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EXECUTIVE SUMMARY

In the summer of 2013, the Aging Committee initiated an investigation into the recent business
practices of Publishers Clearing House (PCH), a direct marketing company famous for surprising
its sweepstakes players with large cash giveaways. Over the past two decades, PCH has often
drawn the attention of Congress and state law enforcement. In 1999, PCH was one of four
companies whose sweepstakes practices were examined by the U.S. Senate Permanent
Subcommittee on Investigations (PSI), then chaired by Senator Susan Collins. PCH entered into
consent agreements with state Attorneys General in 1994, 2000, 2001, and 2010. Several recent
accounts suggested PCH was continuing to employ messaging that was misleading consumers,
often the elderly, into believing they were close to winning a PCH prize and could increase their
odds of winning by purchasing items from PCH.

The Committee’s review focused on recent paper and electronic mailings distributed by PCH and
sought to answer the question of whether the company was continuing to send misleading
messages to consumers. The Committee reviewed hundreds of PCH communications, the vast
majority of which were electronic, and with the assistance of an expert in marketing and
persuasion, who also reviewed dozens of PCH communications, documented the messages
contained therein. The Committee largely focused on the practices highlighted and found most
troubling by PSI in 1999, as well as by state Attorneys General, who crafted corresponding
protections in their consent agreements with PCH.

In the late 1990s, the sweepstakes industry marketed to its customers primarily through the mail,
sending, in aggregate, over 1 billion mailings each year. For this reason, the legislation authored
by Senator Collins and passed by Congress in response to the PSI investigation—the “Deceptive
Mail Prevention and Enforcement Act” (P.L.106-168)—focused on communications sent
through the mail. Since that time, however, the volume of communications delivered through
the mail has declined, while online communications have increased dramatically, a transition that
could not have been foreseen 15 years ago.

The Committee’s review raised serious questions regarding PCH’s current communications
practices and their compliance with the Deceptive Mail Prevention and Enforcement Act and
PCH’s settlements with state Attorneys General. These include concerns about representations
surrounding a consumer’s odds of winning a prize and the relationship between the sweepstakes
and placing orders from PCH. Recent communications also may push the limits of requirements
in the consent agreements pertaining to disclosures as well as provisions addressing messages
regarding luck, the loss of previous entries, and individualized attention from PCH. To the
extent PCH is relaying these messages, the critical protections provided by the Deceptive Mail
Prevention and Enforcement Act and consent agreements of state Attorneys General may be
weakened, and the often unsuspecting customers of PCH—many elderly—may be paying the
price. Given the shift to electronic communication that has occurred in the past 15 years, this




report concludes that it may be appropriate to consider legislation that would better protect
consumers in the context of electronic sweepstakes communications.




l. BACKGROUND

Headquartered in Port Washington, New York, Publishers Clearing House (PCH) is a privately-
held direct marketing company that sells magazine subscriptions and merchandise, which it
promotes by regularly holding large cash giveaways.>* In recent years, PCH has developed a
sizeable online presence, operating a collection of websites that includes a search engine, a news
site, and several sites offering prize-based games. The well-known PCH sweepstakes, which the
company promotes to drive traffic to its merchandise and magazine offerings, is often broadcast
on television and involves the “PCH Prize Patrol” showing up at the door of an unsuspecting
winner with balloons, flowers, and a big check. Earlier this year, PCH advertised what it called
“the largest prize PCH has ever offered”: $1 million a year for life and an additional $1 million a
year for life awarded to a designee of the winner’s choosing. The odds of winning this prize
were 1 in 1.3 billion.®> According to PCH’s website, the company recently saw revenues of $750
million.*

In 1992, after receiving hundreds of consumer complaints over a two-year period, the New York
Attorney General announced that he was investigating claims that PCH used illegal and
deceptive practices in the promotion of its sweepstakes.> In 1994, PCH agreed to pay $490,000
to 14 states after the investigation led to allegations that PCH mailings were misleading people
into believing they were finalists in a sweepstakes and could increase their odds of winning by
buying magazines promoted by PCH.® PCH admitted no wrongdoing but agreed to more clearly
define terms such as "finalist,” "tied," and "tie breaker,” display an entrant’s odds of winning,
and emphasize a “no purchase necessary” message.’

In 1999, the Permanent Subcommittee on Investigations (PSI) of the U.S. Senate Committee on
Governmental Affairs, then chaired by Senator Susan Collins, held hearings to examine
deceptive sweepstakes mailings and promotions. One witness broke down in tears at the hearing
as he recounted how he had bought $15,000 worth of products in his efforts to win various

! See Appendix 1 of this report for an explanation of PCH’s year-round reliance on sweepstakes.

2 Publishers Clearing House Website, “Publishers Clearing House Overview” (online at http://info.pch.com/about-
publishers-clearing-house/publishers-clearing-house-overview).

® publishers Clearing House, Official Rules (online at http:/rules.pch.com/viewrulesfacts?mailid=
2014JanTVPCI1CTLREG#facts) (accessed Jan. 23, 2014).

* Publishers Clearing House, Publishers Clearing House History (data as of 2012) (online at
http://info.pch.com/about-publishers-clearing-house/publishers-clearing-house-history).

® State Investigates Sweepstakes; Clearing House Denies Contests are 'Deceptive,’ Newsday (Jan. 29, 1993).
® There’s a Sucker Lured Every Minute by ‘Prize Giveaways,” Hartford Courant (Sept. 3, 1994).
" Publishers Clearing House Reaches Deal With 14 States, The Associated Press (Aug. 25, 1994).




sweepstakes, including PCH sweepstakes.? The hearings revealed the sophisticated—and often
very deceptive—nature of PCH’s direct marketing campaign, which used highly personalized
communications to lead many consumers to believe they were just a few purchases away from
winning a big prize. The hearings also explored the particularly devastating impact of these
practices on the elderly. A representative of AARP testified at the hearing that 40 percent of
older Americans who receive sweepstakes solicitations respond to them, and 40 percent of those
who respond believe making a purchase will or may increase their chances of winning.

In conjunction with the hearings, Senator Collins introduced S. 335, The Deceptive Malil
Prevention and Enforcement Act, which was signed into law later that year. While not
superseding existing state laws, the law strengthened prohibitions against mailings that mimic
government documents and created new standards for disclosure by requiring that mailings
include the odds of winning a prize, the rules of the contest, and a statement that no purchase is
necessary. The law also created civil penalties that range from $50,000 to $1 million, depending
on the volume of the mailing, and twice that amount where the mailing violates a previous order
against deceptive mailings. The law also gave the U.S. Postal Inspection Service new tools to
combat deceptive mailings sent through the U.S. Postal Service.’

At the time of the Senate hearings, many state Attorneys General were also investigating PCH.
In 2000, PCH settled with 23 states and the District of Columbia over additional allegations that
the company was misleading consumers into believing that they were close to winning a prize
and that ordering magazines and other merchandise would increase their odds of winning.*
PCH admitted no wrongdoing but agreed to pay over $18 million, including $15.9 million in
restitution to customers. In 2001, 26 states settled with PCH over essentially the same
allegations, with PCH apologizing for the injury it caused to consumers and agreeing to pay
another $34 million, including $1 million in civil penalties.** Years later, several states took yet
another look at PCH communications and did not see an appreciable change in the company’s
mailings in response to the settlements. This led to allegations that the company was violating

8 U.S. Senate Committee on Governmental Affairs, Permanent Subcommittee on Investigations, Hearing on
Deceptive Mailings and Sweepstakes Promotions, 106" Cong. (March 8 and 9, 1999) (S. Hrg. 106-71).

° Pub.L. 106-168, codified at 39 U.S.C. 30.

1 New York Attorney General, Press Release, Spitzer Announces Landmark Settlement with Publishers Clearing
House (Aug. 22, 2000) (online at http://www.ag.ny.gov/press-release/spitzer-announces-landmark-settlement-
publishers-clearing-house).

1 Connecticut Attorney General, Press Release, CT Reaches Unprecedented $34 Million Settlement with Publishers
Clearing House (June 26, 2001) (online at http://www.ct.gov/ag/cwp/view.asp?A=1776&0Q=283238) (See also,
Footnote 1 on pg. 36 of PCH’s 2001 Consent Agreement with state Attorneys General).




its earlier agreement, and PCH again settled—this time with 33 states and the District of
Columbia for $3.5 million."?

In recent years, PCH has continued its traditional paper-mail operation while increasing its
contact with consumers through an expanded online presence. In a letter to the Committee, PCH
confirmed that its “online program is now many times larger than offline in terms of outgoing
solicitations.”*® The PCH network of websites is accessed by 5.8 million unique visitors each
month* and approximately 445 million individuals are “actively engaged” with “PCH
Save&Win,” which is an online interface that provides PCH coupons for a variety of goods.™ In
addition to increasing the number of contacts with many consumers, using the Internet also
allows PCH to increase the complexity of its interactions with its customers, who now must
navigate a series of interactive webpages—some full of product advertisements—to enter a
sweepstakes.

1. THE AGING COMMITTEE’S REVIEW

In the last year, the Aging Committee received several reports of elderly consumers who were
making frequent purchases from PCH with the belief that they were close to winning a PCH
sweepstakes. One elderly Pennsylvania man called his son to ask him if he was interested in
coming to visit later in the week because PCH would be awarding a prize, and it was looking like
he was going to win. The man’s son later learned that in both 2012 and 2013 his father had spent
over $1,300 on small-dollar orders from PCH. In two separate months, he spent over $325 of his
$1,780 per month fixed income on orders from PCH.

After hearing these stories—and given PCH’s history with state Attorneys General as well as the
company’s leading role in the promotion of sweepstakes—the Committee undertook a review of
hundreds of recent PCH communications, both mail and electronic. ** PCH offers an important
case study in whether the current legal framework and enforcement approach are effectively
eradicating deceptive practices, especially those deemed most troubling by state law enforcement
officials. PCH’s recent expansion into online direct marketing rooted in the promotion of

12 Colorado Attorney General, Press Release, Attorney General Announces Multistate $3.5 Million Settlement with
Publishers Clearing House to Settle Contempt Charges (Sept. 9, 2010) (online at
http://www.coloradoattorneygeneral.gov/press/news/2010/09/09/attorney_general_announces_multistate_35_millio
n_settlement_publishers_clearin).

3 Appendix 4, Letter from Harold William Low, PCH Senior Vice President & General Counsel, to Joel Eskovitz,
Aging Committee Majority Chief Counsel (March 31, 2014), pg. 4.

 PCH Digital, “About Us” (Feb. 2014) (online at http://www.pchdigital.com/about-us/pch-digital/).
15 Specific Save & Win numbers taken from H. Low letter to J. Eskovitz (March 31, 2014), pg. 4.

16 At least 80 percent of the PCH sweepstakes communications reviewed by Committee staff were e-mails or other
forms of electronic communication.




sweepstakes also raises new questions concerning the effectiveness of the current framework and
its application—or perhaps lack of application—to electronic sweepstakes communications.

The Committee addressed its primary concerns in a letter to PCH, and PCH was entirely
cooperative in responding to the Committee’s questions. PCH explained the various levels at
which its mailings are reviewed and its cooperation with law enforcement, which includes
regularly sharing information with federal and state law enforcement agencies. PCH’s response
did not, however, alleviate the Committee’s underlying concerns.

1.  SUMMARY OF FINDINGS

The settlements reached between PCH and state Attorneys General were intended to
fundamentally alter the way in which PCH conducted its business by eliminating two of its
tactics: (1) relaying messages that led consumers to believe they were somehow closer than
others to winning a prize and (2) making representations that a consumer’s history of orders from
PCH might in some way be tied to the consumer’s odds of winning. Although the settlements
focus on PCH’s paper mailings, they also apply to electronic communications.®’

Despite many provisions in the settlements intended to wipe out these and other practices, the
Committee’s review of hundreds of recent PCH solicitations, including traditional paper mailings
and e-mail communications, found numerous examples of communications that appear to push
the limits of the provisions of the settlements. In fact, the review raises questions concerning
whether PCH is regularly sending some of the exact messages that were the focus of prior
settlements. Committee staff’s conversations with consumers and review of consumer
complaints against PCH confirm that at least a segment of PCH’s current audience still finds in
PCH communications some of the exact messaging the settlements sought to eliminate.

This document highlights ways in which it appears PCH may be communicating in a manner
prohibited by the Deceptive Mail Prevention and Enforcement Act and/or the agreements with
state Attorneys General. While the Committee’s review raised serious questions regarding
PCH’s compliance with a number of settlement provisions, the Committee specifically focused
on the half-dozen issues that arose most frequently or involved the most basic principles of the
Deceptive Mail Prevention and Enforcement Act and/or the settlements, which include:

e Chances of Winning a Prize: Recent PCH communications contain messages
that may mislead reasonable consumers into believing they are close—or at least
closer than other entrants—to winning a prize, despite provisions in the Deceptive

17 See, e.g., Section 29 of the 2001 Consent Agreement with state Attorneys General (“This agreement shall apply as
fully as practicable to communications via the Internet, including E-mail and Internet web pages™).




Mail Prevention and Enforcement Act and the settlements that clearly prohibit
such messages.

Individualized Attention: Recent PCH communications contain messages that
may mislead reasonable consumers into believing they are receiving
individualized attention from PCH, including attention from the PCH Prize Patrol,
despite settlement provisions that clearly prohibit such messages.

Relationship between the Sweepstakes and Placing an Order: Recent PCH
communications contain messages that may mislead reasonable consumers into
believing their history of ordering from PCH is tied to their chances of winning a
prize, despite provisions in the Deceptive Mail Prevention and Enforcement Act
and the settlements that clearly prohibit such messages.

