuals or, worse,
classes of individuals. Further, we believe that the remedy for this problem must
be industry-wide in order to be fully effective. We strongly support industry efforts
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to identify and craft appropriate assistance to individuals whose conduct indicates
difficulty understanding sweepstakes promotions. Of course, this will have to be
within the bounds of pertinent antitrust law, if any.

We are also undertaking several additional voluntary initiatives to further ensure
the clarity and straightforwardness of our sweepstakes promotions. We are taking
steps to further increase the clarity and prominence of explanatory copy associated
with any headline or winners list copy. Also, most of our promotions include a state-
ment on the entry or order form telling the reader how to enter without ordering.
We will make this a general policy for all of our sweepstakes promotions. Finally,
we will ensure that the sweepstakes rules in all of our packages will be printed in
at least 8 point type (the same type size used in the Wall Street Journal). In this
regard, note also that in our latest sweepstakes, Guaranteed & Bonded IV, the
statement of the numerical odds of winning each prize in the rules has been high-
lighted in bold type.

In closing, Madam Chairman, we want to thank the Subcommittee for its invita-
tion to appear at this hearing. We recognize that there is a problem and a basis
for legitimate regulatory concerns, and we want to develop appropriate solutions.
The Subcommittee is performing an important service in helping the sweepstakes
and direct marketing industries and the regulators define the scope of the problem
and develop solutions which address those problems. These solutions should be tai-
lored to the real issues, avoid unnecessary damage to the vitality of our magazine
industry, and not run afoul of the protections afforded commercial speech under the
First Amendment.
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on Investigations
PUBLISHERS A
CLEARING HOUSE EXHBIT#

101 WINNERS CIRCLE
® PORT WASHINGTON, NEW YORK 11050

Dorothy Addeo
Contest Manager

October 10, 1997
fustace Hall

Dear Eustace Hall:
I‘m in a bit of hot water -- and only you can help me out!
My boss dropped into my office the other day, sat down and sighed.

*What’s the story with Eustace Hall? I see that name on our Best Customer
List, on our Contenders List, on our President’s Club Menber List. But I
don’t see it on our Winnere List, There must be something we can do to
change that. It’s not right when someone as nice as Eustace Hall doesn’t
win."

Then he sighed again, looked at me, and left.
And I sat there wondering what to do.

I had my mission, Eustace Hall., To make you a winner -~ and soon, And I'm
happy to report that with a little help from you I can personally guarantee
that you’ll win a prize in our Sweepstakes!

You see, you're due to receive a Sweepstakes invitation from Publishers
Clearing House in the next few days. Now, I‘ve made sure that your
invitation includes a special opportunity that guarantees you’ll win a
prize valued up to §5,000,000.00. That’s a guarantee you won't get from
any of our competitors. So don‘t be fooled by imitators -- look for a
purple envelope from Publishers Clearing House with your personal
Guaranteed Winner Documents attached to the front.

Return the Guaranteed Winner Document from that Bulletin by the deadline
and you’ll be a Publishers Clearing House winner!

I can’t say what that prize will be. BAnd I can’t say exactly when in the
coming year you'll win. But win you will!

So please accept our invitation as soon as you receive it. Once you do,
you’ll experience the thrill of winning -- and that’s guaranteed!

Waiting to hear from you,

Donstiog
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OPEN YOUR DOOR o "
$31 MILLION

WELCOMETO: ) e st ot
GLENRIDGE © : | y
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R
sslop
rargest SupetPrize ever!

Hi. fm Dave Sayer, You've probgbly ssen ion. I'm the Fhan whio ﬁngjs the doorbels of our big winners
and greats them with the nieivs that heyyve Ust become TR

tm always on the road visting winnets, and fm wiiting fo tell you that fm alteady starting o prepare for my next trip.
And what a fio this one is going to bel You see, to celebrate our 31 years of Swoepstakes Giveaways, we could be
awarding $31,000,000.00 on the evering of January 31, Super Bowl Sunday! In fact, | could b rushing through the
streets of Glen Ridge looking for your home because 1see ...

... the name of Mrs. Qe Is among
those on the Prize Patrol ltinerary as a potential
winner of $31,000,000.00¢

You see, your recent order and entry has proven to us that you're indesd one of our loyal fiiends ond o sawy
Sweepsiakes player, And now, fm pleased fo fell you that youtve passed our selection criteria fo receive this
special Invitation -- and potential wihner status - fo claim this giant $31 Milion SuperPrize.

In addition, this document confirms that your recent order
has been recelved and is now being processed for delivery. 1t shouid anive shortly.

Dot rriss out -~ his Is & spaclcl THRTY-ONE MILLION DOLLAR opportunity just for special fends like you. Even if you've
enfeted our Sweeps befare, | urge you to enter this one, jo0. And i the SuperPrize Numbex assigned to you In this
Bullefin matches the winning one ...

.. 1he nome-Mueshelitaiin gocs on
our glant check for $31,000,000.001

But before the Prize Patrol can leave Port Washington, you have to let us know
that you want this chiance at winning 31 Milion Dolkars, And thaf's so easy fo do.
Simply transfer the Prize Patrol Confimation Label betow fo the Prize Patrol
Confirmation Form and refum it by the 1/4/99 deadine. Then, ff the winning
SuperPrize Numbar comes in and s yours ...

This number could make

Il definliely ring tho tmimitme's doorbell on January 31 @ $31,000,000.00 Winnerl
fo present you with your check, and your winning moment will be Deklucge clz?d affi this
] label o your
broadcast live on FOX TV right after the Super Bowl pizs P Confimnalion Foirm

50 humy! We'll hotd your place on the Prize Patrol finerary unti the and mak fodoy!

deadine date. Don't miss out on his special opportuntty fowinmiionsl —— ____ "N & ______.
PRIZLE PATROL

CONFIRMATION LARBL

Thete's moiel Over plecse ...
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customers fike you. You'llfind dozens of great products - all at unbedtable prices. ~
Just take a look at this outstanding variety. I'm sure you'l find something here o please you or anyone on your gift list:
BIOSLIME ... OUR SPOTLIGHT FEATURE! Finally ... a natural, healthful waight control program that redlly works!

“FOREVER YOUNG" Music Collection ... our special HOUSE FAVORITEL Delight in 38 graat hits from a
classic era in pop music ... the fabulous Fifies and swingin' Sixties!

ROYALTON COLLECTION "JENNIFER" BUTTERFLY DOLL ... a finely crafted collectible featuring lovely design
and hand e 3

B

GREATEST HEROES AND LEGENDS OF THE BIBLE .. One of the Gl-ime greats, Chartton Heston, brings the
story of Moses and the miracies of Jesus to ife in this exclling two-video collectioni

And, be sure you don't miss out-on other terific offers like the classic FANNIE FARMER BAKING BOOK, coniaining over
BOO fasty recipes ... soft, chewy, delicious CITRUS FRUIT SLICES in a beauiful stained glass-design gift tin ... and the
non-stick, dishwasher safe AMBERWARE® MICROWAVE COOKWARE which makes tood preparation a breeze! The list
Qoes on and on with over 75 incredible values -- from videos to music, books 1o handy household itemsl

There are absolutely no shings attached fo our prizes.

Whether or not you decide to take advantage of these terific offers, | want you to know that | deliver the piizes with
nﬁ t:Engs attached. We never ask you fo pay any money fo claim your prize. Publishers Cleating House gives YOU
q moneyl”

With so much money at stake -- | irge you 1o act RIGHT NOW!
$o let me know right away if you want me fo anive ot your door ready 1o award o BIG MULTIMILLON DOLLAR cash

prizel 'm waiting to hear from you nowl
d ;27 &

Dave Sayer,
for The PCH Prize Patrol
P.5. We've dipped into our reserves, bonded and registered $31,000,000.00 in prize money with New York State to

celebrate our 31-year Sweepstakes history -- and if's guaranteed to be awarded January 31st I the winning number
is retumed fiom a $31,000,000.00 Super Bowi Bulletin. I not, the prize will be $10,000,000.00 and the balance wil be
awarded in a futute Giveaway. So hurry -- the big day is fast approaching. Make sure you fell us if you'll be home --
simply affix your Coded Prize Delivery Label from the fiont of this letfer fo your enclosed Notice Of Delivery card
and retum it with your order. If not ordering, see Official Rules for entry details.

Sincerety,

PUBLISHERS CLEARING HOUSE

® 101 WINNERS CIRCLE + PORT WASHINGTON, NEW YORK 11050
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PUBLISHERS CLEARING HOUSE

WINNERS PRIZE DEPARTMENT

Dorothy Addeo David Sayer
October 14, 1598 Cortest Diestor Prize Patrol Director

Dear e

There's nothing we enjoy more than saying to someone, 'Congratulations!
You're a guaranteed winner in the Publishers Clearing House
Sweepstakes!' And now that someone is you, lssime! Just like we
promised in a letter we sent you recently.

As a good friend of PCH you are definitely -- without a doubt -- geing
to win an all-cash prize, if we hear from you by November 18, 1998.
You could even win $5 MILLION on Dec. 18th!

Your win of $5 Million in December would cap a busy year here at
Publishers Clearing House. Dave has been on the road more times than
I can count to give away millions of dollars -- beginning with the $10
Million we awarded on Super Bowlw Sunday and the §1 Million in August
-- and he's not about to slow down for a minute. In fact, the next
scheduled stop for Dave and the Prize Patrol could be your home at

d on December 18th to award a
$5 Million SuperPrize!

Just think: One minute you're going about your business, and then
there's a knock at the door. 1It's the Prize Patreol! In that instant
you've become a millionaire. And we're right there as it happens.
(Who wouldn't love this job?)

I've even enclosed a photo of the Prize Patrol looking as if they're
visiting vour home, so you can picture what your winning moment would
be like.

But first things first. We're ready to make out a prize check to you.
We're Jjust waiting to receive the enclosed 0fficial Prize Award
Guarantee to confirm your winnings. Although most folks will win
$1.00, your prize could be $500.00, 51,000,00, $2,000.00, $10,000.00
$25,000.00, or as much as $100,000.00! What's more, you could very
well win our $5 Million SuperPrize!

Isn't it wonderful when there's no way you can lose?

Congratulations again,

\

P.S. We're so excited about all of this that we're taking an early look
on Friday, December 18th to see if the winning number has been
returned. If you have sent back the winning number, the Prize Patrol
will be visiting your home with the 55 Million SuperPrize! So mail us
your Prize Award Guarantee right away. After all, you have absclutely
nothing to lose and everything to win!

Clig!91944-33500273282
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; Guaranteed?
i Cash Pn'ze}

: Winne

FOR YOUR : %fwf“ @ﬁ“d@
RECORDS hvard W%‘w

Tear off and retain,
Guaranteed ( N
Cash Prize CERTI Ifllégcv%llNNER
Winner LABEL HERE
Entry returned AND ORDER STAMPS BELOW
(IF NOT ORDERING - SEE OFFICIAL
e RULES FOR ENTRY DETAILS.)
for November 19
deadline. \ /
Publishers Clearing House is pleased to guarantee an all-cash prize to you
because we are confident that you will meet the following conditians for
winning. Please check all that apply:
_Ireside at the address above;
Items Ordered

_Tam not directly related to any Publishers Clearing House emplogee;

I have not won a major Publishers Clearing House prize prior to
this Giveaway.

For the timely awarding of your prize, please return this form so it is received
by Dorothy Addeo at Publishers Clearing House by November 19, 1998,

Ehttoy 0t st Buste i 7

Dorothy Addeo Daniel P. Doyle  Eleonora McCormick
Contest Director Treasurer Secretary éﬁ

You will be granted Free nspection Privilege on any order you may ,3? il

o N §31 ot

place. An order will maintain your customer status at the highest level. i ;al’u’"\
i2

1 1

] 1

i PLACE 1ST | PLACE 2ND

i ORDER STAMP | ORDER STAMP !lfnet
: HERE : HERE | ordering,
1 I

1 See Official
PLACE 3RD PLACE LIFE ! Rules for

1 1
' :
! ORDER STAMP | ORDER STAMP | entydetais
! 1
! 1

HERE HERE oo,
4

9890 ' Fort -

PIBLISH!EB CLEARING HOUSE -
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OFFICIAL RULES

Wenma

Why we run our

fun and exciting and calls
merchandise offers. Wegwenwaymimomofddlarshmusmy
year. in total, we've awarded 125 MILLION DOLLARS since our
Sweepshvesw began in 1967, and the number keeps growing larger
every year!

All entries 19,1998 are d to win
mulmemshpdmsprwmed Giveawaym,issmdameli-
gible to win all other Giveaways listed below. This is the Final
Round for Giveaway No. 581 which will end in 2 few short weeks and
is separate from all previous entry opportunities. In No.
599, most people will receive a check for $1.00, you could win up to
$100 Thousand. You could even win $10 Million. You may receive
muttiple entry opportunities in our ongoing Giveaways.

Whyymmsdecledwmﬂveﬁsm Since we can't

mail to everybody, we set up certain qualifications as to what groups
we will send Bulletins fo and when. (Aﬂusmnmmmuswm\

inthe last 3 months gain annal
Club. Nlumnerswmulswmnmagannemmmewm\mm

‘enter our Hvuuys s entry has
mmmm'tmmmmm
your Offictal Prize Award Gusarantee with your Certified Winner tabel
affixed by the deadiine. If you're not ordering and would Sike %o %
enter the Giveaways, you must follow these steps to enter. Use -
the enclosed Non-Order Entry Postcard. Remove the identification
Number Label from the Dorothy Addeo note and paste it in the space
provided. Be sure W write in your full name and retum address. To

enter “Hawaitan Vacation™ Giveaway No. 581, write your Final Round

Our Prize Patrol will notify winners of prizes of $10,000.00

more in persont. We'l cortact winness of prizes under $10,000.00 by
mail. The entrant named on the winning entry foom will be considered
the winner. We must locate any winner and have him or her execute

mNﬁdavﬂofE‘sgibﬁtywlmhaodan«wawusdedanalm

winner. Acceptance of otherwise noted, constitutes

pemislnnmlsemmm’smm photograph in television com-
and for other p

eliminated when we go through this process
meet the standards. But you did! That's why you're receiving the
enclosed documents that could make you a miflionaire!

How you could be selecled a winnec. You could win our $10 Million
or $5 Million SupedPrize® (Giveaway Nos. 555 and 525) if you have the
matching winning number and retum R by the deadiine. WeTtakea

special early look for the winning number for the $5 Million
Supersze‘(GiveawavNo.SZS)andmmnemewimm
Oecember 18, 1998 should the number come in from this Bulletin. If
the winning number for any matching number Giveaway is not
returned by the applicable deadline, we will award the base $1 Million
pfizemanamemawmhaseumddnmemmnaawing
among all eligible entrants at end. In the unfikely event a
wmnmgwmberisdupruted there will be a random drawing among
such to the winner. You will win 2
Hawaiian Vacation vaiued at $10,000.00 or the cash equivalent from
Giveaway No. 581 if your entry is selected in a random drawing from
amonyg all efigible entries at Giveaway end. For Giveaway No. 539, all
timely entrants from this Bufietin will win a prize by random drawing
somefime during the next 12 months. Only one prize per entrant.
Delivery of prize may be subject to subsequent prize choice. This pre-
sentation of Giveaway No. 539 is void in CT, WA, NV, VT and NC. Odds
of winning depend on the number of entries received.

GIVEAWAYS PROMOTED IN THIS BULLETIN

PAIZES GIVEAWAY ENDING WINNER
NUMBER DATE SELECTED BY
$10 Miltion 555 *1/31/99 Winning Numbes
$ 5 Million 525 *731/99 Winning Number
$10 Thousand 581 *12/31/98 Random Drawing
Additional Cash™ 599 “3/31/99 Random Drawing

(™ 1@ $100,000.00; 1 @ $25,000.00; 3 @ $10,000.00: 10 @
$2,000.00; 1 @ $1,000.00; 1 @ $500.00; 1 @ $100.00;
3,400,000+ cash prizes valued at $1.00 each)

* Prize may be awarded earier at our option.

How our prizes pay out. Win $10,000,000.00 and you will receive
$500,000.00 the first year, $250,000.00 a year thereafter, and
$2,500,000.00 in the 30th year. Win $5,000,000.00 and you will
receive $250,000.00 the first year, $125,000.00 a year thereafter, and
$1,250,000.00 in the 30th year. Present value of Giveaway Nos. 555
and 525 will vary depending on interest rates and market conditions
at the time of the award. All other prizes will be paid in full by check
at time of award.

" The real Publishers
balloons,

Clearing House
fever require you i buy anything either before or after you win. i
anyone asks you for money fo claim a prize, don't be taken in by it

Clearing House Prize Patrol comes with flowers,
champagne, and they give YOU the money — no strings

Giveaway Supervisocs' decisions are final. Taxes are the winaes's

is open to residents of the U.S., the UK.
ammmanasmnaswabmmm—
rent, ongoing Sweepstakes. Just mail each request separately. We do
not accept entries from a third party nor entries sent in buk. We are
not responsible for lost, defayed or misdirected mail. Principals and
employees of Pubkshers Clearing House, its affiliates, contest proces-
sors, their immediate families and Giveaway Supervisors are not efi-
gible. All federal, state and local taws apply.

To receive future Sweepstakes ities, or 10 obtain our
most recent list of winners, just write to us at the address below
and let us know.

ALL PRIZES GUARANTEED TO BE AWARDED

NO PURCHASE NECESSARY TO WIN
A SHIPPING & HANDLING CHARGE
WILL BE ADDED TO ALL NON-MAGAZINE ORDERS AS FOLLOWS:
AMOUNT OF PURCHASE SHIPPING & HANDLING
Upto$1000 .......coovieinininannnn $369
$10.01 t0 $17.00 .
$17.01t0 $25.00 .
$25.01 t0 $45.00 ...
$45.01 and above

Applicabie sales tax will be added in CT, MN, NY and W1.
Defivery insurance provided at no extra charge.
Merchandise will be shipped within 4-5 weeks or you will be notified.
Overdue payments may be subject to a late fee of $1.50.

Al Publishers Clearing House, we process orders the day they armive
and notify publishers and suppliers to start service immediately.
Weeldymagamesaremﬂ\enwlloyoum;uslaouweels 5at
the most. Morthty (and those p fess )

NOTE: TV GUIDE is unavailable in Puerto Rico and U.S. possessions.
Subscription rates for NEWSWEEK vary in 11.S. passessions. Wiite us,
fisting your address, and we'll advise you of the price.

{

( CASHPRIZE GUARANTEE X

~

. $25,000.00 ..

Publishers Clearing House hereby guarantees that upon the timely receipt of your entry from this
Bulletin, a cash prize will be delivered to you sometime during the next twelve months. Although
most folks will win $1.00, your prize could be $100.00 ... $500.00 ...
. even SI(X)OOO(X) CASH! You could even win the SSO(I)()(X)()O SuperPrize® on
December 18th. If you win $10,000.00 or more, your prize

Clearing House Prize Patrol. If your prize is under $10,000.00, you will be contacted by mail.

© 1938
O% PUBLISHERS CLEAR[NG HOUSE * 101 WINNERS CIRCLE « FORT WASHINGTON, NEW YORK (1050

.$1,000.00 ... $2,000.00 ... $10,000.00

will be delivered to you by the Publishers

mm.mm%
g,
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Permanent Subcommitioe
ool on Investigations

p> ]
PLEASE HELP ME| EXHEBTE_————

when your name came up as p}o.t'ential winner of the $3,500,000.00
SuperPrize, we ran a check of your file to see that everything
was in place for the cash award on October -15, 1997.

dtha we

o

e déa; 1ishers:Clearing House ...
and was about to be dropped from the list!”

So.'PLEASE  help me. out 'by- ordering-something now. It would be great

if during”yéur Winning Moment you -could say,

*I just ordered from The Clearing House. They have
great values. Winning §3,500,000.00 iz a pretty
good deal, too.”

PLEASE ORDER ... and make us both happy on what promises to be a
really SUPER day!

Aodf=,

David Sayer, Executive Director
Publishers Clearing House Prize Patrol

* K ordering from this Bullein, you will NOT be dropped from the mailing lst. Simply use the
UPGRADE Label attached and we'll lert ollthe right people automatically.

If not ordering, please fell us in writing that you do not want to forleit your mailing privileges
and request that your name remain on our st

[ el B R A

I ordering, detoch and use this lobel, Dy
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-| Urgent Sunject Matter: Agent: 0

NUMBER REQUIRES meos

**FINAL REVIEW* * 7 Zﬁ/

TOPROCEED FOR o7

AMERICAN FAMILY PUBLISHERS

CONFIRMATION Tatbs FL 33kka-2000 e by

$11,000,000.00 FINANCE

ELIGIBILITY

Firal Feviaw,

AXH

SUSAN COLLINS
Condirmation Humber: P-0. BOX L33

BANGOR . ME 0uy02-0k55

H3269551567 I”III!llllI[lI”llIlIIII"|III|”IIlllllllllllllllllllIIIII"
Prize Perding Avard;
**$11,000,000.00**
READ CAREFULLY
BEFORE RESPONDING

Dear Susan Collins:

This letter serves to confirm that Final Review is now pending
for $11,000,000.00 Confirmation Number HS269551567 -~ your review
and response to this notice is required at this time. Our
records have been fact-checked and indicate that you are indeed
in possession of this number.

At close of business -- 5:01 p.m., Eastern standard time -- on
day 7, you will cease to claim ownership of the opportunity
represented by HS269551567 if you have not mailed your response.
In this case, American Family Publishers reserves the right to
award any money that could have been yours to a winner at random.

According to paragraph one of the rules governing our
sweepstakes, you will be entitled to collect the entire
$11,000,000.00 if you have the winning number and respond within
the next 7 business days.

THEREFORE, IT IS STRONGLY ADVISED THAT YOU COMPLETE THE
ATTACHED INSTRUCTION FORM AS FOLLOWS:

'] Locate the large Barcode Label that has been specially applied to the front of the
i envelope these documents arrived in. This barcode consists of 97 lines of varying
thicknesses and features a FINDER CODE runnina alona the bottom edae. The -
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T
1

Locate the large Barcode Labe! that has been specially applied to the front of the
envelope these documents arrived in. This barcode consists of 97 lines of varying

thicknesses and features a FINDER CODE running along the bottom edge. The
FINDER CODE below this barcode must match the FINDER CODE in Box 2 of
your Instruction Form attached below. (If the 2 FINDER CODES do not match,
an error has aceurred — contact us immediately to secure a new entry document).

(3] After confirming that the two FINDER CODES match, detach the Barcode Label
/4 from the envelope and affix as indicated In Box 1 of the Instruction Form below.

G Detach, at minimum, 1 magazine stamp from the enclosed stampsheet and

; U) place in Box 3 of your Instruction Form if ordering. If not affixing magazine

Y stamp(s) in Box 3, do not use enclosed REPLY ENVELOPE to return your
Instruction Form. See official rules for entry requirements.

! apply.

/1 Sign the Instruction Form by the “X” in Box 6. Be sure to check all boxes that

Mail your REPLY ENVELOPE within the next 7 days via regular

U.S. Mail.

12813-ADT19ZB008-1/1-SPR-C

211 monies will be awarded in strict

{continued on back}

¥ COMPLETE AS INSTRUCTED ABOVE, DETACH & MAIL IN ENCLOSED REPLY ENVELOPE ¥

U ot ot RS S SEE LR
19ADAYORA QOFFICIAL ENTRY
INSTRUCTION FORM
oW Barcode Valdation: u:renthaxu&
ocpiers iew Pending f
gﬁﬁge;; Cn;r?;irﬁneav;%vr: Ei?ry"?\lgun%er: H32k1551567 o
Prize: Instructions:

- L9ADAYDAA - 1ian

2999

Detach Barcode Label
from front of Envelope
and place here.

INITIATE

$11,000,000.00 | FINAL REVIEW

ELEVEN MILLIGK DOLLARS AND NO/100

Wlssued 0

ke any Susan Collins

camections

in the area P.0. Box k55
st Bangor- NE 04402-0b55
” Wmder Code [0S Authorization:
Chck 3 O 1'am 18 years of age or older.
19ADLY08 e O lknow ofno resrictions to my eligiolty.
— i ame O | have never won a major prize from this agent.

o,

mOrder Validation:

Plate magatite | PASTE 1ST MAGAZINE
stampis) from ¢

stampsheatin ¢
spaces at sight, |
0 pechase P
RRCRSSary. ! : {

PASTE 2ND MAGAZINE

COuNT STAMP HERE |

X

SIGNATURE OF REGIPIENT

e @ For Office Use Only:

De not make HULATOA

any sty
marks in

1his area.

1ub 094 7789

08A

Voo

fmeizZz_anTiaTRNna -
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19ADAYOBA

i OFFICIAL RULES « OVER 30,000 NEW WINNERS - GUARANTEED!

Simply follow the diractions published in this offer. Your official sweepstakes numbers are to be
compared against winning numbers which have been selected at vandom. In any of our matched
number sweapstakes, if the pre-selected winning number is retumed, the swespstakes wil lerminate
o fater than six months after the sefum of such pre-selected winning number. Grand Prize in
sweepstakes #40 il be awarded n maiching number pocion, and remaining prizes in random
drawingg. I Whe evént grand prizefs) is not timely claimed in malching number porton of i ofer a
andom rawing will be made rom !l entries received to awarg unclaimed prize(s) af sweepstakes end.
Some prizes may have additional eligibility requirements described in this mailing. Odds of winning
determined by number of entries. Unclaimed prizes may be combined with other prizes. Enlries are
eligile for prizes only as promoted in mailings from which they come. Wherever a deadling is
specilfied, enlry must be received by deadline date to qually.

TO ENTER: Delach Barcode Label from Envelope and affix to Box 1 of Instruction Form (after
confirming that the Barcode Labet Finder Code maiches the Finder Code in Box 2 of the Form). Affix
magazing discount stamp(s) to Box 3 and sign as indicated in Box 8. Delach 7-Day Response
Requirement stamp from stampsheet and affx fo front of Reply Envelope. Place Isirction Form in
Reply Envelope and mail witkin 7 business days for priority orcer processing. IF NOT ORDERING:
Afx Barcode Label to Box 1 of Instruction Form {after confirming that the Barcode Label Finder Code
maiches the Finder Code in Box 2 of the Fom). Do not affix any order stamps and sign as indicated
in Box 6. Place Instruction Form in your own envelope and also enclose a 3' x 5" card with the
folowing handwritien in block letiers: AMERIGAN FAMILY PUBLISHERS SWEEPSTAKES NO ORDER
ENCLOSED.” Affx 7-Day Response Requirement stamp and the enclosed Non-Order Entry Bureau
Address Label (or address lo: American Family Publishers, P0. Box 62117, Tampa, FL 33662-2117)
o the front of yaur envelope and mail within 7 business days.

Swegpstakes end dates; for sweepstakes #40 with $10 MILLION grand prize, paid $333,333 a year, and
prizes sirikar to and of same value as frst trough st lsted below: 1/31/99 (est. odds of winning:
1:150000,000); for sweepsiakes #70 — $1 MILLION prize: 1/3199 (est odds of winning;
1:150,000,000. Prizes may be awarded earlier af our option.

In addiion, in sweepstakes #40, the foHowing przes (or equivalents) will be awarded: 18t prze (1
winner) Chrysler Cancords or Ford Mustang or Jezp Cherokes or §25,000 cash (est, adds of winning:
1:150,000,000; 2nd prize (1 winner) Furapean Vacation or equivalent cash valug of 85,000 fest. odds
of winning: 1:150,000,000); 3rd prize (5 winners, each prize $2,500 vatue) RCA Digital Camoordsr,
Saark Sunchaser Sailboal, Mitsubishi 50" TV, Lifeitness Treadmill o Sapphire and Diamond Tennis
Bracelet (est. odds of winning: 1:30,000,000; 4th prize (10 winners, each prize $1,500 valu} Bose

Home Theater Music System or Zenith 32" Color TV {est. odds of winning: 1:15,0004000;; 5inpriss
{50 winners) Sega Saturn Core System {8250 value — est. odds of winning: 1:3,000,000); 6th rize
{500 winners) Timex Indiglo Walch {830 value - est, odds of winning; 1:300,000). Alsg inthis maifing
for sweepstakes #40, there will be an additional grize from sweepstakes #70 of $1 MILLION. I winner
does not qualily for full amount, vemainder may be redesmed by agresing to appear in addiional
elevision commercals.

There will also be two annaal special sweepstakes eading; (2) 1/31/99 (b) 1/31/00. Winners wil be
selected in annual drawings rom all enires fimely received. A single entry now makes you ligible in
both special sweepstakes in each of which 15,000 prizes with  retail value of af east §10 will be
awarded (est. odds of winning: 1:10.000), rizes include walches, packet cameras, books, vidso tapes,
audio tapes and radios. (In case of unavallabilty we and the independent judgm? organization reserve
the right o substitute a prize of comparable retai value:) i a prize or prize notficalion is relurned by
the post office, te prize wil! be awarded to an aiterate winner

To receive fuiute sweepstakes opporiunities or a lst of major prize winners Just wite 1o us at the
address befow.

Administraive Supervision of this promotion, incluging selection of winning mumbers and
random chawings, Is being administered by an independent judging organization whose decisions
are final. Only entries sent by first class mail (32 cent stamp) are eligible. Entries sent by express
mail or overnight service are not eligible. We are not responsible for postal delays or fosses or
for pinting or ofher erors. No more than one entry per envelope. Any preselected winning
numbers announced on TV will be retired before the next mailing and no longer valid. New
numbers will ba selected to replace them. Winner need not be watching TV announcement to win.
In the unlikely event a winning number is duglicated by mistake, there will be  random drawing
among such duplicated numbers o determing the wianer. This sweepstakes is sponsored by
American Family Publishers and afiliaes. There may be different graphics and presentations of
this offer under the same prize structure. No substitution by winners for prizes offered. Enlry
consfifutes permission to use winners' names and likenesses for promotional purpases and
winner's agreement to participate in semi-annual production of television commercials. Aflicavit
of eligibiity and release: may be required of major prize winners. If you have any questions
concerning these sweepstakes please wite to American Family Publishers, 3000 Universtly
Center Drive, Tampa, Florida 33612-6408. This international ofier opan to all secipients except
employees and Wher familis of ours, the judging organization and thelr and our various affilates,

agencies and suppliers. All prizes guaranteed to be awarded.
©1938 AFP

NO PURCHASE NECESSARY TO ENTER OR WIN

{continued from front)

cC

accordance with the rules governing our sweepstakes.

We look forward to receiving your Instruction Form. Our
processors are currently on standby. Final Review of your
Confirmation Number is still pending -- you have 7 business
days (counting today} to stake your claim to win the
$11,000,000.00 sum currently on reserve. Thank you.

Sincerely,

Dale Penfiington
Chief Financial Officer
American Family Publishers

P.S.  FINAL STEP BEFORE MAILING: Be sure to affix the 7-Day
Response Requirement stamp to the front of the special
Reply Envelope we've provided. (See the enclosed

stampsheet for this stamp).
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FINAL REVIEW PENDING FOR
CONFIRMATION NUMBER DISPLAYED
INBOX 4 ON REVERSE

TERMS:

+ Bearer of pre-selected winning number is
quaranteed to receive §11,000,000.00.

