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.
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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.
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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.
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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.



37

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.
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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
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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
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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
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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.



69

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.



95

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.
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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 r