Losing Previous Entries: Recent PCH communications contain messages that
may mislead reasonable consumers into believing their previous, valid entries are
at risk of forfeiture if the consumers do not respond to additional PCH
solicitations, despite settlement provisions that clearly prohibit such messages.

Representations of Luck: Recent PCH communications employ scratch-off
devices and other similar games that may mislead reasonable consumers into
believing they were lucky to achieve a particular result, despite settlement
provisions that clearly prohibit sending such messages.

Required Disclosures: Recent PCH communications may omit or obscure
disclosures that are required by the Deceptive Mail Prevention and Enforcement
Act and the settlements.




IV. SETTLEMENT PROHIBITIONS AND RECENT PCH COMMUNICATIONS

A. Chances of Winning a Prize

The Deceptive Mail Prevention and Enforcement Act: “Any matter otherwise legally
acceptable in the mails which is described in paragraph (3) is nonmailable matter [and]
shall not be carried or delivered by mail [...]

(3) Matter described in this paragraph is any matter that [...]

(i)(IX) contains a representation that contradicts, or is inconsistent with
sweepstakes rules or any other disclosure required to be made” (Section
103)

2001 Settlement Prohibitions: “PCH shall not represent to a recipient that

Q) He or she will win, is likely to win, is close to winning, or that his or her
winning is imminent;

(i) He or she has been specially selected to receive a sweepstakes entry
opportunity;

(iii)  He or she is among a select group with an enhanced chance of winning a prize,
or is more likely to win than other entrants in that group; or

(iv)  The elimination of other persons has enhanced his or her chances of winning a
prize (other than by reason of the failure of others to enter)” (Section 15, p. 8-9)

2010 Settlement Prohibition: PCH shall not use “any term that misrepresents that the
Recipient has an enhanced status or position within a Sweepstakes superior to other timely
entrants to describe any such status or position” (Section 4, p. 10)

Recent PCH Communications: Recent communications often state that an individual was
“selected to receive” a particular notice, such as a “Final Step Notice,” and must take action to
secure “an entry on the winner selection list.”*® The statement that a consumer was “selected to
receive” a communication appears inconsistent with the prohibition in subparagraph (ii) of the
2001 settlement. The reference to a “final step” and the use of the term “winner selection list”
may send messages that appear contrary to subparagraph (iii).

Other communications reference a “final winner selection list” [emphasis added]. For example,
one such communication—titled an “Official Notice of Imminent Winner Selection”—explains
that, upon timely reply, a consumer’s forthcoming prize number “will be added to the final

18 See, e.g., Exhibit A




winner selection list making it fully eligible to win our [...] Prize.”*° Despite the use of this
stronger language, which sometimes appears in PCH communications as the date on which the
prize will be awarded draws near, there appears to be no substantive difference between the
winner selection list and final winner selection list; both appear to refer to the same thing, which
is simply the pool of timely entries, all equally eligible to win.

Similarly, another communication explains “the name ‘[Redacted]’ could be the name which
we end up filing as our big winner. | say that because the Prize Number we're about to issue
solely to you is fully valid and eligible to win $7,000.00 A Week For Life.” The communication
directs the recipient to review a “Declaration of Eligibility,” which is the statement a winner
must review and sign upon receiving his prize to verify that neither he nor anyone in his
immediate family is an employee of PCH. ? Referencing a “fully valid and eligible” prize
number, which may seem to distinguish this prize number from others, and essentially asking the
consumer to confirm that he or she is eligible to accept a sweepstakes prize, may send messages
that the recipient is somehow close to winning—or at least more likely to win than other
entrants.

Numerous other PCH solicitations relay messages that may lead a recipient to believe he or she
is close to winning, especially when their cumulative effect is considered. For example, a
mailed letter reads: “I hope this letter finds you and your family well, because | have fantastic
news! [...] Now, I’m writing to you today [Name Redacted] because, based on a recent series of
events, you could become the winner of this life-changing prize.”?* The letter is accompanied by
an insert of “Stay Rich Tips for New Winners,” which the insert explains are provided by PCH to
new winners; the tips tell recipients to “buy and spend smart” and “contact a reputable
accountant or financial advisor.”??

The examples in the following section, Individualized Attention, also appear inconsistent with the
settlement prohibitions outlined in this section.

19 Exhibit B
20 Exhibit C
21 Exhibit D
22 Exhibit E




B. Individualized Attention

2001 Settlement Prohibitions: “PCH shall not misrepresent that the recipient is receiving
individualized attention from PCH in connection with winning a prize” (Section 15, p. 9)

PCH shall not represent “that the Prize Patrol is coming to the Recipient’s house to award a
Prize, or us[e] the Prize Patrol or any reference to the prize patrol to Misrepresent

(a) that the Recipient is receiving individualized attention from PCH in connection
with winning a prize,

(b) that the Recipient’s winning is imminent,

(c) that the Recipient is more likely to win than is in fact the case, or

(d) that the Recipient is among a select group with an enhanced chance of winning a
prize” (Section 15, p. 11)

Recent PCH Communications: Several solicitations incorporate detailed maps of the
recipient’s neighborhood, along with, for example, a statement that the prize is “approved for
delivery.” One of these solicitations also states that a set of information “has been confirmed in
your file at PCH Headquarters” and will be used if the recipient is selected as the winner. The
information includes the specific names of a local florist and local hotel, and the Prize Patrol
status is identified as “On Standby for delivery.”?* A similar communication also includes
directions from the florist to the recipient’s home, along with a list of local media contacts.?

A video that appears in the midst of an online sweepstakes communication includes personalized
messages from two PCH employees. The use of technology and clever editing allow the
employees to seemingly address the recipient by name—as if the video was specifically recorded
for that individual. The video includes a message from Danielle Lam, a member of the PCH
Prize Patrol, which is the group that delivers prize money to sweepstakes winners. She says, “Hi
[Name Redacted]. | have great news: our contest files show us that you want to win” and then
explains that following the video the recipient may enter for another chance to win. ® The use of
technology to present what some may interpret as a highly personalized message and the
reference to the recipient’s file at PCH headquarters, which the recipient is told somehow
demonstrates a desire to win, may lead consumers to believe they are receiving individualized
attention from PCH in connection with winning a prize. These examples also may raise concerns
regarding representations related to the odds of winning a prize, which are discussed in the
previous section, Chances of Winning a Prize.

2 Exhibit F
24 Exhibit G

% Video accessed through Publishers Clearing House solicitation 13496 AUHD, Received Nov. 28, 2013 and
accessed Nov. 30, 2013. Also viewed February 24, 2014.




2001 Settlement Prohibitions: PCH shall not represent “that the Recipient is the only
person, or is one of only a few persons, to whom the communication has been delivered,
when such is not the case, or [...] that the group of persons to whom the communication
has been delivered is smaller than it actually is” (Section 15, p. 12)

Recent PCH Communications: As noted, PCH solicitations often explain that the recipient
was “selected to receive” a communication, which some may perceive as a statement that the
recipient is among a chosen group—or at least that many similarly situated subscribers did not
receive the solicitation, even though it appears these are often mass mailings. %

A PCH solicitation explains that “Verified Prize Level Statistics” show that, by accepting the
“adjustment” available in the solicitation, the recipient’s entry “would be among less than 1%
eligible to win.”?" This statement may be misleading, because some consumers may conclude
that responding will leave them with substantially better odds of winning a prize as compared to
other entrants due to PCH eliminating other entries. The rules governing PCH winner selection,
however, include the fact that all timely received entries for a particular drawing are equally
eligible to win. %%

PCH explained to the Committee that the one percent referred to “entries in the giveaway
eligible to win the elevated prize of $6,750” and PCH based this statement on an understanding
that the number of respondents to this particular solicitation “was statistically expected to be less
than 1% of the total number of entries in the giveaway.” ** The text of the communication,
however, explains that “less than 1% of all entries for this giveaway — are authorized to go for
this Elevated Level weekly payout [. ...] Recipients of this Notice, like you, are already
authorized to go for this ELEVATED prize level payout.” This statement does not appear
entirely consistent with PCH’s explanation, which stated that the one percent referred not to how
many entrants were afforded an opportunity to enter—which the e-mail seems to indicate—Dbut
rather to how many of those entrants PCH expected to provide a timely response to that
opportunity.

% Exhibit A

27 Exhibit H

% PCH, Winner Selection Methodologies (online at http://info.pch.com/consumer-information/winner-selection-Ibr-
gmethodologies).

 This solicitation also appears inconsistent with Section 17 of the 2001 Consent Agreement, which states that
“PCH shall not Represent that a Sweepstakes Prize will or may be awarded in a non-random manner or that any
entry has, will have, or may have any advantage over other timely entries in a Sweepstakes.”

%0 Appendix 3, Letter from Harold William Low, PCH Senior Vice President & General Counsel, to Joel Eskovitz,
Aging Committee Majority Chief Counsel (Feb. 7, 2014).




C. Relationship between the Sweepstakes and Placing an Order

The Deceptive Mail Prevention and Enforcement Act: “Any matter otherwise legally
acceptable in the mails which is described in paragraph (3) is nonmailable matter [and]
shall not be carried or delivered by mail [...]

(3) Matter described in this paragraph is any matter that--[...]

(i))(1) does not contain a statement that discloses in the mailing, in the rules,
and on the order or entry form, that no purchase is necessary to enter such
sweepstakes;

(1) does not contain a statement that discloses in the mailing, in the rules,
and on the order or entry form, that a purchase will not improve an
individual’s chance of winning with such entry; [...]

(V1) represents that individuals not purchasing products or services may be
disqualified from receiving future sweepstakes mailings” (Section 103)

2001 Settlement Prohibitions: “PCH shall not Represent that a purchase is necessary to
enter or win a Sweepstakes or that ordering improves the Recipient’s likelihood of
winning. Without in any way limiting the scope of the foregoing, the following acts and
practices are deemed to violate this provision:

(a) Representing that an Order or a person’s Order history has resulted in, will result
in, or may result in any special, different, or enhanced status in a Sweepstakes or
with PCH relating to a Sweepstakes. [...]

(c) Representing that a person’s ordering history enhances the likelihood of winning,
such as through report cards, performance reviews, and winner profiles” (Section
20, p. 14-15)

Recent PCH Communications: The investigation by PSI in the late 1990s found that
sweepstakes marketers used “deceptive language to entice consumers into making purchases of
products that they neither need nor want.”®* The state Attorneys General also identified this
practice in their consent agreements. PCH solicitations often send what may be confusing—if
not misleading—messages regarding the connection between the sweepstakes and placing an
order. For example, when clicking through pages of products for sale to reach the page on which
the consumer can confirm an entry into the sweepstakes, a box appears that states “A No Order

#1 U.S. Senate Committee on Governmental Affairs, Report to Accompany S. 335 (S. Rept. 106-102) (July 1, 1999),
pg. 7

10




on File!” The consumer is told that his or her customer status will be upgraded if he or she
places an order.

Other notices, also appearing in the midst of entering a sweepstakes and usually accompanied by
lists of products for sale through PCH, read: “Order History Review: No Order Ever Placed”®
and “WAIT! We See That You ARE NOT PLACING AN ORDER!”3* Another pop-up shows
an order status meter, indicating that a consumer will derive “special customer benefits” from
placing an order and warning “others are certain to claim” these benefits.*® Immediately below a
list of winners from the recipient’s local area, a communication states “Order today, and we will
Update Your Order Status” and “We Are Waiting to Hear From You!”** An envelope used for
mailing in a sweepstakes entry includes a detachable notice on the envelope flap that must be
removed before using the envelope, which reads “OOPS! Did you forget to place an order?”*’

A communication already discussed above first asks consumers to review a form that prize
winners must sign to confirm that neither they nor their relatives work for PCH and then informs
the recipients that their “order activity will be reviewed weekly.” This notice appears
immediately after the consumer reviews the eligibility document and before the consumer is
directed through pages of product listings, which must be reviewed before confirming a
sweepstakes entry.®

These warnings or notices regarding placing an order usually clarify, typically in smaller font,
that the benefits gained by placing an order are simply the customer benefits that PCH affords to
all its customers, such as the 100 percent satisfaction guarantee and “fast and convenient order
processing.”*® However, some reasonable consumers faced with various notices and warnings
about their order histories—notices and warnings that typically appear in the midst of entering a
sweepstakes—may assume these messages are connected to the consumers’ entry into the
sweepstakes. In other words, they might assume that, as the settlement states, a purchase “may
result in [a] special, different, or enhanced status in a sweepstakes.”

Another e-mail communication tells the recipient: “Place any order from this Notice and your
Customer rewards will begin INSTANTLY.” These rewards include “Continued recognition as

%2 Exhibit |

% Exhibit J

% Exhibit K

% Exhibit L

% Exhibit M

%7 Exhibit N

% Exhibit C

¥ See, e.g., Exhibit K and Exhibit M
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a top customer on file”—the meaning of which is not clear. The communication also contains a
message about a customer-only sweepstakes, explaining that the recipient will “be in the running
for a $100,000.00 Customer Loyalty Prize from Gwy. No. 2224 provided [he or she] respond[s]
by the 12/9 (11:59PM, ET) entry deadline.”* The side-by-side mentions of the need to make a
purchase in order to secure recognition as a top customer and the availability of a sweepstakes to
those who previously made purchases from PCH and who respond to the notice may lead
recipients to believe these two messages are linked.

In a mail solicitation, the sweepstakes “entry-order document,” which is the focal point of any
PCH mailing and the standard method by which a consumer enters a PCH sweepstakes through
the mail, explains “to validate ALL EIGHT (8) Prize Numbers, you MUST RETURN this form
by the 11/11/13 EARLY DEADLINE!” ** Another insert in this mailing states: “Order today to
avoid forfeiture of your bonus points!”** It is unclear from the communication what these bonus
points entail, but they appear to only be available to those who place an order. Another
document also references the availability of an upgraded prize. Importantly, the entry-order
document also reads: “This form for orders only. If not ordering, see official rules for entry
details.”