+ Bearer of this document s required to
respond within the next 7 business days
to confirm eligiifty with this entry.

+ All monies on reserve at Fleet Bank,
NA

+ Adult signature requested on reverse.

+ Return in enclosed Reply Envelope only
if aitaching stamp(s) to Box 3 of reverse
01 response is voideble—see enry
instructions in official rles if not
attaching stamp(s).

The American Family Promise

American Family Publishers guarantees
the following:

+ Qur magazine prices are aiways
equal {0 the lowes! prices available
{0 the general publc.

+ Al sweepstakes prizes are always
awarded.

+ No purchase is ever required {0
enter.

+ All entries have an equal chance to
win.

+ Subscriptions can be cancelled &
any time, money il be refunded for
any unserved issues.

+ Prodlucts can be returned for refund
if unsafisfactory for any reason,

Over 250,000 winners to date, over
seventy milion dollrs in prizes awarded.
Tenrfc deals on magazines and
merchandise. We stand behind our
swegpsiakes, and everyting we sel.
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YOU'LL QUALIFY FOR A $100,000.00 BONUS mimciaion

IF YOU RESPOND WITHIN 5 DAYS! o, o

e ————————
Take special note of the Bonus Award Validation Seal affixed to the front
of this notice. Because if you act quickly and retun your entry with the
Borus Award Validation Seal within 5 days, you'll be eligble to win a cash prize
of $100.000.00 -- in additon to the $833,337.0C. But your entry MUST be
returned  within 5 days.  So respond at once. But first, take a moment (o
consider a sensational offer from TIMEl  Of course, there's no obligation to
purchase anything to be eligible for a prize.  But f you've ever thought about
rying TIME, NOW is the tme! Because THIS offer may be the most exciting
offer we've ever made to anyonel To begin with,

YOU’'LL RECEIVE A FREE GIFT:
THE TIME HIS & HERS ELITE WATCH SET --
IF YOU ACT WITHIN 5 DAYS!

This limited-time Free Gift offer s truly something special and once you see
the refined elegance of the TIME HIS & HERS ELITE WATCH SET, you'l agreel
Cesigned to move from everyday lo formal engagements with style and grace.
the TIME HIS & HERS ELITE WATCH SET combires world—Class sophistication  with
state-of-the-art quartz . technology.  From the moment you put it on your wrist,
you'l! admire the etched Roman numerals that highlight the lustrous gold-coler
face.  And the exquisitely beveled hour and minute hands. Not to menton the
supple leather-ined black band that's fully adjustable and perfect for any occa-
sion.  You could pay a good deal for such a superior tmepiece in the local
jewelry store.  But the TIME HIS & HERS ELITE WATCH SET is yours ABSOLUTELY
FREE just for wying TIME now and replying within 5 DAYS. We realize trat this
faoulous gift, al by nseff, would be ercugh t© tempt amost anyore to try TIME
Bur 1o make sure this offer is o good to resist, we're puling out all the stops!
So in addiion to your FREE GIFT. the TIME HIS 8 HERS ELITE WATCH SET,

YOU'LL SAVE 61% OFF TIME'S COVER PRICE WITH
YOUR SENIOR CITIZEN’S RATE -- AND ENJOY
TIME’S PREFERRED SUBSCRIBER’S ADVANTAGE!

That's just $1.15 an issue for a year of TIME =-- B1% off the cover pricel
And you'll receive the Preferred Subscriber's Advantage.  That means we wil
continue  your subscription at the guaranteed savings off the cover price unless
you ‘el us © stop.  Send no money now. We'll bill you later in tme to lock in
savings in effect for each new subscription term. Of course you may cancel at
any tme and receive a ful refund for any unmaled issues. And you'l get FREE
HOME DELIVERY in the bargain. Plus al the news, al the information, all the in-
depth aralysis you need to keep pace with today's rapidly changing world --
from global everts to national polics, from economics to education, from science
and technology to entertainment. ~In short, if it's important to you, it's in TIME
And you'll understand it better than ever through TIME's comprehensive reports
and unforgettable photographs.  That's why TIME has won more awards than any
other mewsmagazine. And thats why 23 milion people turn to TIME every
week.  So when you return your entry, be sure to locate the yellow SENIOR
CITIZEN RATE SEAL on the enclosed flyer, and attach it to the back of the YES
envelope to activate your SENIOR CITIZEN'S RATE!  But whatever you do, be
sdre to rewurn your entry WITHIN 5 DAYSI  Because f you hold the grand prize
winning - entry,

A BANK CHECK FOR $833,337.00 IN CASH
WILL BE SENT TO YOU VIA CERTIFIED MAIL --
IF YOU RESPOND NOW!

Remember, we are prepared to pay the entire $833,337.00 cash amount in
ful.  And we're wailing to receive your entry. But if you fai to respond, cne
thing is certain: someone ELSE wil be awarded the Grand Prize -- because the
Grand Prize s unconditionaly ‘guaranteed to be awarded whether we hear from
you or notl  So be absolutely certan to validate and return your entry now.
And don't miss this opportunity to receive TIME at BIG SAVINGS along with AN
EXCITING FREE GIFT!

Sincerely,

Elizabeth Matthews
Director of Sweepstakes
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YOU’LL QUALIFY FOR A $100,000.00 BONUS
IF YOU RESPOND WITHIN 5 DAYS!

Take special note of the Bonus Award Validation Seal affixed to the front of
this notice. Because I you act quickly and return your entry with the Bonus
Award Validation Seal within 5 days, vou'll be eligible to win a cash prize of
$100,000.00 —- in additon to the $833,337.00. But your entry MUST be
returned within 5 days. So respond at once. But first, take a moment t©
consider a sensational offer from TIME! Of course, there's no obligation 1o
purchase anything to be eligidle for a prize. But if you've ever thought about
trying TIME, NOW is the time! Because THIS offer may be the most exciting offer
we've ever made to anyone! To begin with,

YOU’LL RECEIVE A FREE GIFT:
THE ULTRONIC” PANORAMIC CAMERA
& PHOTO ALBUM SET --
IF YOU ACT WITHIN 5 DAYS!

You will-be truly amazed at the spectacular wide-angle pictures you'll take
with your ULTRONIC™ PANORAMIC CAMERA.  But i's easy to capiure all your
special occasions in fabulous, panoramic full color with this lightweight. durable
quick-shot camera. And the iuxurious, matte~finish panoramic PHOTO ALBUM will
protect your treasured photographs for a lifetime.  This limited-time offer is yours
EREE —— exclusively from TIME, just for trying TIME now and replying WITHIN S
DAYS., We realize 1hat this fabulous gift, all by itself, would be enough to tempt
almost anyone to try TIME. But io make sure this offer s too good 1o resist,
we're pullng out all the stops!  So in addition o your FREE ULTRCNIC™
PANORAMIC CAMERA & PHOTO ALBUM SET,

YOU’LL SAVE 73% OFF
TIME’S COVER PRICE AND GET
TIME’S PREFERRED SUBSCRWSER’S ADVANTAGE!

That's just 77¢ an issue for a year Y F — 73% off the cover pricel
And you'll receive the Preferred Subscriper's Advantage. That means we will
continue your subscription at: the guaranteed savings off the cover price unless
you tell Us to stop. Send no money now. We'll bill you later in tme ¢ lock in
savings in effect for each new subscription term. Of course you may cancel at
any fime and receive a full refund for any unmailed issues.  And you'll get FREE
HOME DELIVERY in the bargain. Plus all the news, all the information, all the in—
depth analysis you need to keep pace with today's rapidly changing world -~
from global events to national pofitics, from economics to education, from science
and techrology to entertainment. In short, if it's important o you, it's in TIME.
And you'll understand it better than .ever through TIME's comprehensive reports
and unforgettable photographs. That's why TIME has won more awards than any
Sther newsmagazine. And that's why 23 milion people turn to TIME every week.
-So when you return your entry. be sure to attach the FREE GIFT Seal and mail it
in the YES envelopel But whatever you do, be sure to return your entry WITHIN
5 DAYS! Because if you hold the grand. prize winning entry,

A BANK CHECK FOR $833,337.00 IN CASH
WILL BE SENT TO YOU VIA CERTIFIED MAIL --
IF YOU RESPOND NOW!

Remember, we are prepared to pay the entire $833,337.00 cash amount in
ful. And we're waiting to receive your entry. But if you fail 1o respond, one
thing is certain: someone ELSE will be awarded the Grand Prize -- because the
Grand Prize is unconcitionally guaranieed to be awarded whether we hear frem
you or nott  Spo be absolutely certain to validate and return your eniry now. And

don't miss this opportunity”to receive TIME at BIG SAVINGS along with AN EXCITING
FREE GIFT!

Sincerely,
Elizabeth Matthews
Director of Sweepstakes
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Ronald J. Leslie ) LL-R7700-P1
Sweepstakes Director

So far over $159 million dollars
has gone to over 2 million people who
answered “Yes” to our question...

I have a very important question for you...
“Do you want to win a lot of money?”

My guess is that you’ll say “Yes!” But then again, I can’t be sure.
Because surprising as it seems, some people actually turn down the
chance to win our Sweepstakes by failing to enter.

Perhaps they can’t believe they could easily be lucky. Or that they
really can win. But $500,000.00 winners Donald and Elaine Semancik of
Blackhawk, South Dakota did. And so did “Tax-Free” Million winners
Bob and Joleen Strickler of Ransom, Kansas.

They were winners in two of our most recent Sweepstakes. Of course
there have literally been millions of other winners of cash and prizes
since 1962 — members of the Reader’s Digest family just like you.

“Do you want to win a lot of money?”

Right now I am asking you the same question I've asked winners like
Helen Huss of Salisbury, Missouri...Mildred Blakely of Midway,
Florida...Barry Neeley of Imbler, Oregon...

I hope your answer is “Yes, of course, [ want te win a lot of money,
Ron!” Becausc if it is, I can promise that you have a chance to win more
than one prize in your hands right now. Your Prize Settlement Entry gives
you the chance to win the $1,000,000.00 President’s Prize and the
$500,000.00 Customer Appreciation Prize as well as over three million
dollars worth of additional prizes. But you must reply immediately!

Your name has already been swiftly passed through the first two
stages of the Sweepstakes — you were sclected to take part in the First
Stage, and you were allocated your Prize Settlement Entry document in
the Second Stage. All that remains now is the drawing in the Final Stage
that decides WHO wins and HOW MUCH.

I'm sure you don’t want to throw away your chance of being a
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winner, do you? The next time I write one of these letters, I'd like to be
able to say that YOU have won $1,000,000.00!

But I must stress that your chance to win the maximum amount of
money, over $1,000,000.00, depends on you returning your Prize
Settlement Entry by the early deadline of August 18, 1998. When you do
you'll also have a chance at a “tax-free” cash bonus!

Good luck, and remember the word that every winner since 1962
has used. “Yes!”

Sincerely,

Ronald J. Leslie
Sweepstakes Director

P.S. Your Prize Settlement Documents are non-transferable, which means
no other person or persons may legally use them. If you do not choose to
return them for a chance to win $1,000,000.00 or any of the thousands of
other prizes, please destroy these documents. Doing so will ensure that
your documents are not used by a third party and will cancel your
eligibility for all prizes.
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" Please punch out one of these circles.

WMPORTANT: To hear -
Casseties, punch out the '/’
TS o compact
punch out the COMPACT Discs
DISCS circle. ~\7 i -

TOTAL VALUE: $5,1 25,000.00

Please read the instructions below carefully before sealing this envelope.

RESPOND TO OUR OFFER EARLY FOR
EXTRA CASH ELIGIBILITY

YE Please send me IN TUNE WITH

NATURE for a 7-day Free Trial,
and my FREE Four-in-One Calculator
Portfolio. | have punched out one of the circles
on the flap indicating my choice of Cassettes or
Compact Discs.

| may keep the Cassettes for $49.96, payable
in 4 monthly instatiments of $12.49 each...or |
may keep the Compact Discs for $54.96,
payable in 4 monthly instaliments of $13.74
each...plus $5.99 delivery and state tax, if any.
NO INTEREST OR CHARGE FOR CREDIT.
(Delivery charge will be added to my first
installment.) Or, | may retum them after 7 days
and owe you nothing.

All orders subject to credit approval and
acceptance by Reader's Digest. SEND NO
MONEY NOW. (If you wish to send payment
now, please use check or money order and
include delivery and state tax, if any.)

TO GUARANTEE MY CHANCE TO WIN
the One Million Dollar President’s Prize, or
any of 20,142 other Sweepstakes Prizes, | am
responding with my Prize Settlement Entry
no later than the midnight, August 28, 1998
deadline.

REPLY gy

© 1998 The Reader’s Digest Association, Inc. M/PV:DTP
www.readersdigest.com



191

______________________:_:_:__________________—____—___:__—
1dA-00LLY-Ldad

$LT9-L0EEF HO NOIWVH
7LT9 X0d Od
SANYISdTAMS - LSHEOIA S,¥IqAVIY

HAdOTIANT ATdHEY SHA

TWIH
dWV1S
ONVITdNOD ANITAYad

M0 SHIYING ONINNIM

3svad SSYTD LSYI ANIAVXE OL 35dN( 9Z1¥d

39v1S0d
o : — _— QEAINVYVAO AYAAITAC



192

TOTAL VALUE: $5,125,000.00

Please read the instructions below carefully before sealing this envelope.

RESPOND TO OUR OFFER EARLY FOR
EXTRA CASH ELIGIBILITY

N 0 Please do not send me IN TUNE
WITH NATURE or my FREE Four-in-
One Calculator Portfolio.
NO, | do not wish to take advantage of your
invitation to enjoy this music collection in the
comfort of my home or car for a 7-day Free Trial
(Should you decide to say YES, retum your
Prize Settiement Entry in the YES reply
envelope after punching out one of the circles or
the envelope flap to indicate choice of Cassettes
or Compact Discs.)
TO GUARANTEE MY CHANCE TO WIN
the One Million Doliar President’s Prize, or
any of 20,142 other Sweepstakes Prizes,
I am responding with my Prize Settlement
Entry no later than the midnight, August 28,
1998 deadline.

REPLY gy

AUGUST
FOR MA)GN::

ELiGigy
—ur

© 1998 The Reader's Digest Association, inc. M/PV:DTP
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DECL'AR‘:A’IVIONA OF INTENT TO

ARD PRIZES .
“Dear - o - B . o )

e R . N . . . o7 s
Your name . appears on ‘an’ exclus;va lJ.st thnt bag been thcroughly revnewed “We hi
determined that,a customerz. of youg cal:.ber is enti lsd- to an oppcxtunmtyu,tp wih, opn.
5500, 000 00 C\fstome:: App:ec:.at;lwn Prive. - This r;ze Al:;.)pc:xtun:l..t:y comes ‘bver .and abos
T your” potentlal w:nnez Gtatxks féu: - 51 ODO‘ OOQ‘QQ Pxesn.dent"s P:\J.ze . K .
f N
)
B
You are an .exceptlcna;l. custbmez, "and. you haye made,a ‘gopd faith effqrt to camp;h
with all Sweepstakes Tulds. Recoxds chow that vou ha\{e eniterod- our Sweepstakes in 1
past. You haye wampled Z1 -or-more. of our prcducts, incliuding your. mokt, recent.
purchase of Elvzs' His Greatest H:d:s. thhung woull please us more than .to saee. such
valusd customet rewarded w;th 0'9:*55110 ouo 00 Customqr Appzeca.atlon Prlze
‘i - s -
PR . . a .
snz.mcznr SELECTIOH CRJ:'L'ERIA PASSED A

. . ‘Havmg passed youz: ns.me thz:o.u h Qrs g ent se‘lectlon CI:.tqz:Le, vou have zeac}
Rreslaent'a Prize Winners attained beforé
vwinning.’ Like them, you must ER £ ﬁ yé'ﬁ_z'mentry to confirm your chance toe
win. Reader's Digest ls»zaﬁy to settle'if- youtare selected the '$1,000,000.00 v

Presldent‘s Pz:ze‘w.tnner A.a proof'of our interitions, we have- sent you _tahn.s Prize

Settlement as entry :Lnto ths Sweepstakes., . I
~ .

e . A L

" . R . v o .

. TAX- FREE MILLIOHAIR.E ALLOHANCE APPROVEP - <A w »;, o ot
T A 1 o, b3 * * -~ “

Pleabke return youz Prize Setbleman‘ iy o later tban the bbnus dead.lcme of .
August 18, 1898 If you, ar h M, 00 ‘Prasident's Prize Winner, you...w.x

:meed:.ately receive. your Fi
Californiéa home,” plus’a tax’ ,allowance of 5
your million dollaxs !ederally th free.

phvts

¢

stal:lments of 533 334 [e]] at your -
55 DO ggch year,, 80 You in ‘effect, net

o v

A.,f o Y 1%

You aze al‘sa one of only ‘cut"b;ﬁ,‘,everywln'o ecplq i Callfoznla td’ IGCBlVB thls

" unrestricted chance to kig(S ob g.«oo Spec‘i‘al Cusegms)t Cash Bortus now offéred to y
in this Prize Settlemen .En‘lizy//lt also onfers hanc to nu;h(:lon cuz newest

Tmusic collectlcn -

Portfollo

auﬂ“‘" [

fE T 1% 'u - .
A ners‘weze gac\)en a ;E‘a}xce ‘t\b te the Sweep‘svtakes aleng
Wlth &n cffer nfor Igast \'prcduct. B4 AN -] not: ;a zed to'sample 'czuz produc
- to be eligible to erit E:gnd% ¥, But, our newe\stfalb g0 excentional that Readex'
Digest 1s offering ﬁ;at 6\5\\1%-—‘{011'11 enjoywﬂm be ‘tlful songs copr:Lned with ~
.nature's’ own melodieg.} A 22 . & i

! % tﬂ\‘ .

%

3 T

;ovélﬁﬁqs‘s o ceful melodisk, ' To auditis

B %A
I and u%fe?%vaa your FREE Four-in- Ons
ont 3

: y 2} the "YES"'' zeprl'y, ;envelogs’
. ‘s entry.,into {:he Sweepsta’ < ‘,\éﬂh P“t’ . Q;rc:[e orf e;walqpe to’ indlcate youw
‘choice "of Cass.éttas X Cum:%.; s S We sm:};aﬁ’qously prccessvyoux requeft for
_the Free: Homé Trlal An.d your P\i tglemsw or max:.mum pz:.za)opporx:unlty
4 " N v
You may slect. to éntez‘ t.hs Sweapstakes w:.thouk accept:.ng our offer by using the
"NO" xeply envalope. “We'll ,sEill process your Prize Settlement En’try as descr:.bed
abave. However, when' vou respuni promptly by encloslng your Settlement Entry ‘in the
"YES", envslope, you won't be- mlss:!.‘hg ‘But ‘on thJ‘s premlez custome,r only opportunlty te
.enjoy a -day Free .Home Trlal of - - somes qf the qu‘ld's best‘, mus:lc niong wlth a FREE
Four - in- One Calculatcr Portfol:.o. 3 N N

. - : L R ' w .

qthéhg :.f hot ~comp1eté1y satls\flic
sy‘mpnthly N

‘payal 4 easy moht:hly‘
pondlng :u: the YE?S envelope -

“You unay return -IN.
When you, keep ity :.t.'
nlnstallments of S:LZ 49

2 LY -
there 'is no 1nteres‘t or charge for ¢red1t )y o
. , . v,

To insure ‘cbh‘flden‘blnllty, and tq conflxm your "t;ax- free" . nppostun:u:y when '
respohdlng warly, val:,da\:e -ahd. ‘seaiL thig Prize @eﬁflelﬂeut kazy ‘Qy xemcvmng the ¢
‘“Potential W}nne:“ Label ffom the froﬁtlof th:.s dccufnah Then paste it over 1?1’16 ~
. edges where- 1nd1ca.ted

. -~

e -, PR .

- ’ - Slncezely, ’ . - ‘ N
N : . ) Sweepstakef Dlrector toeey s
- . ~ —~ 4 B N . -
. - . )
ADDENDUM: ., Respond’ m:ek1y~-~. by August 18 -- ?nd J.f your Px::.ze Settlement-:.s e

selected 51 000 000600, Minner, you’ll 9150 reca:,,ve extra cash ‘so your mlll:.cn J.s
"tax-frea Lk, ; . 3 [N . ~
; R - . ) .

.
- . P . s
: . . .

5407-NNNESNA02 - . - P ’ : :
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'INVENTORYANDAPPRAISEMENT |
. PRIZE MONEY AzLLOTTE‘D FOR msmmimoxv N -
[ N i [
State of: S - : - ol
Ciyof: - . T G S '
e El'igible Entrant:. ~ e . o . PN . ’
‘ ) LA ) 3 " B
» N Coaa <
T}us is a fult mv«:ntoxy-of the pnzes in nhe Swsepstakes Any of Lﬁese pr}zes coula be won by the above R ! -
. . namedivith this Prize’ Settlement E'ntry Sweép&takcs and ﬁaymem of pnze§ are authortz.ed byall - . o o
v ~app11cable fedaral and state laws, .~ ¢ N L . Ny
. Apprqved by me at Pleasantville, New York, this 17th day of‘JuIy, 1998. . .
. . AR el RPN )
. R ST ) e v
S ‘ — ., A e "‘w - BN
A T F— -
L DESCRIP’HONO WINN]NGS P : APPRAISED VALUE —
. Ofﬂcml Prize List ' - N
- n < B . A
BPLY BY T k ‘

(’H Thlrd Prizes nf 4158 nna An




Opportunlty Sweepstakes (939) : .
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or Lady!s watch, ~Ietfl Co

selectlon\ 1 wznner of the $:L OOD 00 prlze.
wlns§ i

- ~ v

o amer e win, No'mechel d

; m&nm’..ammp.mmmm 1in 29000,000, President's”
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i varded g5 .30, m(owan offersd one
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Vo RD, e caual o grester valoe in the
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Swocpatee, Trple Opportunity Swecpsiakes, Reder mp ar P, Prosldcns fof sy opparruney, -
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nkdmnnmm o o o o mpnml!b!n -u M“ﬂf‘ imnm I]!qlbh, mnd[rmd A ) anmm s .w?m? F e e by s
Soomai 00 b el s g Svoeprbon et en b 2 deepi e 20 bl e’ St oF By 4 feltao v 30 sopr o
oy ot ot oo -uu( oria ,mmwamm f|lvﬂlb¢ varded.to tho
vl renee] by R and ron o et -gﬂ?.“ wnm u.,h« !a ixize permifts, m‘ sdmgition
Ersljoes and cembetsof gt ot (mmed  indherhe s o |=|n e d\mxw
-~ Pt Mirsice L and '

ams housebold, f - i il lppmlnpﬂnhdllmwlﬁwiﬂqumblewwlmu
nsen (nth e ttuﬂw ot exdr’s men Coniegt o Yok 2 J " i) V:To sceivs e it pocity Prizs. Voryand

et e of st from slgibie entried recebved, Wiksers'will ba dovsoptoed by . o =Dogt. 9, PO, Hox 261, ATt
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determined “hiatprec v )
oumbere, Nambera gl s m« :%:m
e, gl wil b ’hmdmm
410l e, Thcu e ooy iun,
nu@mumued.qumnummm
Chsumer, JRulest Oddy of winnir
Apv-ﬂ'lmmnnuﬁ]nll’ %t e o v-rge:‘\ﬁ P oh Dt
» 6f $1,000 .1 1h'8,740,000; Shhmmhfoiﬂﬂmﬂrllnh#l!. o
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’fhe full vaIue of each pnze as stated i in the aforemenn ‘necf inventory 1
: Ihon in‘cashor surety | bonds has been estab]xshed to gudrantee paym

Furthermore, if'this document is'returned as

d An amount valued at $20
f all sweepstakes prizes.

‘directed-on or'before the entry deadhne of! Aug 28, 1998; /‘

the opportunity for £y
. T . . to win is absolittely gua:am;eed? ) .
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Acceps chis tolien ofeus
appeeciation and persunnhz:!:,
Dy 0 have been your Eavom_: possesston wi
gr;ﬁ:lﬁigibﬂjry in che this decoragve Reader’s Digest
$500,000,00 Customer 3 Recogniton Name Plate.
Appreciatiog Prize Just peel ac cnmer.
Swecpstakes. icnls LIFT HERE

layalty to Reader’s

03089 46606 M-BOTOB 93161
MAR 11, 1999

MRS, LM ROOSENEERG

ll]ll”IIII|1II|”|IUII'IIIII|I|II1|lHll”li“lllhl”l!l]”

tormoces BY:

Swcersrardd Decron

Aumianes Br:

Brn dcdy
VicE PresioanT OF ernG

Your NaME CouLn
BE A WINNER!
Use Your Nume and Address Label
shove W salidate the endused Eneer.

Dear Valued Castomer:

GOOD NEWS! You've been sclected to reccive one of our highest honors — The Reader's Digest Recogition Reward. [¢s yaur
shvious love of Reader's Digest and Sweepsizkes that made you an idel candidate, [ fact, it was your recent subscription request drat
fnalized our decision.

The Reader's Digest Recogaition Reward is simply our way of saying “Thank You” fur yeur layalty. The Certificate of Recognition
abiove is 2 symbol of that appreciation and much more. Within its borders is 2 FREE GIFT. [n addition, you'll akso find 4 way o
guanantes your chance w win FIVE HUNDRED THOUSAND DOLLARS, payable as $30(1,000.00 CASH.

Your namc and address are eritical to validacing your Official Eatry and guaraacesing your chance to win $500,000,00 in the
Customer Appreciadion Prize Sweopstakes (sce enclosed). To walidate the enclosed Entcy, peel your Name and Address Label off your
Certficate of Recognitioa, affix it to ynur Official Entey and rewurn i befort the deadline date panted ocar your name.

The vext “Good News”™ yau may hear is the announcement of 2 big win! Imagine alf the things vou could do with $500,000.00
CASH...buy u new car...invest in ¢eal estate...or quise zround the world. As 2 winner of the Custormer Appreciation Prize Sweepstakes,
yoiu could lead the lifc of leisure you've dways drcamed zbout.

But why wai¢? Begin your life of lsisure today with some superb praducts. ['ve enclosed highlighte of 10 o ae best. Review the
titfes...]'m sure at least one will pique your inzecest {see inside for ordering informatinn).

The Reader's Digest Recognition Reward alsw extitdes ot ta  FREE GIFT. Attached to the above Certificare is 1 Reader's Digest
Recognition decarative Name Plate. Simply peel the Nane Plate off the Certificate, place it on onc of yeur favorite possessions and
write your name on the line provided. The Name Platc will serve 16 a constant ceminder of our appreciation, while letting everyone else
know you're 2 Reader’s Digest Recognition Rewand recipient,

You've carned every bit of che recognition you've received today and if you act quickly, your Sweepstakes dligibility could double.
Look inside for detils on how w increase your potendial winnings to $1,000,000.00. And be sure to enjoy all the rewards that oply 2
Reader’s Digess subsceiption can provide.

Good Luck,

B"'ﬂ—l QVM

Viee President, £ PKIOSBT60
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Senato Pennanent Suboommities
EXl'ilBlT#___..__...-J
"" 'i THE READER'S DIGEST ASSOCIATION, INC, FOR DELWERY TO WINNER ON;
‘v PLEASANTVILLE, NTi {0570 FRIDAY
- Full paymentis
oua:mmed to the
‘pevson named = e == =T
below f his PAY S&='FHE=ZE:
- Sweepscheck is = m s e =
‘W chasen Customer
P Appreciption Award INSTANT CASH
: Week Winner. Lut it be known that an amount valued at $20 milliory

in cash and surety bonds has been established 1o
of all Sy kas prizes.

:m UUH»&U”DES_I IS 15 NOT A CHECK W .
| “ ASSISTANT URER

SPECIMEN NON-NEGOTIABLE

MDA D Customer Appmchtlon Award Week

; v

——— R 3 \ N . . .

. y \ \ \ \ :
B A o i i 1 [ Y \
; i H [ 1
. e . ¢ H i H H
i H H H H § i i :

§ : H H H ; FY H ;

H K P F ; ; ;

3 g 4’ ) o i " ; 4 >

S WS N ] N N S . S T
— ~ < = = = —F

WEEKEND BONUS CERTIFICATE
Your Award Week wouldn't have to end on Friday. Validate your
Sweepschecks and this Certificate and return them 10 days before the
deadline printed on your Validation Seal. An additional $500,000.00 !
Weekend Bonus check will be delivered to your home on SATURDAY should i
you win, By the end of the week your checks would total:

ONE MILLION DOLLARS @j

5500 ,000.00 CUSTOMER AP$
10W'SE

—_

Y Ve TN NS

—
FEX el

" AWARD WEEK VALIDAT lpmcg —
(LMoY 5 | e
W e
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: . THE READER'S DIGEST ASSOCIATION, ING. FOR DELIVERY TO WINNER ON:
PLSASAIITVMI nY 10570 FRIDAY
Fullipyment & ‘
q;wumd o ﬁ\e
= ==
hdw’d é\u PAY EEE
Su-m:ha:k [ S=
dcun Custosner >
1 Approciaion Awand INSTANT CASH
Week Winner, : Lat t be irvawen that an amount valued at $20 million

in cash and siraty bonds has been established o
9 of all Swoepstakes prizes,

PLACE FRIDAY LABEL HERE s 18 NOT A CHECK Mi_%ﬁ . Z
—— ASSISTANT RER

SPECIMEN NON-NEGOTIABLE

H .

L N N S \ \ v

. i3 * iy A 1Y Y
Y i 2 L . 1) I3
al € ol A 1 1 1
3 » 2 . F 3 £ » &£

; : i ; 4 i

s WY W 7 0, W -

' - .
- e 7 e R o o, A —

Ry

‘WEEKENI) BONUS CERTIFICATE
Your Award Week wouldn't have to end on Friday. Validate your
Sweepschecks and this Certificate and return them 10 days before the
deadline printed on your Validation Seal. An additional $500,000.00
Weekend Bonus check will be delivered to your home on SATURDAY should
you win. By the end of the week your checks would total:

.. ONE MILLION DOLLARS

fl $500,000.00 CUSTOMER APPRECIATION
i AWARD WEEK VALIDATION SEAL

PLACE PLACE

el =
Ll

|
i {1Ax4BL
IBSBI 45De0

80895

9 ) PLACE PLACE

! I Home s hoseis Brponusi THIRD | |FOURTH

; Wé!@u J 7 STAMP STAMP
HERE HERE
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. NPL/R7656/PL

Armored Car & Courier Sonate Peﬂﬂaﬂﬂﬂtmj
' Service of Westcheaster, Inc. k
. ' on Investigations

0 e

R7656-1

¥0462341* 01469 74944

Mr. Allan J. Carter

5827 Dawn Ridge Dr.

Troy, Mi 48098-5117 i

Dear Mr. Carter:

Reader's Digest has informed me that you are among a selected
group and are probably as close as ever to winning a major cash prize
in the §5,600,000.00 Sweepstakes. That is why I have been authorized
to ask how you would take delivery of your prize money if you are a
winner.

Enclosed with this letter are personalized Prize Delivery
Instructions prepared by the Reader's Digest Prize Distribution
Center for Final Stage entrant, Mr. Allan J. Carter.

These Prize Delivery Instructions are your guaranteed entry into
the Final Stage of the Sweepstakes. Because you may be as close to
vinning as ever before, return them immediately to Reader's Digest
after indicating whether you would want prize money delivered to 5827
Davn Ridge Dr. in Cash or Cashier's Check. (Send the blue original
only. Save the pink copy for your records.)

Reader's Digest customarily mails prize checke to major cash
winners. However, t e i i thei

money delivered to their homes -- in pergon -- as soon as pogsible.

Therefore, Hudson Armored Car & Courier Service of Westchester, Inc.
hag been retained to deliver Cash or Cashier's Check directly to the
major cash winners' homes.

According to Reader's Digest, names have been identified and
gelected in the First Stage. In the Second Stage, Prize Delivery
Instructions entitling you to entry have been issued in your name

{over, please)

/

Currency Transfers . Bank Courier Services . Armored Transport
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; To enter the Third and Final Stage, when all winners are chosen,
you must do this now:

1) Register your preference for delivery of prizes by placing your
initials in the appropriate boxes on your Prize Delivery Instructions.
(Note: Because you could win a valuable Sweepstakes watch, also
indicate your choice of style on the form.)

2) Then, to affirm your prize delivery preferences, sign and date
the form where indicated.

3) Enclose the Instructions in either of the two reply envelopes
and mail no later than midnight, July 24.

4) Accelerate the process for a $100,000.00 Bonus Award in addition
to the Grand Prize! Mail by July 14th after enclosing the green Prize
Registration Authorization Card. You'll find the card on the back of
the envelope these documents arrived in.

Prepare to open your door to a delivery of $66,667.00 in Cash or
Cashier's Check via Hudson Armoxed Car & Courier Service of
Westchester if you are the next TWO MILLION DOLLAR Grand Prize winner!
Another §1,933,333.00 would follow in 29 annual installments. If
selected a major cash winner, you could also receive personal delivery
of one of dozens of other cash prizes, including a $250,000.00 First
Prize, in Cash or Cashier's Check.

At this point it is vital that you return your Prize Delivery
Instructions to Reader's Digest as soon as possible. If you are a
winner, this will enable their Prize Distribution Center to contact my
ccmpany in time to make all necessary arrangements for delivery of
your money.

Sincerely,
é}/m&w&/

efifrey R. Reder

President

Hudson Armored Cax & Courier Service
of Westchester, Inc.

P.S. There is only one month between the selection of major cash
vinners and the delivery of prizes. Return your Prize Delivery
Instructions now -- save the pink copy for future reference.

Currency Transfers . Bank Courier Services . Armored Transport
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_ Check# ! Date Armount Check # Date Amount__|

§221! 1/13/38 $24.31 6886!  12/16/98 $24.46!

5223 1/14/98 $22.23 5710 1/5/99 $21.49

5936 1/24/98 $89.50 6718 1/9/99 53495

5940 1/28/98 $34.95 ;!

5948 1/29/98 $132.39 Totai $12268.36;

5958 2/9/98 $70.38 S

5957 2/9/98 $55.38

5958! 2/10/98 $63.25

sg7al  2/24/38 $24.31

5978! 3/2/98 $453.56

5986l 3/7/98 $16.97

5938 3/10/98 $852.33

6008 3/24/38 $22.23

6009, 3/25/38 $20.96

6030 4/15/38 $24.31

§032 4717738 $275.61 -

6038 4/20/98 $16.46

6045 - 4/25/98 $508.60

§251 5/22/38 $22.23

5259 5/27/98 $486.84

6270 6/2/98 $1380.30

5287 6/7/98 $21.17

6252 5/8/98 $24.31

6256 8/10/98 $683.49

6316 5/25/98 $913.77

6320 5/25/98 $34.95

6331 7/1/58 $445.53;

6342 717198 $16.70

6359 7/18/98 $25.11

6360] 7/18/98 $22.23

6372 7/23198 $212.25

6429 8/7/9%» $24.62

6434/ 8/11/98 $680.69)

6447] 8/19/98 $21.17

5495 373798 $419.84

5496 9/5/98 $34.95

6386 9/30/98 $818.90

5335 10/5/38] $24.62

6545|  10/14/98 $24.67

6559] 10/19/98]  $1297.63

§577] _ 10/29/98] $34.95

6582 11/2/98] $21.17

6587 11/4/98 $481.21

6596 11/9/98 $39.43

6501  11/10/98 $21.43

6602 11/12/98 $455.34

6610 11/16/98 $29.95

£651 12/5/98 $24.62

6683 12/15/98 $735.80
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- Reminder Notice For
Mrs. Wm Roosenberg

Dear Mrs. Roosenberg:

This reminder has been sent to your memory as we have not yet received any payment
for the products listed below. Y ur account is now overdue. v paym

Please mail payment along with the above bill in the envelope. If you have paid in the last
two weeks, ignore this nogce. our account is being credited now. If you hg:e not paid,
please do so today.

Sincerely,
Carol Slater,
Cust Service Rep it
ITEN
wz\: MEY pupcussme enzes ay DELIV. BALANCE =INsTALL
7046 HOW WAS IT DONF. BGOK ........ 29.97 2.10 4.99 37.06  17.08
. 02239 FOODS HARM FOODS HEAL....... 29.97 2.10 4.99 37.06 17.98
16026 HOW TO USE THZ UORI.DUIDE WEB 22.9% 1.82 3.58 28.59 13.27
21156 FESTIVAL OF WBL MUSIC....... 54.96 3.60 4.99 63.55 22.33
21067 SENT SONGS WILL LIVE FOREVER 54.96 3.60 4.99 63.55 63.55
21023 JOHN DENVER/GREATEST HITS. 4496 3.00 4.99 52.95 19.23
21163 I BELIEVE/BEST LOVED S'IARS 54.96 3.60 &.99 63.55 22.33
22042 LIAR LIAR......v..vnvnnnonen 22.38 1.5% 3.43 28.06 12.74
22075 FIDDLER ON THE ROOF...... .- 24.99 1.77 4.49 31.25 14,59
22195 GREATEST STORY EVER TOLD.... 29.97 2.47 4. 43 36.53 16.55
22065 LEARN WINDOWS/TIPS & TRICKS. 22.99 1.59 3.49 28.07 12.75 ]
29107 SEVEN BRIDES SEVEN BROTHERS. 12.38 1.41 3.49 24.88 16.89 !
29038 DIANA: QUEEN OF HEARTS..... 29.97 2.01 3.49 35.47 15.49 :
29.97 2.01 3.43 35.47 15.48 7
19.98 1.41 3.49 24.88 11.56
22.98 1.59 3,49 28.06 12.74
24.99 1.74 3.98 30,71 14,057
33.36 2.67 4.49 47.12 17.15 ;

TOTAL CREDITS  PAST BUE IALAHCE INSTALL
DUE e

AMOUNT YTHRU=-05,28 AMOUNT LI
8, :
LI
9.32
5.32
9.
7.
, 1.
. & 8.
. 7 7.
RAFTS . 8 8.311
16013 AMELTA PEABODY MYSTERIES.. 30014 14.18 o0 15.96 7.98
16125 BARBARA MICHAELS SILHOVETTES  31.22 1458 o0 16.64 832

M Recs
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ITEM

CODE _PREVIOUS PURCHASES
16176 Y STEWART COLLECTION.....
16014 MISS MARPLE..............
21023 JOHN DENVER/GREATEST HITS o
21023 JOHN DENVER/GREATEST HITS,
22016 STORY OF AMERICA............
22101 CBARBTON HESTDN PRES BIBLE..
22134 ANNIE..

22046
22150
2223%
29215
29039
29203
29217
29180
29157
45062 INDDOR PLANTS TRADE. .

preyys Qan Wo . RURAL

TR T.
65173 THE UIND IN THE WILLOWS..

Billing date 05/28/98

TOTAL CREDITS PAST DUE BALANCE  INSTALL
ANMOUNT _THRU-05/28 AMOUNT bug DUE
25.37 12.07 00 13.30 565
27.50 12.86 .00 14.64 7.32
52.95 30.47 Q0 22.48 11.24
52.95 30.47 on 22.48 11.24
69.38 3%.40 .00 29.98 14.99
57.72 32.74 .00 24.98 12.49
2688 14.89 .00 3.99 9.99
30.19 .00 13.53 30.19 21.86
24.88 .00 24.88 24.88 24.88
36.53 .00 16.55 36.53 26.54
24.88 5.44% .00 19.44 3.%9
46.06 26.08 .00 15.98 9.99
24.88 14.89 .00 9.99 9.99
30.19 13.53 .00 16.66 8.33
28.06 12.74 .00 15.32 7.66
28.06 .00 12.74 28.06 20,40
37.06 27.07 .00 %.99 9.99
Ba.7a 23. 80 00 24 . ne 12 &
52.42 .00 18.70 52.42 29.94
*{lst instmliment includes tax & delivery) =
Minimum Due $753.48
\A\‘if’
)

Your account +: 03899 46606

8 Repdee

TOTAL DUE $1380.30 g ]
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Chicago Tribune
View Related Topics

February 22, 1999 Monday, NORTH SPORTS FINAL EDITION
SECTION: NEWS; Pg. 1; ZONE: N
LENGTH: 1298 words
HEADLINE: GIVEAWAYS' ODDS DRAW LAWMAKERS
BYLINE: By Bonnie Miller Rubin, Tribune Staff Writer.

BODY:
After 20 years of faithfuily entering mail-in sweepstakes, Henry Rohrer was sure his diligence finally
would be rewarded.

Last September, the 74-year-old retired miner said he received a phone call from a Publishers Clearing
House employee saying he was "definitely a cash winner." A month later, the company notified him of
his $5 million prize and included an affidavit, which needed to be signed to claim his windfall.

He mailed that back along with a $38 check for a ceramic angel, one of many products offered in the
sweepstakes mailing. The company spokesman said it was not necessary to purchase anything to win,
Rohrer related, but that it would be "nice if we could say you like our products when the Prize Patrol
comes to the door."

With the paperwork, Rohrer also included a hand-drawn map to his home in rural Canton, I1i.

On the day the Rehrers believed the meney would be delivered, Henry and his wife, Shirley, a part-time
cafeteria worker, sat in their tidy living room and waited. And waited. Finally, some six hours later, they
turned off the porch light and went to bed.

"1 felt totally disgusted,” he said. "I'm just tired of all the promises. Over the years, we've probably spent
hundreds of dollars and have nothing to show for it but a bunch of junk.”

While mega-million promotions have been around--and under suspicion--for decades, only recently have
lawmakers decided to fight back. The advent of slick, sophisticated marketing techniques and
solicitations that mimic official government documents and personalized, negotiable checks have
underscored the need for stronger legislation to protect consumers-—-particularly senior citizens, they say.

¢¢
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"As it stands now, the sweepstakes industry isn't winning any prizes for clarity," said U.S. Sen. Dick
Durbin (D-I11.), who co-sponsored a bill recently introduced in Congress to sharpen the teeth of current
postal statutes.

But beyond the alleged deceptive language, lawmakers also are concerned about implicit suggestions
that the entrants needs to make purchases to increase the odds of winning. The angel, miniature
lighthouses ($19.95, plus $4.49 shipping and handling), mops, cassettes and dozens of magazine
subscriptions are viewed as a small price to pay for admission to Easy Street.

But it rarely happens. Despite the urgent advisories promising that (Your name here) is just "a few
weeks away from being confirmed the lucky winner," you have a better chance of being hit by lightning.

For some older Americans, the practice has become an obsession that jeopardizes savings and squeezes
out such basic needs as food and heat.

In a widely publicized case last year, an 81-year-old California man made his second trip to
Tampa--home to American Family Publishers--clutching a letter that declared: "You're our newest $11
million winner." What he missed was the fine print that said he could collect only if he had a winning
number--the same sort of disclaimer that had misled the Rohrers.

"It just breaks your heart," said Brenda Geoghagan, spokeswoman at Tampa International Airport, who
estimated that about 20 such elderly travelers come to claim their fortunes each year.

In all cases, airlines have picked up the tab for the fare home, "but it's still very upsetting to us,” she
said. "Would you want your grandparents treated this way?"

You don't have to travel cross-country to be disappointed. Joffre Leggett, 80, who lives not far from the
Tampa airport, has spent about $6,000 over the last two years on magazine subscriptions--including In
Style and Esquire--despite not having enough money for heat or to get his car out of the shop.

"I thought it would increase my chances of winning," said the former chauffeur, who lives alone and is
on military disability for a condition he said is related to epilepsy. "I even got a letter that said the Prize
Patrol would be here at 10 p.m. . . . But around midnight, I just gave up."

After the situation became public, Publishers Clearing House agreed last week to reimburse Leggett,
pending return of the purchases.

"I'll believe it when I see it," he said of the refund."”

The company--which sells household products and collectibles, as well as magazines--defends its
practices..

"We believe the mailings are very clear," said Christopher Irving, director of consumer affairs for the
Port Washington, N.Y .-based firm. "Of course, like any direct-mail company, we try to make our
mailings look as attractive as possible. This is an opportunity . . . and most consumers certainly
understand that no purchase is necessary. Problems like these are minuscule compared to the millions of
people who respond each year."”

(Leggett is off the mailing list and a block has been put on his name to prevent him from making future
purchases.)

According to Irving, the company has given away $135 million since the sweepstakes started in 1967.
The odds of winning the $10 million prizes are 1 in 50 million, but 75 percent of the millionaire winners
did not purchase so much as a lint brush, he said.
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Consumers must assume some responsibility, he said. Still, Irving acknowledged that these "isolated
cases" have tarnished the company's image. In response, a number of programs are now in place,
including a Web site, a toll-free number with a recorded message (" At Publishers Clearing House, no
purchase is ever necessary and the winning is always free") and an annual review of the most active
customers.

"When necessary, we even make personal contact, just to remind them that they don't have to buy
something,” he said.

To Durbin, who sponsored the bill along with Sens. Susan Collins (R-Maine.), Thad Cochran (R-Miss.)
and Carl Levin (D-Mich.), such efforts are not enough. He became involved in the issue after hearing
from numerous constituents about how some "crafty purveyors" prey on the elderly through deceptive
envelopes and package techniques.

"Some (senior citizens) were getting so swept up in these contests that their adult children had no choice
but to seek conservatorship," he said.

The new law would require companies, which depend on giveaways for about one-third of new
subscriptions, to more clearly disclose odds and clarify rules, and it would strengthen laws regarding use
of government look-alike mailings or the suggestion that a mailing is connected to the federal
government.

States are taking action too. Last Tuesday, Indiana Atty. Gen. Jeff Modisett sued Publishers Clearing
House, asserting that the firm uses deceptive solicitations to trick people into buying magazines.

Modisett heads up a group of attorneys general who are investigating the industry for fraud and will
convene in Indianapolis next week. Wisconsin also has sued Publishers Clearing House, accusing it of
targeting the elderly.

While Illinois has not filed any suits, the attomey general’s office participated in a multi-state voluntary
agreement from American Family Publishers last year. The document states that the company would
make certain revisions to clarify language and rules, such as the odds of winning being printed in the
same size as the amount of the prize.

Why are otherwise intelligent people vulnerable to such unscrupulous tactics? Certainly, as one ages,
there are cognitive declines that can impair judgment. But gerontologists and others who work with
elderly suggest that there are also other factors: a desire to be self-sufficient, a fear of outliving financial
resources and a lack of cynicism.

"They know it's a big company, they see it on TV . . . and they just assume it's a trusted organization,"
said Glenn Brichacek, director of The Georgian and The Mather, retirement residences in Evanston.
"You talk to them about it and their attitude is, "Why would a company like this mislead me?' "

GRAPHIC: PHOTOS 2PHOTO (color): Henry and Shirley Rohrer ordered magazines and other items
in hopes of furthering their chances to win a sweepstakes. AP photo.; PHOTO: Henry and Shirley

Rohrer of Canton, I1l., waited in vain for delivery of the sweepstakes prize they thought they had won,
one of many such instances of false hope occurring nationwide each year. AP photo.

LANGUAGE: ENGLISH
LOAD-DATE: February 22, 1999
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January 3, 1999 Sunday, CHICAGOLAND FINAL EDITION
SECTION: BUSINESS; Pg. 1; ZONE: C
LENGTH: 1602 words
HEADLINE: DIGEST ADJUSTS WITH LIFE IN THESE UNITED STATES
BYLINE: By Tim Jones, Tribune Media Writer.
DATELINE: CHAPPAQUA, N.Y.
BODY:
Tom Ryder is the man in charge of fixing a national icon--Reader's Digest, a name that just about
everyone knows, a magazine read by 100 million people worldwide.
And a magazine with an image that has all the panache of your grandmother’s washboard.
Nine months into his aggressive cost-cutting rehab as chairman and chief executive of Reader's Digest
Association Inc., the 54-year-old Ryder carefully weighs the forces of heritage and strong emotional
attachments to the magazine against a sagging financial performance and the unforgiving media realities
of multiplying competition.

"Reader's Digest is an important part of the fabric of America. . .. It is a Heartland product,” Ryder
said, reverentially. "It needs to be fixed, not only for the employees but for the country.”

Millions of Americans will agree, but many of them hold fond memories of Glenn Miller, Joe DiMaggio
and life before interstate highways. Corporate futures--especially in the media business--are not built
with such strong ties to the past, and that is why Ryder tellingly refers to the soon-to-be-77-year-old
Reader's Digest as "a work in progress."

The daunting challenge for Ryder and Reader's Digest, headquartered in the pastoral, Williamsburg-like
setting of New York's Westchester County, is to establish a greater following among younger readers
without alienating the more than 14 million U.S. subscribers of enduring loyalty who buy the magazine
every month. It will be a balancing act, one of shifting proportions as the company seeks a broader
audience for the Digest and the books, tapes, videos and other magazines carrying the Reader's Digest
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brand name.

It likely will lead to a significant redefining of a company built on the homespun foundation of family
values, gentle humor and the lure of sweepstakes riches. Ryder will not take the company from the
music of Patty Page to Marilyn Manson, but there will be a clear recognition, he said, of music
symbolized by Madonna.

None of this will happen easily, which the Louisiana-born Ryder readily acknowledged in a recent
interview at the Digest's headquarters. "I have very clear marching orders," said Ryder, a longtime senior
executive at American Express Co. who was recruited by the board of directors last spring.

Ryder, a large man with an informal but direct manner, is an outsider at a company accustomed to being
run by insiders. Predecessor James Schadt, who came from PepsiCo Inc., was the first outsider to lead
the company founded by Lila and DeWitt Wallace. Schadt was dismissed in 1997.

"I don't give myself a lot of time. This has to be fixed and fixed fast," Ryder said.

The problem, insists Ryder, is not the content of Reader's Digest but the manner in which the magazine
is marketed--primarily at an older, rural and less-educated audience. Recent editorial fare--with former
Chicago Bear Chris Zorich "showing kids the way" on the cover and reports on computer violence,
Social Security and a story asking "Whatever Happened to Customer Service?"--is consistent with the
historical Digest product.

Part of the problem at the Digest has been an assumption that if they wrote it, the readers would come.
Readership and profits have been tailing off, which is why Ryder is calling the shots and shaking things

up.

Since joining Reader's Digest in May, Ryder has delivered two stages of a planned three-stage
restructuring in a wide-ranging effort to restore investor confidence and boost its lethargic stock price.
That means making the company smaller, at least for now.

He ordered the sale of $100 million in art; he pulled out of the condensed non-fiction book business; he
slashed the quarterly dividend and announced a plan for a two-step, 20-percent cut in the circulation of
the magazine, aimed at readers who are least likely to respond to pitches for other Reader's Digest
products.

This month, Reader's Digest will launch a modest television advertising campaign in an effort to reach
a younger, more upscale audience, Ryder said. Although subscription-generating mailings will be cut by
20 to 30 percent, he said the Digest will make direct-mail pitches aimed at a younger audience and
venture onto the Internet, as well as placing newspaper and magazine advertising.

Perhaps the biggest move will be the Digest's plan to reduce its reliance on sweepstakes mailings, which
historically have been used to generate circulation with the lure of winning big money.

"I don't think we'll ever be out of the sweepstakes business,” Ryder said, "but I want some other strategic
levers because I know that sweepstakes skew older, poorer and more rural, and that takes the magazine
to a place I do not want it to be exclusively."

Ryder also said the company will expand its base of 47 foreign editions, which might include a
Reader's Digest in China. He also predicted the company will expand into at least two new businesses,
trading on the recognition of the Reader's Digest name.

Further plans about the restructuring of the company will be announced in February. Readers will be
waiting, and Wall Street, which has applauded Ryder's early moves, will be watching.

"1 think it's going to be a tough road," said Rudy Hokanson, a media analyst at CIBC Oppenheimer in
New York. "A lot of people in the Baby Boomer age bracket just don't identify with Reader's Digest."
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"How many things can Reader's Digest be to how many people? I don't know," he said. "Reader's
Digest has many loyal readers who will give testimonials, like a coming of the faithful. But there are
only so many people who will convert to their ministry. Ninety-six percent of the people may know who
they are, but that doesn't mean they will become believers.”

Hokanson said the company is approaching a crossroads. If it is going to reduce its reliance on
sweepstakes, that will put more pressure on selling the magazine on its merits. "I don't think they can be
just a family values-type magazine company. They'd have to start over to do that," he said.

Ryder conceded that the company has relied too much on sweepstakes, at the expense of promoting the
values of the magazine and other products. "In the interests of obtaining quarterly profits,” Ryder said,
"we've lost a solid 10 years of reminding generations of people what the values of the Digest were in the
first place.”

The company's stock price plummeted in 1997 after the company flooded the U.S. and foreign markets
with too many direct marketing pitches, reducing the effectiveness of them. The faltering of the
company and the corporate shakeup elevated concems about the magazine's demographics. Reader's
Digest magazine generated about 27 percent of the company's $2.6 billion in fiscal 1998 revenues (down
from $2.8 billion in fiscal 1997, which was down from $3.1 billion in fiscal 1996).

The magazine is the foot in the door, the pitch to sell books and videos and tapes, which have generated
far more revenue and operating profits than the magazine; Ryder said in future years, Reader's Digest
and other magazines will make up an increasingly greater proportion. The median age of the magazine
reader is 47. The median age of subscribers, who buy more than 9 out of 10 copies, is above 50, Ryder
said.

Although Reader's Digest supplies ample data to support its claim that large numbers of the
demographically desirable--millionaires, college graduates, Internet surfers, cell phone owners and even
young people--read the magazine, the public and media perception of a dog-eared publication that seems
to thrive exclusively on waiting room tables in doctors' offices is powerful.

"I defy you to go into a room of 100 people and find anyone who reads Reader's Digest," observed
Dennis McAlpine, who follows the company for Josephthal & Co. "They have readers, but you don't
know where they are.”

The Digest said more than 17 percent of its circulation comes from Illinois, Ohio, Indiana, Wisconsin
and Michigan. The heaviest concentration of circulation, as a percentage of population, is in the Dakotas,
Minnesota, Iowa, Kansas, Nebraska and Mississippi.

Fifty-five percent of the Digest's readers are 18- to 49-year-olds, the company said.

"There are a lot of bedrock magazines that may not be on the cutting edge, but somehow they capture
core American values," said Abe Peck, who directs the magazine program at Northwestern University's
Medill School of Journalism and whose 15-year-old son reads the Digest, along with Vibe and Maxim,
two decidedly irreverent and young-skewing magazines.

"All magazines live in a tyranny of demographic desirability. Unfortunately, some readers are more
equal than others," Peck said. "No one publication can be as important as Time or the Digest or Life
was. It just can't be, given today's time pressures and market diversity."

The struggle at Reader's Digest is not unique. Magazines, newspapers and television networks all have
been scrambling to find and hold their audience. This struggle is occurring as Baby Boomers approach
and surpass the age of 50. Ryder said the problem at the magazine is not one of editorial content but of
marketing efforts disproportionately aimed at older Americans.

"We'll make some changes at the Digest, and we'll go through a confusing period of time here," Ryder
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said, leaning back in an overstuffed chair and resting his left leg on an antique maple table. He said he
fully expects to hear from some of the magazine readers in the coming months.

"This magazine is very personal, very emotional and is a part of people's lives," he said. "And when you
mess with it, people get crazy."”

GRAPHIC: GRAPHICGRAPHIC (color): Fewer readers at Reader's Digest; Chicago Tribune.; - See
microfilm for complete graphic.

LANGUAGE: ENGLISH
LOAD-DATE: January 21, 1999
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Consumer and Goverinent Affairs E-MAIL: lauren cisen@readersdigest.com

May 25, 1999

VIA FEDERAL EXPRESS

Ms. Mary D. Robertson

Chief Clerk

Permanent Subcommittee on lnvestigations
100 Russell - Senate Office Building
Washington, D.C. 20510

Re:  Peter Davenport Testimony from March 9, 1999
Deceptive Mailings and Sweepstakes Promotion
Hearings Conducted by the Permanent Subcommittee on Investigations

Dear Ms. Robertson:

Enclosed is the original transcript from the above referenced hearing, corrected
and signed by Mr. Peter Davenport. The only correction made is on page 62 lines 1011,

Lalso enclose responses to information requested from Mr. Davenport during the
hearing as follows:

Page 73 (line 15) - page 74 (line 14); response is attached to transcript at page 74.
Please note that Mr. Davenport testified that he believed we could provide
a breakdown of Reader 's Digest Magazine subscription circulation by age.
However, because we do not have age data for a large part of our
subscriber base, we cannot give an accurate age breakdown of our
subscribers. Instead, we are providing an age breakdown of the total
audience for Reader s Digest Magazine. The total audience for the
Magazine is based on a valid statistical sampling which is audited.
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Page 91 (lines 10-18) and page 129 (lines 3-5); see my March 19, 1999 letter to
Senator Arlen Specter.

Page 101 (line 23) - page 102 (line 1); see my April 9, 1999 letter to Ms. Leslie
Bell.

Page 110 (lines 8-25), page 111 (line 11) - page 112 (line 1), page 126 (line 24) -
page 127 (line 6); see my March 19, 1999 letter to Senator Edwards.

I apologize for any delay in returning the original transcript. Please contact me if T
can be of further assistance with this matter.

Sincerely,

A

Lauren Peretz Eisel
LPE/dm

Enclosures

Page 73 (line 15) - Page 74 (line 14):

In response to the information requested on page 73 (line 15) through page 74
(line 14), for the total audience of Reader's Digest Magazine, 53.8% are between the ages
of 18 and 49 and 46.2% are 50 years of age or older. The median age is 48.1.
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S Sena P
™l B on Investigations
A Regders e
- Digest EXHBTE 22
THE READER'S DIGEST ASSOCIATION, INC.
READER'S DIGEST ROAD
PLEASANTVILLE, NY 10370-7000
LAUREN PERETZ EISEN TELEPHONE: (914) 244.5331
Sestior Counsel FAX: (914) 244-3390
Cousimer and Govermunent Affairz E-MAIL: lauren.eisen@readersdigest.com

March 19, 1999

VIA FEDERAL EXPRESS

The Honorable Arlen Specter
U. S. Senate

711 Hart Office Building
Washington, D.C. 20510

Dear Senator Specter:

1 am writing in response to the request you made to Peter Davenport of Reader’s Digest
during the hearings held by the Perranent Subcommittee on Investigations on March 8 and 9.
You requested 2 wiitten statement concerning the project Reader’s Digest conducted regarding
customers who purchased significant numbers of Reader’s Digest products.

In response to your request, I enclose copies of Reader’s Digest response to Senator
Collins’ January 25, 1999 Request for Information and Material Number 8 which we previously
provided to the Subcommittee. The subparts relevant to your request are (a) - (¢). The first
enclosure is Reader’s Digest initial response to Request 8, and the second enclosure is the
supplemental response Reader’s Digest provided at the Subcommittee’s request.

Please contact me if T can be of further assistance with this matter.

Sincerely,

Lauren Peretz E:%
LPE/dm
Enclosures

cc Senator Susan Collins
Senator Carl Levin
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REQUEST

8. a. Does your company contact, using nonpromotional mailings or other
means, individuals who have purchased a large number of your products
to explain that no purchase is necessary to play your sweepstakes?

b. If so, by what criteria does your company determine which people to
contact to provide information that no purchase is necessary?

c. How many of such individuals did you contact in 1998? .

d. How many individuals continue to receive your promotional mailings
after receiving a non-promotional contact?

e. By what method are the individuals contacted? Please provide examples
of any letters or phone scripts used for nonpromotional contacts.

f. Are consumers making excessive purchases ever prohibited from ordering

additional products?
g Does your company maintain a database which allows the blocking of
future orders from a customer?

h. Under what circumstances are individuals blocked from making future
orders?

i How many people in your company database are listed as blocked from
making future orders?

j How many people in your company database were added to any list of

blocked customers in 1997 and 1998.

RESPONSE

a. RDA sent letters to all of its customers who had spent $2,000 or more
during Fiscal year 1998. An exemplar of this letter is being provided bearing Document
Control Number 8-00001. In addition, RDA first contacted by telephone approximately
200 customers who had spent $3,000 or more. The telephone contacts involved
completion of a survey questionnaire. A copy of the telephone script/survey
questionnaire is being provided bearing Document Control Numbers 8-00002 through
8-00003. The primary purpose of these contacts was to determine these customers’
awareness of and level of satisfaction with their purchases, as well as RDA’s policies
concerning its products and sweepstakes.

All RDA product offer mailings that contain a sweepstakes entry
opportunity expressly state that no purchase is necessary to enter or win the
sweepstakes and clearly explain how to enter without ordering and that every entry has
an equivalent chance of winning a prize.

However, the letter sent to these customers reminds customers of these
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policies, stating, among other things:

Your business and loyalty are greatly appreciated, and we want to
emphasize that you do not have to order or buy any product we
offer to enter or win the Reader’s Digest Sweepstakes.

‘We use Sweepstakes to call attention to our products, but whether
you choose to order or not, you always have an equal chance to win
a prize.