The reference on the entry-order document to the official rules appears intended to direct the
customer to a separate insert, which mentions, in small font, the fact that the recipient can also
enter over the phone.”® Not only is this explanation not easy to find, but entering over the phone
is far less engaging than using the entry-order form, which requires the consumer to affix “a
prize number validation label” and offers the customer the chance to win an additional $1,000 by
playing PCH Poker, a game that appears on the back of the entry form. Furthermore, it is not
clear whether entering over the phone will allow the customer to play the PCH Poker game or
claim the full eight entries, the upgraded award, or the bonus points. Multiple messages
contained in this single form may lead the recipient to believe that placing an order will further
the recipient’s chances of winning.

“0 Exhibit O
“! Exhibit P
“2 Exhibit Q
* Exhibit R
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D. Losing Previous Sweepstakes Entries

2001 Settlement Prohibitions: “PCH shall not Represent that the Recipient’s failure to
respond to a communication will or may result in the forfeiture or other loss of any
previous valid entry or loss of any Prize to which the Recipient is or may be entitled, or
Misrepresent that failure to timely return an entry will or may result in a loss of
opportunity to enter the same Sweepstakes by response to another mailing or by an
alternative method of entry” (Section 21, p. 16)

Recent PCH Communications: PCH communications frequently warn the recipient that he or
she is at risk of disqualification. For example, one e-mail communication, with the subject
“Disqualification Warning,” explains “Final & Only Call [...] Your Lifetime Prize Number is in
Danger of DISQUALIFICATION!"** A careful reading suggests that, perhaps
counterintuitively, “disqualification” refers to the notion that if the recipient does not respond to
this solicitation, he or she will not be permanently assigned the prize number available through
this solicitation. In other words, it appears to be a convoluted way of stating that he or she will
not be eligible to win if he or she does not enter.

Solicitations also often reference forfeiture. For example, one headline reads “Action Required
to Avoid Forfeiture.”* After a careful reading, it seems the use of the word forfeiture again
merely refers to the fact that, if the recipient does not enter, he or she forfeits any claim to
whatever money he or she might have won from that missed entry. A common-sense
understanding of words like “disqualification” and *“forfeiture,” and the extent to which the
meaning of these words as used by PCH is often hidden in the solicitation’s smaller text and
filled with PCH’s technical terms, may lead reasonable consumers to conclude that they refer to
previous entries.

Similarly, another solicitation states: “WARNING! You have a recent entry on file — thank you.
But please note: failure to respond to this Notice will automatically activate this WAIVER.”*
Again, the common-sense reading of this solicitation—the mention of a recent entry and the
possibility of waiver in the same sentence—may lead reasonable consumers to believe a failure
to respond could result in the forfeiture of previous valid entries.

Even before a consumer takes any affirmative action in connection with a particular sweepstakes
entry opportunity, PCH sometimes “provisionally” places a “Prize Number” on the “Winner
Selection List.” PCH then directs the recipient to validate this entry to retain its placement on

# Exhibit S
* Exhibit T
46 Exhibit U
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the list.*” Some solicitations reference multiple prize numbers that are all at stake if the recipient
does not respond; one solicitation, for example, says eight prize numbers must be validated.*®
Those who do not understand the unusual way in which PCH sometimes conducts its entry
process may assume this provisional placement stems from the recipient’s previous entry—and
conclude that the previous entry’s status is at stake. In fact, this may be the more logical reading
of these messages.

E. Representations of Luck

2001 Settlement Prohibitions: PCH shall not use “a scratch-off device that reveals
information Representing that the Recipient was lucky to receive the scratch-off device, or
that the information communicated by the device is determined by luck, when in fact all or
substantially all recipients received scratch-off devices bearing the same or substantially
the same information”

Similarly, PCH is prohibited from “Representing that the recipient is lucky or is on a lucky
streak” (Section 15, p. 12)

Recent PCH Communications: PCH continues to use scratch-off tickets that may imply
various outcomes are possible, even though it appears that, in at least some cases, a substantial
majority of tickets reveal the most desirable outcomes. For example, the “PCH Money Tree
Ticket” appears to always reveal the highest available prize of $500.%° In addition to the $500
prize opportunity, the “Money Tree” tickets reviewed by Committee staff also displayed a $100
prize value, which would seem to suggest that this is a possible outcome. According to the fine
print in PCH’s Sweepstakes Facts for this giveaway, however, the only available prize appears to
be a $500 prize. Additionally, the language on the scratch-off card explains that the card simply
entitles the recipient to an “opportunity to win this [...] prize.” The language and presentation
may not only lead some recipients to believe they were lucky to get the $500 prize value, but
may also lead them to believe they have won this prize—and not just an entry into a
sweepstakes.

Another card, which explains that the recipient may win “up to $500,” also may suggest multiple
prizes are available, including prizes of $100, $200, $300, $400, and $500.*° The Sweepstakes

4 Exhibit D
8 Exhibit V

9 Exhibit W (On the “Money Tree” card, the Giveaway #3887 appears. According to the Sweepstakes Facts for
Giveaway #3887, this giveaway involves one prize of $500.)

%0 Exhibit X (On the “Unwrap the Cash” card, the Giveaway #3974 appears. According to the Sweepstakes Facts
for Giveaway #3974, this giveaway involves two prizes: one at $400 and one at $500.)
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Facts indicate that the giveaway only involves prizes of $400 and $500; thus, it appears all
players reveal one of the two most desirable prizes.

The basic understanding of scratch-off tickets that many consumers will bring to these games—
especially the assumption that not every ticket reveals one of a few, seemingly winning,
outcomes—may lead some recipients to believe they were lucky to reveal a particular result.

PCH also occasionally offers online scratch-off games. For example, after the recipient enters a
sweepstakes, the recipient is told that he or she has qualified for an additional bonus called
“Lucky 7’s,” which offers the opportunity to “win up to $100,000.” The recipient is asked to
click a button to uncover three matching prize amounts. ** According to PCH, no entry in the
“Lucky 7’s” game reveals a non-winning outcome. Instead, every entry reveals an opportunity
to win between $80,000 and $100,000; and 80 percent of recipients receive the largest prize
opportunity of $100,000.%

F. Required Disclosures

The Deceptive Mail Prevention and Enforcement Act: “Any statement, notice, or
disclaimer required under paragraph (3) shall be clearly and conspicuously displayed”
(Section 103)

2001 Settlement Provisions: The Sweepstakes Facts Disclosure must appear clearly and
conspicuously “in all personalized Sweepstakes Communications containing Sweepstakes
entry opportunities or offering Merchandise for sale” (Section 24-26, p. 17-20)

“This agreement shall apply as fully as practicable to communications via the Internet,
including E-mail and Internet web pages. To the extent that placement or formatting
requirements for certain disclosures imposed herein cannot be complied with in this
electronic medium, the following provisions will control:

a. In Sweepstakes Communications containing an entry opportunity delivered via E-
mail, the disclosures required in paragraph 24 above and set out in Exhibit A shall
be made in the text of the E-mail itself...” (Section 29, p. 21)

Recent PCH Communications: There are numerous instances of personalized e-mail
communications containing information about a sweepstakes opportunity in which the
Sweepstakes Facts Disclosure®® does not appear in the e-mail.>*

> Exhibit Y
°2 Appendix 3, Letter from H. Low to J. Eskovitz (Feb. 7, 2014).

>3 See Exhibit Z for example of Sweepstakes Facts Disclosure
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In addressing one such communication,®® PCH explained to the Committee that “the e-mail in
question does not contain an entry opportunity, and recipients cannot enter the sweepstakes from
the e-mail.”*® Based on this statement, it appears PCH interprets an “entry opportunity” in the
context of e-mail to include only e-mails through which the consumer can finalize a sweepstakes
entry—in other words, an e-mail that offers an option to enter a sweepstakes with a single click.
This is a narrow reading of this provision of the Consent Agreement. A broader reading of
“entry opportunity” would include e-mail communications that contain information about the
opportunity to enter a sweepstakes along with a link through which the consumer initiates the
process of entering the sweepstakes, even if it does require the consumer to click through several
web pages to complete the entry.

The Deceptive Mail Prevention and Enforcement Act required similar disclosures in sweepstakes
mailings. According to PSI’s report on the law, requiring disclaimers to appear in “locations in a
sweepstakes promotion most likely to be read by the recipient [would] ensure that this key
message reaches consumers...”>’

2001 Settlement Prohibitions: PCH shall not use “A request for information concerning
the Recipient’s preferences regarding characteristics of the Prize to be awarded, such as the
color of a vehicle unless:

(1) Either (a) such information is actually recorded and used by PCH or (b) the
response to the request is clearly optional, and

(2) Such request is presented in such a manner that it (a) is clearly being made of
all Recipients of the communication, (b) does not Misrepresent the Recipient’s
chances of winning, and (c) includes the Clear and Conspicuous statement “You
Have Not Yet Won. We Don’t Know Who the Winner Is” (Section 15, p. 10)

“*Clear and Conspicuous’ means readily understandable and presented in such size, color,
contract, location, and audibility, compared to other matter with which it is presented, as to
be readily noticed and understood” (Section 10, p. 4)

Recent PCH Communications: PCH frequently presents disclosures in a manner that raises
questions concerning its compliance with the requirement that they be displayed clearly and
conspicuously. For example, when asking for the recipient’s preferences regarding prize
characteristics, PCH must “clearly and conspicuously” disclose “You Have Not Yet Won. We

% See, e.g., Exhibit AA and Exhibit BB

% Exhibit CC

% |_etter from H. Low to J. Eskovitz (Feb. 7, 2014).

>" Committee on Governmental Affairs, Report to Accompany S. 335, pg. 10.
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Don’t Know Who the Winner Is.” PCH also must make clear that the request is being made of
all recipients of the communication. Both disclosures, however, often appear in relatively small
and plain font—amidst a host of large and colorful graphics, images, and fonts.>®

In addressing the Committee’s concerns regarding the “You Have Not Yet Won” disclosure,
PCH explained that the required disclosures “appear in bolded capital letters immediately above
[the submit entry button], a location that [PCH] believe[s] is ‘unavoidable’” in accordance with
guidance provided by the Federal Trade Commission.>®

V. CONCLUSION

Committee staff’s review of hundreds of PCH solicitations raises serious questions regarding
whether—despite its history with Congress and law enforcement—PCH is still employing much
of the very same messaging that drew the attention of Congress and law enforcement in the first
place. In the face of numerous settlement provisions aimed at eliminating any representation that
a consumer is in some way better positioned than other entrants to win or that the consumer’s
sweepstakes entry may somehow be affected by his or her history of orders from PCH, dozens of
recent PCH communications incorporate messages that may lead reasonable consumers to
believe exactly that. Recent communications also may push the boundaries of settlement
provisions dealing with representations of luck, losing previous entries, individualized attention,
and disclosures. Similarly, some communications raise concerns regarding compliance with
provisions of the Deceptive Mail Prevention and Enforcement Act. Given the shift to electronic
communication that has occurred since the passage of the Deceptive Mail Prevention and
Enforcement Act and efforts of state Attorneys General, this report concludes that it may be
appropriate for Congress to consider legislation that would better protect consumers in the realm
of e-mail and online communications.

% See, e.g., Exhibit CC

%% Letter from H. Low to J. Eskovitz (Feb. 7, 2014). PCH’s response references the Federal Trade Commission’s
March 2013 “Dot Com Disclosures” Guidance (online at http://www.ftc.gov/news-events/press-
releases/2013/03/ftc-staff-revises-online-advertising-disclosure-guidelines).
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Report of Anthony Pratkanis Requested by the U.S. Senate Special Committee on
Aging in Regards to Marketing Efforts by Publishers Clearing House

The purpose of this report is to respond to the U.S. Senate Special Committee on Aging request to assist
in a review of recent promotional materials distributed by Publishers Clearing House. Specifically, | was
asked to lend my expertise to:

“the evaluation of the messages contained in these materials — as they would be interpreted by
their targeted audiences, including senior citizens—with a particular focus on messages related
to a consumer’s prospect of winning and/or suggestions that consumer should place an order.”

The Special Committee on Aging supplied a set of communications from Publishers Clearing House,
which | subsequently read and reviewed.

As way of background, | am an experimental social psychologist, having obtained my Ph.D. in social
psychology from the Ohio State University in 1984, and am currently a professor of psychology at the
University of California at Santa Cruz. My primary area of research and study is social influence and
belief formation, including mass communications, deceptive advertising, sales practices, and economic
fraud. | have authored or co-authored over six dozen scholarly articles and other publications dealing
with these and related topics. Among these publications are books entitled Age of Propaganda (2001),
which deals explicitly with mass media and the formation of belief and Weapons of Fraud (2006), which
describes the influence tactics used by fraud criminals. In 2001, | was called as an expert witness by the
State of Oregon to testify in their case against Publishers Clearing House. The Appendix contains a copy
of my vita, which more fully sets forth my credentials and publications.

In conducting the review and assessment requested by the U.S. Senate Special Committee on Aging, |
based my findings and conclusions on the scientific work in the field of consumer behavior and on the
related field of the science of social influence (Cialdini, 1984; Pratkanis, 2006; 2007). This body of
knowledge allows us to conduct a social influence analysis in order to specify the social influence and
persuasion tactics being used in a marketing communication and thus understand what message a
reasonable consumer is likely to take away from the communication and how consumers process
information — for example, a disclaimer —in the sales situation.

The following is a summary of my analysis of the Publishers Clearing House materials.