RDA received numerous calls and letters in response thanking RDA for
the letter. N

The telephone survey results demonstrated a high level of consumer
awareness and satisfaction with RDA products. Respondents were aware of how much
they spent in an average month and what product lines they were buying. They cited a
wide variety of uses for the products they bought: for their own use, for relatives, for
friends, for grandchildren and for charitable or volunteer organizations. Ninety-one
percent said they were aware that no purchase is ever necessary to enter or win the
sweepstakes. Ninety-eight percent expressed a very high level of satisfaction with the
products they had purchased (“extremely satisfied” or “very satisfied”).

b. RDA informs all recipients of sweepstakes entry opportunities that no
purchase is necessary to enter or win the sweepstakes. As explained in response to
Request 3a, RDA sent the letter described above to customers who had spent $2,000 or
more in Fiscal year 1998 and first contacted by telephone approximately 200 customers
who had spent $3,000 or more to complete the survey questionnaire described above.

c RDA sent the letter described above to the approximately 7,600 customers
who had spent $2,000 or more in Fiscal Year 1998 and first contacted by telephone
approximately 200 who had spent $3,000 or more.

d. No one asked to stop receiving promotional mailings after being contacted
by telephone or letter. If any had asked, RDA would have ceased mailings to them.

e. A copy of the letter is being produced bearing Document Control
Number 8-00001 and a copy of the telephone script/survey questionnaire is being
provided bearing Document Control Numbers 8-00002 through 8-0003.

f. Level of purchases {aside from level of purchase for which payment has
not been received) is not a criterion used by RDA to prohibit an individual from
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ordering products, as such a criterion may inadvertently preclude satisfied customers
from enjoying RDA products. RDA does have procedures in place to prevent
unwanted duplicate orders. For example, generally, if RDA receives two or more
orders from a customer for the same product within a six week period, RDA sends the
customer a letter, a sample of which is being provided bearing Document Control
Number 8-00004.

g RDA'’s fulfillment system permits blocking of future orders from a
customer.

h. RDA blocks future orders by individuals under the following
circumstances relating to the individual:

{1}  Deceased R

(2)  Identified as a fraud by outside agencies.

(3)  Person has notified the Postal Service that no more RDA mail is to
be sent to the person’s address.

(4)  Bankruptcy

(5)  Account is under “hardship” billing (i.e., a special billing
arrangement has been established at the customer’s request).

(6) Minor
(7}  Requestby a guardian
(8)  Suspect address (under investigation for possible fraud).

i The number of persons blocked from future orders as of June 30, 1997 was
1,763,011 and as of June 30, 1998 was 1,085,825.

j- RDA is unable to determine how many people were added to those who
were blocked from future orders in 1997 and 1998. Figures provided in the response to
Request 8i are accurate for the particular dates specified.
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g Readers
AR Digest

THE READER'S DIGEST ASSOCIATION, INC.
READER'S DIGEST ROAD
NY 05767000

Date: November 2, 1998
Dear

‘Thank you for being one of our most valued custormers and an important member of the
Reader's Digest family.

Your history with Reader’s Digest is proof pasitive that you are an active customer who
enjoys the quality and value of our products, recognizes the convenience of ordering
through the mail, and has fun with the Sweepstakes.

Your business and loyalty are greatly appreciated, and we want to emphasize that you do
not have to order or biy any product we offer to enter or win the Reader’s Digest
Sweepstakes. -

We use Sweepstakes to call attention to cur products, but whether you choose to order or
not, you always have an equal chance to win a prize. ’

Your happiness and satisfaction are important to us. If you have any qusstions, please
don’t hesitate to call using this toll-free number: 1-800-949-6314.

Sincerely,
Al Perruzza
Vice President

Customer Services

P.S. Please enjoy the enclosed gift as a token of our appreciation.
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Newman-Stein, Inc.

902 Broadway Job #5104
New York, New York 10010 October, 1998
CUSTOMER SERVICE SURVEY

RESPONDENT'S NAME: AREA CODE:______ PHONE#;

INTERVIEWER'S NAME: y LD % TIME BEGAN: ANENM

DATE . TIME ENDED:____ i AM/PM
{(16-13)

Hetlo, I'm from Newman-Stein, Inc., a national research company. 1 am calling for Reader’s

Digest to ask you a few queastions regarding the purchases you make with thern. Let me assure you that
this i€ not a sales call. We are only conducting a brief survey among Reader's Digest customers. (ASK TO
SPEAK TO THE PERSON LISTED ON THE SAMPLE. IF NOT AVAILABLE, ASK WHEN HE/SHE WILL BE
AVAILABLE. RECORD BELOW AND CALL BACK.) May | continue? (IF “YES,* CONTINUE.
OTHERWISE, THANK RESFONDENT AND END INTERVIEW)

ATTEMPT DATE & TIME SIATUS
1
2
3
1. Are you the person in the housahold who usually makes the decisions to purchase from Reader's
Digesl?
Yes 1 >  (CONTINUE)
No 2 > (ASK TO SPEAK TO THAT PERSON. IF NOT AVAILABLE,
SCHEDULE TIME TO CALL BACK)
2. I'd like 1o ask you about the types of praducts you have purchased from Reader's Digest in the past

year. (FOR EACH ITEM BELOW ASK:) inthe past year, have you purchased ...7 (RECQORD
YES” OR "NO” FOR EACH ITEM)

Yes No
(14) {15)
The Readers Digast magazine 1 1
Select Editions or condensed books 2 2
Other books, from Reader's Digest such
as Gardening, Cooking or Madical 3 3
Music from Readser's Digest 4 4 .
Videos from Readers Digest & 5
3. Overall, how satisfiod are you with Reader's Digest products? Would you say you are ... (READ
ENTYIRE LIST)? .
(16)
Extremaly satisfied 1
Very satisfied 2
Saomewhat satisfied 3
Not very. satisfied 4
Not at all satisfied 5

8-00002



4a,

“ap.

225

Approximately how much money have you spent in an average month on Reader's Digest
products? Please include all Reader’s Digest products such as the magazine, condensed books,

music, videos and any catalog purchases. (PROBE FOR AN EXACT DOLLAR AMOUNT RATHER
THAN A RANGE. DO NOT RECORD CENTS)

$ 721 > (IF NO ANSWER PROVIDED OR
CARITE 1N} “DON'T KNOW,” ASK (1.4b.
. QOTHERWISE, SKIP TO Q.5

In an, averags mont ), would you say you spant approximately ... (READ ENTIRE LIST)? (ALLOW
RESPONDENT TIME TO PROVIDE AN ANSWER)
3]

Under $25

or $750 ormare

VWhen you buy Reader's Digest praducts, dé you sgmetimes ...¢ (READ LIST, REPEATING "DO
YOU SOMETIMES ...7° BEFORE EACH {TEM. READ EACH ITEM BELOW, RECORDING “YES”
OR “NO" FOR EACH ITEM} .

Yes No
23) 24)
Give them to friends 1 1
Give them to relatives 2 2
Give them to a grandchild 3 3
Give them to charitable &
volunteer organizations 4 4
Buy them for your awn personal use 5 5

1 arm going to read you a short list of features that may or may not be offered by Reader’s Digest.
Please tell me whether or not Reader's Digest offers ... (STARTING WITH X'D ITEM, READ EACH
ITEM BELOW. . RECORD "YES" OR *NO" FOR EACH ITEM.)? Does Reader's Digest offer ...
(CONTINUE READING ITEMS)?

START
HERE; Yes No
. 25y {26}
( ) Thereis a money back guarantee if not
completely satisfied with the purchase 1 1
{ ) No purchase Is ever necessary (o anter
- or win the sweepstakes 2 P-4
[GS You can pay for products by credit card <l
{3 Each product has a 7 day free trial 4 4
{ )} Youare able to pay for products in interest :
free monthly installments 5 5

Thanks. That's all the questions we have for you today. We appreciate you spending the ime to
answer these questions. if you ever need to contact Reader's Digest for any reason, thay canbe
reached at an 800 phone number. Would you like me to give it ta you today? (IF “YES,” TELL
THE RESPONDENT THE PHONE NUMBER 1S 1-800-234-9000)

END INTERVIEW

8.

RECORD FROM SAMPLE, DO NOT ASK RESPONDENT,

XREF:
(27-38)

CRPP098:
(37-41}
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FORM=VB

We appreciate your order for:

Howover, we hesitats 1o Sl this ordar becavse we
recently sent yon the same product, Do you wishto

place another identical ovdcr? If 5o, please ro-

meke sure your order is lled promptly. Foryour
couvenience, enclosed is a pastage paid envelope. ¥

we do NOT hear from you, we wall know you do NOT wish
to receive 2 second ghipment

Thank you for helping us scrve you betrer.
Sincerely,
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REQUEST

8. a. Does your company contact, using nonpromotional mailings or other
means, individuals who have purchased a large number of your products
to explain that no purchase is necessary to play your sweepstakes?

b. If so, by what criteria does your company determine which people to
contact to provide information that no purchase is necessary?

c. How many of such individuals did you contact in 19987

d. How many individuals continue to receive your promotional mailings
after receiving a non-promotional contact?

e By what method are the individuals contacted? Please provide examples
of any letters or phone scripts used for nonpromotional contacts.

f. Are consumers making excessive purchases ever prohibited from ordering
additional products?

g- Does your company maintain a database which allows the blocking of
future orders from a customer?

h. Under what circumstances are individuals blocked from making future
orders?

i How many people in your company database are listed as blocked from

making future orders?
j- How many people in your company database were added to any list of
blocked customers in 1997 and 1998.

SUPPLEMENTARY RESPONSE TO REQUEST 8a through j

In response to a follow-up request by the Subcommittee for additional
information concerning results of the telephone survey described in RDA’s initial
response to Request 8, RDA is providing the following supplementary information:

Tvpes of Products Purchased

The 221 survey respondents demonstrated a high level of awareness of what
products they had purchased. 98% of respondents reported that they had purchased
Reader's Digest Magazine in the past year. 93% of respondents reported that they had
purchased Music products, and 93.2% reported that they had purchased videos from
RDA in the past year. 89% of respondents reported that they had purchased condensed
books, and 89% reported that they had purchased other books. A net of 96% of
respondents reported having purchased books from either or both of the two latter
categories.
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0.
Highest Levels of Satisfaction With RDA Products

The survey results demonstrate respondents’ very high level of satisfaction with
the products they have purchased from RDA.

98% of respondents said they were “extremely satisfied” or “very satisfied” with
RDA products. Of this group, half said they were “extremely satisfied,” and the other
half said they were “very satisfied.”

2% of respondents said they were “somewhat satisfied,” but no one reported
being either “not very satisfied” or “not at all satisfied.”

Awareness of Spending
Respondents also demonstrated awareness of how much they spent on RDA

products in an average month. The average of all responses came to $196.10 per
average month.

Varied Uses for RDA Products

Respondents cited a wide variety of uses for the products they had purchased
from RDA.

Nearly every respondent, over 99%, reported buying RDA products for their
own personal use.

In addition, 82% said they sometimes give RDA products to friends, 91% said
they sometimes give them to relatives, and 58% said they sometimes give them to a
grandchild. 50% said they sometimes give RDA products to charitable and volunteer
organizations.

High Awareness of RDA Policies and Principles

The survey results also demonstrate an extremely high level of awareness of
RDA policies and principles.

90% or more of respondents were aware of each of the following RDA policies:
(1) there is a money back guarantee if not completelv satisfied with the purchase, (2) no
purchase is ever necessary to enter or win the sweepstakes, (3) each product has a 7-day
free trial, and (4) you are able to pay for products in interest free monthly instaliments.
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One policy, that purchasers can pay for products by credit card, garnered a lower
awareness level of only 65%.

Summary

The telephone survey results demonstrated a high level of consumer awareness
and satisfaction with RDA products. Respondents were generally aware of how much
they spent in an average month and what product lines they were buying. They cited a
wide variety of uses for the products they bought, and 90% or more of the respondents
were aware of various RDA policies, including that no purchase is ever necessary to
enter or win the sweepstakes. 98% expressed a very high level of satisfaction with the
products they had purchased.
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REQUEST

8. i How many people in your company database are listed as blocked from making
future orders?

SUPPLEMENTARY RESPONSE

i Please note that RDA’s February 10, 1999 response to 8(i) contained an arithmetic error.
The correct total number of persons blocked from future orders as well as a complete breakdown
by category is as follows:

As of June 30, 1997 As of June 30, 1998
Deceased 1,087,873 360,960
Fraud 8,477 8,661
Panderer 425 410
Bankruptcy 1,960 1,991
Hardship 20,168 24,014
Minor 89,912 91,953
Ward/guardian cancel 199,460 218,750
Suspect Address 21,618 21,189
TOTAL 1,429,893 727,928

As the above demonstrates, the total number of persons blocked from future orders can
decline. This is due to the regular process of purging RDA’s customer files. Because of the size
of RDA’s database, it would be impossible for RDA to maintain all customer information
indefinitely. Thus, the files are regularly cleaned and accounts that are no longer viable, such as
those of deceased customers, are removed. In addition, for some categories of persons blocked
from orders, such as an account that had been marked as a hardship or suspect address, the
situation which caused the account to be so marked may no longer exist. In that case, the block
would be removed.

You requested more specific information regarding accounts blocked because of a
guardian request. As explained in RDA’s February 10, 1999 response, RDA’s overall U.S.
customer file consists of approximately 60 million accounts. Of these approximately 60 million
customers, 199,460 persons as of June 30, 1997 (:33% of the customer file) and 218,750 persons
as of June 30, 1998 (.36% of the customer file) were blocked from future orders because of
requests by their guardians.

fe
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Sonats Permanent Subcommities
on Investigations
\ cader’s I —
A Digest
THE READER'S DIGEST ASSOCIATION, INC.
READER'S DIGEST ROAD
PLEASANTVILLE, NY 10570-7000
LAUREN PERETZ EISEN TELEPHONE: (914) 244-5331
Senior Counsel FAX: (914) 244-5390
Consunter and Goveriment Affairs E-MAIL: lauren eisen@readersdigest.com

April 9, 1999

VIA FACSIMILE and U.S. MAIL

Ms. Leslie Bell

Attorney, Minority Staff

Permanent Subcommittee on Investigations
SR193

U.S. Senate

Washington, D.C. 20510

Dear Ms. Bell:
In response to your request to Linda Goldstein, 3,488,994 is the 1998 mail
quantity for the Reader’s Digest direct mail piece which referenced Hudson Armored Car

and Courier Service and regarding which Senator Levin questioned Mr. Davenport
(Exhibit 12).

We apologize for any delay in providing you with this information.
Sincerely,

e

Lauren Peretz Eisen

LPE/dm

cc: Linda A. Goldstein
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Senate Permenent Subcommiti
on Investigations

)

caders  _pre 2s. =
Digest
THE READER'S DIGEST ASSOCIATION, INC.
READER'S DIGEST ROAD

PLEASANTVILLE, NY 10570-7000
LAUREN PERETZ EISEN TELEPHONE: (914) 244-5331
Senior Counsel FAX: (914) 244-5390
Counsumer and Government Affairs E-MAIL: lauren eisen@readersdigest.com

March 19, 1999

VIA FEDERAL EXPRESS

The Honorable John Edwards
U.S. Senate

825 Hart Senate Office Building
Washington, D.C. 20510

Dear Senator Edwards:

I am responding to your March 9, 1999 letter to Mr. Davenport concerning the request
you made to Mr. Davenport during the hearings held by the Permanent Subcommittee on

Investigations on March 8 and 9 to remove Mr. Bobby Bagwell’s name from Reader’s Digest’s
mailing lists.

When we searched our files, we discovered Mr. Bagwell was a past customer and that we
had already taken appropriate actions concerning his account. In November 1998 when we
became aware of his situation, we marked the one account we had in Mr. Bobby Bagwell’s name
so that no further Reader’s Digest mailings would be sent to him. In addition, in keeping with our
generous refund policy which provides that we will give a refund for any product returned at any
time, in November 1998 we processed a refund for nineteen products returned on Mr. Bagwell’s
behalf. Please note that while we found no recent activity on his account, we have now also
marked the account so that any orders from Mr. Bagwell would not be processed.

Please contact me if I can be of further assistance with this matter.
Sincerely,
do (Lp

Lauren Peretz Eisen
LPE/dm

cc: Pamela Bagwell
Senator Susan Collins
Senator Carl Levin
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Digest
THE READER'S DIGEST ASSOCIATION #9C. A8 25 i 29

READER'S DIGEST ROAD
PLEASANTVILLE, NY 10570-7000

L AUREN PERETZ EISEN TELEPHONE: 91424
Senior Counget FAX: (914) 244
Consumer awid Goveripment Affairs E-MAIL: lauren eisen@readersdigest.com

March 19, 1999

VIA FACSIMILE and U.S. MAIL

The Honorable Carl Levin

Ranking Member

Permanent Subcommittee on Investigations
Committee on Government Affairs

U.S. Senate

Washington, I>.C. 20510

Dear Senator Levin:

In connection with the hearings held by the Permanent Subcomumittee on Investigations on
March 8 and 9, I am writing to send you a copy of the letter we sent to the family of Ms.
Gertrude Roosenberg which explains the actions we have taken concerning her account. This
letter was sent on March 4th, as soon as we were apprised of her situation. In addition, we have
marked her account so that she will receive no additional mailings and so that any future orders
will be blocked. However because we prepare our mailings in advance, she may continue to
receive mailings for a few months.

Please contact me if I can be of further assistance with this matter.

Sincerely,

o

Lauren Peretz Eisen
LPE/dm
Enclosure

cc: Senator Susan Collins
Family of Ms. Gertrude Roosenberg
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P.C. BOX235
PLEASANTVILLE, NY 10570-0235

9

March 4, 1999

The Family of
Ms. Gertrude Roosenberg

)
Grand Rapids, M1l Eago

Dear Roosenberg Family, <

I am writing because it has recently come to our attention that you have some concerns
regarding products ordered through our company by Gertrude Roosenberg.

First, allow me to take moment and explain a little about our Sweepstakes. As you may be
aware, Reader’s Digest has been using Sweepstakes for many years as a way of drawing
attention to our many fine products. In fact, since we began using Sweepstakes in 1662,
we have given away more than $160 million to more than 2 million people in the United
States alone.

Recently, there have been numerous negative reports about sweepstakes in the news
media. Please let me assure you that Reader's Digest has always - and will always -
encourage and follow reputable practices that make our Sweepstakes honest and real, as
well as exciting and fun for our customers,

It is, of course, impossible for us to distinguish customers who should not be ordering our
products and we hesitate to assume our customers intent. We do, therefore, depend on
family members and care givers to contact us so that we can take suitable steps. Under our

+ unconditional guarantee, we will refund Ms, Roosenberg for any products returned to us
for which she has already paid. To make the appropriate arrangements, or if you would
like to discuss this matter further, please call us toll free at 1-800-934-0977. A member of
our Customer Care team will be happy to assist.

Thank you for this opportunity to explain.
Sincerely,

Reader’s Digest
Customer Care
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&PUBUSHERS CLEARING HOUSE - 101 winess CIRCLE PORT WASHINGTOS QITS PR REhant Suboramitis "
" oninvestigations

$3.5 Millicn Acceptance Notice L-~--—7—4—---—---
from

SRS

I, M do hereby affirm and attest that I am
willing to accept 3.5 Million Dollars in cash from Publishers
Clearing House on April 15 provided SuperPrize Number .

5§ 7063 1423 16 matches the winning number and this acceptance
reaches PCH by April 3, 1998, Should that be the case, I will
expect Dave Sayer to arrive in an armored car with guards to
deliver the cash to me at .

<

HERE

FOLD ;HEHE

FOLD

[ 1 would really prefer a Certified Check should I be
the winner.

Thank you.

Signed:

HERE

g 1so like.ycu to be able to tell the media that T RN

? ReewhsERePEmENY., don't just enter for the prizes but know an
unbeatable deal when I see one. Therefore, please, act.\.vate
my. ON .THE .HOUSE Privilege and see that I receive Express 3 _
Order Processing on any item(s) I may order below. Thank you.

FOLD;

i PLACE 35T
‘ORDER STANP
HERE

PLACE 2ND
ORDER STAMP
HERE

PLACE 3RD

ORDER STANP

HERE

PLACE ‘4TH

ORDER STAMP

Your credit is A-OK, so won't you try one or more of our unkeat-
able deals and we'll immediately upgrade you to President's Gold
_club status. If not ordering, paste "NO» stamp fzom the sheet of
‘stamps over the first two order boxes.

p

b4 1439 0534

20200 il
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Your odds of winning $3.5 million are approximately 1 in 85 million.
{0dds may vary based on the total number of entries received)

PURCHASES DO NOT INCREASE YOUR ODDS OF WINNING.

All forms and letters in this solicitation were computer generated.
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DEBORAH HOLLAND
Senlor Vice President
April 2, 1999

The Honorable Arlen Specter
United States Senate
Washington, DC 20510

Dear Senator Specter:

This letter is written in response to your suggestion and request that we supplement
the record of the hearings on sweepstakes promotion held on March 9, 1999, by the Permanent
Subcommittee on Investigations of the Committee on Governmental Affairs of the United States
Senate, with information about steps taken by Publishers Clearing House to address the concems
expressed by the Subcormittee,

We want you to know, above all else, that we at Publishers Clearing House arc
deeply concerned about the individuals who testified before the Subcommittee, and the issues that
their experience raises, and that we are actively taking steps to address those issues.

You and the other members of the Subcommittee have clearly called upon us to
make changes in our promotions and practices. We hear you, and we are reacting. We are now
voluntarily implementing a number of changes to make it easier for all consumers to understand our
mailings and enter our sweepstakes, including:

*  Adding the numerical odds of winning {0 the rules

¢ Adding the words "No Purchase Necessary" to the front of orderfentry forms and in
other prominent places in the package

o Increasing the exposure of our toll-free number to make it easier for consumers to
contact us

« Increasing type size
Reducing the number of mailings an individual can receive

+ Improving the effectiveness of duplicate name consolidation and removal among our
most active customers.

We will bear in mind the concerns expressed by the Subcommittee as we develop
new promations in the future.

Publishers Clearing House has a long-standing history of developing and
implementing a series of innovative and effective consumer education programs. As more fully set
forth in the written testimony submitted to the Subcommittee, we have:

1. Mailed a non-promotional letter to active customers on a regular basis
reminding them that they never have to order to enter or win {we've been
doing this for 5 years, last year alone to over 125,000 persons);
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The Honorable Arlen Speocter April 2, 1999
Page 2

2. Joined with the Federal Trade Commission in the design and distribution of
over 300,000 copies of an educational flyer on the theme that no purchase is
ever necessary to enter or collect a prize in a legitimate sweepstakes;

3. Featured an “Anti-Scam/No Purchase Necessary” message on our toll-free
customer service line 24 hours a day, with over 4 million impressions last
year alone; and

4. Maintained an "anti-scam” data base, recording consumer contacts with real
frauds and con artists, information that has been shared with local law
enforcement personnel and that has led to nearly thirty arrests and over a
dozen convictions for consumer fraud.

However, consumer education programs and increased disclosure are not enough for
people who are not able to understand promotional materials, or even able to follow the advice of
children and loved ones. Those individuals, like the extreme cases heard by the Subcommittee on
March 8, must be protected by proactive programs to identify such people and remove them from
active mailing lists.

Publishers Clearing House is unique in the industry because we are the first
company 1o step up to this challenge and pioneer a proactive consumer outreach program. Over
6,000 persons have been contacted and removed from our mailing list last year as a result of this
program. In fact, a clear demonstration of the effectiveness of this program is that the two
individuals brought to our attention by the Subcommittee Staff .- Mr. Eustace Hall and Mr. Charles
Doolittle ~ had already been identified and removed from our mailing list over a year ago. We
firmly believe that this is the only way to protect those individuals for whom no amount of
disclosure is effective.

The enclosed SweepSmarts pamphlet, previously made available to the members of
the Subcommittee, describes this high activity customer contact program and other services
Publishers Clearing House has made available to consumers. We hope you will take a moment to
read it.

I am sormry to think that some of my testimony was misconstrued, or perhaps
misunderstood, by some members of the Subcommittee. Two points in particular I think should be
clarified:

i We would not have mailed the Dorothy Addeo letter that was criticized at
the hearing if we did not think that it was "perfectly fine" -- by which we
mean easily understood by consumers and in full compliance with
applicable law. Nevertheless, we promptly withdrew the letter, voluntarily,
when it was criticized by consumer protection specialists and the media.
That happened a year and a half ago. We may not always agree on
everything, but I believe this is good example of how Publishers Clearing
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Houge listens to criticism, and reacts responsibly.

e

We say that no "reasonable person” would misunderstand our g
because that is what five federal District Court Judges and the Sixth and
Ninth Circuit Courts of Appeals have told us. This is the standard
enunciated by the Federal Trade Commission in its policy statement on
deception. We are prepared, in response to your call, to go further and do
more to make our mailings even clearer and easier to understand, but it
seems unfair to be so harshly criticized for mailings that -- while some may
not like them -~ have been upheld by every court that has ever had occasion
to review them.,

Moreover, every time one of these mailings is sent out, a public "vote" is
taken. As I pointed out at the hearing, the figures demonstrate time and
again that the vast majority of Americans who receive these mailings
understand them as simply advertisements offering a chance to enter and
win, and clearly know that they can enter without ordering.

Senator, we appreciate the candor of your remarks at the hearing, and we have taken

your expressions of concern to heart. [ have discussed the hearings and the Subcommittee's views
with senfor management, and we are committed to substantive and meaningful change.

1 hope that you appreciate as well that we are not careless of the needs and reactions

of ordinary, decent people in developing our mailings. Publishers Clearing House is in the business
of delighting its customers, not harming them or causing them distress. We have nearly 1,000
employees who, themselves, are ordinary, decent people working hard every day to do a good job.
We are not consciously preying upon any vulnerable population group, and we have no desire to
exploit anyone. Our confidence in this fact and our first-hand knowledge of the responsible way in
which the company conducts itself are driving forces behind the vigor with which we defend our
company against these accusations.

Enclosure

Thank you for your time and attention.

Very truly yours,

Aiboigd Hetloosle

Deborah Holland
Senior Vice President

cc: Permanent Subcommitiee on Investigations
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Sonate Permanent Subcommitiee
PUBLISHERS on Investigations
CLEARING HOUSE 25b
382 CHANNEL DRIVE EXHIBIT e
PORT WASHINGTON, NEW YORK 11050
(516) 8835432
CHRISTOPHER L. IRVING, ESQ.
Director, Consumer Affairs

March 24, 1999

The Honorable John Edwards
United States Senate
Washington, DC 20510-3306

Dear Senator Edwards:

We are responding to your request, made during the hearings before the Senate
Permanent Subcommittee on Investigations, that the companies testifying review their
records regarding your constituent Bobby Bagwell.

Qur records indicate that we were contacted by Mr. Bagwell’s daughter,
Pamela Bagwell, in October 1998. At that time we removed Mr. Bagwell’s name
from our mailing list, placed a “block” on his name to prevent future orders from
being processed and canceled all outstanding balances. We wrote to Ms. Bagwell in
October and December of 1998 confirming the actions we had taken and provided her
with postage-paid labels and an itemization of her father’s orders for use in returning
merchandisc for a full refund. We also requested that she provide us with any
additional name/address variations for her father so we could remove any such
variations.

Since our first contact from Ms. Bagwell, we have had the opportunity to
speak with her by phone on repeated occasions offering additional assistance and
information. As a result, we have now forwarded refunds to Pamela Bagwell, payable
to her father, in the amount of $2634.88.

1If we can provide you with any additional information regarding the resolution
of Mr. Bagwell’s account please feel free to contact me directly. Similarly, if we can
provide assistance to any of your constituents, please feel free to pass on such
information to me or have the consumer contact me directly. I can be reached toll-
free at (800) 337-4724.

Very truly yours,

Christépher L. Irving
[N Honorable Susan Collins

Honorable Carl Levin |
Pamela Bagwell
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ATTORNEYS AT LAW

AUSTIN A REGISTERED LIMITED LIABIL(TY PARTNERSHIP
BRUSSELS INCLUDING PROFESSIONAL CORPORATIONS
DALLAS 1333 NEW HAMPSHIRE AVENUE, N.W.
HOUSTON . .
LONDON SUITE 400

LOS ANGELES WASHINGTON, DC 20036
MOSCOW

NEW YORK - {202) 887-4000
PHILADELPHIA FAX (202) 887-4288

SAN ANTONIO ‘www.akingump.com
WASHINGTON. D.C

WRITER'S E-MAIL ADORESS
April 7, 1999

The Honorable Arlen Specter
U.S. Senate

711 Hart Senate Office Building
Washington, D.C. 20510-3802

Dear Senator Specter:

At the March 9, 1999 hearing of the Senate Permanent Subcommittee on Investigations,
you requested additional information from American Family Enterprises (AFE) and other
magazine sweepstakes industry representatives regarding steps that they have taken to address
recent sweepstakes concems. You also requested specific examples of how AFE has handled
situations in which a guardian requests discontinuance of a customer’s magazine subscriptions.
On behalf of AFE, we are pleased to respond to your request.

AFE knows that the success of its business depends entirely on consumer confidence.
When it became evident in 1998 that a very small minority of its customers may have
disregarded, been mistaken, or somehow been confused about AFE’s sweepstakes rules and
procedures, AFE initiated a comprehensive re-evaluation of its marketing and promotional
methods and implemented a number of important changes. Some of the most prominent
measures include:

o Clearly disclosing, in numeric form, in AFE’s Official Rules, the odds of winning
each prize.

o Reminding all mail recipients repeatedly that no purchase is necessary to enter the
sweepstakes.

o Displaying in each of its promotional mailings a prominent statement of the
“American Family Promise” —
» The magazine prices offered by AFE are always equal to the lowest available
to the general public.
o All sweepstakes prizes are awarded.
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» All entries have an equal chance to win.

¢ Subscriptions can be canceled at any time and money will be refunded for all
unserved issues.

* Products can be returned for a refund if unsatisfactory for any reason.

* Directing that all sweepstakes entries, whether with orders or without, be returned to
the same city, reinforcing the message that all entries are, in fact, treated equally.

« Establishing a website (www.americanfamily.com) to answer consumers’ most
frequently asked questions, reiterate the sweepstakes rules and publish the American
Family Promise.

» Avoiding the use of language referring to the recipient as a member of a “small
group” with an improved chance of winning the sweepstakes prize. This includes
language stating that a recipient is a “finalist” or “tied” to win a prize,

AFE also has instituted a pilot program to identify and protect potentially vulnerable
sweepstakes consumers, meaning those who are purchasing an unusually large number of
magazine subscriptions. While these purchases might simply represent an appropriate choice
for that person, AFE recognizes that they may also indicate that someone incorrectly believes
that a magazine order is required to enter the sweepstakes. This group of frequent purchasers
appears to represent less than one-half of one percent of AFE’s customers. As part of this
AFE program, beginning in the spring of 1998, AFE began limiting the number of mailings
and sending a “no purchase necessary” reminder letter to individuals whose ordering patterns
suggested that they might not understand AFE’s sweepstakes procedures. This letter
generally states that al! entries, including those without an order, have an equal chance to
win, and specifically reiterates that no purchase is ever necessary to enter or win, A copy of
this letter is attached for your review.

AFE has also elected not to send mail to certain customers for whom the no purchase
necessary letter may not be enough. Although the program is in its initial stages and under
review, AFE has chosen to stop mailing to approximately 25,000 people. This means that
these customers will no longer receive sweepstakes solicitations from AFE. AFE has also
been working diligently with the Direct Marketing Association to develop “best practices”
recommendations on the issue of protecting the vulnerable.

In addition, AFE blocks certain customers from making future orders, including those
who have been identified as being incapable of making ratienal purchasing decisions. AFE
also maintains a much larger list of consumers who have asked AFE not to send them
promotional mailings or who have been identified to the Company by others as not interested
in receiving such mail,

AFE’s goal is to offer magazines and products that people want to purchase and use and
to guarantee customer satisfaction. Accordingly, AFE’s policy is to offer refunds on a “no
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questions asked” basis for all unserved magazine issues or returned merchandise. This
refund policy is prominently featured in all of AFE’s mailings. In addition, AFE has
authorized its customer service representatives to go further in appropriate circumstances in
order to handle customer concems in a compassionate manner. This is particularly true in
those cases in which guardians of AFE customers have requested AFE to discontinue
subscriptions. Recent examples of how the Company has handled this type of situation are
set forth below:

[Redacted information is in Subcommittee files.]
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Because of privacy concemns involving these individuals and their families, we would ask
that you treat the above examples in a confidential manner. We hope that this letter provides
information that is responsive to your requests. Piease let us know if we may be of further
assistance.

Sincerely,

Ll Larkin

Steven R. Ross
J. David Carlin

IDC/rtb
cc: Senator Susan Collins, Chairman
Permanent Subcommittee on Investigations

Senator Carl Levin, Ranking Minority Member
Permanent Subcommittee on Investigations
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DALLAS 1333 NEW HAMPSHIRE AVENUE, NW.
HOUSTON

LONDON SUITE 400

LOS ANGELES WASHINGTON, D.C. 20036
Moscow 2021 887- 4000

NEW YORK

PHILADELPHIA FAX (202) 887-4288

SAN ANTONIO www.akingump.com

WASHINGTON, DC

WRITER'S DIRECT DIAL NUMBER (2021 887

April 9, 1999

The Honorable Susan M. Collins
Chairman

Permanent Subcommittee on Investigations
432 Hart Senate Office Building
Washington, D.C. 20510-6350

Dear Senator Collins:

On behalf of our client, American Family Enterprises, we are enclosing an edited version
of the Subcommittee transcript of the March 9, 1999 hearing on the use of sweepstakes by the
magazine publishing industry.

Based upon our review of the transcript, it appears that there is one point in the record
that may require further clarification. Specifically, on page 132 of the Subcommittee transcript,
Senator Levin asked AFE’s witness, Ms. Naomi Bernstein, whether AFE rents its mailing lists to
other companies. Ms. Bernstein replied accurately that AFE rents a small list of book purchasers
to other companies. However, she did not mention that AFE also rents the names of its non-
customer sweepstakes entrants, which names AFE previously rented from another source. The
existence of this rental program was however disclosed to Subcommittee staff by Ms. Bernstein
during a conference call a few days prior to the March 9 hearing.

We appreciate the opportunity to clarify the record and look forward to continuing to
work with you and your staff on this matter. Please let us know if you have any further questions
regarding this issue.

Sincerely, (
Steven R. Ross

J. David Carlin

[ Senator Carl Levin, Ranking Minority Member,
Permanent Subcommittee on Investigations
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DALLAS
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SAN ANTONIO Www.akingump.com

WAZHINGTON, D.C.
WRITER'S DIRECT OrAL RUMBER 88 71 33
WATER'S Emmai 200REsS deadin@akingump.cam

March 22, 1999

VIA MESSENGER

The Honorable John Edwards
U.S. Senate .

825 Hart Senate Office Building
Washington, D.C. 20510

Re:  American Family Enterprises
Dear Senator Edwards:

Pursuant %o your request at the March 9" Permanent Subcommittee on Investigations
hearing on sweepstakes practices, our client, American Family Enterprises (AFE) has taken steps
to prevent Mr. Bobby Bagwell or anyone else residing at his address (

N.C. ) from receiving future sweepstakes solicitations from AFE. Specifically,
AFE has addad Mr. Bagwell’s name and address to a list that the Company maintains of
individuals who do not wish to receive any AFE mailings. However, if Mr. Bagwell should
move, we suggest that his daughter-in-law contact AFE and the Direct Marketing Association to
ensure that he does not receive any unwanted mailings at his new address. In addition, AFE has
directed its order fuifillment center not to process any future orders from Mr. Bagwell.

With respect to your request that we work with Mr. Bagwell’s family to settle his
account, our records indicate that Mr. Bagwell's daughter-in-law contacted one of our customer
service representatives last October and asked that we cancel all of Mr. Bagwell’s outstanding
orders and refund any monies received for unserved magazines. AFE honored this request and
sent a check to Mr. Bagwell totaling $172.00. In addition, based upon the information provided
by you at the hearing and reiterated in your letter, AFE Is prepared to refund the money Mr.
Bagwell sent to the Company for merchandise and magazines that he has already received if that
is consistent with his desires or the desires of his family. Our records indicate that this amount
totals $768.08 which reflects orders placed by Mr. Bagwell from 1992 through the fall of 1998.
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Mrs. Bagwell may contact Marci Nusbaum at 201-369-4697 to make the necessary arrangements
for the refund.

We hope that these actions are responsive to your requests. Please let us know if you
have any further questions or need additional information.

Sincerely,
Steven R. Ross
J. David Carlin

JDC/ttb
cc: Senator Susan Collins
" Senator Carl Levin
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RonaldI.Leshe
Prize Council
Asadsr's Digest Road

Plaaséntvilie, NY 10570
Februgry 18, 1998

Daar Mr. Bagwel:

There's good naws. Attachad youll find three Leiters of ;Rscommendetion that yirtually guarsntes
your chance to win our Customer Agpraciation Prize - now doubled in vaiua to §1,060,000.00 - and &
very spactal $25,000.00 Customer-Only Prize.

These Letters have been creatsd to demonstrats how people from differsnt departments throughout
Reader's Digest guarantea outsianding customars itke you access to our newsst products gnd a
chanee tc win our tergest cash prizes. o

You've also bean rotommended 10 recaive our best cusiemer benefits. You've eamed thase baneilis
and thats why 've enciosed an oppartunity for yodl t:awn & premier edition of our newaest

. Story of America, (Ses tha snclos brocrure for a stunning areview.)

g

'm sending these personaiized Letiers to you today fo S0 as Your sntry, 3o that you can accept
your chanes to win over One Miiflon Dollars cash! Simpiy Initial eack: Lstter. of Recommendation
in the lower right hand corner, in the space Indiceted, 1oxt to my Inltisle. Enter to win both
prizes gnd recelve your praimier edition of STORY OF AMERICA by returning uil three Letters
to the Prize Judge In the YES envelope ghgoluteiy poiater than March 26, 1988. (Yo have only
the chance o win both prizes, return afl three Letters to the Judge In the NG envelope
abuoiutely no iater than March 28, 1988,)

Above all, Mr. Bagwell,  recommend that you aet last to secure v nce to be sur next

winner! ) .
St rmmly.
Ronald J. Leslie
Prize Councit
oo “r B ©
7.8, Koep the envelope thase Latters came in - it has my hafte and number on {t. Contact ma ¥ yous

win 80 you cah meet the people who signed the Lettws whleh nwamee your chance to win over
ONE MILLION DOLLARS! . “ v

Rmder's mgat Road
Preasantville, NY 10570
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Time Inc

r[ime InC. Time & Life Building

Reckefeller Center
New York, NY 10020-1393

212-522-4738

Elizabeth Valk Long riad 212.522-0349 Fax
Executive Vice President T it 2y @ime-inc.com
Senate Permansnt Subcommitiee
on Investigations

April 7, 1999 28 oy

By Hand Delivery

The Honorable John Edwards

229 Dirksen Senate Office Building
United States Senate

Washington, D.C. 20510-3305

Re:  Bobby Bagwell

Dear Senator Edwards:

I write in response to your inquiry at the March 9 hearing by the Permanent Subcommittee
on Investigations on sweepstakes, and your follow-up letter of the same date, concerning
your constituent, Bobby Bagwell. We share your concern about Mr. Bagwell, and regret
the problems his orders have caused for him and his family. We have taken steps not only
to rectify his situation, but to ensure as much as possible that there will be no further
situations like his.

We have reviewed records from across our company and found that he had purchased a
highly unusual number of magazines and book series. However, I can assure you that all
his orders were canceled and refunds made where appropriate, virtually all during 1998. In
addition, his file has been marked so he will not receive any further promotions from Time
Inc. entities, and his name will not be rented to any other organizations.

As 1 explained at the hearing, Time Inc. is a highly decentralized company for a variety of
business reasons that have nothing to do with sweepstakes. This makes it complicated to
search across the records of our 32 magazines and our books businesses for orders and
other information pertaining to a particular customer. Nonetheless, as we committed to do
at the hearing, we are engaged in setting up, at rather significant expense, the systems that
will enable us to conduct those searches swiftly, to give us early warning if someone is
making a highly unusual number of orders, to accept no further orders when that is
appropriate, and to promote no further products to that person.

A Time Waraer Compony
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More importantly, as the case of Mr. Bagwell illustrates, even without these systems, we
are prepared to make the extra effort when appropriate. In Mr. Bagwell’s case, we received
a credible complaint last Fall, so we conducted a search to find his records. We then
proceeded to cancel outstanding orders and send refunds. Mr. Bagwell's case is not the
only one. Time Inc. cares about its customers and has responded similarly to other rare
situations like that of Mr. Bagwell.

Following is a list of Mr. Bagwell's orders and their disposition. Refunds were sent for any
unexpired, but previously paid, subscriptions or book orders. Cancellations alone with no
refund notation mean that at the time of cancellation that portion of the subscription or
book order had yet to be paid or, in a few cases, that the subscription had ended.

Time Inc. Magazines

Under the name Bobby Bagwell

Time canceled 10/13/98, refunded $52.47 for his own subscription and $49.96 for a gift.
Sports Illustrated canceled 10/13/98, refunded $78.

People canceled 12/15/98.

Entertainment Weekly canceled 10/13/98, refunded $30.69.

Life canceled 10/13/98, refunded $32.26.

Money canceled 10/13/98, refunded $53.96.

Retire with Money canceled 4/15/98.

Southern Living canceled 11/6/98

Sports Illustrated for Kids canceled 6/17/98.

Weight Watchers: mailed April 99 issue, last in subscription.

Time Inc. Home Entertainment

Under the name Bobby Bagwell

Time Books canceled 10/26/98.

Money Books canceled 10/26/98.

People Books canceled 11/4/98.

Sports Illustrated Swimsuit Diary canceled 9/23/98.
Sports Illustrated Books canceled 10/26/98.

Sports Hlustrated Football canceled 10/26/98.

Sports Ilustrated Sports Almanac canceled 10/26/98.
Life Books canceled 10/26/98.

World Almanac canceled 10/26/98.
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Time Inc. Home Entertainment single book canceled 12/18/98.
Entertainment Weekly Books canceled 10/26/98.

Time Inc. Home Entertainment canceled 6/10/98.

Fortune Books canceled 12/11/98.

Good Housekeeping Books canceled 10/26/98.

Under the name Bobby Bogwell:

Sports Illustrated Books canceled 11/17/98

Under the name Bobby Ragwell:

People Books canceled 10/26/98
Time Inc. Home Entertainment single book canceled 11/11/98

Time-Life Books (All accounts have been canceled):

Fats Domino (one-shot) — ordered 4/98; paid, not returned.

Classic Country — ordered five items; all have been returned; canceled 10/17; refunded
$20.98 in Nov. 98.

Heart of Rock and Roll — ordered one item; was returned unpaid.

Hit Parade — ordered three items; returned two; paid two; owe one refund which is being
sent. Refund of $17.98 already sent on 3/18/99.

Great Composers — ordered one; returned unpaid.

Contemporary Country — five items ordered; two returned; three paid.

Guitar Rock — one item ordered; returned.
A refund of $98.88 was sent in November for items returned from Great Composers,
Contemporary Country and Guitar Rock.

Senator, as you can see, Time Inc. not only is, but has been, prepared to respond
responsibly to complaints where there is a problem. As we indicated, we are working hard
to design and implement systems, internally and industry-wide, that will catch such
problems as they develop, and not solely in reaction to complaints. We also look forward
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to working with you, Chairwoman Collins and the rest of the Subcommittee on legislation
that responds to the problem areas.

Please let me know if we can be of any further assistance.

Sincerely,
7,
Elizabeth Valk Long % "

Cc: Chairwoman Susan Collins
Members of the Subcommittee on Permanent Investigations
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MEMBERSHIP LIAISONS

A

FROM: KIRK E. WALDER, Investigator (\/\/
EMMETT MATTES, Postal Service Detailee
Permanent Subcommittee on Investigations

VIA: TIMOTHY J. SHEA
Chief Counsel and Staff Director
Permanent Subcommittee on Investigations

RE: BACKGROUND: March 8" and 9* Hearing
DECEPTIVE MAILINGS: SWEEPSTAKES COMPANIES
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L OVERVIEW

Sweepstakes and other promotions continue to be used to defraud and deceive consumers.
Major sweepstakes firms each send out hundreds of millions of mailings every year, causing a
significant number of individuals to make excessive purchases.! The Federal Trade Commission’s
Bureau of Consumer Affairs has warned that “consumers are conned out of millions of dollars each
year by direct mail scams.™ A recent consumer survey completed for the General Accounting Office
showed that 55 percent of people surveyed say they have received a mailing they considered
misleading or deceptive in the past six months.> Deceptive mailings are used in a wide variety of
ways, including ostensible sweepstakes, skill contests, solicitations, and sales of goods or services
by mail.

The direct marketing industry has used sweepstakes mailings for over 30 years as a method
to promote the sale of their products. Companies use sweepstakes® to sell magazines and other
merchandise, while other groups use sweepstakes mailings to raise funds or promote services.

The Magazine Publishers of America estimate that Americans annually spend $7 billion on
magazine subscriptions, and 12% of those sales come from sweepstakes promotions.® This results
in revenues from magazine sales of hundreds of millions per year for all sweepstakes companies.
Sweepstakes mailings account for nearly a third of all 156 million pew subscriptions sold each year.
Fifty million people subscribe to magazines through Publishers Clearing House and American
Family Publishers, with individual magazine publishers selling an additional 11 million
subscriptions through their own sweepstakes.

! In August of 1998, American Family Publishers settled a lawsuit with New York by agreeing to give 12,600
consumers a $60 rebate for purchases they made in response to sweepstakes mailings. These 12,600 New York
consumers each purchased at least 6 magazine subscriptions in one year (November 1996-November 1997) and also
purchased a magazine in response to the December 1996/January 1997 mailing that prompted the lawsuit.

2 Jodie Bemstein, Director of the FTC’s Bureau of Consumer Protection at an October 1, 1998 press
conference to announce “Operation Mailbox,” a continuing effort to reduce mail fraud.

3 GAO will include this data in a report they are preparing for PSI.

* The industry definition of a sweepstakes is “An advertising or promotional device by which items of value
(prizes) are awarded to participating consumers by chance, with no purchase or ‘entry fee’ required in order to win.”

s Springfield, Illinois State Journal-Register, December 6, 1998.

© Dan Capell, editor of The Capell Circulation Report, Media and the Law, February 13, 1998.
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Trade publications indicate that sales by some leading sweepstakes companies have dropped
inrecent years.” Some claim this is because of increased competition with lotteries and other forms
of legalized gambling, because of direct mail clutter, and/or the recent adverse publicity.

1I. HISTORY AND PRACTICES USED B C SWEEPSTAKES

Reader’s Digest began using sweepstakes mailings in 1963 as a means of promoting
magazine sales. An estimated 300 companies now use sweepstakes® and the major sweepstakes
companies send billions of sweepstakes mailings every year.

Sweepstakes mailings offer large cash and merchandise prizes as a way of attracting attention
to the products offered. A sweepstakes consultant and former employee of Publishers Clearing
House, Henry Cowen, said sweepstakes are used because “offering prizes tends to get people to open
the mail.” When Cowen began designing sweepstakes in the late 1960's he tried to give away many
very small prizes, but that didn’t get much response. “I tried $1,000, and the response was quite a
bit better. T went to $5,000, and it was better yet.” Every year the prizes got bigger, but the size of
the prize was not a financial burden to the company, as Cowen stated, “by then, the company was
making so much money it didn’t make any difference.”™ Publishers Clearing House now offers a
grand prize of $31 million."

Most of the major sweepstakes companies promote the purchase of magazines and other
products'? via mass and targeted mailings. Magazine publishers contract with companies such as
Publishers Clearing House (PCH) and American Family Publishers (AFP) to attract initial
subscribers, with the sweepstakes companies usually retaining as much as 90% of the subscription
price. The sweepstakes companies profit from the initial magazine subscription, and in some cases,

7 PCH and AFP sales may have dropped by 30% in the last four years, with profits reported to be flat. Wall
Street Journal, February 18, 1998.

L Petersburg Times, December 25, 1997.
® Ibid.
1% Ibid.

" Grand prizes are usually paid in installments. The PCH $31 million prize will be paid $1.55 million the first
year, $775 thousand a year for the next 28 years, and a payment of $7.75 million in the 30® year. Such back ended
installment payments greatly decrease the cost of the sweepstakes prizes.

12 While the two leading sweepstakes firms began by selling only magazines, they now sell a variety of
merchandise, including coins, dolls and collectable items. Sweepstakes companies may use sweepstakes promotions
for magazines to “qualify” people. Those who purchase magazines are then sent more sweepstakes mailings, with offers
for more expensive products. The merchandise may be more profitable, and those initially identified as purchasers in
response to a sweepstakes mailing are probably more likely to purchase any product when promoted by a sweepstakes
mailing.
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future merchandise sales. The magazine publishers benefit by allowing someone else to bear the
cost of attracting initial subscribers, build their subscriber base (important for advertising rates), and
have the opportunity to convert the initial subscription into a more profitable renewal."

In the last 20 years sweepstakes companies have greatly increased their grand prizes and the
sophistication of their marketing. They conduct a variety of contests every year, many offering a
multi-million dollar prize. Companies use many traditional direct marketing principles, such as
targeting consumers according to recency, frequency and monetary value or dollar amount of the
purchases."

The major sweepstakes companies compete with each other for exclusive contracts with
certain magazines and have copied each other’s direct mail copy in the past.” Sweepstakes
companies are constantly testing their appeals, and have generally concluded that consumers make
purchases in response to mailings with large prizes, “involvement devices” such as stickers and
stamps, and certain types of personalized appeals. As withmany direct mail companies, sweepstakes
firms send out a large number of mailings to the general public, then targeted mailings to specialized
lists or repeat customers.

The sophistication of the direct mail industry allows sweepstakes companies to use a variety
of techniques in mailings, both those sent to the general public and to target lists. Mass mailings can
be personalized in several places in a letter, and can feature symbols, devices, or documents that
make them look unique. In general, the goal of such mass mailings is to make them appear to not
be “junk” mail, enticing the consumer to open them, and then to be personalized and offer a message
that convinces the consumer to make a purchase.

Those on a target list can be sent even more sophisticated mailings, telling them when they
became a customer, how many purchases they have made recently, and when they last entered a
contest without making a purchase. Such mailings reinforce the concept that customer purchases
are linked with receiving sweepstakes mailings, and therefore with winning a prize. The implication,
sometimes made by a direct statement, is that if you don’t make a purchase you may not receive
future sweepstakes mailings and won’t be able to win a prize.

13 publishers know that subscribers coming from PCH and AFP are “sweeps sold” and then often target these
individuals with sweepstakes mailings of their own, resulting in consumers who receive sweepstakes mailings from
many different companies.

' The terms “RFM” or “RFD” (recency, frequency, and monetary value or dollar amount) are used to designate
a formula that companies use to determine their mail programs. They decide what types of packages to mail, and with
what frequency, based on the recency of a customer’s purchase, how frequent the customer has purchased in the past,
and at what dollar level the customer’s purchases have been. Thus customers purchasing every few weeks at a high
dollar amount will be targeted with an increasing volume of direct mail.

> In 1994 a Publishers Clearing House mailing informed all recipients that they were “finalists” for the
sweepstakes jackpot. American Family Publishers followed suit, with Caughman saying, “We said if they are doing
it, we better do it.” Houston Chronicle, February 22, 1998.
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Sophisticated marketing techniques have changed both the promotion of the sweepstakes and
targeting of individuals in an effort to increase product sales. Such techniques may be causing
increased consumer confusion, bordering on fraud, as companies promote the need for speedy action
(although the contest deadlines may be months or years away), that an individual may be “one of two
finalists”, and/or imply that the purchase of magazines will increase the chances of winning the
sweepstakes.'®

Sweepstakes companies have refined their tactics to increase magazine sales or other
purchases, often indicating in the text of the promotional mailing that the individual will become
eligible for more prizes if they make a purchase or will not recejve further mailings if they do not
place an order. According to Larry Stone, a former senior executive at Publishers Clearing House
and Reader’s Digest, a sweepstakes mailing for magazine subscriptions is four to five times more
likely to generate an order than a mailing without a prize or contest.

The tactics used in sweepstakes mailings have cause a large number of consumer complaints.
Consumers contact a variety of sources, including state Attorneys General, the Federal Trade
Commission, the United States Postal Service, and consumer groups. A listing of some of the
complaints received or investigated by the Permanent Subcommittee on Investigations is included
in Appendix 1.

Views of the Major Sweepstakes Companies

Companies using sweepstakes mailings say they view sweepstakes as a fun way to attract
customers. They consider them a marketing device, similar to a sale that advertises 20% off. They
believe that most consumers understand the sweepstakes, just as most consumers understand that
a20% off sale might mean the product is selling for 20% off the retail price, not a lower price. They
point out that most people who enter their sweepstakes do not make a purchase, and that a majority
of their winners did not purchase in their winning response. Companies using sweepstakes promote
the legitimacy of their sweepstakes by claiming that they have awarded hundreds of millions of
dollars in prizes since they began conducting sweepstakes.

In response to the argument that some customers make excessive purchases, companies note
that the great majority of their customers order only occasionally and in quite small amounts. They
claim that many people like their products, and order them as gifts for friends and relatives. Some
companies point out the wide variety of products they offer, with one indicating it offers over 300
magazines and 3,000 other products.

16 Susan Caughman, then senior vice president and head of Time Inc.’s consumer marketing division and now
chief executive of American Family Enterprises (the parent company of American Family Publishers) has said, “Direct
marketing is an impulse business. It's about making something so interesting that people feel they need it, and getting
them to do something now.” “Direct Hit--At Time Inc. Consumer Marketing, It’s Not Junk Mail Anymore,” Time
website, August 1995.
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In the past year, a number of the major sweepstakes companies have taken action in response
to the charges that they send deceptive mailings, entice customers to make purchases of items they
do not need or want, target frequent customers, and have a large number of customers who make a
significant amount of unneeded purchases.

Sweepstakes companies are working with industry trade associations to encourage the use
of non-promotional or no purchase necessary letters to ensure that their customers understand that
it is not necessary to purchase in order to enter or win their sweepstakes.

For example, Publishers Clearing House indicated that they have, “for some time regularly
written to its most active customers with a non-promotional letter reminding that they never have
to order to enter or win or even to hear from us on a regular basis. The most recent version of this
letter was sent to over 125,000 customers ...”""7 PCH’s Director of Consumer Affairs stated that “The
most recent version of the letter was sent to roughly 125,000 customers in February 1998. With very
few exceptions, customers receiving this latest version of the “no purchase necessary” letter were
selected solely on the basis of order activity of $1,000 or more in the year 1997.”'®

In addition to sending a non-promotional letter, Publishers Clearing House also maintains
a “Sweepstakes Assistance Line” for family members with a “loved one who may be responding
inappropriately to the promotions they are receiving.” Other companies also attempt to directly
contact customers making a large number of purchases, either by mail or phone, to make certain their
customers understand the nature of their sweepstakes promotions. Such action is designed to
identify and remove from their list of purchasers any individuals who do not understand the nature
of their sweepstakes, and as a result are making a large number of unneeded purchases.

Sweepstakes companies note that their promotions or names are sometimes copied by
unscrupulous individuals in a attempt to profit from the mass marketing the major sweepstakes have
conducted. Sweepstakes companies take strong efforts, and work with law enforcement and federal
agencies to protect consumers from such scams.

17 “Publishers Clearing House Consumer Assistance and Consumer Education Programs”, page 2.

18 February 5, 1999 letter from Christopher Irving, Director of Consumer Affairs to PSI Investigator Kirk
Walder.
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PSI sent information requests to four of the major sweepstakes companies. The questions
asked about the volume and nature of their sweepstakes mailings, and requested information on
frequency of mailings, purchases, and billing questions.

a. American Family Publishers

American Family Publishers (AFP) was formed in 1975 by several interests and is currently
50% owned by Time-Warner and the Pritzker family. American Family Publisher recently awarded
their $11million prize to an individual in Maine. AFP is popularly known by their celebrity
spokespersons, Dick Clark and Ed McMahon.

AFP has been the subject of controversy after sending a mailing at the end of 1997 and early
in 1998 with a large headline saying “Its Down to a 2 Person Race for $11,000,000 -- You and One
Other Person Were Issued the Winning Number -- Whoever Returns it First Wins it All.” This
mailing caused a number of people to fly to Florida, thinking they were a winner and attempting to
be the first to return their entry. The mailing also required consumers to use different envelopes if
they were ordering products or not ordering. Those with orders were addressed to the contest
headquarters in Florida, while those without orders were addressed to Waycross, Georgia. Many
consumers thus believed that placing an order would give them an advantage in having their entry
received more quickly.

Attorneys General from a number of states investigated this mailing and other practices of
AFP, resulting in a multi-state settlement between AFP and 32 states and the District of Columbia.
AFP agreed to pay $1.25 million and agreed to set guidelines for using the term “winner.” They
announced plans to prominently display in its mailings that no purchase is required to enter the
sweepstakes and that all entries have an equal chance of winning. AFP has taken those steps, and
also includes in every mailing their American Family Promise.!” Other lawsuits have been filed
against AFP, with New York settling for $800,000 including $60 rebates to 12,600 consumers who
had purchased at least 7 magazines from AFP in a one year period. AFP is currently the subject of
lawsuits by Connecticut, Florida, Indiana, West Virginia, and South Carolina, as well as a number
of class action lawsuits on behalf of various consumers.

b. Publishers Clearing House

Publishers Clearing House (PCH) was founded in 1953 by the Mertz family in Port
Washington, New York. The founders are now deceased, and the business is run as a partnership
by various trusts. Company materials claim that nearly 50% of the profits go directly to charitable

19 The American Family Promise says that they guarantee the following: our magazine prices are always equal
to the lowest prices available to the general public; all sweepstakes prizes are always awarded; no purchase is ever
required to enter; all entries have an equal chance to win; subscriptions can be canceled at any time, money will be
refunded for any unserved issues; and products can be returned for refund if unsatisfactory for any reason.



262

-8-

causes like the arts and the environment. Harold Mertz founded the company believing he could
promote low prices for a variety of magazines in one mailing. They began using sweepstakes in
1967, with small monetary prizes, but currently sell a variety of merchandise and conduct a
sweepstakes with a $31 million prize. This company is popularly know by their “Prize Patrol”
which awards their grand prize on Super Bowl Sunday.

Publishers Clearing House has encountered controversy with their sweepstakes promotions
in the past. In 1994 they paid a total of $490,000 in fines to settle with Attorneys General in 14
states and agreed to stop a number of practices. Among others, they agreed to stop using the word
“finalist” if an individual was not part of a select group that actually was selected to be in a final
round of a contest.

Attorneys General in a number of states are currently investigating the practices of several
of the major sweepstakes firms, and Indiana and Wisconsin filed suit against PCH in the last month.
One Assistant Attorney General was quoted as saying, “... this round of investigations (is)
considerably more militant. The consensus that is developing among the states is that sweepstakes
operators will push to the limit of the law and beyond.”'

c. Time-Warner

Time-Wamer uses sweepstakes to promote many magazines and other Time products. The
Time family includes approximately 30 magazines (People, Life, Money, Fortune, Sports llustrated,
Entertainment Weekly ...) and products including Time-Life books. Most magazines use the same
sweepstakes, called Guaranteed and Bonded” (G&B). Many of the Time Inc. magazines are
initially sold through sweepstakes offered by American Family Publishers or Publishers Clearing
House. Time then seeks to obtain renewals, often using its own Guaranteed and Bonded
sweepstakes.

Time-Warner is also a 50% owner of American Family Publishers, and runs a customer
service facility in Tampa, Florida, which employs about 1500 people. They process the entries and
orders for the G&B sweepstakes. American Family Publishers also uses this customer service
facility.

Time Consumer Marketing coordinates the overall sweepstakes promotions done by each
magazine, but each individual magazine runs its own promotions and offers different versions of the
G&B sweepstakes. Each entry, however, goes into the same overall sweepstakes. Thus, a person
subscribing to Time, People, and Money from a G&B sweepstakes offer would be entered three

» Pamphlet entitled “Questions and Answers about the Publishers Clearing House Sweepstakes.”
u Madison, Wisconsin, Capital Times, September 12, 1998

%2 The Guaranteed and Bonded name came from the fact that states such as Florida and New York require
sweepstakes to post a bond and provide other assurances that the prizes will be actually awarded.
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times in the same sweepstakes. Accordingly, individuals may get the impression that they are
entering several different sweepstakes, each allowing them to win the grand prize, but in reality they
are entering the same one several times.

d. Reader’s Digest

Reader’s Digest Association Inc. (RDA), is the oldest of the sweepstakes operators, having
conducted sweepstakes since 1963. RDA operates out of Pleasantville NY, and offers sweepstakes
worldwide. Approximately 90% of their promotions mail contain a sweepstakes, and in addition to
sweepstakes, RDA also offers skill contests in their mailings. RDA markets a variety of products
including its namesake monthly magazine, books, videos and music.

e. Other Sweepstakes Companijes

A wide variety of other companies send sweepstakes mailings. Michigan Bulb sent a large
number of sweepstakes mailings in 1998, and PSI received a significant number of complaints about
this company as well as United States Purchasing Exchange. Sweepstakes are also offered by
individual magazines, such as Consumer Reports, and by non-profit groups such as the Disabled
American Veterans.

IV.  GOVERNMENT LOOK-ALIKE MAILINGS C8 CHECKS, AND OTHER
DECEPTIVE MAILINGS

Mailings that appear to be from the U.S. Government or use government symbols continue
to draw complaints from consumers. While legislation was enacted in 19907 to curb some types of
deceptive mailings, it has had limited effect. Government look-alike mail often is in a brown
envelope, may have certain notices that refer to the U.S. Government or a return address with a
government sounding name, and sometimes contains documents that appear to be checks. As with
sweepstakes, these techniques are designed to get people to open the envelope and to make them
believe they may be eligible to receive something of significant vatue.

B Deceptive Mailings Prevention Act (PL 101-524). This Act required disclosure on the outside of mailings
containing government symbols that “THIS IS NOT A GOVERNMENT DOCUMENT”, and strengthened statutes on
nonmailable materials and mail containing false representations (U.S.C.A., Title 39, §3001 and 3005).
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V. TECHNIQUES USED IN DECEPTIVE MAILINGS

Deceptive mailings can take many forms and use a variety of techniques. Such practices

include:

11.