1. The use of sweepstakes as a promotional tool in marketing. Businesses sometimes use sweepstakes
to market their products. Typically, such sweepstakes are limited in duration and focus and are used to
obtain such goals as (a) creation of a contact or mailing list (e.g., a local business running a drawing to
gather names and addresses; in such cases repeat entry is not seen as a positive) and (b) gain attention,
interest, and excitement to induce readership of an ad or a visit to a store or website (e.g., McDonald’s
Monopoly Game; HGTV’s Dream Home). The reason marketers often limit the duration and focus of
sweepstakes as a promotional tool is because, in addition to cost, sweepstakes tend to undermine the
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goal of branding — consumers read an ad, visit a store, or make a purchase because of an extrinsic
reward (sweepstakes participation) as opposed to intrinsic reasons (the quality of the brand).
Consumers obtained via sweepstakes promotions are often poor long-term prospects (see Stone, 1984,
p. 64; Hatch & Jackson, 1998, pp. 316-317).

In contrast, Publishers Clearing House uses sweepstakes extensively to promote and sell its products.
Indeed, the Publishers Clearing House brand is synonymous with “sweepstakes.” Publishers Clearing
House uses sweepstakes to gather a list of contacts who are then repeatedly asked to make more
sweepstakes entries. Publishers Clearing House continually uses sweepstakes to drive interest in their
products such as magazine subscriptions and merchandise. In such cases Publishers Clearing House uses
their sweepstakes to differentiate itself from competitors since magazine subscriptions are generally a
commodity (same offer given via multiple sources).

2. Sweepstakes and deceptive marketing practices. A sweepstakes potentially becomes an illegal
lottery if the consumer must provide a consideration (such as money or make a purchase) in order to
enter the sweepstakes (Baier, 1983). Thus, to meet this legal requirement, businesses provide easy
mechanisms for entering a sweepstakes that do not require a purchase.

A marketing communication about a sweepstakes can also be deceptive if a reasonable consumer (those
who are targeted by the communication) understands the communication as saying or implying that a
purchase is needed to win a sweepstakes or a purchase increases the chances of winning. This would be
deceptive because a purchase does not increase the chances of winning (else it would be an illegal
lottery).

The Direct Marketing Association — the leading global trade association of businesses and nonprofit
organizations using direct media to communicate and sell to consumers -- provides guidelines for the
responsible use of sweepstakes in marketing in Articles 22 to 27 of the Direct Marketing Association
Guidelines for Ethical Business Practices. The practices encouraged by the DMA include: (a) clearly
state that no purchase is required to win sweepstake prizes and (b) do not represent that those who
make a purchase have a better chance of winning.

3. How Publishers Clearing House sells merchandise. A social influence analysis of Publishers Clearing
House’s past and current marketing practices reveals four primary communication goals of their
marketing efforts.

First, Publishers Clearing House creates a sense of urgency to motivate the consumer to perform desired
actions. For example, communications from Publishers Clearing House state: “Disqualification
Warning,”; “Final & Only Call [...] Your Lifetime Prize Number is in Danger of DISQUALIFICATION!";
“Action Required to Avoid Forfeiture”; and “WARNING! You have a recent entry on file — thank you. But
please note: failure to respond to this Notice will automatically activate this WAIVER.” These
statements encourage a consumer to take action (such as go to a web page) to prevent the loss of
something of value.
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Second, Publishers Clearing House seeks to place the consumer in “the winning moment.” In other
words, they seek to have the consumer imagine winning the sweepstakes in order to further motivate
desired actions. Publishers Clearing House does this by having a consumer sign a declaration stating
that he or she is eligible to win a prize, providing materials such as “Stay Rich Tips for New Winners,”
and supplying detailed maps along with information about local florist and hotels to suggest that the
“Prize Patrol” is coming to the consumer’s area.

Third, Publishers Clearing House’s marketing encourages customers to establish a special relationship
with Publishers Clearing House by engaging in desired activities including purchasing magazines and
merchandise. For example, one communication encourages a consumer to accept an “adjustment” that
would then put the recipient’s entry into a special category that “would be among less than 1% eligible
to win.” Another communication in the form of an Internet pop up shows an order status meter to
indicate that a consumer will derive “special customer benefits” from placing an order. Publishers
Clearing House also implies that this relationship will be monitored by Publishers Clearing House with a
communication that states: “order activity will be reviewed weekly.” One consequence of not ordering
can result in the loss of bonus points: “Order today to avoid forfeiture of your bonus points!” (with the
meaning of bonus points left vague). Another communication presents a video that calls the targeted
consumer by name and states that Publishers Clearing House’s files show that the customer wants to
win; this is followed by a merchandising messaging encouraging purchase.

Fourth, Publishers Clearing House’s communications emphasizes that there is an obligation to make a
purchase as part of participating in a sweepstakes. For example, one of Publishers Clearing House’s
current marketing communications puts it succinctly: “... the Prize Patrol can continue to give away
fabulous prizes only as long as people like you take advantage of our fabulous deals!” Other
communications remind the consumer of her or his order status immediately before entering the
sweepstakes with statements such as: “Order History Review: No Order Ever Placed” and “WAIT! We
See That You ARE NOT PLACING AN ORDER!” Another communication places this reminder next to a list
of winners from the recipient’s local area: “Order today, and we will Update Your Order Status.”

4. Publishers Clearing House and past legal action. Marketers often use persuasion and social
influence tactics in a non-deceptive manner to sell their product. Marketing communication goals such
as creating urgency, imagining product benefits, and establishing relationships with consumers are
commonly used by marketers and can be used in a fair, non-deceptive manner. However, in the late
1990s, the United States Senate Committee on Governmental Affairs’ Permanent Subcommittee on
Investigations and the Attorneys General of the majority of states became concerned that Publishers
Clearing House’s marketing practices had a tendency and capacity to deceive by conveying a message
that ordering magazines and other merchandise would increase the odds of winning. For example, a
consumer may be misled to the extent that he or she is led to believe that a purchase is needed to
establish a special relationship with Publishers Clearing House and that those with a special relationship
would be among the sweepstakes prize winners. Thus, there is urgency to act and purchase because the
consumer is close to winning the prize (as indicated by such activities as the prize patrol lining up florists
and hotels in the area).
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As a result of their concerns, various state Attorneys General engaged in litigation against Publishers
Clearing House resulting in three settlements with Publishers Clearing House (2000, 2001, and 2010). In
addition to monetary awards, Publishers Clearing House agreed in 2001 and 2010 to various changes in
their solicitations to consumers. Some of these requirements (among others) include: (a) prohibiting
the representations that a customer may be or may become a winner or is likely or close to winning, (b)
disallowing statements linking purchasing to winning and giving the impression that the purchaser has
an advantage in the sweepstakes, (c) proscribing messages suggesting the loss of previous entries unless
an action is taken, (d) requiring a disclosure in a clear and conspicuous manner of sweepstakes
information including a Prize Data Grid and Sweepstakes Facts (such as “Enter for free.” and “Buying
won’t help you win.”), and (e) maintaining a demarketing program for heavy purchasers of Publishers
Clearing House subscriptions and merchandise.

From the perspective of a social influence analysis, the requirements in these agreements would help
reduce the chances that a reasonable consumer would be misled by a Publishers Clearing House
communication and thus results in a fair and level playing field for competing businesses.

5. Concluding Summary. After reviewing the documents representing Publishers Clearing House’s
current marketing effort provided by the U.S. Senate Special Committee on Aging, | share the
Committee’s concern that there appears to be messages that may mislead or confuse a consumer about
her or his chances of winning a prize (imagining the winning moment), that the consumer is receiving
special attention and has or should have a special relationship with Publishers Clearing House, and that
there may be a relationship between purchasing and winning a prize.
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA
THIRD JUDICIAL DISTRICT AT ANCHORAGE

STATE OF ALASKA, )
)
Plaintiff, )
v. )
)
PUBLISHERS CLEARING HOUSE, ) CONSENT JUDGMENT
)
)
Defendant. )
Pa W I [ﬂ ]
Case No. 3AN 00- /cIv
PREAMBLE

Plaintiff, State of Alaska (hereafter “State™), has filed a complaint against
Defendant Publishers Clearing House, charging Publishers Clearing House with engaging in
unfair or deceptive trade practices in violation of Alaska’s Unfair Trade Practices and
Consumer Protection Act, Alaska Statutes 45.50.471 et seq.

Defendant Publishérs Clearing Housg has waived formal service of a Summons
and Complaint.

Plaintiff has appeared by and through its attorneys, Bruce M. Botelho, Attoney
General, and Julia Coster, Assistant Attorney General.

Defendant has appeared by and through its attomeys Kenneth P. Eggers, Esq.,
Groh Eggers, LLC, 3201 C Street, Suite 400, Anchorage, AK 99503-3934.

Plaintiff and Defendant have agreed on a basis for settlement of all matters
alleged in the complaint and to the entry of this Consent Judgment against Defendant without
the need for trial or adjudication of any issue of law or fact.

Defendant, by entering into this Consent Judgment, neither admits nor denies the
allegations of the complaint.

Defendant recognizes and states that this Consent Judgment is entered into
voluntarily and that no promises have been made by the Attorney General’s Office or any

member, officer, agent or tepresentative thereof to induce them to enter into the Consent

1
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Judgment, except as provided herein.

Defendant further agrees that they will not oppose the entry of this Consent
Judgment on the grounds that it fails to comply with Rule 65 (d) of the Rules of Civil
Procedure, and hereby waive any objections based thereon.

I. GENERAL PROVISIONS

A, Jurisdiction and Venue. This court has jurisdiction of the subject matter
of this action and the parties. The Plaintiff’s complaint in this matter states claims upon which
relief may be granted under the provisions of the Unfair Trade Practices and Consumer
Protection Act, Alaska Statute 45.50.471 et seq.

B. Defendant. For Purposes of this Consent Judgment, the term
“Defendant” where not otherwise specified shall mean Publishers Clearing House.

C. No Endorsements. Under no circumstances shall this Consent Judgment

or the name of the State of Alaska, the Office of the Attomey General, the Consumer protection
Section, or any of their employecs or Tepresentatives be used by Defendant, or their officers,
agents servants, employees, successors, assigns, attorneys or other persons and /or entities
acting in concert or participation with Defendant, in connection with any selling, advertising or
promotion of products or services, or as an actual or implied endorsement or approval of
Defendant’s acts, practices or methods of conducting business; provided that the foregoing is
intended to refer to governmental authorities, and shall not be deemed to prohibit references to
locations in or residents of the State of Alaska.

D. Application of Consent Judgment. This Consent Judgment shall apply to
and bind Defendant, Publishers Clearing House, and each and every entity engaged in direct
mail sweepstakes marketing in which Defendant owns or controls fifty percent (50%) or more
of the voting interest therein, and any successor or assign of all or substantially all of the direct
mail sweepstakes marketing business of PCH or any such subsidiary.

II. DEFINITIONS

A. As used in this Consent Judgment, the following terms have the

2
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following definitions:

L. The “Buying Won't Help You Win Message Title” means
the following statement: “Buying Won't Help You Win.” The “Buying Won't
Help You Win Message Text” means a statement to the effect that a recipient
will not improve his/her chances of winning through the purchase of any product
from PCH and that the recipient's chances of winning without a purchase are no
worse than the chances of one who makes a purchase. The following statement,
by way of example, would satisfy the requirements of this Paragraph: “Your
chances of winning without a purchase are just as good as the chances of
someone who buys something.”

2. A statement is “Clear and Conspicuous™ if it is readily
understandable and presented in such size, color, contrast, location, and
audibility, compared to the other matter with which it is presented, as to be
readily noficed and undersfood. If such statéiment modifies, explains, or clarifies
other information with which it is presented, it must be presented in close
proximity to the information it modifies and in a manner so as to be readily
noticed and understood.

3. “Covered Communication™ includes any communication
delivered by mail, by newspaper or magazine advertisement, or by television or
radio broadcast media by or on behalf of PCH that offers an opportunity to enter
a sweepstakes, refers to a sweepstakes, or refers to the opportunity to enter a
sweepstakes. '

4, “Do Not Contact Request” means a written or oral request
that communications not be directed to a person, whether such request is

received from the person, the person’s spouse or other family member, the

-

person's primary caregiver, guardian, comservator, attomey Or any person

holding a power of attorney. Do Not Contact Requests include such requests

3
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submitted in writing to a law enforcement agency and transmitted in wnting by
the law enforcement agency to PCH.

5. The “Enter For Free Message Title” means the following
statement: “Enter For Free.” The “Enter For Free Message Text” shall mean a
statement to the effect that a recipient need not make a purchase in order to
enter, that a method for entering without a purchase is provided in the covered
communication and that the recipient should follow the instructions on how to
enter without a purchase. The following statement, by way of example, would
satisfy the requirements of this Paragraph: “You don't have to buy anything to
enter. Just mail the Free Entry Postcard contained in this mailing or follow the
instructions on how to enter for free. You will be entered once for each prize
offered in this mailing.” The reference to the device to be used to enter without
a purchase may be modified as necessary to refer to the method provided in the
communication and to the Tnstrictions for efitfy without a purchase contamed in
the Official Rules.

6. The “Enter As Often As You Like Message Title” means
the following statement: “Enter As Often As You Like.” The “Enter as Often as
You Like Message Text” means a statement to the effect that a recipient may
enter as often as he/she likes by writing to PCH and need not wait to receive an
entry form in order to do so. The following statement, by way of example,
satisfies the requirements of this Paragraph: “You don't have to wait for-us to
mail you an entry form. You may submit .additional entries by mailing a
postcard with your name and address to [specify address]. Each time you write
to us you will be entered once in each ongoing sweepstakes. Each eniry request

must be mailed separately.”

7. “Odds of Winning,” in a sweepstakes in which the chance

of winning a particular prize depends upon the number of entries received, such
4
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as a random draw sweepstakes, or a pre-selected number sweepstakes in which
unclaimed prizes are distributed by means of a random draw, means the phrase
“1 in XXX, where XXX equals the quotient of the best estimate, based upon
prior experience with the sweepstakes or similar sweepstakes, of the number of
entries to be received during the course of the sweepstakes divided by the
number of units of the prize to be awarded. In a sweepstakes in which the
chance of winning a particular prize depends upon the size of the universe of
p.ossible winning prize claim numbers or entries, such as a pre-selected number
sweepstakes in which unclaimed prizes are not awarded, “Odds of Winning”
means the phrase “1 in XXX”, where XXX equals the quotient of the number of
prize claim numbers from which the winning prize claim numbers are selected
or the best estimate of the number of entry opportunities to be distributed during
the course of the sweepstakes, whichever is larger, divided by the number of
units of thé prize to be awirded. For purpode§ of this Paragraph each chance to
win contained in a communication constitutes a separate entry.

8. “Official Rules” means the formal printed statement,
however designated, of the rules for a sweepstakes appearing in a
communication. The Official Rules shall be prominently identified, and all
references to them in the communication shall consistently use the designation
for the Official Rules that appears in such communication.

9. “Order” includes any order of a product or -other
agreement to buy or lease a product, without regard to whether the order or
agreement is accompanied by payment.

10. “PCH"” shall mean Defendant Publishers Clearing House
and those parties set forth in Paragraph I(D) above.

11.  “Preselected Number Sweepstakes™™ means a sweepstakes

in which the winner is to be determined on the basis of an entry bearing a unique
5
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number assigned to the entrant which matches a number selected in advance as
the winning number for the sweepstakes.

12. “Promptness Sweepstakes” means a sweepstakes in which
the winner is to be determined from among the other entrants in the sweepstakes,
in whole or in part, on the basis of the promptness of his or her entry.

13.  “Random Drawing Sweepstakes” means a sweepstakes in
which the winner is to be determined on the basis of a random selection from
among eligible entries at the end of the sweepstakes.

14. A statement is “Readily Understandable” if it is expressed
in such common words, phrases or expressions, used in accordance with their
common or ordinary usage and meaning, as to be casily understood.

15.  “Representation” includes express statements and the
implications and inferences to be drawn from those statements in the context in
which they appear. A repfesentation may b made in writing, orally, by means
of graphic symbols or elements, including but not limited to coded stamps, seals
and colors, or in any other manner capable of conveying meaning. In
determining the express or implied meaning of a representation that appears
from the outside of a mailing envelope, only matter visible without opening the
envelope will be considered.

16.  “See Official Rules for Details Message” means a
statement to the effect that additional details are contained in the Official Rules.
Any such statement will refer to the Official Rules in terms that are consistent
with the designation of the Official Rules in the communication in which it
appears.

17.  “Sweepstakes” means any contest, giveaway, drawing, or

other enterprise or promotion in which items are awarded to participants by

chance or random selection.
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18.  “Sweepstakes Prize” or “Prize” means an item or cash
amount awarded in a sweepstakes. It does not include one or more similarly
valued items or items or cash amounts of nominal value that are distributed to all
or substantially all recipients of a covered communication.

19.  The “You Have Not Yet Won Message Title” means the
following statement: “You Have Not Yet an. All Entries Have the Same
Chance of Winning.” The “You Have Not Yet Won Message Text” means a
statement to the effect that the winner of the sweepstakes will not be known until
the termination of the sweepstakes. The following statement, by way of
example, would satisfy the: “No one will know who the winner is until after the
sweepstakes ends.”

II. INJUNCTIONS

A. Application of Injunctions. The injunctive provisions of this Consent
Judgment shall apply to the Defendant, Publishers ‘Clearing House, and each and every entity
engaged in direct mail sweepstakes marketing in which Defendant owns or controls fifty
percent (50%) or more of the voting interest therein, and any successor or assign of all or
substantially all of the direct mail sweepstakes marketing business of PCH or any such
subsidiary.

B. Notice. Defendant shall immediately inform cach and every entity
engaged in direct mail sweepstakes marketing in which PCH owns or controls fifty percent
(50%) or more of the voting interest therein and any successor or assign of all or-substantially
all of the direct mail sweepstakes marketing business of PCH or any such subsidiary, of the
terms and conditions of this Consent Judgment and shall direct those entities to comply with
this Consent Judgment. In addition, Defendant as described herein shall provide, upon request,
copies of the injunctive provision of this Consent Judgment to any requesting em_ployee,
representative or agent.

C. Injunctions. Defendant, Publishers Clearing House, and each and every

7
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entity engaged in direct mail sweepstakes marketing in which Defendant owns or controls fifty
percent (50%) or more of the voting interest therein and any successor or assign of all or
substantially all of the direct mail sweepstakes marketing business of PCH or any such
subsidiary are hereby permanently enjoined and restrained from directly or indirectly engaging
in the following acts or practices in the State of Alaska:

1A. PCH shall not represent in a covered communication that the

recipient has won or unconditionally will be the winner of a sweepstakes unless:

a. such person or their entry has won or will be determined
to be the winner,

b. the representation is not false, deceptive or misleading,
and

c. the prize and its value are clearly and conspicuously

disclosed in the representation itself.

1B. PCH shall not represent in a covered communication that the
reciptent I;iéy be or ﬁléyb become a wmn?:r, characterize the recipient as a
possible winner, or tepresent that the recipient will, upon the satisfaction of
some condition or the occurrence of some event or other contingency, become

the winner of a sweepstakes prize unless:

a. Such representation conveys in readily understandable
terms that the recipient has not yet won,

b. Such’ representation conveys in readily understandable
terms that the winner will not be known until some time in the future,
that the conditions necessary to become a winner have not yet been
fulfilled, or that it is not yet known whether the conditions have been

fulfilled,

c. Such representation contains within it all material
conditions needed to make it truthful and not misleading, including but
not limited to the conditions that must be satisfied in order for the
recipient to be determined as the winner. All such conditions must be:

1. stated in readily understandable terms,
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2. presented in such a manner that they are an
integral part of the representation and not separated from the
remainder of the representation by intervening words, graphics or
colors or blank space in excess of the spacing or formatting being
used within the representation,

3. made in terms, syntax, and grammar that are as
simple and easy to understand as those used in the representation,
and

4, presented in such a manner that they appear in not

less than 100% of the type size and in the same type face, color,
style, and font as the remainder of the representation.

A general representation, such as that an enfry is necessary to
win, that is clearly applicable to all recipients of the communication is

not subject to the requirements of this paragraph.

d. Neither such representation nor any conditional phrases,
terms, or statements necessary to make it truthful uses the present or past
tense in referring to the recipient as a winner, or otherwise represents that
the recipient is presently a winner or has already won.

- 1 -~

e. Such representation is not presented in such a way as to
cause a likelihood of confusion or misunderstanding as to the recipient's
status as a winner or possible winner.

2. PCH shall not, in a covered communication in which it offers one or
more items of the same or substantially the same value to all or substantially all

recipients of the communication:

a Represent that such items are prizes or awards or are
otherwise distributed by chance,

b. Use the terms sweepstakes, win, or drawing to describe
the process by which such items will be distributed or otherwise
represent that such process involves a distribution by chance, or

c, Use the terms winnet, luck, lucky, congratulations to
describe the recipient or otherwise represent that the recipient is fortunate
in having been selected to receive the item or has a special status in the
distribution. N

Subject to Paragraph III(C)(2)(a-c) above, PCH may represent that the items to

9
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be received by all timely entrants are gifts, premiums, bonuses, or terms of like
meaning and import, and may describe the actual process by which such items
are distributed in the giveaway.

3. PCH shall not represent in a covered communication that any
particular characteristic of the recipient of the communication, including any
characteristic shared with one or more past winners, indicates a greater likelihood of
winning a prize than is in fact the case.

3A. PCH shall not represent in a covered communication that any
particular characteristic of the recipient affects the likelihood of winning a prize in an
entirely random sweepstakes or that the likelihood of winning a prize therein is anything
other than random.

4. PCH shall not misrepresent in a covered communication the chances
of winning a prize. In a covered communication that contains references to more than
one prize, PCH shiall not make ‘any statement corficetning the chances of winning a prize
that, even if true with respect to another prize, is a misrepresentation of the chances of
winning when applied to that prize.

5. PCH shall not, in a covered communication, request information
or action from the recipient that would be of use or is represented as being of use in the
event the person has won a sweepstakes prize unless the recipient has been determined
to be the winner of the prize. Examples of prohibited requests inciude, but are not

limited to:
a. A request for information concerning a person's
whereabouts at the time the prize is to be awarded.

b. A request for information concemning a person's
preferences for events relating to the awarding of a sweepstakes prize.

c. A request for a person to execute a press release, publicity
document or a confidentiality agreement (other than an acknowledgment™
in the Official Rules that entry constitutes permission to use name and
likeness of the winner for publicity purposes and the like), that does or is

10
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represented to create duties or obligations or other commitments arising
out of or related to the awarding of a sweepstakes prize.

PCH may request information or action concerning a person's preferences
regarding characteristics of the prize to be awarded, such as the color of a
vehicle, provided either (i) such information is actually recorded by PCH, or (i)
the response to the request is clearly optional, or (iii) such request is presented in
such a manner that it is clearly being made of all recipients of the
communication. PCH may request information concemning the recipient's
eligibility to enter and win the sweepstakes or the completion of an entry
requirement or the use of a device that is required for entry.

6. PCH shall not represent that sweepstakes prizes are more likely to
be won by persons residing in a particular geographic location than by other persons
unless such i‘s the case.

7. PCH shall not use in a covered communication a personalized
simulated check or other péyrﬁérﬁ document, such as a depiction of a deposit slip or
electronic funds transfer receipt, to represent any sweepstakes prize that the recipient

has not already been selected to receive, in such a manner as to:

a, represent that the recipient has won, is likely to win, or
otherwise misrepresent the likelihood of the recipient winning any
sweepstakes prize, or

b. represent that an original of the simulated item actually
exists or otherwise misrepresent that the simulation is other than a
graphic representation of the prize or prizes available to the winner of the
promotional sweepstakes.

PCH shall clearly and conspicuously include on the face of any such
personalized simulated check or other payment document the You Have Not Yet
Won Message Text and, additionally, in the case of a simulated check, a
statement to the effect that it is not a negotiable instrument and has no cash_
value. The following statement, along with the inclusion of You Have Not Yet

11
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Won Message Text, by way of example, would satisfy the requirements of this
Paragraph as to any simulated check: *This is Not a Check.”

8. PCH shall not use in a covered communication a scratch card,
game piece, or other device to convey information necessary to enter a sweepstakes or
favorable information about a person’s eligibility for or status in a sweepstakes in a
manner that involves or appears to involve chance, if the same or substantially the same
information is conveyed by the device to all or substantially all persons receiving the
device. The mere use of a scratch card, game piece, or other device shall not, in and of
itself, be taken as a manner of conveying information that involves or appears to involve
chance.

8A. PCH shall not use in a covered communication a scratch card or
other device conveying information necessary to enter a sweepstakes or favorable
information about the recipient’s eligibility for or status in a sweepstakes, if the same or
substantially the $ame informatiofi is conveyed by Mié device to all or substantially all
persons receiving. the device, in a manner that does not involve or appear to involve
chance if PCH represents that the device or information involves chance, that the
recipient is lucky to have received the device or that the device or information evidences
an enhanced status in the sweepstakes.

9. PCH shall not represent in a covered communication that certain
prizes are only available to persons possessing a particular scratch card, game piece, or
other device contained in a communication unless that is the case.

10. PCH shall not represent in a- covered communication that a
person has an enhanced status in a sweepstakes or is a member of a select group ina
sweepstakes, including but not limited to representations that not all persons were sent 2

sweepstakes entry opportunity, that other persons were eliminated in any selection

process for receipt of a sweepstakes entry opportunity that included the person, or that

such person has “never been closer” to wirming. Representations that a person is a
g p

12
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finalist, has the potential to become a finalist, or is tied, or that a person is in or is
invited to enter the final round of a sweepstakes are subject to the requirements of this

Paragraph. Provided that
a. PCH may, subject to the requirements of this Paragraph,
make representations with respect to a person's being selected to receive
magazine or product offers contained within the communication, and

b. PCH may, if it offers a prize or enhancement to a prize
that is only available to a winning entrant from a specified
communication(s) or a specified group(s) to which opportunities to enter
a specific sweepstakes is offered, state that fact if such statement is not
otherwise false, misleading or deceptive, does not misrepresent the
recipient’s likelihood of winning or represent that the recipient has an
enhanced status in the sweepstakes different from other persons to whom
the prize or enhancement to the prize is offered, and clearly and

- conspicuously discloses the basis upon which such prize or enhancement
to a prize will be awarded.

This Paragraph is silent with regard to and does not address the question of
whether PCH can legally conduct a sweepstakes in which a sweepstakes prize
opportunity is only available to persons’ wid have been selected from among
those who have previously entered the sweepstakes and who constitute a
minority of those who have previously entered the sweepstakes. If PCH
conducts such a sweepstakes, the manner in which the sweepstakes is operated
may be described but the sweepstakes itself and all representations relating or
referring thereto must otherwise comply with all provisions of this Consent
Judgment and applicable state law.