Misleading promotions suggesting that an individual has won a major
sweepstakes, but will only receive the prize if a product is purchased;

Using a deceptively named company, envelopes and/or symbols and statements
that give the impression that the mail is official government correspondence;

Misleading promotions suggesting that purchase of a product is necessary for, or
will increase the chances of winning in, future sweepstakes contests;

Deliberately confusing promotional copy and official rules that include
inconsistences causing individuals to make unnecessary purchases in the hope of
winning a prize;

Sending multiple sweepstakes promotions with different copy but each
promoting the same overall sweepstakes contest;

Targeting individuals making purchases with repeated subsequent mailings,
enticing individuals to make excessive and unneeded additional purchases®;

Overly aggressive billing resulting in excessive consumer payments without
proper disclosure or the opportunity for refunds from the billing company;

Requests for payments, often described as a processing or handling fee, for
deceptively described products or prizes with an inflated value;

Misleading statements seeming to guarantee the award of a large cash prize, and
requesting purchase of a product, when most individuals actually receive an
insignificant cash award (e.g., $.50 or $1.00%);

. Offering the sale of information deceptively described as coming from the federal

government or concerning government benefits; and

Sending facsimile checks enticing individuals to respond to marketing appeals.

%A January 1998 story in Consumer Reports indicated that after a staff member entered the Reader’s Digest

sweepstakes, she received 20 more envelopes from the company in the next 6 months.

%5 Considering the fact that the consumer must spend $.33 to mail their reply, the small monetary prize received

by such “Guaranteed Winners” is so deminimus, that to consider the recipient a “winner” is farfetched.
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Companies use these techniques and others to persuade consumers to send money or make
unnecessary purchases. Some companies conduct legitimate sweepstakes or offer worthwhile
products, but still use deceptive mailings to generate excessive and unnecessary purchases. Other
companies engage in considerable fraud and deception, offering overvalued products or contests that
award minimal prizes. Some companies are totally fraudulent, sending consumers products or
information worth essentially nothing.

VI EXISTING LAWS

The Federal Trade Commission (FTC) and the United States Postal Inspection Service have
primary federal jurisdiction over sweepstakes fraud and government look-alike mailings. Attorneys
General in numerous states have taken action against American Family Publishers, and on March
17, 1998 a multistate settlement was reached requiring their mailings to be less deceptive. Other
Attorneys General have open investigations and several class action lawsuits have been filed against
American Family Publishers.

Sweepstakes are largely regulated by state law. At the federal level, regulation and
enforcement comes under the investigative jurisdiction of the Postal Inspection Service and the
Federal Trade Commission. Current federal laws do not specifically cover sweepstakes but address
them by forbidding lotteries, false representations and unfair trade practices. The following is a
general overview of the federal and state laws which cover sweepstakes.

Federal Laws

Sweepstakes are not specifically covered by the statutes enforced by the Postal Service under
chapter 30 of title 39. This chapter contains the civil provisions under which action could be taken.
Sweepstakes that obtain money through the mails by means of false representations are violations
of 39 U.S.C. 3005. This statute also forbids conducting a lottery, which although not expressly
stated, requires that all sweepstakes must have a free entry option. A lottery contains three elements
prize, chance and consideration. A free entry option excludes the consideration element, which
makes sweepstakes not a violation as the operation of a lottery. No statute or regulations enforced
by the Postal Service makes specific references to sweepstakes.

Criminal action can be taken against sweepstakes fraud under 18 U.S.C. 1341 (the federal
mail fraud statute). The two necessary elements for a violation of this section are (1) formation of
ascheme with intent to defraud, and (2) use of the mails in furtherance of that scheme. Although not
often, sweepstakes operators have been prosecuted under this statute. These investigations are
conducted by the Postal Inspection Service, acting against companies who run fraudulent
sweepstakes or sweepstakes that ask for money to be sent, which are then illegal lotteries.

The FTC may also take action against practices that are unfair or deceptive. The FTC has
several standards that they use to declare an action deceptive. There must be a representation,
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omission or practice that is likely to mislead the consumer. The FTC judges the practice from the
consumer acting reasonably in the circumstances.

State Laws

State statutes applicable to sweepstakes are found in many state codes. Twenty-seven states
have specific statutes which govern sweepstakes. Maine has no specific statue regulating
sweepstakes, but can use general deceptive practices statutes to act against fraudulent games or
promotions. State laws cover numerous facets of sweepstakes, including general disclosures, odds
of winning, number/value of prizes to be awarded, rules, winners list, pre-contest filing, simulated
checks, prize restrictions and the use of certain words.

States such as New York make it unlawful to represent that a person is a “winner” or has
been “selected” or words of similar import when all or a substantial number of those solicited receive
the same “prize” or “opportunity.” State laws which restrict the use of certain terms are aimed at
sweepstakes that lead the recipient to believe he or she is a member of a select group when everyone
who receives the sweepstakes are members of the same class of contestants.

VII. FEDERAL ENFORCEMENT ACTIVITIES
Currently there is no federal law that specifically covers sweepstakes. False representations
made in mailings are investigated by the U.S. Postal Inspection Service, and the Federal Trade

Commission has jurisdiction to investigate unfair or deceptive acts involving commerce.

U.S. Postal Inspection Service

Investigative efforts of the Postal Inspection Service in the area of sweepstakes have been
limited. In fiscal year 1998, the Inspection Service had 41 open cases in the sweepstakes category.
In fiscal year 1998, cases under the sweepstakes category resulted in 6 criminal convictions and 8
civil complaints were filed under 39 U.S.C. 3005, the statute covering false representations and
lotteries.

One case in particular illustrates the use of several investigative techniques. The company
sending the postcard offering information on how to receive $700 in government benefits ofien used
the name Cash Claims Service. In early 1997, solicitations for Cash Claim Service were mailed
requesting money be sent to two addresses in New York. A fictitious name order was issued under
39 U.S.C. 3003. This statute allows the Postal Service, upon evidence that a person is using a
fictitious name in order to carry on an activity in violation of sections 1302, 1341 and 1342 of Title
18, to withhold mail and require the party claiming the mail to furnish proof of claimant’s identity
and right to receive mail. A fraudulent operator using a fictitious name will often abandon the
scheme at this point, rather than come forward to be identified. This statute stops consumers from
being defrauded but only punishes the violator by forcing him to shut down the current scheme.
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Additional addresses for Cash Claim Service were identified in Washington D.C.,Mesa AZ.,
and Issaquah, WA. The promoter was subsequently identified as Borden J. Barrows. At the same
time, Mr. Barrows was identified as running other promotions under various names at numerous
locations. In November 1997, the Postal Service negotiated a consent agreement and issued a false
representation order under 39 U.S.C. 3005. So for the second time the fraud was stopped but no
penalties were levied upon Mr. Barrows. The current legislation would allow penalties to be levied
in conjunction with the False Representation Order. Under current law, no penalties are assessed
until a person evades an order issued under 39 U.S.C. 3005.

VIII. STATE ACTIONS

The states have a number of actions pending against a variety of deceptive mailers. The states
have taken the lead against the larger sweepstakes companies. Based on the actions of several states
an Assurance of Voluntary Compliance was entered into with American Family Publishers, in March
of 1998.

In August of 1998 the Attorney General of New York and American Family Publishers
entered into an Assurance of Discontinuance. This agreement in part required AFP, to pay to the
State of New York eight hundred thousand dollars to the state to be used as follows: seven hundred
fifty thousand dollars ($750,000), to be used as a consumer fund to be distributed by the Attorney
General at the Attorney General’s sole discretion; fifty thousand dollars ($50,000) to the State of
New York for costs of the investigation leading to the Assurance.

Most recently the states of Wisconsin and Indiana filed actions against Publishers Clearing
House. Inthe Wisconsin suit a number of misrepresentations are alleged including misrepresenting
directly or by implication; that consumers have won or will win a large cash prize, that consumers
will improve their chances of winning a prize by purchasing merchandise, and that consumers are
guaranteed winners of a valuable prize. The suit alleges, in part, that the “defendant specifically
targets elderly consumers and includes in its sweepstakes solicitations representations that are
designed to manipulate elderly consumers.” They also charge that PCH gives the impression that
the sweepstakes is endorsed, ratified or legalized by the State of Wisconsin and the United States
of America by using forms in the sweepstakes that reproduce or imitate forms issued by state and
federal governments, including but not limited to United States Postal Service packaging, Internal
Revenue Service forms 1099, and Wisconsin Department of Transportation vehicle registration tags.
The suit seeks to enjoin and restrain Publishers Clearing House from violations of the state statute
and seeks to recover pecuniary losses and disgorgement of profits as a result of their violations of
state statutes.
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IX. CONGRESSIONAL RESPONSES

Several measures have been introduced to curb deceptive mailings. They include:

S. 333, The Deceptive Mailings Prevention and Enforcement Improvement Act,
Introduced by Senators Collins, Cochran, Levin, Akaka, Durbin_Burns, Campbell, Edwards and
Stevens on 2/3/99

This legislation seeks to prevent fraud and deception by requiring companies to be more
honest with the American people when using sweepstakes and other promotional mailings. The
legislation would establish new standards for sweepstakes and or other prize promotion mailings,
including clear disclosures that no purchase is necessary to enter the contest, the value and odds of
winning each prize, the name of the promoter of the contest, and an understandable statement of the
rules.

In addition, the legislation would strengthen the laws against mailings that mimic the
government documents. Mailings could not use any language or device that gives the appearance
that the mailing is connected, approved, or endorsed by the federal government, or that implies that
the mailing is afforded any special protection by the federal government. Any mailing selling a
product the government provides for free would have to include a disclosure that the product is
available from the government at no cost. Mailings could not contain statements implying that
federal government benefits or services would be affected by any purchase, non-purchase, response,
or non-response to a mailing.

The bill also provides strong new financial penalties for sending mail that does not comply
with these and existing standards. Monetary civil penalties include fines ranging from $50,000 to
$2 million, depending on the number of mailings sent.

The bill makes federal law enforcement efforts more effective by giving the United States
Postal Inspection Service, additional tools to combat these practices. Administrative subpoenas for
records and documents needed during its investigations into fraudulent mailings would be authorized
in limited cases. Upon application to a district court, the Postal Inspection Service would be
authorized to detain mail nationwide, instead of in just one judicial district, when the mailings
violate the False Representations Statute. (Under current law the Postal Inspection Service must file
in each judicial district in which mail is received.) These provisions will assist the Postal Inspection
Service in taking immediate steps to stop mailings found to be deceptive.

The legislation would preserve the important role the states play in fighting this type of fraud
and deception. The bill would not preempt state or local laws protecting consumers from fraudulent
or deceptive mailings.
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8. 336, The Deceptive Games of Chance Mailings Elimination Act of 1999,
Introduced by Senators Levin, Durbin and Collins on 2/3/99

The bill adds new requirements to the deceptive mail statue that would declare as
nonmailable any solicitation or sweepstake promotion unless it: 1) conforms with postal regulations;
2) contains sufficiently large and noticeable notices that no purchases are necessary, a disclosure of
the chances of winning, and advises that purchases do not enhance the chances of winning; 3) is
clearly labeled as a game of chance and contains no misleading statements representing that
recipients are guaranteed winners; and 4) does not represent that the recipient is a member of a
selected group whose chances of winning are enhanced as a member of that group. It allows the
Postmaster General to use subpoenas for investigations into deceptive mailings and allows him to
ask the Attorney General to enforce subpoenas. The bill also allows the Postal Service to assess civil
penalties in lieu of or as part of an administrative order.

S. 301, The Deceptive Games of Chance Mailings Elimination Act of 1999,
Introduced by Senators Campbell and Collins_on 1/22/99

This legislation imposes new disclosure requirement to inform recipients that they are not
automatic winners and that no purchase is necessary. The disclaimer must be in conspicuous and
legible type. If the envelope contained language suggesting the person is a winner, then the
disclosure would also have to appear on the envelope. Facsimile checks would have to state that
they were not checks or negotiable instruments and had no cash value.

Civil penalties for deceptive mailings are set at up to $50,000 for each mailing of less than
50,000 pieces, $100,000 for mailings of 50,000 to 100,000 pieces, with an additional $10,000 for
each additional 10,000 pieces. The total fine could not exceed $2 million. Civil penalties would go
to the Postal Service to increase consumer awareness of deceptive mailings.

The companion bill bas introduced in the House of Representatives by Congressman
LoBiondo.

KW/EM:mdr
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CONSUMER COMPLAINTS

During the course of PSI’s investigation into deceptive mailings, Senator Collins was
contacted by a number of individuals from Maine and 11 states across the country. PSI staff
contacted additional people who were referred by Attorneys General or other groups. These
individuals cited a number of concerns about sweepstakes mailings with 33% mentioning
sweepstakes run by American Family Publishing, 24% mentioning Publishers Clearing House, 9.8%
mentioning Reader’s Digest, and 8.5% mentioning United States Purchasing Exchange.

The following are brief excerpts of comments made by some of these individuals who have
complained about deceptive mailings.

INDIVIDUALS INVOLVED WITH SWEEPSTAKES

NON MAINE RESIDENTS (83)

NAME COMMENTS

H. A. Spends $2000 a year on sweepstakes especially from

Lithia, FL American Family Publishing. She gets bills for magazines
she did not order and has attempted to cancel subscriptions
but “they won’t stop.”

R. A. His father has played sweepstakes for just 6

On Behalf of his Father months and has already spent $13,000. He receives

Hollywood, FL mailings from U.S. Purchasing Exchange and Canadian
“lottery” telemarketer have started calling him. While his
family is at the hospital visiting his sick wife, he stays
home and writes checks. His obsession began with Ed
McMahon and American Family Publishers.

T. B. Mailings from Publishers Clearing House and Harlequin

Butler, PA Lotto USA Headquarters.

“] was guaranteed to receive a cash award in June. In
very small print on another paper (it) said the award
may be $1.00. 1 didn’t get it. Then I was supposed to
get something in August. October I did get a little light.
... .Also got a bill for postage and handling. All their
free gifts have a bill with it.”
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F. B.
Crescent City, CA

Sent in 19 Sweepstakes Notices from American Family
Publishers, Readers Digest or Publishers Clearing House

H.B.
Port St. Lucie, FL

Spent $9000 ($6000 of it borrowed from

family members) on sweepstakes. He entered contests put
on by American Family Publishers and U. S. Purchasing
Exchange. He bought dozens of magazines, videotapes,
coins, etc. all because he thought the companies implied
that if you didn’t, you wouldn’t improve your odds of
winning.

0. B.
Converse, TX

Sent numerous mailings from Michigan Bulb Company
and the sweepstakes that they have sponsored. Also
mailings from The National Library of Poetry, Publishers
Clearing House, Reader’s Digest. Feels these companies
misrepresented to her that she had won.

R. and S. B. They received a March 98 American Family

Tampa, FL Publisher’s solicitation and believed they had won. They
consulted with a local attorney who failed to note the
disclaimer. They went to Time Customer Service and
were demeaned for not being able to understand the
disclaimer. They demanded to be removed from the AFP
list but continue to receive mailings.

F.and M. B. Their sister had squandered her savings,

On Behalf of their Sister including a $10,000 certificate of deposit to pay sweeps.

Milwaukee, WI She had subscribed to 35 magazines from American Family
Publishers which will last until 2005.

C.B. Has a disabled son in need of an operation she cannot

Richmond, VA afford. She was very happy when she received the “You

and One Other Person” American Family Publishers’ piece
in Dec 1997. By Feb. 1998, she realized she hadn’t won
and “was just sick when I found out it was all just a
game.”
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L.B.
Salem, VA

Flew to Tampa to collect his winnings from American
Family Publishers. He is hooked on sweepstakes and has
30 magazine subscriptions which he does not read. He has
spent $30,000 and now wishes all subscriptions would stop.
“If you don’t get into a certain group, you’re out of it.
The only way to get to a higher group is to spend lots of
money.”

E.C.
Spring Hill, FA

Received a free necklace from American Family Publishers
and an invoice for $24.31. She returned the necklace and is
now receiving dunning letters. Tried to stop mailings but
continues to receive them from AFP.

K. C.

On Behalf of her Grandfather
No Address

(S. B., daughter)

In 1995, her grandfather responded to an

American Family Publishers solicitation and purchased
magazines. He was then marketed by Publishers Clearing
House, Michigan Bulb and others. In 18 months, he spent
approximately $100,000. A collection agency garnished
his Social Security Check.

E.C. .
On Behalf of his Father
Clearwater, FL

His father plays sweepstakes. He spends

approximately $300 daily. E.C. called Publishers
Clearing House to clear it up and they only have records
for the past 18 months which accounted for $30,000.

0.C. Notices from Publishers Clearing House. Invested $100s
Ocala, FL in pursuit of her prizes.
T.H.C. Various mailings from Publishers Clearing House

Mountain View, CA

V.C.
On Behalf of her Mother
Tallahassee, FL

Her mother spends $400 a month on

sweepstakes. She believes it began with American
Family Publishing but now buys from Publishers Clearing
House, and U.S. Purchasing Exchange. She has tried to
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stop mailings to no avail. Mother has canceled doctor’s
appointments in order to be home to meet the Prize Patrol.
Causing much friction in family.

S.C.
Des Moines, [owa

She bought pots, pans, tapes, magazines and other
gadgets in order to win the big prize. Her nephew sold
300 boxes of “gifts” from her house at auction. She has
bought from American Family Publishers, Publishers
Clearing House, and U.S. Purchasing Exchange.

M. C.
Hallandale, FL.

She has been buying magazines for years because

she felt she had to in order to enter the sweepstakes.
American Family Publishers is now sending her books

she never ordered and she is upset with the overdue notices.
She’s particularly furious with Ed McMahon whom she
said she trusted and has now soured her on America. (She
was an immigrant from Austria.)

C.C.
New Smyrna Beach, FL

He called to complain about dunning letters from Publishers
Clearing House for merchandise he had already paid for.

He called and sent copies of canceled checks but continued
to receive notices. He was concerned about the impact on
his credit and the impact on his health. He called PCH
again and spoke to a customer service supervisor and was
unable to resolve anything and indicated they hung up on
him. He recently tried to make a purchase and was denied
credit.

J.C.
North Palm Beach, FL

J. C. died in December 1998 but his brother found his
apartment packed with magazines and merchandise from
American Family Publishers, Publisher Clearing House,
Reader’s Digest and U.S. Purchasing Exchange. It
appears J. C. spent over $20,000 over the past few years.

F.and V. D.
Alhambra, CA

Problems with American Family Publishers and Publisher’s
Clearing House. Paid $1752 over 4 year period.

She found the AFP mailings convincing

because of the involvement of Dick Clark and Ed
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McMahon and because they used the terms “winner or
finalist”. Cost of her purchases estimated at $800-

$1000 per year.

“Throughout the years, I have noticed that we were sent
two invoices for each new subscription Violet would
purchase; often the second would arrive within days of
the first. While I attempted to throw away the second
bill, Violet would frequently pay it before I could.”

.1 also found several canceled checks proving that
previous magazine orders had been double paid. 1
called American Family Publishers and learned that,
with each double payment we mistakenly sent, they
would extend out the subscription without notifying us.
On February 4, 1998, I sent copies of these checks along
with a letter demanding a refund for all such double
payments. Their response was yet another overdue
notice which threatened us with ‘further action against
your name.” On May 1, 1998, I received a card from
American Family Publishers waiving the $18.94 debt as
‘perhaps the mistake was ours’. Regarding my demand
for a refund of all double payments, as of this date we
have not received any refund.

Finally, perhaps as a result of this billing episode, my
wife has finally come to realize that she has been duped
by the sweepstakes solicitations for all of these years.
Although the financial drain is now halted, the loss to
her dignity is incalculable.”

B.D.
Coronado, CA

Sent in Publishers Clearing House award notice. Only
“award” was $300 credit toward merchandise

D.D. Received notice from Direct Marketing Enterprises, LTD.

Dundee, IL After making 2 or 3 purchases, she was notified she was
a first round winner. She returned her form with “No
Purchase” and received a 34 cent check as a prize.

L.D. Her husband died in August 98.

On Behalf of her Husband He spent $2500 in the last month of his life. She

Springhill, FL

was notified that her husband had won a prize (cash
and a car) after his death. She pleaded with American
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Family Publishers to transfer the prize to her name. They
agreed but asked her to remit a check for $3349 to cover
taxes and the selling of the car. She states the only reason
she fell for it is because “he (gentleman on phone)
sounded so much like Dick Clark” that she believed it
was legitimate.”

C.D.
On Behalf of his Mother
Inverness, FL

His mother is heavily involved in sweeps. He returned
22 boxes of merchandise to Publishers Clearing House.
Her total losses are $12,000 including several incidences
of double invoicing. United States Purchasing Exchange
was also cited.

C.E. He believed he was Nashville’s newest millionaire
Nashville, TN because Ed McMahon told him so.
“I can’t find any reason why that’s not the winning
number,” he said of his American Family Publishers
sweepstakes entry.
G.F. Her father received the American Family Publishers “You
On Behalf of her Father and One Other Person” solicitation and believed he had
Tennessee won. He was intent on beating the other person so he flew
to Atlanta and mailed his entry from there to get it to
Florida sooner. He was going to fly to Tampa until AFP
convinced him not to come. He bought several magazines.
K. F. His father suffers from Alzheimers and plays sweepstakes
On Behalf of her father He cannot remember day to day but believes he is
Cleveland, TN a Big Winner. He has squandered his estate. She believes
his problem started with American Family Publishers.
N.F. She indicates she was fraudulently led to believe
Durham, NC that she had won $10M in the 1995 Publishers Clearing

House sweepstakes. All she really got was “unethical,
unscrupulous and substantially injurious” treatment
from the agency. She believed that buying magazine
subscriptions would “help ensure” she won the prize.



276

APPENDIX I - PAGE 7

S.and E. F.
Texas

Problems with American Family Publishers and Reader’s
Digest. Purchased 255 products from Reader’s Digest to
increase chance of winning.

B.G.
On behalf of her mother
St. Petersburg, FL

Mother received Time’s Guaranteed and Bonded mailer
and believed she had won. She purchases magazines and
cries frequently after her daughter pointed out the “if” in
the claim. She called the Time Customer Service in
Tampa to complain and was laughed at.

F.G.
Lake Worth, FL.

He played sweepstakes for 12 years. He kept

this secret from his wife until he had a stroke in Dec 98.
The family discovered thousands of dollars missing and
mountains of merchandise in the closets and garage. He
lit up the house on Superbowl Sunday so the Prize Patrol
could find them easier.

C.G.
Manchester, NH

She has been buying from American Family

Publishing since 1991 and purchases a magazine with
every entry. “You have to buy to stay on their mailing
list, and you can’t win if they don’t mail you an entry.”

S.G.
On Behalf of her Mother
Winter Springs, FL

Her Mother spends a lot of money on sweepstakes and has
been doing so for 10 years. Her Mother waits for the

Prize Patrol to show up everyday.

Publishers Clearing House, Time, Little Shelter, Disabled
Vets, Cancer Society are a few of the mailings. There have
been at least 20 magazine subscriptions. Some were paid
for with bad checks and she is now receiving letters from
collection agencies for amounts as small as $3.45.

R.G. Receiving dun letters from Publishers Clearing House for

Tampa, FL a magazine she did not order. PCH refuses to acknowledge
the error.

J. G. She has been buying magazines she cannot read
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for 5 years. “if I didn’t buy they wouldn’t want me in
their contest.” When the winnings failed to appear, she
wrote and called American Family Publishers and was
advised to send in more solicitations and “use more stickers”
on her entries, presumably meaning purchase

order stamps.

L. G.
Sun City, Arizona

Info from previous hearings. Includes Lindenwold
Jewelers, Michigan Bulb, Readers Digest, United
Release Center, American Sweepstakes Publishers, CVP,
National Lotto Headquarters, Sweepstakes Headquarters,
Time, American Family Publishers, U.S. Purchasing
Exchange, and others.

E.H.
Brando, FL

He spends about $1000 per year mostly on video

cassettes in order to participate in the Publishers Clearing
House sweepstakes. “You know they just throw it out if
you don’t order.”

G. H.
Glen Burnie, MD

Started playing the sweepstakes for entertainment. The
mailings became urgent and security screened and now a
won nothing.

F. H.
Delray Beach, FL

Has been ordering magazines for years because “you have
to in order to win the prize . . if you use the ‘NO’
envelope they’ll just throw it out.” She has spent
$1000s over the years. Upon receiving the “You and One
Other Person” piece from American Family Publishers,
she tried to drive to Tampa to collect her prize but her
husband refused.

A.J.
Laurelton, NY

Sent in documentation from Publishers Clearing House.
Has purchased material from PCH, Reader’s Digest, and
United States Purchasing Exchange. Estimated to have
spent $10-20K in last 19 years

“Shortly after my husband died in January 1997,
Publishers Clearing House sent a promotional mailing
that indicated that I was definitely going to win. It was
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implied that I could look forward to a PCH
representative coming to my door with a check for me.
I was so certain that I was going to win, that I went
looking for a new home in Westchester County.
Needless to say, I found a house, believing that

the money was coming. I made a date to go to contract,
still thinking I would be able to put down more than
just the down payment. You cannot imagine how
stupid and foolish I felt when I found out there was no
one coming to give me a check. How embarrassed I was
to lose the opportunity to buy my dream house!

I could not tell anyone. It was hurtful enough to tell my
own daughter.

Yet, I still played their game.

I bought more and more items to try to recoup the
monies that I had lost. I obtained cash advances from
my credit cards to pay the bills for merchandise from
Publishers Clearing House. In the meantime, my
daughter is paying her bills and mine to salvage my
dignity. Pitifully, I was a Publishers Clearinghouse
Sweepstakes addict. I used all available funds at my
disposal.”

“I am finished with Publishers Clearing House and
Reader’s Digest. I am finished with all contests. I truly
wish I could recoup the monies that I squandered
foolishly in the hope that a real pay-off would come my
way. I would seek the $10,000-$20,000 that I lost.
However, that amount would not be enough since no
amount of green dollars could replace the indignity of it
all; the duplicity that was used to attract me. I once
prided myself on being a truly savvy individual.”

L.J.
Palm Beach, FL

He put a $6000 down payment on a new house,

packed up all his belongings and waited for his $11M
from American Family Publishers. It never arrived and
he was hospitalized with stress related pains. He lost
his house, the down payment and another $7000 that he
spent buying books, magazines, and cassettes. He also
buys from Reader’s Digest.

A recent Scandinavian emigre, she believed she won
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American Family Publishers and does not understand the
disclaimer. She accidentally ordered a magazine while
entering the sweeps and cannot understand why a refund
is not occurring.

J. L.
Tampa, FL

He has been buying 100s of magazines and books

for years. “I’m waiting for the prize patrol to show up
about 8 p.m. on Jan 31.” He has spent $5000 over the
past 2 years. He shivers at night with no money to fix his
oil heater, has little food in his pantry and no car. He has
been buying from Publisher’s Clearing House and
American Family Publishers. “They talk like I’'m
gonna win. They’ve sent me plenty of

opportunistic literature that says I will.”

M. and J. L.
Laguna Hills, CA

Sent mailings from Publishers Clearing House and Time.
Also has had problems with Reader’s Digest.

S.L. Notices from several Sweepstakes. Spent nearly $6000 --

On behalf of her father has boxes of phony jewelry, cameras, etc. Father receives

VA 10 magazines a month that he ordered to enhance his
chances of winning.

G. L. Problems with American Family Publishers, United States

Honolulu, HI

Purchasing Exchange, and Reader’s Digest. For years, he
bought magazines from AFP because he believed he needed
to order to participate in the contests. He receives about 10
magazines monthly including multiple subscriptions to the
same ones. He pays all invoices and does not track whether
he has already paid or not. After receiving “You and One
Other Person” solicitations and a “Letter of Instruction”
from AFP, he believed he had won the prize and attempted
to contact AFP. After repeated unsuccessful tries, he
arranged to fly to Tampa to collect his winnings. Once in
Tampa, he was told that all prizes had already been
awarded.
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R. L. Flew to Florida to claim American Family Publishers
Washington winnings.
“If you don’t order your entries get sent to Georgia.”
JM. Difficulty with United Purchasing Exchange, American
On Behalf of her father Family Publishing, and Reader’s Digest. AFP hardest to
New York deal with. Received refunds for purchases her father made
to help him win. ($15K for Purchasing Exchange; $5K
PCH and $3K from AFP)
A.M. Ms. Martini’s recently deceased father was heavily
On Behalf of her Father involved with sweepstakes.

Palm Harbor, FL

Her mother is now broke because all assets were
squandered on sweepstakes. He let his life insurance lapse
believing instead that he was a millionaire as Ed McMahon
proclaimed. He once flew to Tampa and demanded his
daughter take him to the Time Customer Service. The
home is filled with CD’s and videotapes. She is anguished
that her father’s life ended without dignity.

R.M.
On behalf of his Mother
Coral Gables, Florida

Publishers Clearing House and Reader’s Digest have
bombarded his mother to the point that

her psyche has been greatly affected as she waits
day after day for her prizes to arrive.

J.M. Has contact with an elderly cousin and a neighbor who
On behalf of Others have participated in sweepstakes. Some envelopes look
Sausalito, CA like government documents but are actually from
Publishers Clearing House.
“I am appalled by the methods subject companies
employ to deliberately mislead elderly people with
expectations of winning huge sums of money and other
‘prizes’.”
L. M. Has been playing sweepstakes for 35 years and never
Matthews, NC won anything.

He has played Publishers Clearing House, American
Family Publishers, Reader’s Digest and Food Lion
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Sweepstakes.
“Sometimes I miss a meal in order to play because I am
so close to a win they say.”

J. M.
On Behalf of her Father
Palm Springs, CA

Her father has paid about 32 different marketers to play
sweepstakes over the years. She obtained

Power of Attorney and sent letters to all 32 asking them
to cease and desist. Publishers Clearing House continued
to do so. Appears her father was double invoiced and
paid each one. The invoices do not indicate subscriptions
are prepaid for many years in advance.

D. M.
Far Rockaway, NY

Flew to Tampa to collect his winnings from American
Family Publishers. His pension is $250 a month and he
spent $200 a month on books and magazines from AFP.
The entire pile of mailings with “You Have Won $11M”

prompted him to go to Tampa.
J.M. Receives 5 or 6 entries each day and 3 or 4 phone calls
Dumont, NJ each week enticing him to order merchandise or donate
to an sponsoring charity. He thought he had won an
American Family Publishers sweepstakes in Feb 98. “If
you don’t buy it, they won’t put your name in.”
M.P. His father plays sweeps and spent $1000
On Behalf of his Father a month buying merchandise from the Las Vegas and

Jacksonville, FL

Canadian solicitors. The problem started with Publishers
Clearing House.

L.P.
Coral Gables, FL

Has purchased magazines since 1986 in order to
participate in sweepstakes. “You have to otherwise it
goes to Georgia, and they just throw it in the trash
there.”

A.P.
Opa Locka, FL.

Had been buying magazines since 1982 in order to collect
her winnings. Thought she had won a prize from
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Publishers Clearing House and planned a party but the
Prize Patrol did not show up. “They made me look like a
foolish old lady.”

R.R.
Tustin, CA

Letters written to Publishers Clearing House asking for
General in California. No direct letter to PSIL.

their prize. He has written to PCH and the Attorney
General of California.