11.  PCH shall not misrepresent in a personalized communication
included in a covered communication in relation to any sweepstakes, prize or entry, that
its employees or others acting on its behalf, real or fictitious, have personal feelings
concerning the recipient of the communication, including, but not limited to,
misrepresentations that they will take or refrain from taking any action relating_
specifically to the recipient, in such a way as to misrepresent the recipient's chances of

winning that sweepstakes or prize. The foregoing does not prohibit general expressions
13
pch Consent Judgment
65




PHONE: (807) 266-5100

ANCHORAGE BRANCH

DEPARTMENT OF LAW
OFFICE OF THE ATTORNEY GENERAL
1031 W. FOURTH AVENUE, SUITE 200

ANCHORAGE., ALASKA 99501

‘20
21
2
23

24

26

of good will towards or interest in sweepstakes participants or customers.
11A, PCH shall not present in a covered communication, as
personalized dramatizations of its business processes or winner selection methodologies

or otherwise,

a. fictitious conversations or meetings purporting to have
taken place and relating specifically to the recipient, including without
limitation conversations between or meetings of employees or
representatives of PCH relating specifically to the recipient, or

b. fictitious conversations or meetings purporting to be set in
the future and relating specifically to the recipient where PCH has no
expectation of such events actually occurring.

12.  PCH shall not represent that a covered communication is being
delivered by any method other than presorted standard (so-called “bulk inail”), or
whatever term is then used by the United States Postal Service to designate such
reduced rate commercial mail service, unless that is the case, or otherwise misrepresent
the manner in which it is delivéred., or use any se‘al, ﬁigm’a, reference to the Postmaster
General, citation to a federal or state statute, name of a federal or state agency,
department, commission, or program, trade or brand name or other intellectual property
controlled by a private courier or delivery service and used to designate a class or
method of delivery, or any other term or symbol, that misrepresents either the identity of
the mailer or the protection or status afforded such matter by the government.
Statements not related to the delivery or the method of the delivery of the
communication, such as references to the importance of the contents or the urgericy of
the contents of the communication, are not covered by this ngraph.

13.  PCH shall not make reference to any law or regulation pertaining
to the use of the mail which appears from the outside of an envelope in which a covered
communication delivered by mail is contained, if any such reference or statement
associated with such reference is not true or refers to penalties or criminal prosecution

14
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or if such reference is used in such a manner as to misrepresent the source of the mailing
or any governmental approval or endorsement unless such statement and/or such
placement is required by law. |

14A. All covered communications offering sweepstakes entry
opporiunities shall offer a free method of entry such as an entry postcard or some other
entry device, or permit some other free entry method, such as a toll-free telephone
number. All entry devices (other than entry devices that are used by orderers and non-
orderers alike, without distinction in the manner in which the entry device is used, and
that do not include or reference an opportunity to order magazines or products) shall
clearly and conspicuously display the Buying Won't Help You Win Text. In those cases
where the free method of entry does not involve a printed device, such as a toll-free
telephone method of entry, the instructions for the free method of entry shall clearly and
conspicuously display the Buying Won't Help You Win Text.

14B." The requisites and methods “of entry afforded to non-order
entrants pursuant to Paragraph III(C)(14A) shall be comparable in ease of use to the

requisites and methods of entry afforded to order entrants. In particular:

a. Any requirement that information be provided by non-
order entrants, including any requirement that information be hand-
written, shall be comparable in ease of execution (o the corresponding
requirement for order entrants.

b. PCH shall not require non-order entrants to incur any
expense unless such expense is comparable to that required of order
entrants. '

() If PCH provides an entry device for orderers that uses a

method, form, sticker, or any other textual or graphical device to assist
order entrants to provide the information necessary to enter, then PCH
shall provide a comparably easy to use method, form, sticker, or other
textual or graphical device to assist non-order entranis to provide the
same information necessary to enter. Any instructions for the use of
such methods, forms, stickers, or devices provided for use by both order
entrants and non-order entrants shall include equivalent instructions for
both orderers and non-orderers. Instructions for the use of such methods,

15
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forms, stickers, or devices by both order entrants and non-order entrants
shall be as complete and easy to understand as the instructions for order
entrants.

14C. All covered communications offering sweepstakes entry
opportunities shall contain complete, clear and conspicucus and readily understandable
entry instructions for orderers on the order—entxy device for the sweepstakes and for
non-orderers on the non-order entry device for the sweepstakes, or if there is a single
entry device for the sweepstakes, on that device. Entry instructions in covered
communications shall either apply equally to orderers and non-orderers or contain a
reference to instructions for non-orderers that is as understandable and prominent as the
instructions for orderers. All references to entry instructions in covered
communications shall either apply equally to orderers and non-orderers or contain
references to instructions for non-orderers that are as complete, understandable, and
prominent as the references to instructions for orderers. In any case in which such
instructions are in. the Offtcial -Rules, they shall.be_printed in a box, set apart from the
surrounding copy and graphics, and identified with a proruinent caption or headline
printed in a contrasting typeface.

15. All personalized covered communications containing
personaliéed sweepstakes entry opportunities or offering merchandise for sale and all
other covered communications that contain both a sweepstakes entry opportunity and an
offer of merchandise for sale shall contain the Sweepstakes Facts Box as described in
this Paragraph and as set forth in Exhibit “A-1” and “A-2” attached hereto. The
Sweepstakes Facts Box shall be presented in tﬁ; same format as the sample
Sweepstakes Facts Box set forth in Exhibit “A-1" and I“A-Z”. To the extent there is any
conflict between the text of this Paragraph and Exhibit “A-1" and “A-2”, Exhibit “A-1”

and “A-2” controls.

a. The Sweepstakes Facts Box shall appear in a printed box and
contain the Buying Won't Help You Win, Enter For Free, Enter As Often As
You Like, and You Have Not Yet Won Message Titles, printed in a type size

16
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that is at least as large as the predominant type on the page and will not be

overlaid with any graphic design, text or color from outside the box.

The

“Sweepstakes Facts” title and the Message Titles shall be printed in bold face

type.

b. The Sweepstakes Facts Box shall also contain an odds
statement which shall set forth in the box the following information in a
grid format that contains the following columns: a column identifying all
major prizes (including at least the prize of greatest value for each
sweepstakes into which entry is offered and any other prize specifically
identified in the communication), and if applicable, the prize’s value and
the quantity offered, a column stating the odds of winning the pnize, and
a column stating the ending date of the sweepstakes in which the prize
will be awarded. The name or identifying number of any sweepstakes
into which entry is offered, as well as the winner selection method, may
also be presented in separate columns so long as the information
contained within each column in the box remains clearly distinct and can
be easily read.

c. The Sweepstakes Facts Box will be printed and appear on
the order-entry device, in the manner described in Paragraph
OI(C)(15)(a) and (b), or on a free standing insert, in which case it shall
be presentcd in the manner described in Paragraph ITI(C)(15)(e).

d. In the Ofﬁcmi Rules the Sweepstakes Facts Box shall be
printed in a type size that is at least (i) 8 point type, in communications
mailed in an outer envelope of the size of a standard #10 business
envelope or less, or (ii) 10 point type, in communicaticns mailed in
larger outer envelopes, and shall otherwise be presented in the manner
described in Paragraph II(C)(15)(a) and (b) and as set forth in Exhibit
“A-3” attached hereto. The Swecpstakes Facts Box shall appear in a box
which will be clearly distinct from any other matter and separated by at
least 1/8 inch of clear space from any other matter in the Official Rules.
The box shall contain no matter other than matter required by this
Paragraph or Paragraph III{C)(16) and will not be overlaid with any
graphic design, text or color from outside the box. The background of
any box appearing in the Official Rules will be in a color or shade that
contrasts with that of the surrounding area and which contrasts with the
text in the box in such a manner that the text is clearly distinct from the
background and easily read.

€. If the Sweepstakes Facts Box appears on a free standing
insert rather than the order form, the insert shall be presented in the same

format set forth as the sample Sweepstakes Facts Box set forth in Exhibit_

“B-1" and “B-2.” To the extent there is any conflict between the text of

this Paragraph and Exhibit “B-1"" and “B-2", Exhibit “B-1” and “B-2"

controls. The Sweepstakes Facts Box will be presented as required
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elsewhere in this Paragraph (Paragraphs II(C)(15)(a) and (b)), except
that the minimum type size for all text will be (i) 10 point type in
communications mailed in an outer envelope of the size of a standard
#10 business envelope or less, or (ii) 12 point type in communications
mailed in larger outer envelopes, and shall include both the Buying
Won't Help You Win, Enter For Free, Enter As Often As You Like, and
You Have Not Yet Won Message Titles, in bold face type, and the
Message Texts. The insert shall be at least 4-1/2 inches by 7 inches or, if
the envelope in which it is mailed is smaller than a standard number 10
business envelope, at least 3 inches by 5 inches. The insert shall contain
no other matter on the side bearing the Sweepstakes Facts Box, and on
the reverse side no matter other than the PCH logo, company name,
address, and copynght symbol and/or the Official Rules and/or consumer
and customer service information (such as refund policies, retumn
procedures and no purchase necessary messages) and/or the disclosure of
any information concerning sweepstakes, prizes or winners that PCH is
obligated by any law, rule or regulation to make available to the general
public, excluding invitations to enter or order, messages advertising
specific products or magazines, and information about or
characterizations and descriptions of sweepstakes or prizes beyond that
necessary to provide an accurate description of the prizes or the terms
and conditions of such sweepstakes. The insert may not be folded so as
to split the Sweepstakes Facts Box unless folding is necessary to insert it
inte the envelope im which it is mailed. If the insert is folded, it shall be
folded with the Sweepstakes Facts Box facing out. Whenever the
Sweepstakes Facts appear on a free standing insert, the order form shall
clearly and conspicuously display a statement informing recipients where
to find the Sweepstakes Facts Box.

f. In any instance in which the Sweepstakes Facts Box
appears only on the order-entry device (whether on its face or in the
Official Rules on its reverse or otherwise) and not on a free-standing
insert, except during the three (3) year period of mandatory compliance
with Paragraph II(C)(15)(h), the Sweepstakes Facts Box shall also
appear, presented in the manner described in Paragraph III(C)(15)(a) and
(b), on a component the recipient can retain for his or her records and is
not required to be returned to PCH. The Sweepstakes Facts Box, as
required under this Paragraph II(C)(15)(f), shall be presented in the
same format set forth as the sample Sweepstakes Facts Box set forth in
Exhibit “B-1" or, if appearing in a copy of the Official Rules that is on a
component not required to be retumed to PCH, in accordance with
Paragraph HI(C)(15)(d). To the extent there is any conflict between the
text of this Paragraph and Exhibit “B-1", Exhibit “B-1” controls. Any
Sweepstakes Facts Box, required under this Paragraph ITI(C)(15)(f) to_
conform to Exhibit "B-1" and shall be printed in a type size that is at
least 10 point type, and shall include both the Buying Won't Help You
Win, Enter For Free, Enter As Ofien As You Like, and You Have Not
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Yet Won Message Titles, in bold face type, and the Message Texts. PCH
may print the Sweepstakes Facts Box in the circumstances described in
this Paragraph II(C)(15)(f) on the same paper or pages as other printed
matter in the covered communication, so long as it is in the manner
described herein.

g PCH shall, when employing the requirements of
Paragraph DI(C)(15)(f), include a distinctive, readily understandable
statement on the order form or on the page immediately adjacent to the
order form in the solicitation, as to where the recipient can find the
record retention copy of the Sweepstakes Facts Box required by
Paragraph III{(C)(15)(f). The statement shall appear in a box (“Retention
Statement Box™) which will be clearly distinct from any other matter on
the page and separated by at least 1/8 inch of clear space from any other
matter. The Retention Statement Box shall contain no matter other than
matter required by this Paragraph II(C)(15)(g) and will not be overlaid
with any graphic design, text or color from outside the Retention
Statement Box. The background of the Retention Statement Box shall be
a color or shade that contrasts with the text in the Retention Statement
Box in such a manner that the text is clearly distinct from the background
and easily read. The statement within the Retention Statement Box shall
be printed in type that is in no case less than 10 point type. The font size
of the words in the Retention Statement Box, in comparison with the font
size of other words. printed on the same page, the amount of clear space
around the box, and the color, contrast and noticeability of the box shall
all be relevant to a determination of whether the content of the Retention
Box is distinctive.

h. For the first three (3) years after the effective date of this
Consent Judgment, the Sweepstakes Facts Box shall appear on a free
standing insert in accordance with Paragraph ITI(C)(15)(e) in every
covered communication that contains both a sweepstakes enlry
opportunity and offer of products for sale (other than billing and
collections communications) mailed to persons shown on PCH’s records
at an address in the state. Following the three (3) year period of
mandatory compliance with the requirements of the first sentence of this
Paragraph ITI(C)(15)(h), unless PCH is voluntarily complying with such
requirements, the Sweepstakes Facts Box in accordance with the
requirements of Paragraph III(C)(15)(e}) shall appear with or on the back
of the letter to be sent under the requirements of Paragraph IV(A) to
persons shown on PCH’s records at an address in the state.

16. PCH shall, in addition to the requirements of Paragraph
(C)(15), clearly and conspicuously disclose in the Official Rules of all covered

communications containing Official Rules the Message Title and Message Text of the
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You Have Not Yet Won Message, the Enter for Free Message, the Enter As Often As
You Like Message, and the Buying Won’t Help You Win Message. The Message Texts
and Message Titles shall, in addition to being clear and conspicuous, each be set out in
separate Paragraphs and the Message Titles will be printed in a contrasting typeface at
least as large as the largest typeface otherwise used in the text of the Official Rules.
The Official Rules may state that PCH will not accept entries from third parties or
multiple entries into the same sweepstakes within a single request.

16A. PCH shall clearly and conspicuously disclose on the face of any
entry/order device included in a covered communication the Buying Won't Help You
Win Text and, if the non-order entry device is separate from the entry/order device,
instructions for how non-orderers may find the non-order entry device or method as it
appears in the communication.