B.R.
On Behalf of her parents
Willets, CA

Problems with American Family Publishers, Michigan
Bulb, Reader’s Digest, United Purchasing Exchange, and
Opportunities Unlimited. Mailings from Board of
Advisors, the American Mint, National Sweepstakes
Audit Center, International Monetary Funding, National
Cancer Center, Payout Claim Center, Paragon Worldwide
Fund, and North American Award Center.

“My parents are victims of the Sweeps cleverly
worded mailings which announce that they have won
large amounts of money, but it is all really a fraud.
Their experience has been tragic as they have lost so
much money. They talk as though their money is nearly
in the bank, and have even borrowed because, ‘our

winnings are being sent any day now’.”

G.R.
Okanogan, WA

Problems with American Family Publishers. Bought
magazines and other merchandise. Didn’t understand or
read the disclaimers.

G.R.
Seattle, WA

She is 80 years old and never played the

sweepstakes until the American Family Publishers 1997
campaign with Ed McMahon and Dick Clark. She looked
but didn’t see any if’s, and’s or but’s. She ordered
magazines and couldn’t sleep because she was excited
about winning. She postponed surgery in anticipation of
the arrival of McMahon and Clark with her $10 M.

J.S.
Brooksville, FL

Mailings from Quickbucks Winners Sweepstakes, RSI
Sweepstakes and Prizes, Mellon, Astor, and Fairweather,
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NABA, Sweepstakes Administrators, Prize Presentation
Committee, Legacy Awards, Cashorama, American
Sweepstakes Publishers, Easter Seals, and Enwood,
Pressman, and Ingram.

“I was a sucker like many SENIOR CITIZENS in our
country.”

M.S. She spent approximately $3000 on magazines,

Ft. Myers, FL primarily from Publishers Clearing House. She received
a call from PCH that she was a $10M winner and asked
how many places she wanted set for her Winners Banquet.
She invited her neighbors to a party that didn’t happen.
“They made me look foolish.”

S.S. Her mother has been involved with sweeps since 1991.

On Behalf of her Mother Her mother gets an emotional high from the solicitation and

Grand Cayman then becomes depressed when the check never arrives.

H.S. She has played American Family Publishers. Subscribed

Paramus, NJ to 20 magazines in hopes of winning $11M.

B.S. Trailer was full of magazines primarily Time and Life.

Tampa, FL She received Time’s Guaranteed and Bonded
solicitation and believed she had won $10M. Sheriff’s
Deputy tried to point out the disclaimers but she was not
receptive.

E.T. He sold his house and spent approximately

Washington $70,000 in sweepstakes. He
was involved with Reader’s Digest and his daughter called
to have the mailings stopped but they continued.

R.T. His mother wrote checks for $1821 during

On Behalf of his Mother 1997 to enter contests put on by Publishers Clearing House,

Montgomery, AL

Lindenwold Fine Jewelers, National Publishers
Sweepstakes, Opportunities Unlimited Publishers, Cash
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Masters Prizes, J.T. White Sweepstakes, Guaranteed and
Bonded, North American Award Center and Cash Bonus
Prizes. Her total winnings were $1.00. She believed for
18 months that she won every sweepstakes promoted by
Publishers Clearing House.

“Clearly our senior citizens are preyed upon by these
organizations in the misleading and deceptive
correspondence being sent to them.”

B.and C.T.
On Behalf of their Father
Anchorage, AK

Father spends thousands of dollars annually and cannot
be convinced that he hasn’t won anything. It began with
American Family Publishing but is now all types of scams.

A T.
Ft. Myers, FL

She ordered $300 worth of magazines from

American Family Publishers in order to collect the $11M
prize. She received multiple solicitations and cannot pay
the invoices. She has called AFP to cancel but they keep
sending her invoices. United States Purchasing Exchange
and Michigan Bulb are now sending solicitations.

B. V.
On Behalf of her Father
Tustin, CA

Problems with many companies. Father had 4 large boxes
of correspondence from over 30 companies. He spent
between $7500-8000 in 3 months or so writing over 500
checks. B.V. has written to all companies

requesting refunds and for her father’s name to be removed
from the mailing lists.

“From the information he was sent he thought he was
about to win thousands of dollars and in some cases the
letters indicated he had actually won until the fine print
was studied. He thought these winnings would repay
the money he was borrowing.”

M. W,
On Behalf of A. and
C.W.

She described a couple who lost their savings, possessions,
and home to sweepstakes. They were evicted and are now
living under a bridge.

C.W.
On Behalf of her Parents

Both parents suffer from some degree of Alzheimers and
play sweeps. Their home is crowded with piles of
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magazines they are unable to read. C. W. spends
hours weekly trying to cancel their orders. They have
5 subscriptions to Time. They are now being solicited
by U.S. Purchasing Exchange and others.

M. W.
Baltimore, MD

Received the “You and One Other Person Have Won”
solicitation from American Family Publishers. She
believed she had won and could move her daughters to a
safer neighborhood. She borrowed $1500 to buy a plane
ticket to Tampa to be sure to be the first to arrive. When
she arrived at Time Customer Service, she was told to
wait and then the manager tried to take the entry away
from her. She was ridiculed and told to leave.

C.W.
Nashville, TN

Problems with American Family Publishers. Thought she
won $50K or $11M and got neither.

S.W.
Dickeyville, WI

Problems with Publishers Clearing House

Her father, returned 20 boxes of merchandise

that she had bought. PCH denies receiving them

and the family is now engaged in collection effort with
PCH.

G. W.
Chevy Chase, MD

Sent in notice from Reader’s Digest
“I have finally given up after thousands of
dollars and about ten years of trying”

D.W. His mother plays sweeps and got her start

On behalf of his mother with Ed McMahon. She spends hundreds monthly and

Sioux City, [A truly believes she has won. The family now has control
of her bank account which has caused great family
problems.

A.Z. She believed she had won $50,000 for just returning

Tahoe, her American Family Publishers entry.

“When the letter came we all agreed that I had won at
least $50,000. The letter was absolutely
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different from anything they had ever sent. If you read
it you would really believe you had at least won the
$50,000 consolation prize. It’s fraud.”

P.Z.
Sanford, FL

He began purchasing magazines with McMahon’s likeness
because he knows Ed McMahon is a WW II Veteran just
like him. He knows that “vets don’t lie to each other”. He
continues to buy because “if you don’t buy, they’ll drop
you from the mailing list and you can’t win.”

S.Z.
On Behalf of her Mother in Law
Jamestown, RI

Her mother in law became hooked on sweepstakes

and was spending $2000 a month on magazines and other
products. The family’s attempt to convince her that she

did not win led to estrangement from the family. She
moved to FL and spends her time filling out forms and
checks. Despite having her checking account restricted, she
gets money orders to continue playing the sweepstakes. She
is also attempting to sell the family home in RI to further
finance her efforts.
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INDIVIDUALS INVOLVED WITH SWEEPSTAKES

MAINE RESIDENTS (22)

NAME COMMENTS

J. A Sent in notice from Time’s Guaranteed and Bonded,

Portland, ME Capital Claims Division (CCD), American Wealth
Distributors, the United Release Center, CCD uses W-2
Prize Entry Form. Believes form are misleading since
the forms state he had won a contest or been awarded
money. Then, after learning he had to send money,
he felt this was case of mail fraud.

V.B. Problems with “Clearing House sweepstakes”

On Behalf of Parents

Lewiston, ME His parents are elderly and convinced they won money
but think V.B. is stealing the money.

J.B. Sent copy of mailing from Time Guaranteed and Bonded

East Boothbay, ME

C.C. Father receives 5-20 sweepstakes letters a day. His

On behalf of his father Alzhimer’s impairs his ability to understand he has not

Rumford, ME won a prize. He spent more than $18,000 in one year
entering these contests.

J.C. J. C.’s 96 year old cousin receives

On Behalf of her Cousin sweepstakes mailings and regularly sends money in

Hallowell, ME

hopes of collecting her prizes. Two examples from
Consumer Enrichment Center and United Release
Center.

E.G.
Arundel, ME

Problems with Publishers Clearing House
“...As usual it is the people who can least afford it
that are being duped.”




K. G.
Presque Isle, ME
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Received mailing from McCall’s indicating she was
one of the $1M winners. Mailing also hoped she would
subscribe. Constituent thinks this is an invasion of privacy.

B.G.
Milo, ME

Sent compliant regarding Publishers Clearing House
to the Attorney General’s Office in Augusta.

J.G.
Machiasport, ME

Notification of cash currently being held by U.S.
Government. $9.97 amount due needed for immediate
delivery of prize. Notice sent from Cash Claim Service.
“Just when did the Federal Government go into the
lottery business? This is the first time that I have
known that the U.S. Government is holding ... money
that belongs to me and all I have to do is send less than
$10.00 and I can get this money.”

K. H.
Bangor, ME

A bill from Publishers Clearing House was enclosed. She
ordered a year’s subscription but the bill had the

year plus “extra issues ordered.”

“I had ordered a one year subscription to Veg. Times
from Publishers Clearing House. As you can see the
enclosed bill they tell me I made the first part of my
payment and that I ordered extra issues. I can assure
you I did not. I ordered one year and paid for one year.
I am ten times more angry over this fraud than the car
one because I can only imagine how many poor people
get taken in this scam. Would you please write to them
for me and have some tough law passed so that the
consumer isn’t ripped off like this.”

D.H.
Aroostock, ME

Received the “You and One Other Person” solicitation
from American Family Publishers and believed she won.
She purchased magazine because she “thought chances of
them coming through on guarantee would be better if I
purchased. I thought if I didn’t they would just throw
my entry away.”

Also gets solicitations from Publishers Clearing House,
Reader’s Digest, and DUSPE.

“The only reason I entered is because they said that the
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$50,000 was guaranteed. . . . I don’t normally enter
these things. A guarantee, to me, means definite.”

M. H. Indicated uncle is controlled by hope of winning
On Behalf of Uncle sweepstakes. He stays home in case of notification, plans
Saco, ME his winnings, and purchases unnecessary items to increase
his chances.
H.J. His sister died in 1998. Before her death, she was sending
On Behalf of his Sister thousands of dollars in response to sweepstakes offerings.
Bangor, ME Mailing from Time’s Guaranteed and Bonded. He
believes they are targeting Senior Citizens with Special
Rates.
E.L. Sweepstakes 1040-K Prize Processing Form sent in
Acton, ME from American Wealth Distributors asking for money
to send commodities certificates for prizes.
C. M. Giveaway Notices from Publishers Clearing House Bureau

South Berwick, ME

of Unclaimed Prizes. Giveaway No. 525 for 7/31/99 was
for $5M and new contest forms for January 1999 reduced
Giveaway No. 525 to $1M. Constituent wanted to know
what was going on.

S. M. Glad to see GOP working to protect little guy.

Sanford, ME

B.O. His mother received an envelope that he felt was

On Behalf of his mother intentionally made to look like a Social Security Check.
Falmouth, ME Mailing was from Sears.

R.R. Sent in a copy of a $300 credit voucher from

Sanford, ME Sweepstakes Clearinghouse, a Division of Allied

Marketing Group, Inc.




M.S.
Augusta, ME
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Problem with American Family Publishing

“I like to think I am fairly intelligent — I have

a Masters degree in Psychology. Although I
have the ability to read carefully, cross-reference
and come to conclusions based on thoese abilities,
my concern was for people with other
circumstances such as difficulty reasoning,
gullible, those in financial trouble — any number
of circumstances which could lead a person to
‘misread’ or ‘misinterpret’ what was read.”

“The biggest problem is that so many normally
reasonable people are ordering so many
magazines they neither want nor really want.
And with each mailing, they’re made to believe
that they should order more magazines to start
the running. Especially people who can least
afford it.”

C.T.
Cape Elizabeth, ME

Enclosed samples of numerous sweepstakes offers.
“Enclosed are samples of numerous direct mail pieces
received which I feel are extremely misleading. They
portend to be sweepstakes, but each requires a
monetary ‘contribution’ as part of the reply to obtain
‘winnings.” Not only do I not want these solicitations,
quite a few of which come from abroad or appear to
come from other countries, but I fear that many people
would be duped into thinking they have actually won
something, and would send in the dollars, which is, of
course, the scam.”

M.V, Bought greeting cards and Christmas presents from
Portland, ME Publishers Clearing House. Has received numerous
“guaranteed winner” letters over the past 2 years. Has
sent responses back to them. Wants to know
“Why is this happening?”
J. W, Sent in numerous sweepstakes notices he received from
Brooklin, ME American Family Publishers and Time and others.
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Senats Permanent Subcommitioe

EXHBTE 30 -

SAMPLES OF CORRESPONDENCE RECEIVED BY
SENATOR CARL LEVIN, RANKING MINORITY MEMBER,
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS
IN RESPONSE TO THE HEARINGS

Following the Subcommittee’s hearings, Subcommittee Members
received hundreds of letters and e-mails similar to those provided
by our witnesses. These are samples of those letters.
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Author:

Date: 3/%/39 9:37 AM

Normal

TQ: senator at Lewvin-DC

Subject: Thank you :-) 3-9-39
———————————————————————————————————— Message Contents
Dear Senator Levin, 3-9-99

I am SO glad you are trying to do something about these companies that send
out these offers that people have won something and then they find out that
the information is not txruthful. My mother is $0 years old and you CANNOT
convince her that you DO NOT have to order something from them to win., She
knows that the practices are wrong and that her chances are next to zero and
no matter how much I txy to convince her that they are practicing JUST within
the law, she still sends them money for things she does not need or want. She
even bought videos from both Publisher's Clearing House and Reader's Digest
when she did not evea have a VHS! She weould give the gifts to family and
friends and pay double the price she would pay anywhere else, PLUS she would
NEVER have bought them in a store.. She even had me travel 60 miles to stay
with her because Publisher's Clearing House said they were coming to give her
the willion $$ prize. -Guess what? They never showed up...surprise, surprise.
To try to convince her that they were not truthful was hopeless. Even after
that Publisher's Clearing House sent her a hang tag and told her ®she had won"
and te put it on her door on a specific day, and they would come and give her
her million dollars. She put it on her front door to let them know where she
lived so they could deliver her the check. Guess what? It was not until my
cousin told her that he too had the same tag that she was suspicious, but
believed that the Company surely meant that SHE had won and had just given him
the tag by mistake. She cleaned her house, prepared a meal and even baked a
pie waiting for them and she slept on her couch so she would not wiss them or
not hear them when they came to her door. Imagine the sorrow and
disappointment she felt as the evening went on and on and they did not show up
at her door. It absolutely breaks my heart to see this wonderful person of $0
years, being put through this over and over and over. Each time they tell her
that she *HAS WON® if she would just send in her order for MORE merchandise.
When they give you 2 eavelopes and one says "NO™ and one says °"YES" for their
order, there is not one senior citizen that does not believe that if you do
not send in the "YES" envelope, you will not win, Ask them. I did. This is
something that has gone on and on and hurt so many families that are trying to
help their parents and many of us are a distance away from them and trying to
care for them and help them and then these companies intrude on their and our
privacy. The senior citizen can easily do these wmailings and family doesn't
even know about it until it has gone on for a long time. You would think my
mother would stop. We sure have tried to make it cleax to her about the next
to zero chance she has to win, but these companies are 50 convineing and theix
tactics are so shrewd, that it is impossible to get your parent to stop
listening to these companies. She has ordered the Child wagazine from them
and guess what? She does not have any little children or little grandchildren
that this information would even benefit her! I cannot tell you how grateful
I am that you are trying to do something about these companies. Our hope is
that you and Senator Collins can get something done about them. It is LONG
overdue! Also, you never mentioned Michigan Bulb and there are some more
companies out there that are starting to do the very same type of advertising.
PLEASE check on them too. Again, thanks $O very, very much and we hope you
get something dome that will make them stop sending this stuff to senior
citizens. It is like an armchair lottery with no chance of winning.

Reader's Digest just sent my mother another one of their "offers" and this
time the prize is an automobile. Her comment to me, as I tried to discourage
her from entering this contest, was “"just imagine how happy and surprised I
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will be if they pull that car up in my driveway. I will give it to you." The
senior citizens are not thinking of these prizes for themselves, they want it
for their loved ones and that makes it even more heartbreaking for everyocne
involved. She even had someone come clean her driveway out of snow, so they
could drive that car right into her driveway with no problem. This goes on and
on. Now there are more and more companies doing the same tricks and the battle
goes on and on to try and protect your wonderful parent who has given
everything to you and you love so deeply. They need their small income to
provide for themselves and to buy the necessities of life. They go without
£ood, heat, electricity medical care and 2ll the things they need, just to
send money to these companies for things they do not need nor will ever have a
use for. It is the saddest thing and the most despicable thing that these
companies are allowed to continue on and on in this deceptive practices.
PLEASE help us to protect these older loved ones in our society. They need
your help and protection.

Most Sincexrely,

Mary Mawhinney
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S et

U4, BOB JENKINS
03/09/99 12:34 PM

Ta: senator@coliins. senate.gov
ca: dick@durbin.senate.gov, senator_fitzgerald@fitzgerald.senate.gov
Subject: SWEEPSTAKES INDUSTRY IMPACT ON THE ELDERLY - ANOTHER STORY

Senatar Collins,

I am writing You as a result of watching the ABC 20/20 news program that aired on 8 March 1539
at 8:00 PM (EST). The program segment on the Sweepstakes Industry has compelled me to write
you. The story that | will be detailing to you concerns and eldery lady in her 80s who lives in a
fittle town called ithnois. Her namae is Mildred , she is a long time resident
of this town dating back to the 1930s. Her husband, Glen, of some 55 years died in 1989, They
had no children and Millie lives by herself. Her only source of income is her Social Security check.

In 1989 when Millie's husband died they had little savings as a result of medical bills assaciated
with a stroke that Millie had had a number of years earlier. Being alone she began to submit entries
1o the Publishers Clearinghouse Sweepstakes and the Reader's Digest Sweepstakes. They would
send official looking sweepstakes documentation back to her, leading her to believe that she was
going to be a winner. They also sold her name and address to other sweepstakes, gaming and
lottery industry companies wha in turn also sold her name. Millie now receives thousands of pieces
of sweepstakes, gaming and lottery mail from probably every company in thea industry, In 183951
received a phone calt from Millie, she was upset because she needed to borrow money to pay her
household bills. By this time she had become obsessed and dependent upon the sweepstakes
material that she was receiving. She was spending hundreds of dollars a week sending these
companies money orders. She believed that she was going to be a winner because of ail the official
lovking misleading documentation she was recaiving from these companies. She beliaved and was

mislead.

By the time Millie cailed me for assistance she had 60 dollars left in her savings account. |
provided her with the resources and a budget plan so that she could get herself back on track. |
audited her savings account. 1 found that she had spent tha marginal savings of $6000 that she
had accumulatad, sinca har husbands death, in about six months tims. She had been spending her
savings and her Social Security incoma at an accelerating rate on these sweepstakes entries until
she was almost broke. They had canvinced her that she was going to be a big winner and she
believed it. | went through her home with her as part of tha pracess to get her back on a sound
financial track. What | found was unbelievable. 1 carted out eight large hefty trash bags full of
sweepstakes entry material. | found thousands of dollars worth of money order receipts made out
in small amounts usually ranging from $5 to 350. | found money orders that she had just
purchased and was getting ready to send. 1 found material hidden under her mattress and other
places where she had squirreled away entry materials. She had not quit playing the games and

sweepstakes.

{ contacted the Mavor who is a friend of mine, we talked to the police and the local Post Master, !
let themn see the hefty bags full of sweepstakes matarial and the money ordar receipts. There was
nothing that anyone could do to protect Millie from these companies who were draining her of her
money. | know that she was a willing participant but these campanies know how to hook and
manipulate the alderly. 1 called the State Attorney’s Office in Chicage and the Federal Attomey's
Office. They sympathized and understood the situation but could do nothing. | contacted the
services recommanded by the Postal Service 10 remove Millie from the mailing lists. These services
do not work. | considered attempting to contact the companies individually and demand that they
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remave her fram their mailings. This as it turns cut is an impossible task,

Millie is stifl playing the sweepstakes and games that she receives in the mail. She continues 1o
send them maney. She tries to hide the fact that she is still playing and spending money. Her
home is again littered with entry material. Those who know her have ail tried to get her to quit but
she still befieves that she will win. These companiss knaw the fing art of manipulating our trusting
eiderly who need our protection. A record of har maney order purchasas are on file at the grocery
store whers she buys tham. The ex-mayor, the police, the postmaster, the mailman, all her
neighbors and friends know what is going on here and they are all powerless to put a stop to it.
Even | am powerless to put a stop to this travesty.

Thank you for taking your valuable time to read my carrespondence and thank you for your efforts
to stop the unethical behavior of these companies.

Respacriully, 5! ]
Bob Jenkins B/
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March 8, 1999

Senator Carl Levin et al
Subcommittee on Practices of Sweepstakes Companys

Dear Senators:

1 have been doing the USPE Sweepstakes for years. My family keeps complaining
and I have been so duped I could not quit, until I heard your broadcast March 8, 1999.

I'm not stupid(anymore), but when I heard a witness who sounded just like me, and when [
thought of all the money wasted for absolute junk, I quit forever. 1 sat down and added
up the checks I spent and was in shock. USPE convinced me that I was the top contender
in the three-million dollar prize. I'm 81 years old and I have no way of helping put my
grandchildren through college, so I figured this would do it.

Believe me, I have unopened boxes of junk prizes in my attic. The merchandise is
not good quality, but that isn't the worst problem. With each order you are asked to pay
$2.97 for useless junk you don't want plus 36 or $7 for postage plus $1.60 for insurance
plus the cost of the item you ordered. Therefore, you must spend $10 or $11 on top of
the cost of the article you bought, which can be from $10 to $50.

Thank yéu for coming on TV and making me realize what a fool I've been.

I wrote to USPE about a year ago, and asked them not to send me any more mail,
as I could not afford it. They sent a letter saying, I didn't have to buy anything; just send
in a 3x5 with name of contest and my name. I discovered there were 5 or 6 contests in
each envelope. All their envelopes have so much paper to return, it costs 66 cents(2
stamps).

T'm afraid you'll have to do more than make the writing large saying you do not
have to buy. Ifor one, DO NOT WANT ANY MAIL FROM USPE, READER'S
DIGEST, TIME, OR ED MCMAHON. Thanks for all your efforts. They are appreciated.

Sincerely and Gratefully,

%argaret Toothill
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Shirdzey R. McMenamin

Senator Carl Levin
Washington, D.C.

Fax: (202) 224-1388

Dear Honorable Levin:

| was very glad to see you as a member of the subcommitiee investigating
the practices of sweeptakes companies. Our household, too, is inundated

by sweepstakes: mailings. | was particularly taken by your comment today
regarding a portion of the testimony to be given by a representative from
Readers Digest. | would just like to give you my immediate reaction to

that anticipated testimony as foliows:

When we receive this "junk" mail, my interest is drawn only to the lure of
winning a large amount of meney, and NOT to what they are trying to sell
me. In fact, | look upon the merchandise they are advertising in their lefter
as a very annoying nuisance. [f the product they were trying to sell me was
of such good quality and price to merit my purchasing i, then it shouldn't
be necessary for them to have to advertise it by deception. | would just
like to add that |, as a way of protest, am cancelling my subscripion to
their magazine, and four other subscriptions that are provided as gifts to
our children. It's a shame that a once reputable company has ruined their
image with such shady and questionable practices.

Please let me know if there is anything |, as an individual citizen, can do to
help enact this legisiation as quickly as possible. [ look forward to
tomorrow's hearing.

Shirley R. McMenamin
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The Honorable Carl Levin
United States Senator

459 Russell Senate Office Bldg.
Washington D.C. 20510

Re: A Sweepstakes mailer that says the person has the winning
number and will be paid $1666,675.00, if the number is returned.
Dear Senator Levin:

I am writing to you rather than a senator from my state,
because I know of your long concern about the fleecing of senior
citizens by the magazine merchants.

The one that is enclosed is unusual. In addition te containing
the usual language that the addressee will be paid the prize, if
they have and}return the winning number, it also says that Number
DG3E1MY42 is registered to Robert Kerr and that Robert Kerr will be
paid the $1,666,675.00, if he has and returns the winning number.

Notice the paragraph that says: Dear Mr. Kerr, we are happy to
confirm that Number DG3EIMY42 matches the Grand Prize winning
number pre-selected by our computer and you will ....(receive the
money if you mail the number back.)

well, naturally my wife and I were over—-joyed. Here was a bona
fide winner at last. We ordered the magazine and sent the entry
back on the "entry/renewal" form. Time magazine cashed our check,
but that‘s all.

Senator Levin, I am told that Time Inc., a subsidiary of the
powerful Time-Warner company is too powerful a company for any one

to take on. I feel that they owe my wife and I the money. Could you

ask Time why they do not pay us as promised?
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Could you ask Time Inc., what the words mean, if they don‘t

mean what they clearly say?

Sir, I submit that If you or I obtained money from people by
making these kinds of representions, any prosecutor in the country
was have us in the penitentiary dammed quick. Is Time Inc. too

big to prosecute?

- tfyll
RO erf? err
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March 12, 1999

To:

Re:

President 8111 Llinton

The White House

1600 Pennsylvania Ave. N.W.
Washington, D.C. 205010

Vice-President Al Gore
United States Senate
Washington, D.C. 20013-7713

Senator Trent Lott
United States Senate
Washington, D.C. 20013-7713

Senator Tom Daschle
United States Senate
Washington, D.C. 20013-7713

Senator Susan Collins
United  States Senate
Washington, D.C. 20013-7713

Senator Carl Levin
/ United States Senate
Washington, D.C. 20013-7713
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Senator Patty Murray

P.0. Box 37713

United States Senazte
Washington, D.C. 20013-7713

Senator Slade Gorton
730 Hart Senate Office Building
Washington, D.C. 20510-4701

Senator Ron Wyden

U.$. Senate

Washington, D.C. 20013-7713
Senator Gordon Smith

United States Senate
Washington D.C. 20013-7713
and

To Whom it May Concern

Sweepstakes Scams and Fraudulent Advertisements and Letters

(See copy of article attached)

Personally, I urge the Senate to fully investigate this matter from every
state since it is natjonwide, and come up with protective legislatipf-
and pass it, and I urge the President to approve this legisiation.

Further, this legislation should stop fraud and return at lTeast seventy-five
per cent of funds so obtained from fraudulent advertisement and letters to
the customer or tc the estate thereof retrpactive for about five years.

My neighbor watched the committee meeting when representatives of the big
four (see copy attached), and was so disgusted with the witnesses’answers

to questions

in.

from committee members that he tore up an order he was sending

My congratulations to the committee for their preparedness and cordiality

to the witnessess .

Personally, 1 did not find the committee hostile nor

outraged as the article's author indicated.

If lobbyists are allowed to persuade senators to vote against good legislation,
then perhaps our Senate does not meet the expectations of the American people.

Also, this subject is not a bi-partisan issue.

See Page 2 for the story of m{ oldest brother who in a matter of 4 years
sent checks for $108,000.00, the majority of which went to Publishers

Clearing House.
(The hearings with the witnesses that I saw on T.V. should be viewed by
all senators.)
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Page - 2

About my brother, Jerry, who would have been seventy-nine on April of this
year had he not died on Valentine's day on February 14,

He was born te poor farm people in lowa, later went to California and
achieved financial succassthrough hard work farming.

Later he moved to Missouri He tried to
continue sucessfully, but due to surgery of prostate cancer, failure of
kidney function, minor strokes, a short duration on dialysis (no kidney
transplant was available to him) and at the end suffered a2 massive stroke
approximately January 24, 1999 which resulted in a coma which lastad
three weeks before his demise.

Jarry was a proud man, and in his last years, he continued his endeavor

for financial success being positive that because of letters of encouragement
from some of the big four (Publisher's Clearinghouse, etc.), he was going

to be delivered a check for the sweepstakes.

He knew his money was getting lower and lower, but hope was his last resort.
He srobably did not see the orinting in small type (if it was there)

The $108,000.00 was only for a period of four years; however, there probably
were checks before and after that were not found . He was a good keeper

of records, and the executor of his will when finding checks for
such a large amount, the unopened boxes, the many notices in his office,
contacted authorities )

My brother who in days before illnesses kept his home office in immaculate
organization Tocked the office door so family could not see the mess of

all the promising notices, the boxes some ordered and cthers not ordered,
and the fact that car insurance and property taxes for 1998 were not paid.
{IT_APPEARED FROM THE VARIETY OF REQUESTS AND NOTICES, HE HAD BEEN TARGETED.)
The office appeared as if he had just tossed in the mai) when 1t camé (what

a mess).

At this point I will quote from the article attached "The point of our mailings
is not te convince people they've won a sweepstakes, but rather to be excited
about the possibility of winning and to consider our products.®

Really?

Since January 20, 1999 to this date (I have been told) people are still
‘phoning the house asking for him,and when they are told he is not there
they immediately hang up without leaving a name or 'phone number} mailings
are still coming in Tetters and also boxes.

It is as if some huge swindling machine has been turned on and no one knows
where the switch is to turn it off.

Many families of old, ilT,“Qu]nerab]e people are counting on yoy, Conqress, to

put a stop to this. We are crying out herein &ll of the U.5

Erma A. Higginbotham,
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Author:

Date: 3/10/99 12:10 PM
Normal

TO: senator at Levin-DC

Subject: sweepstakes
------------------------------------ Message Contents

From:
Roberta Urbani

Senator Levin:

I am writing to urge you to aggressively deal with the cruel perpetrators of
fraud known as the American Family Publishers Sweepstakes and others of their
ilk.

My mother died last year after suffering from Alzheimer's Disease. In the
early stages of her disease she was a victim of these sweepstakes promotions.
She was so firmly convinced that she would win that she did not want to take a
family vacation to Italy in 1989 because it would coincide with the
announcement of the next big winner. She insisted on buying magazines that she
and my father could ill afford. Her illness fed her fixation with the
sweepstakes, which exaccerbated my father's congestive heart failure. He died
in 1892,

It may seem ridiculous, but I feel tremendous resentment towards Ed McMahon. I
hold him personally responsible for some small portion of my parents' suffering
and deaths. By lending his name to this organization, he gives it credibility,
and I'm sure he is well-paid for his endorsement.

These companies prey on the most vulnerable members of society to make obscene
profits. They provide no socially redeeming goods and services. Obviously,
magazines are available anywhere without such sinister marketing.

I don't know what you can do in the context of our free market to stop this
exploitation of our elderly and vulnerable citizens. I am grateful that your
investigation is providing publicity about their sleazy practices and educating
the public.

Sincerely,

Roberta Urbani
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Author:

Date: 3/10/99 1:18 AM
Normal

TO: senator at Levin-DC

Subject: Fwd: Sweepstakes bill
------------------------------------ Message Contents

Dear Senator Collins:

I am relieved to hear that you are involved in potential legislation
regarding deceptive mail sweepstakes promotions. My family has experienced
the deleterious impact of uncontrolled sweepstakes solicitations as follows:

My grandmother, age 90, has received countless such solicitations, and was
absolutely CONVINCED that she was going to win millions of dollars if she
assiduously followed all the enclosed detailed instructions (e.g., placing
stickers in different locations, purchasing poorly manufactured and unneeded
merchandise , ordering irrelevant publications, etc.). She has spent what
little money she has on the junk offered by these various entities, in the
futile hope that her purchases will increase her chances of winning. (For
example, she is a Queens, NY resident, who doesn't drive and has no car, yet
she bought car mats from one of these solicitations!!)

She has been so obsessed by this venture that, as she lay in bed
during her recent hospitalization, she asked for my opinion about whether she
should allow TV cameras into her apartment "after" she won, while frantically
hiding her "winning® stickers from "prying" and potential "thieves" in her
room, namely the hospital staff who were trying to serve her meal....

I subsequently contacted a listing service that apparently was making
her name and address available to some of the soliciting companies. I had her
name removed, only after I sent this service a written demand that they do so
in the form and manner that this service advised me they required.

When my grandmother learned of my actions (because some of the mailings
eventually ceased, and she was advised my the same listing service that her
name had been removed upon the written request of her granddaughter}, she
became enraged with, and has been estranged from me ever since.

In sum, I strongly support any legislation that would curtail the

actions of these mail sweepstakes entities. It is travesty that these
companies have had unbridled access to the elderly and to the gullible for so
long.

With my thanks, I am,
Very truly yours,
Terri L. Weiss
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Author: "Joel C. Ewing"

Data: 3/10/9% 12:27 AM

Normal

TQO: senator at Levin-DC .

Subject: Sweepstakes Hearings - Right On!
______________ wmmm—amwwanm—smew—=-—~ Message (ontents

We are not residents of Michigan but want to express our appreciation to
you and your fellow Subcommittee members for exposing the excesses of
the sweepstakes industry to the public ridicule it so rTichly deserves
and initiating steps toward a remedy. It is pleasant to see the Senate
engaging in something useful.

Before my wife's 87 year old mother was coanfined to a Caxe Center about
a year ago (where her mail can now be screened by friends), she was
regularly fooled by the deceptive practices of these companies into
thinking she really was a "finalist” and about to strike it rich. We
live 300 miles away, and at least once a month I would with great
difficulty have to bring her back down to reality over the phone.
Fortunately she was only enticed to spend bundreds of dollars per year
on books and videos she didn't need {primarily Readexr's Digest and Time
Inc.} rather than the thousands experienced by some victims; but even
though ber financial losses weren't excessive, the games these firms
played with her emotions bordered on abuse and should not be permitted.
The tricks used by these companies: the official looking documents, the
personalized letters, the abuse of the English language that implies you
are a small select group instead cof just onge of millions, the faked
forms to arrange for travel and delivery of prizes, all of these are
practices deliberately designed tc deceive the trusting or unwary. Even
when I know these documents can't mean what they appear to mean, I
sometimes have to spend 10 minutes carefully reading all the fine print
before I can find the critical "if" which wmeans the whole letter is
worthless. The elderly person with failing eyesight hasn’t a chance.

The remedies I heard discussed by tha subcommittee gound like steps in
the right direction. One item which I don't remember hearing discussed
might bhe a requirement that all sweepstakes offers also include an
address and 800 phone number of a Central Clearinghouse where you could
register to exclude a name from being a target for ALL sweepstakes
offers and require companies to honor such a listing, While this might
not be exercised by the typical victim, it would at least make it easier
for relatives or other guardians to stem the flood of junk mail when
they have to take over the affairs of a victim.

One solution with much poetic justice, but probably too difficult to
implement, would be to require that if a junk mailer misrepresents their
offers in a way that would lead a reasonably literate person studying
the documents for a minute to be convinced they have been awarded a
significant prize, then the advertiser will be required to award that
prize to all responders to the letter as if the "hidden® conditional
clauses were not present!

Joel C. Ewing,
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Author:

Date: 3/9/%9 2:27 PM
Normal

TO: senator at Levin-DC
Subject: Sweepstakes

Message Contents

I saw in todays Detroit Free Press that you are on the subcommittee
investigating sweepstakes scams. Hopefully there can be some
legislation stopping these scams that I think especially target the
elderly. In the 2 years between my mothers death in Dec. 1988 and his
going into a nursing home in Dec 15950 I estimate that my father spent
between 50,000 and 100,000 on these sweepstakes. One of the things I
noticed was that a great deal of the money was sent with bank drafts &
money orders and sent fed ex, I presume to avoid stop payments on
personal checks and to avoid mail fraud.

Sincerely,

Alan J. Doerr
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Author:

Date: 3/9/99 11:38 pM

Normal

TO: senator at Levin-DC

Subject: Attention:Sweepstakes Information

Message Contents

Dear Senator Levin,

I am currently watching the sweepstakes hearing on C-Span and I must say
that I am sickened and appalled by what I am hearing from the sweepstakes
representatives. My grandfather, ninety years of age, has been taken in by
many of these types of companies some of which are represented there. There
was a reguest put in to Publishers Clearing House that he be taken off their
mailings. His name was taken off but was then added, spelled incorrectly,
changed from Chopp te Chapp, and the mailings kept coming. As my grandfather
lives alone and has not moved I believe this is another problem which needs to
be addressed.

We try very hard to take care of my grandfathers best interests as he cannot
actually afford this but he lives alone and ten hours away and sometimes this
type of thing can go unknown for several months . My father currently went to
his house because my grandfather was hospitalized and was mortified that the
house was full of sweeps offers agaim. Something has got to be done and
although I am not normally into politics I was very impressed with youxr
handling of the situation and hope that you can get this done. I have
requested that my father bring back as many of the mailings as possible so I
can go through them. I would like to send them to you s¢ you can have a scope
of just what my family is fighting. Please let me know if this would be
helpful in any way as I am outraged that this could even continue to happen
around the state and the country.

Thank you,
Susan Brabaw
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Author: Bruce Pikka

Date: 3/10/39 11:53 AM
Normal

TO: senator at Levin-DC
Subject: Sweepstakes

Message Contents

Good Morning,

I have followed, as time has permitted, the committee hearings on
misleading sweepstakes promotions. I strongly urge you to continue to push
for more honesty and c¢larity in their promotioms. My 85 year old {on the
19th) mother-in-law sincerely believes she is on a first name basis with
the people at Publishers Clearinghouse. She will even address her return
mail to "Dorothy®. They continually encourage this with the letters which
appear to be "just for her". She really doesn’'t understand the concept of
computer generated letters having the appearance of being personal. She
also "understands® that if you "really want to win" you must buy magazines.
That's why she has ordered any number of publications including such titles
as "Popular Mechanics" and "Field and Stream™ which cover subjects she has
ebsolutely no interest in.

In my work with senior citizens over the years I have seen many others with
the same outlook. One gentleman I knew was getting multiple copies of
several magazines plus several others each month. In his case, the money
for those publications would have been better spent on food or hygiene
praoducts.

Please force these companies to be more up front with the public. Let’s
stop the exploitation of pecple, especially senior citizens. The odds of
winning and a statement saying that purchasing will not increase your
chance of winning must be very clearly and conspicuously printed on all
promotions.

Keep up the good work!
Sincerely,

Bruce Pikka



316

Author:
Date: 3/21/99 9:42 AM

Normal

TO: senator at Levin-DC

Subject: Publishers Clearing House
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ Message Contents

Dear Senator Levin,

I am writing in light of your investigation into the fraudulent practices
of i
Publishers Clearing House and other sweepstakes companies.

My name is John Chinn and I am a life-long resident of Michigan. I live in

and am employed by the Public Schools as a full
time teacher in Correctional Education {at the County Jail).

My father-in-law was divorced many years ago and went to live with his
mother
in . She passed away 3 years ago at age 92 and since then he has been
living alone in the house he inherited from her. He is in his mid-70's. My
wife and her two brothers all live here in the metropolitan area, 200+ miles
from . We were aware that he was 'playing the sweepstakes', however,
only recently have we become aware of the depth of his involvement. This past
Christmas, my wife and I, along with our two children, visited him. He showed
us a room that was piled high with ‘gifts' from the sweepstakes companies.
None of the items, in my estimation, were of any value.

It appears he has spent all the money he inherited from his mother -
approximately $10,000 - on this scam and has not won a cent. His only source
of income now is Social Security. In addition to his inheritance, it appears
he both secured a loan and has sold most items of value in his home to obtain
money to send to PCH and others. Currently he does not have cash available to
pay his property taxes, and it appears he will have to sell his home and move
into some kind of low income housing. We are in the process of identifying
housing hexe in the area for him. Now, instead of locking forward
to a comfortable life in his ’golden years’, he has lost everything!

Senator, I urge you to do all you can to put a stop to these predators. I
consider what they are doing to the elderly in this country a crime. Indeed,
in my opinion, their crime excesds those of many of my 'students’ currently
incarcerated in the County Jail.

If I can be of any help in your investigation, please contact me. My wife
and
I would be happy to discuss this further with you or a member of your staff.

Keep up your outstanding work!

Very Truly Yours,

John Chinn
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March 9, 1999

Carl Levin

U. 8. Senator, Michigan

SR-459, Russell Senate Office Building
Washington, D.C. 20510

RE:  Sweepstake Fraud Against the Elderly
H R 612

Dear Senator:
I understand the Senate is currently investigating sweepstake frauds against the elderly. Three
years ago my (then 87 year old) father loss an excess of $50,000 to these frauds even though he

has been a successful business man with a Business degree from the University of Texas.

These grossly deceptive practices include coursing him to subscribe to magazines such as
Working Women for an 87 year old widower.

One of the worst parts of this fraud is I had 1o take away his credit cards and checking account so
he is relegated to have money like an irresponsible child.

I have contacted the United States Post Office, FBI and Attorney General's Office and have found
no help whatsoever in prosecuting any of the perpetrators.

Please do everything possible to stop and punish the sweepstake frauds, including those run by
celebrities such as Ed McMahan and Dick Clark. T urge your support for the reform

Sincerely,

Joe M. Graham
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Senate Permanent Subcommitiee
AARP -

S gt BxiBme___ St

April 20, 1999

The Honorable Carl Levin
Ranking Member
Permanent Subcommittee
on Investigations
326 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Senator Levin:

This letter is in response to your request to AARP’s witness, Mrs. Virginia Tierney, during the
Deceptive Mailings hearing of the Permanent Subcommittee on Investigations on March 8, 1999.
During the discussion portion of the hearing, you asked Mrs. Tierney if AARP had met formally
with representatives of the companies who produce misleading mailings. Mrs. Tierney offered
that we would get back to you with a response.

While AARP has not met formally with representatives of the corporate entities that produce
sweepstakes mailings, we have met on a number of occasions with trade association
representatives who represent these companies. At each of these meetings, we articulated
AARP’s concerns regarding deceptive mailings and sought to reach consensus on some of them.
We would certainly be prepared to meet with the relevant corporate representatives directly to
discuss this issue, as you suggested.

We appreciate the opportunity to submit our response as part of the hearing record and we look
forward to working with you and other Senators in a bipartisan fashion to enact deceptive
mailing legislation in this Congress. If you have any further questions or concemns, please don’t
hesitate to call me or ask your staff to call Jeff Kramer of our Federal Affairs staff, at
202/434-3800.

Sincerely,

A

Martin A. Corry
Director
Federal Affairs

601 E Street, NW  Washington, DC 20049 (202) 434-2277 www.aarp.org
Joseph S. Perkins  President Horace B. Deets  Executive Director
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MOTOR VEHICLE AWARDS

8508 Park Road » Suite 114 « Charlotte, NC 28210

Pear Allan Carter:

This letter shall serve as your official notifigation that this the 20% day of July
yau have beaen identified as an award recipient in a national sweepstakes. You Allan
Carter ara guaranteed to receive a brand new automedile or & cash award.

There is no mistake if you are the Allan Carter that currently resides at e

Michigan your award is waiting to be claimed. Your award
has been cunfirmed by our asuditing department and is formally identified by the
avard registration number that has been praselected and assigned by Noter Vehicla
Awards.

Legal title to the brand new Chevy Malibu (or cash award) will be executed and
transferred to you Allan Cartar pursuant to and in accordance with the Motor VYehicle
Code af the State of Michigan and the regulations of this praseatatisn as they
appear on the reverss side of this document. Ng purchase is required.

fxamine the attached Certiricate of fletor vehicle Awards carefullys this is how the
title to your new Chevy Malibu will appear if you return the preassigned claim
number belonging to the Chevy Malibu. Please confirm in writing that your name is
spelled correctly and that is whare you would like your now
vehicle deliverad.

Your eligibility has been confirmed. However failure to respond will jeopardize
your opportunity to own the new car or raceive yaur cash award. Allan Carters if
you have the registration number that has been preassigned to the new Chevy Malibu
and do not respond we will be legally obligated to transfer your new car to an
alternate recipient.

In addition an Optional Commodities Package with a fully redeemable value of over
%2,500.00 is being held pending your submission of the standard acquisition fee.

Chartes S. Cummins

Happy Motoring

IMPORTANT:Strict regulations mandate that you follow the claim procedures
cutlined below before you can take poassession of your award.

Make check payable to: Motor Vohicle Awargs 252312547664 s
o -

"AWARD REGISTRATION FORM  ssemoseries
— - el
A—

d Is your name spelled correccly? Loves [
8 1 the address above where you would like your award delivereds ..... - ves [}
i po you have a VISA or MasterCard? . ¥Es [

<
<
<
<




= . AARD RECE AT e £ coe 3007 A0 STE
N/A l BRI R I 19919 l CHEVY MALIBY 2 DOOR SEDAN

|cwn-wuznam‘cn

&

o e
STANDARD

F/SIR' Cart MOTOR VEHICLE AWARD
an artet REGISTRATION NUMBER:

e
L 25231254 7kkY

Towom, s e
lTO BE DETERMINED l 2 GASOLINE

[Amimaim LehiLaesl el Lelansd T led

I. CHARLES S. CUMMINS. THE DIRECTOR OF MOTOR VEHICLE AWARDS. DO HEREBY CERTIFY THAT UPON [
PRESENTATION OF THE PRESELECTED WINNING MOTOR VEHICLE AWARD REGISTRATION NUMBER THE TITLE
TO THE MOTOR VEHICLE ABOVE WILL BE TRANSFERRED PURSUANT TO THE RULES AND REGULATIONS OF
THIS SWEEPSTAKES AND THE MOTOR VEHICLE CODE OF THE STATE 0F NICHIGAN-

MOTOR VEHRICLE WILL BE RELEASED [
UPON PRESENTATION AND VERIFICATION g X 5. y
OF WINNING REGISTRATION NUMBER- v

AUTHORIZED SIGNATURE
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CONSUMER DISCLOSURE: NO PURCHASE REQUIRED. OPEN TO ALL RESIDENTS OF UNITED STATES OF AMERICA AND CANADA,
(EXCEPT QUEBEC), OVER 18 YEARS OF AGE EXCEPT EMPLOYEES OF THE SPONSOR, THEIR IMMEDIATE FAMILIES OR ANY OF ITS
AGENTS. VOID WHERE PROHIBITED BY LAW. TAXES ARE THE SOLE RESPONSIBILITY OF THE WINNER. WINNING CLAIM NUMBER
HAS BEEN PRESELECTED. PRIOR TO THE START OF THIS PROMOTION, SPONSOR HAS INDICATED THAT 3,000,000 COPIES OF THIS
PROMOTION WOULD BE MAILED. AWARDS AND ODDS ARE: GRAND PRIZE (1) 1999 CHEVY MALIBU OR $15,000.00 US FUNDS
{1:3,000,000); $0.50 US FUNDS (1:1). THIS SWEEPSTAKES IS TO PROMOTE OUR CASH SAVING COMMODITY PACKAGE VOUCHERS
DESIGNED TO SAVE THE USER OVER $2,500.00 (US DOLLAR VALUE OR CANADIAN DOLLAR VALUE AS APPROPRIATE ) ON MER-
CHANDISE AND SERVICES WITH SOURCES SUCH AS NATIONAL RETAILERS, TRAVEL, MOVIES, JEWELRY, CRUISES, CAR RENTALS,
GROCERY DISCOUNTS WHEN UTILIZED FULLY. VOUCHERS MAY VARY. SATISFACTION GUARANTEED OR ALL MONEYS INDIVIDUAL-
LY EXPENDED WILL BE RETURNED. COUPON VOUCHERS MAY REQUIRE ADDITIONAL EXPENDITURES TO EFFECT SAVINGS INOI-
CATED. TO ENTER WITHOUT PURCHASING OPTIONAL COMMODITIES PACKAGE RETURN THE COMPLETED FOAM IN ANUMBER TEN
ENVELOPE TO: IN THE USA: MVA CLAIM OFFICE, 8508 PARK ROAD, SUITE 114, CHARLOTTE, NC 28210. IN CANADA: MVA CLAIM
OFFICE, 3539 ST. CHARLES BLVD., SUITE 613, KIRKLAND, QC HOH 5B%; CANADIAN ENTRIES MUST INCLUDE A CORRECTLY
ANSWERED TIME LIMITED ARITHMETICAL SKILL QUESTION WHICH IS INCLUDED IN THIS PACKAGE. THE ARITHMETICAL SKILL
QUESTION MUST BE ANSWERED WITHOUT ANY ASSISTANCE OF ANY KIND WITHIN A TWO MINUTE TIME FRAME. DO NOT USE THE
ENVELOPE PROVIDED IF NOT PURCHASING COMMODITIES PACKAGE. YOUR ENTRY WILL BE DECLARED NULL AND VOID. ALL
ENTRIES MUST BE RECEIVED BY AUGUST THIRTY-FIRST, NINETEEN HUNDRED NINETY-NINE. GRAND PRIZE WiLL BE AWARDED ON
OR ABOUT OCTOBER FIRST, NINETEEN HUNDRED NINETY-NINE. ALL DECISIONS ARE FINAL. PERSON HOLDING THE SELECTED
NUMBER IS REQUIRED TO SIGN AND RETURN AFFIDAVIT OF ELIGIBILITY AND RELEASE OF LIABILITY WITHIN TEN DAYS OF NOTI-
FICATION DATE. ANY PRIZE OR PRIZE NOTIFICATION RETURNED AS UNDELIVERABLE MAY RESULT IN AWARDING OF THAT PRIZE
TO AN ALTERNATE WINNER. A RANDOMLY SELECTED ALTERNATE WILL BE CHOSEN FROM AMONG ALL QUALIFIED RESPONDENTS.
THIS PROCESS WILL CONTINUE UNTIL SUCH TIME AS THE GRAND PRIZE IS AWARDED. CANADIAN ENTRIES RECEIVED WITHOUT A
CORRECTLY ANSWERED TIME LIMITED ARITHMETICAL SKILL QUESTION WILL BE CONSIDERED NULLAND VOID. ODDS ON RANDOM
DRAWING ARE DEPENDENT UPON TOTAL NUMBER OF ELIGIBLE ENTRIES RECEIVED. WINNER AGREES TO ALLOW SPONSOR USE
OF NAME AND/OR LIKENESS FOR PROMOTIONAL PURPOSES WITHOUT ADDITIONAL COMPENSATION. RESPONSES TO MARKETING
QUESTIONS ARE VOLUNTARY AND DO NOT EFFECT PRIZE WINNER. ALLOW 4-8 WEEKS FOR DELIVERY ON ALL PURCHASES. IF YOU
DO NOT WISH TO RECEIVE FURTHER PROMOTIONS FROM SPONSOR PLEASE NOTIFY US IN WRITING TO OUR AMERICAN AND
CANADIAN ADDRESSES RESPECTIVELY. TO RECEIVE THE NAME OF THE GRAND PRIZE WINNER SEND A SELF-ADDRESSED
STAMPED ENVELOPE TO: WINNERS LIST, 8508 PARK ROAD, SUITE 114, CHARLOTTE, NC 28210, AFTER SEPTEMBER FIFTEENTH,
NINETEEN HUNDRED NINETY-NINE AND BEFORE OCTOBER THIRTIETH, NINETEEN HUNDRED NINETY-NINE. IN THE EVENT A PRIZE
1S DISCONTINUED OR OTHERWISE UNAVAILABLE, A PRIZE OF EQUAL OR GREATER VALUE WILL BE SUBSTITUTED. ALL APPLICA-
BLE LAWS AND REGULATIONS APPLY. NO RESPONSIBILITY IS ASSUMED FOR LATE, LOST, UNDELIVERABLE OR MISDIRECTED
ENTRIES.

MV15DS2A
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OFFICE OF THE ATTORNEY GENERAL

DEPARTMENT OF LEGAL AFFAIRS Please Reply to:
THE CAPITOL Economic Crimes Division
= 2002 North Lois Avenue, Suite 520

ROBERT A. BUTTERWORTH TALLAHASSEE, FLORIDA 32398-1050 Tampa, Florida 33607
Attorney General {813} 871-7255

State of Florida FAX: (813) 871-7262

March 12, 1999 Senate Permanent Subcommitiss
on Investigations

The Honorable Susan M. Collins ~
United States Senatce EXHIBIT # 45
Russell Building, Room 172

Washington, DC 20510

Dear Senator Collins:

Last year, the Office of the Florida Attorney General, Robert A. Butterworth, initiated an
investigation into sweepstakes fraud and, in February 1998, the State of Florida filed suit against
American Family Enterprises (“AFE™). In addition, for the past year, this office has been
discussing with Publishers Clearing House (“PCH”) possible ways to address and prevent
excessive purchases by sweeepstakes victims and possible changes to PCH solicitations. Many
of the initiatives both AFE and PCH have proposed and changes they have made in their
promotional materials are a direct result of our allegations and communications.

As aresult of these investigations, we have thoroughly analyzed the mail solicitations of these
companies and the various ruses and scams they use to deccive the American public. Ms.
Victoria Butler, Assistant Attorney General, has compiled the attached issues for your
consideration in drafting legislation to address and prevent deceptive sweepstakes practices.
Most, if not all, of the issues identified in the attachment were devcloped as a direct result of
conversations with victims and analyses of promotional materials and business practices of the
major sweepstakes operators.

One deceptive practice of which you may not be awarc involves the use of the qualifying
language “if you have and retum the winning number.” It is highly possible, using their current
operational procedures, that the winning number may not even be sent out by the sweepstakes
operators. The “winning” number is commonly selected from a range of hundreds of millions of
numbers, and the number selected may be outside the range of numbers actually mailed. In my
opinion, the failure to reveal that the “winning” number may not even be among the numbers
circulated is deceptive, making the qualifying language “if you have and return the winning
number” a falsity in and of itself. The placement and sentence structure of this qualifying
language is also confusing and misleading, and its purpose is to target the undereducated, poor,
and elderly. The sweepstakes companies are intent on targeting these people, and will keep this
confusing wording until the end because they profit magnificently from it.

Our investigation has also uncovered unscrupulous billing practices that further the victimization
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of the elderly, poor, and undereducated. For example, prior to our lawsuit, AFE used an
accelerated invoicing cycle which resulted in excessive overpayments by AFE customers. These
overpayments were routinely retained by AFE and applied to magazine subscription extensions
without disclosure to the consumer. In fact, all customer overpayments received, for whatever
reason, were retained by AFE and applied to magazine subscription extensions.

Congress is doing outstanding work concerning an area that has impacted so many senior citizens
and poor people. The Office of the Florida Attorney General, Robert A. Butterworth, will
provide assistance to your office at any time.

Very truly yours,

/g Vv
Garyi\Zz

Special Counsel to
the Attorney General,
Robert A. Butterworth
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FLORIDA ATTORNEY GENERAL
SUGGESTED REQUIREMENTS FOR SWEEPSTAKES
SOLICITATION MATERIALS

1. Official Rules Type Face -- The Official Rules appearing in all Solicitation
Materials' containing sweepstakes entry materials will be printed in a type size no

smaller than ten (10)-point type.

2. Odds in Official Rules -- The Official Rules appearing in all Solicitation
Materials containing sweepstakes entry materials will include a statement of the

estimated numerical odds of winning each prize offered in the sweepstakes.

3. Official Rules Retention -- The Official Rules appearing in all Solicitation
Materials containing sweepstakes entry materials will be provided to consumers in
such a manner that they may be retained by consumers after their entry in the

sweepstakes.

4. Deadlines for Return of Sweepstakes Entries -- The entry deadline for the

sweepstakes shall be clearly disclosed in the Solicitation Materials and clearly set
forth in the official rules. The entry deadline shall not change during the

sweepstakes, and no more than one deadline per prize may be established.

5. Select or Limited Groups - Solicitation Materials containing sweepstakes entry
materials will not describe the recipient of the mailing as a finalist or in a “final

round,” or in a similarly winnowed-down group.

6. Winner Statement--

A) Unless the recipient has in fact been selected to receive a prize,

! “Solicitation Materials” shall be defined as direct mail marketing materials which
contain or refer to sweepstakes opportunities.
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Solicitation Materials shall not state or imply, in any manner, that the recipient is
presently a winner or will be a winner, and no qualifying or otherwise limiting
language may be used in connection with a statement that a person is presently a

winner.’

B) If the recipient has in fact been selected to receive a prize, the Solicitation
Materials that state that a person is a winner will include an accurate description
of the prize that the person has won or, if the prize is to be selected from a number
of prizes, is likely to win, and a statement of when the prize is likely to be

received.

Q) Solicitation Materials shall not include words, phrases, or terms that
suggest expressly or by implication that the recipient may win a prize’ unless the
sentence or statement including these words clearly conveys that the recipient has
not yet won a prize and discloses all material conditions to winning. All
qualifying terms and disclosures shall appear in equal prominence to the “winner”

words or statements, and qualifying words shall not be set apart from the “winner’

words.*

D) Solicitation Materials shall not refer to the recipient’s returning the

winning number or matching number or winning entry, or the like, unless the fact

*No statements that suggest that the recipient is a winner or will win shall stand alone or
appear to stand alone in the solicitation materials. This prohibits the use of qualifying or
conditional language that is set apart as a separate phrase or set apart in any other manner from
statements that the recipient is a winner or will be a winner, including statements such as “If you
have and return the winning number, we will announce that John Smith is the winner!”

LTS

3For example, these words include, but are not limited to, “congratulations,” “win,
‘winner,” “lucky,” “winning number,” “winning entry.”

“prize,”

“Equal prominence is defined as use of qualifying terms that are equal to the potential
winner statement in font, size, color, and print style and appear within the same statement or
message as the “winner” language.
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that the winning number may not be among the numbers mailed out with any

given solicitation is disclosed in equal prominence in the same statement.

No Misleading Representations About Enhanced Chance of Winning --

Solicitation Materials containing sweepstakes entry materials will not represent
that a recipient has an enhanced chance of winning the sweepstakes.

Sweepstakes Materials shall not state or imply that entrants who order or purchase
magazines or products belong to a select group or enjoy any advantage in the

sweepstakes over nonpurchasing entrants.

Description of Entry Process -- Solicitation Materials will provide a clear
description of the sweepstakes entry process and no statement regarding the entry
process will expressly or by implication contradict the Official Rules. The
Official Rules shall set forth the amount, number, and total of prizes to be
awarded. The Official Rules will clearly and plainly describe the winner selection
process. If areturn envelope is provided for sweepstakes entries with orders, then

a self-addressed return envelope must be provided for non-order entrants.

Preselected Numbers -- In any sweepstakes promotions using a preselected
winning number or any type of matching number device to determine the
sweepstakes winner, the sweepstakes operator must ensure that the winning
number(s) is mailed prior to the end of the sweepstakes promotion and must
provide a mechanism to select a winner in the event that the winning number is
not returned. Each solicitation that refers to preselected or matching winning
numbers shall disclose in the text the fact that the winning number may not be

among the numbers mailed out with the current solicitation.

Simulated Documents -- Solicitation Materials will not simulate government

documents.
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“No Purchase Necessary” Message -- Solicitation Materials containing

sweepstakes entry materials will include a clear and conspicuous “no purchase
necessary--purchases do not enhance your chances of winning” disclosure, which
disclosure shall not be contradicted expressly or by implication in the Solicitation

Materials.

No Representations That Order History Enhances Chance of Winning--

Solicitation Materials shall not represent that a recipient’s chances of winning the
sweepstakes are or have been enhanced by the recipient’s order history or refer in

any manner to the recipient’s order history.

Notification to Non-Orderers -- Any notification to a consumer that he or she
will or may be removed from the company’s mailing lists will not represent that
the consumer’s failure to order a product will result in the loss or forfeiture of any
preexisting sweepstakes entry. The text which includes such notification shall
contain a statement informing consumers of the specific method by which they

may request additional sweepstakes opportunities without ordering.

Preexisting Entries -- Solicitation Materials will not represent that a consumer’s
failure to order or failure to respond to the solicitation will result in the loss or

forfeiture of any preexisting sweepstakes entry.
Forfeiture of Prize -- Solicitation Materials shall not state expressly or by
implication that the consumer will or may forfeit, surrender, lose, abandon, or

words of similar import, any prize that has not yet been awarded.

No Enhanced Chance of Winning by Ordering -- Solicitation Materials will

not state or imply that sweepstakes entries with orders, as opposed to entries

without orders, will enhance the consumer’s chances of winning the sweepstakes.
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Removal from Mailing Lists - The Solicitation Materials shall disclose
prominently the specific procedure by which a consumer’s name may be removed

from the company’s mailing lists.

Rental of Names of Entrants/Opt-Out -- Sweepstakes operators shall disclose in

all Solicitation Materials the likelihood that the names and addresses of
sweepstakes entrants or customers or both may be disclosed to other marketers
and shall disclose in the Solicitation Materials the procedure by which an entrant

or customer may request that his/her name not be disclosed.
Toll-Free Number -- Sweepstakes operators shall maintain toll-free consumer
assistance telephone lines. The toll-free number shall appear on Solicitation

Materials and invoices.

Invoicing of Orders Obtained by Use of Sweepstakes -- No subsequent invoice

shall be issued until the consumer has had a minimum of 28 days to receive the
prior invoice and make payment. All payments received shall be credited by the

company within 48 hours of receipt .

Treatment of Duplicate Payments -- If a duplicate payment on one invoice is
received, the company shall promptly refund the duplicate payment or promptly
inform the customer of the company’s receipt of the overpayment. Notice to the
customer of the overpayment shall provide the customer the opportunity to receive

a refund or have the money applied to another purchase.

Treatment of Duplicate Orders -- Upon receipt of a duplicate magazine or

product order, the company shall promptly notify the consumer of the duplicate
order and give the consumer the option of canceling the order or receiving a

refund if payment has already been made. If the notice contains an offer to
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extend an existing magazine subscription, the notice must disclose the current
expiration date of the existing subscription and the length of the subscription
extension being offered. Magazine Sweepstakes Operators must also ensure that
magazine publishers notify sweepstakes customers prior to the publisher
extending an existing subscription and must be offer the sweepstakes customer a

refund in lieu of extension.

Use of Spokespersons or Product Endorsers -- Solicitation Materials shall not

include statements attributed expressly or by implication to spokespersons or
endorsers unless the statements are true and not misieading and the Solicitation

Materials are reviewed by and approved by the spokesperson or endorser.

Use of “Personalized” Mailings -- Any Solicitation Materials that address the
recipient by name or include the recipient’s name or other personal information
(in any place other than the mailing address label) shall prominently disclose that
the material is computer-generated and is being sent to approximately

(estimated number) consumers.
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