17.  PCH shall clearly and conspicuously set forth the Sweepstakes
Facts Box, including all Message Titles and Texts, inn'the format set forth in Exhibit B-1
and B-2, for all sweepstakes promoted on the PCH Internet web site. The availability
of the Sweepstakes Facts Box shall be disclosed to viewers of PCH’s web site prior to
their placing an order or entering a sweepstakes and shall be presented to viewers by
means of a conspicuous icon clearly identified as “See Sweepstakes Facts” which
appears on the web site’s homepage, on all order pages, on all entry pages and on all
other pages on which a specific sweepstakes or a specific sweepstakes prize is
referenced (but not including general references to sweepstakes or winning in general).
The Sweepstakes Facts Box shall be presented either as (i) a separate web page, or (ii)
as part of the Official Rules web page of the site. If the Sweepstakes Facts Box is
presented as a separate web page, the “See Sweepstakes Facts” icon shall immediately
take the viewer to the Sweepstakes Facts Box web page. If the Sweepstakes Facts Box
is presented as part of the Official Rules web page, the “See Sweepstakes Facts™ icon

shall immediately take the viewer to that section of the Official Rules web page on
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which the Sweepstakes Facts Box is presented.

18. PCH shall not give any advantage in eligibility or the winner
selection process to an entry in a sweepstakes accompanied by an order or subject an
entry not accompanied by an order to any disability or disadvantage in eligibility or the
winner selection process.

19.  PCH shall not represent in a covered communication that

(a) an entry in a sweepstakes accompanied by an
order will be eligible to receive additional prizes or more likely to win
than an entry not accompanied by an order, or that an entry in a
sweepstakes accompanied by an order will be given any advantage in
eligibility or the winner selection process over an enftry not accompanied
by an order, or

(b) an entry not accompanied by an order will recetve
fewer prizes or be. less likely to win than an entry accompanied by an
order, or an entry not accompanied by an order will be subjected to any
disability or disadvantage in the winner selection process to which an
entry accompanied by an order would not be subjected.

20. PCH shali not, in a covered communication, request information
from a person who orders a product that is not also requested of a person who does not
order a product unless the information is necessary to process or is otherwise related to
the product order or future product orders or the person’s interest in receiving future
product offers, but only if such request makes no reference to any sweepstakes,
sweepstakes entry or sweepstakes prize. The manner in which any information
requested is to be provided by non-orderers shall be comparable in ease of use to the
manner afforded to orderers.

21.  PCH shall not represent in a cov;red communication that an order
or a person’s order history has resulted in or will result in any special, different or
enhanced status in a sweepstakes.

22, PCH shall not make a statement in a covered communication that~

a recipient, based on a purchase or the recipient’s order history, is or may become a
p P Iy
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member of a category or group enjoying special status or privileges with PCH, such as
the President’s Club or President’s Gold Club or any other kind of loyalty or customer
reward program, if such statement also represents that such status or privileges or
program affect in any way the recipient’s status in the sweepstakes, likelihood of
receiving a sweepstakes entry opportunity or the likelihood of the recipient winning a
prize. So long as the statement does not violate the ‘fo.regoing or the other provisions of
this Consent Judgment, PCH is not precluded from offering loyalty or customer reward
programs in which membership is based upon purchase, provided no mention of any
sweepstakes is made in any representations concerning the offer of such programs.
PCH shall not include descriptive text concerning the cligibility requirements for such
loyalty or customer reward categories or groups in the Official Rules or in any
representations relating to any promotional sweepstakes, entry or prize.

23.  PCH shall not represent in a covered communication that persons
who order products will receivé or be more likély to receive sweepstakes entry
opportunities (other than as contemplated in Paragraph [II(C)(24) hereof) or that a
sweepstakes entry opportunity was received because the recipient ordered products m
the past. PCH shall not represent that persons who fail to order products will not
receive or will be less likely to receive future sweepstakes entry opportunities, or that a
sweepstakes entry opportunity was not received because the recipient failed to order
products in the past. So long as the representation does not otherwise violate any of the
foregoing or the other provisions of this Consent Judgment, PCH may make
representations to the effect that specific products are offered based upon prior
purchases or that additional products may be offered based on a purchase being made in
response to the communication.

24.  PCH shall not offer any opportunity to enter a sweepstakes that is
or appears to be available only to persons who have previously ordered or paid for

products (“customer only sweepstakes’) unless in accordance with the following:
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a. No present or future purchase is required to enter the
customer only sweepstakes, and no representation to the contrary is
included in such communication;

b. No representation is made to the recipient that he or she
would, by ordering, qualify to receive an opportunity to enter customer
only sweepstakes in the future;

c. Such customer only sweepstakes are offered only
infrequently and irregularly; and

d. Such customer only sweepstakes are not presented in such
a manner as to represent that such opportunities will be available in the
future. The mere use of a customer only sweepstakes shall not, in and of
itself, be taken as such a representation.

25. PCH shall not, in a covered communication, misrepresent the
attributes or value of any premium, including but not limited to a bonus, gii:x‘, or other
product. In any such representation that specifically identifies any particular item as
being so available, PCH shall state accurately and completely the requisite steps that the
recipient must tak'e in order to clail—n any such prc-;mi:n.n or other item.

26. PCH shall not offer in a covered communication any premium,
including but not limited to a bonus, gift, or other product, if delivery of such premium
is conditioned upon the purchase of a product and there is or is represented to be any
element of chance involved in the selection of the premium to be delivered from among
identified items represented to have differing value; provided that the foregoing shall
not prohibit “mystery” premiums or other similar promotions in which no representation
as to the specific identity of a particular item or the value of the premium is made.

27.  PCH shall not represent in a covered com.mum'cation delivered by
mail or by newspaper or magazine advertisement that any date is a deadline for the
return of an entry in a sweepstakes that differs from the sweepstakes end date unless the

specific calendar date by which the entry must be received in order to be eligible to win_

is set forth clearly and conspicuously in the communication. PCH shall not represent in
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any covered communication that a date is an entry deadline unless entries from the
communication that do not meet the deadline are treated as ineligible and PCH has
procedures in place to identify and record such entries as ineligible.

28. PCH shall not misrepresent in a covered communication the
deadline for entry or any action regarding an entry in a sweepstakes or the importance or
the need for promptmess in responding to an offer of a sweepstakes entry opportunity.

29.  PCH shall not, in a covered communication delivered by mail or
by newspaper or magazine advertisement which relates to multiple sweepstakes,
represent that entries must be returned or other action must be taken by a certain
deadline, if that deadline is different from a deadline for another sweepstakes offered in
the communication, unless the representation identifies, clearly and conspicuously and
in a readily understandable manner, the sweepstakes to which the deadline applies.

30. PCH shall not represent in a covered communication any
sweepstakes as an “instant win” cdntest or that a wifinér will be determined immediately

unless either

(a) in the case of a pre-selected number sweepstakes, the
matching of entries is performed as the entries are received by PCH and
any winner is promptly announced, or

(b) the communication contains a form or device from which
recipients can determine whether or not they have won a prize and what
that prize is, or

(c) the sweepstakes winner(s) will be determined within sixty
(60) days of the date by which the first entries in that sweepstakes are
received by PCH and any winner(s) is promptly notified, or |

(d)  therc are procedures in place to monitor deliveries and
identify and announce a winner promptly after receipt.

31.  For the period of one year following the entry of this Order, PCH
shall include a clear and conspicuous notice in all covered communications delivered by~

mail that PCH will accept Do Not Contact Requests either by a call to a toll free number
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identified in the notice or by mail to an address identified in the notice. PCH shall as
soon as is practicable and in no event not later than 60 days (45 days for the first year in
which the Consent Judgment is in effect) from receipt of a Do Not Contact Request,
cease selecting the person identified in such a request for receipt of covered
communications delivered by mail (other than billing and collections communications
for open orders) in the name(s) and at the address(es) contained in the Do Not Contact
Request or any other name and address which PCH, with reasonable diligence, can
determine will result in delivery of a covered communication to the subject of the Do
Not Contact Request. After the end of such one-year period, PCH shall continue to
maintain reasonable practices and procedures, which may in substance be those
described in the foregoing, to prevent the selection of persons for receipt of covered
communications delivered by mail (other than billing and collections communications
for open orders) who are the subject of a Do Not Contact Request. PCH shall treat any
Do Not Contact Request received after the effectivé date of Sec. 108 of the federal
Deceptive Mail Prevention and Enforcement Act of 1999 as a valid and fully effective
“removal request” under the federal statute, even though it may have been given by a
person other than an “authorized person™ (as those terms are used in the federal statute);
provided, however, that if a Do Not Contact Request is received from a person other
than an “authorized person,” PCH may remove the subject's name from its Do Not
Contact List upon receiving a written request that it do so from the subject or such an
“authorized person.”” PCH shall further ensure that the subject of a valid De Not
Contact Request in such names and at such addresses as are set forth in such Request (or
anty other name and address which PCH has so determined will result in delivery of a
covered commurication to that person) are removed thereafter from all lists made

available by PCH for sale or rental to others for offers made in conjunction with a

—

sweepstakes promotion or, in the case of any person who is removed from an active

mailing category on any grounds specified in Paragraphs IV(B) and [V(C) or in respect
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of whom the Do Not Contact Request specifies that the subject of such Request falls
into the category described in clause a of Paragraphs IV(B) and [V(C), for sale or rental
to others for any offer, subject in all events to then applicable law.

32. PCH, in offering for sale any subscription to a magazine, shall
clearly and conspicuously disclose the price of the subscrption, the number of issues
included in the subscription, and in any instance in which the term is less than a full
year, the duration of the subscription in weeks or months.

33.  PCH's magazine subscription bills shall state, in addition to the
total amount owed, any minimum payment amount currently dué on the order. The
minimum payment amount currently due shall be stated in dollars and cents, with equal
prominence to the most prominent statement made of the total balance, and be labeled
as “amount due now,” “minimum payment due,” or a similar description. PCH shall not
represent that the total amount due on the order must be paid prior to the time PCH's
initial solicitation ‘indicated the fufl amount must bepaid.

34. PCH shall clearly and conspicuouslty explain in covered
communications that include an entry for a Preselected Number Sweepstakes (other than
any Preselected Number Sweepstakes which, under the Official Rules by which it is
governed, terminates within 6 months of the return of the preselected number (“Early

Termination Sweepstakes™)), when such is the case:
(a) that the Preselected Number Sweepstakes is ongoing,

(b) that there are likely to be multiple entry opportunities for
that Sweepstakes, and '

(c) that the winning number may have already been returned.
In cases other than Early Termination Sweepstakes in which the preselected
number character of the promotional sweepstakes is prominently promoted in
such solicitation materials, the explanation shall be in close proximity to the

most prominent identification of the largest prize to be awarded in the
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Preselected Number Sweepstakes. In all other cases, the explanation shall be in
the Official Rules with a See Official Rules for Details Message in close
proximity to the most prominent identification of the largest prize to be awarded
in the Preselected Number Sweepstakes.

35. PCH shall clearly and conspicuously explain in a covered
communication offering a Promptness Sweepstakes fhe basis in general terms, with a
reference to where a detailed explanation of the basis may be found, upon which the
winner of the Promptness Sweepstakes will be determined and, in any covered
communication delivered by mail, explain in the Official Rules in detail the basis upon
which the winner will be determined.

36.  For every Preselected Number Sweepstakes included in a covered
communication, PCH shall ensure that the preselected winning number is within the
range of numbers actually mailed by PCH for that sweepstakes (or, if it happens that the
preselected winning number is ndt, for any reason, within that range of numbers, to
designate as the winning number a preselected alternate number that is within such
mailed range), or, if the winning preselected number is not returned at the end of the
sweepstakes, award the prizes offered in a random drawing from among other eligible
entrants in accordance with terms upon which it was offered to the winning entrant;
provided that PCH shall conduct a random drawing for all such sweepstakes in which it
has guaranteed to award the prizes offered if the winning preselected number has not
been returned at the end of the sweepstakes.

37.  PCH shall not distribute a total number of entry opportunities in a
sweepstakes that would be expected to result in receipt of entries in excess of the
number used to calculate the odds of winning any prize in that sweepstakes.

38.  PCH shall promptly respond to consumer complaints concerning
billing, billing statements and/or collection notices, delivery of magazine subscriptions,

and cancellation of magazine subscriptions. PCH shall establish a State of Alaska
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liaison whose responsibility shall be to resolve customer issues referred by law
enforcement agencies in Alaska.

39. PCH shall not make any representation in a covered
communication which misrepresents, contradicts, or is inconsistent with, or is presented
in such a way as to cause a likelihood of confusion or misunderstanding concemning, any
statement or disclosure required to be made hereunder.

40. PCH shall not represent in a covered communication that its
representations, solicitations, practices, goods or services have the sponsorship or
approval of any Court or the Alaska Attorncy General or any other judicial or

governmental authority unless expressly authorized or required by such authority.

IV. REMEDIAL PROVISIONS

A. For each calendar year commencing with the year 2000, PCH shall mail,
by first class mail in a plain white business envelope, a letter to each person shown on PCH's
records at an address in the Stét; of Alaska V\;ith‘[;aid orders of $1000 or more during the
preceding twelve (12) months to inform recipients that there is no need to make any purchase of
any product(s) from PCH in order to enter the sweepstakes, that making a purchase will not
improve a recipient’s chances of winning a sweepstakes prize and that all entries have the same
chance to win regardless of whether or not they are accompanied by an order. The letter shall
not provide any sweepstakes entry or order opportunities or promote specific future
sweepstakes opportunities. Beginning three (3) years after the effective date of this Consent
Judgment, untess PCH is voluntarily complying with the requirements of the first sentence of
Paragraph III(C)(15)(h), the Sweepstakes Facts Box shall appear with or on the back of the
letter and otherwise in accordance with the requirements of Paragraph II(C)(15)(e).

B. For the first two years that this Consent Judgment is in effect, PCH shall
identify and suspend from active promotion each person shown on PCH's records at an address
in the State of Alaska with paid orders of $1250 or more in the six (6) month periods ending

June 30 and December 31, respectively, commencing with the period ending June 30, 2000, and
28
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ending with the period ending June 30, 2002, within 60 days after the end of such period (or, in
the case of the period ending June 30, 2000, within 30 days after the entry of this Consent
Judgment, whichever is later), such measuring amount to be adjusted by the annual percentage
increase or decrease in the Consumer Price Index from the preceding year and to exclude, when
calculating the amount of paid orders, any paid single item with a purchase price of $500 or
more. Following such suspension, PCH may, if it wishes to continue promoting such person,
contact such person in order to ascertain whether that person: a) is generally confused or
disoriented, b) persists in the belief that buying will help him/her win, or ¢) is making excessive
orders in relation to his or her means. PCH shall permanently remove from its active mailing
category, and block all future orders from, any person who is determined to fall into category
a), b) or c) above. PCH shall provide the State of Alaska with a report annually of the number
of persons so removed from its active mailing category. Subject to the requirements of
Paragraphs IV(D) and IV(E), and in the event PCH ascertains that the person is not generally
confused or disoriented, does not persist in the beligf that buying will help him/her win, and is
not making excessive orders in relation to his or her means, or PCH makes three (3) good faith
attempts to contact the person to make such determination and such contact is not made through
no fault of PCH, PCH may immediately return the person to its active mailing category.

C. Afier the conclusion of the two (2) year period set forth in Paragraph
IV(B), PCH shall identify and suspend from active promotion each person shown on PCH's
records at an address in the State of Alaska with paid orders of $2500 or more in the twelve
(12) month period ending December 31, commencing with the period ending December 31,
2002, within 60 days after the end of such period, such measuring amount to be adjusted by the
annual percentage increase or decrease in the Consumer Price Index from the preceding year
and to exclude, when calculating the amount of paid orders, any paid single item with a
purchase price of $500 or more. Following such suspension, PCH may, if it wishes to continue
promoting such person, contact such person in order to ascertain whether that person: a) is

generally confused or disoriented, b) persists in the belief that buying will help him/her win, or
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c) 1s making excessive orders in relation to his or her means. PCH shall permanently remove
from its active mailing category, and block all future orders from, any person who is
determined to fall into category a), b) or ¢) above. For so long as this Consent Judgment shail
remain in effect, PCH shall provide the State of Alaska with a report annually of the number of
persons so removed from its active mailing category. Subject to the requirements of
Paragraphs IV(D) and IV(E), and in the event PCH ascertains that the person is not generally
confused or disoriented, does not persist in the belief that buying will help him/her win, and is
not making excessive orders in relation to his or her means, or in the event that PCH makes
three (3) good faith attempts to contact the person to make such determination and such contact
is not made through no faunlt of PCH, PCH may immediately return the person to its active
mailing category.

D. In addition to the requirements of Paragraphs IV(B) and TV(C), no
person identified by PCH under the procedures described therein with paid orders of $2500 or
more in any six-month period ($5000 or more in any fwelve-month period) shall be retuned to
an active mailing category, regardless of the outcome of any contact and determination or the
number of attempts made by PCH to contact such person, until 90 days have elapsed from the
date the person's name was removed from PCH's active mailing category.

B In addition to the requirements of Paragraphs IV(B) and IV(C), no
person identified by PCH under the procedures described therein with paid orders of $2500 or
more in any six-month period ($5000 or more in any twelve-month period) shall be returned to
an active mailing category after the ekpiration of the 90-day promotional pause-described in
Paragraph IV(D) unless and until he or she is actually contacted by PCH and is not determined
to fall into category a), b) or ¢) in Paragraphs IV(B) and IV(C).

F. PCH shall, duning the time frame that this Consent Judgment is in effect,
provide the Office of the Alaska Attorney General, Consumer Protection SectioE or a
designated representative thereof, with a sample copy of each and every covered

communication that is delivered by mail into the State of Alaska. PCH shall mail the sample
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copies within fourteen (14) days of their dissemination within the State of Alaska. Plaintiff
shall designate, in writing within sixty (60) days of the Entry of this Consent Judgment, the
individual to whom the sample copies are to be delivered. During the duration of this Consent
Judgment, Plaintiff may change such designation by providing written notice to PCH of the
name and address of such different designee.
V. FINANCIAL PROVISIONS

A It is further ORDERED that PCH shall pay to the Plaintiff, such sums to
be used by the Attorney General for consumer protection and antitrust investigations,
enforcement, and education, or used to defray the costs of the inquiry leading hereto, an amount
equal to:

1. $37,862.56 (thirty seven thousand, eight hundred and sixty two
dollars and fifty six cents), paid on the one year anniversary date of the entry of
this Consent Judgment, and

" 2. $37,7862.56 (thirty sevén thousand, eight hundred and sixty two
dollars and fifty six cents), paid on the two year anniversary date of the entry of
this Consent Judgment.

B. It is further ORDERED that PCH shall pay to the State of Ohio on behalf

of the Settling States (Alaska, Alabama, California, District of Columbia, Georgia, Hawaili,
Idaho, Illinois, Louisiana, Mississippi, Montana, Nebraska, Nevada, New Hampshire, New
Mexico, New York, North Dakota, Ohio, Oklahoma, South Carolina, South Dakota, Virgima,
Washington and Wyoming) the sum of $15,935,500.00 (fifteen million nine hundred thirty five
thousand five hundred dollars), to be paid as follows: $6,829.955.30 (six million eight hundred
twenty nine thousand nine hundred fifty five dollars and thirty cents) on the date of entry of this
Consent Judgment, $4,552,772.35 (four million five hundred fifty two thousand seven hundred

seventy two dollars and thirty five cents) on the one year anniversary date of the entry of this
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Consent Judgment; $4,552,772.35 (four million five hundred fifty two thousand seven hundred
seventy two dollars and thirty five cents) on the two year anniversary date of the entry of this
Consent Judgment. Upon receipt, such sums shall be deposited with a third party administrator
agreed upon by the Settling States, for the purpose of providing restitution to consumers with
paid orders with PCH totaling $2500 or more in 1997, 1998, and/or 1999. Of the total sums
paid by PCH, the sum of $119,000.00 (one hundred and nineteen thousand dollars) shall
represent the portion deposited with the third party administrator on behalf of the State of

Alaska. Such sum shall be paid as follows:

a. $51,003.40 (fifty one thousand and three dollars and forty cents)
paid on the date of entry of this Consent Judgment.

b. $33,998.30 (thirty three thousand nine hundred and ninety eight
dollars and thirty cents) paid on the one-year anniversary date of the entry of
Consent Judgment: and

C. $33,998.30 (thirty ‘three thousand nine hundred and ninety eight
dollars and thirty cents) paid on the two-year anniversary date of the entry of
Consent Judgment.

C. It is further ORDERED that PCH shall reimburse the State of Alaska, as
well as any other states whose Courts enter a Judgment and Order against Defendant
substantially on the terms hereof on or within thirty (30) days after the entry hereof, in an
amount up to a total multistate reimbursement amount of $2 million, for the actual costs paid or
incurred by the State of Alaska and such other states in administering the consumer restitution
program within their respective states. PCH shall reimburse the States on an ongoing basis,
each payment due within thirty (30) days after receipt from the Attorney General of the State of
Alaska of an invoice for any such costs so incurred up to such $2 million in the aggregate.

D. It is further ordered that PCH shall provide the Plaintiff, or any third
party admunistrator selected by Plamtiff, under and subject to a mutually-acceptable
confidentiality and access agreement, with the name and address of all persons shown on- PCH's

records as having an address in Alaska and paid orders in any of 1997, 1998 or 1999 of $2500
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E. If the Defendant fails to pay, when due, any amount payable hercunder,
then all unpaid amounts payable hereunder shall forthwith become due and payable, together
with interest thereon at the legal rate from the date of default until the date all such amounts are
paid, and the Plaintiff is authorized to execute upon Defendant for the payment of all such
unpaid amounts, including interest, together with costs, including reasonable attomneys’ fees,
actually incurred in collecting such outstanding amounts and in enforcing the terms hereof in
respect thereto.

VI. ADMINISTRATIVE PROVISIONS

A. Jurisdiction is retained for the purpose of enabling any party affected by
this Consent Judgment to apply to the Court at any time for such further orders and directions
as might be necessary or appropriate for the modification, construction or carrying out of the
injunctive provisions of this Consent Judgment, or for the enforcement of and the punishment
of violations of any provisions héreof. Plaintiff shall give Defendant 14 days notice before
filing a motion or other pleading secking contempt of court or other sanctions for violation of
this Consent Judgment. The giving of such notice shall not prevent Plaintiff from beginning
such proceeding following the expiration of the 14 day period. The parties by stipulation may
agree to a modification of this Consent Judgment, which agreement shall be presented to this
Court for consideration; provided, that the parties may jointly agree to a modification only by a
written instrument signed by or on behalf of both the plaintiff and the defendant.. If PCH
wishes to seek a stipulation for a modification from the plaintiff, it shall send a written request
for agreement to such modification to the Attomey General at least thirty (30) days prior to
filing a motion with the Court for such modification. Within thirty (30) of receipt from PCH of
a written request for agreement to modify, the Attorney General shall notify PCH in writing
whether the Attorney General agrees to the requested modification. If, after the date of the
entry of this Consent Judgment, the State, its Attorney General, or any agency of the State

charged with the admimstration of its consumer protection statutes, enacts or promulgates
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legislation, rules or regulations with respect to the matters governed by this Consent Judgment
that conflict with any provision of this Consent Judgment, or if the applicable law of the State
shall otherwise change so as to conflict with any provision of this Consent Judgment, the
Attorney General shall not unreasonably withhold its consent to the modification of such
provision to the extent necessary to eliminate such conflict. Laws, rules or regulations, or
other change in State law, with respect to the matters governed by this Consent Judgment, shall
be deemecd to “conflict” with a provision of this Consent Judgment, if such law, rule or
regulation or other change in State Iaw;v sets forth an obligation different from, and with the
degree of specificity of, that imposed by the applicable provision of this Consent Judgment. If
PCH believes that it cannot comply both with this Consent Judgment and with applicable
federal law, rules or regulation, it may seek modification hereof. To the extent that federal law

or regulation clearly preempts any provision of this Consent Judgment, compliance with such

federal law will not constitute a violation of that provision of this Consent Judgment.

B." In the evernt that upon any déte prior to the termination of all of the
currently pending state sweepstakes cases against PCH, PCH should reach agreement with a
group of two or more states (provided that single-state settlements are not achieved by
subdividing a multi-state settlement in avoidance of this Paragraph) in full resolution of
disputes and/or litigation’s between such states and PCH regarding alleged violations of state
consumer protection laws by the sweepstakes marketing practices of PCH (a “Subsequent
Agreement”), which agreement differs in any material respect from the terms of this Consent
Judgment, then PCH will offer to the State of Alaska the opportunity to modify-this Consent
Judgment, to conform identically in all material respects to the provisions of the Subsequent
Agreement, and if Alaska accepts this opportunity, PCH will cooperate with the State of Alaska
to support efforts legally appropriate to modify this Consent Judgment. The provisions of this

Paragraph do not apply to:

1. Any provision in a Subsequent Agreement which provides
for payments by PCH to a state for categories other than those
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recognized by this Consent Judgment (provided that different
categories of relief are not created for the purpose of avoidance of
this Paragraph) or for reimbursement of costs or attorneys fees
which exceeds the provisions for costs and fees contatned this
Consent Judgement.

2 Any provision in a Subsequent Agreement which is
required by reason of the existence of specific concerns or legal
standards in any particular state.

3 Any provision in a Subsequent Agreement which provides
that PCH shall cease doing sweepstakes marketing or sale of
magazines in the state.

4. Any provision in a Subsequent Agreement which is
entered into to scttle a case after judgment has been rendered in
that case.

G} Any provision in a Subsequent Agreement which is
required by reason of the naming of individual PCH employees
or partners as defendants in the case brought by that State
{provided that the Subsequent Agreement does not include such
provision for the purpose of avoidance of this Paragraph).
<. “ Nothingf'm :his Consent J\idg;lznt shall be deemed to permit or authorize
any violation of the laws of Alaska or otherwise be construed to relieve PCH of any duty to
comply with the applicable laws, rules and regulations of Alaska, nor shall anything herein be
deemed to constitute permission to engage in any acts or practices prohibited by such laws,
rules or regulations. Further, this Consent Judgment does not constitute an approval by the
Plaintiff of any of Defendant PCH’s past or future advertising, programs or practices, and
Defendant shall not make any representation to the contrary.
D. This Consent Judgment applies only to the entities identified in
Paragraph 4 hereof. ' |
E. PCH shall file with the Plaintiff three (3) written reports, each signed by
an officer or officers with knowledge of PCH’s obligations under this Consent Judgment, as to
PCH's compliance with the terms hereof, the first to be filed on or before a date six (6) months
after the date of entry hereof, and the second and third at six-month intervals thereafter.
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F. The provisions of Section III (Injunction) of this Consent Judgment shall
become effective and apply to covered communications for delivery to addresses in the State of
Alaska released for printing by PCH on or after a date sixty (60) days from the date this
Consent Judgment is entered, provided such provisions shall apply to all such covered
communications mailed by PCH after one hundred twenty (120) days from the date this
Consent Judgment is entered regardless of the date such materials were released for printing.

G. This Consent Judgment will terminate automatically, and without notice
or any further action by the Court, upon the Tenth (10") anniversary of the date of entry hereof,
or on July 1, 2016, whichever is the later. Upon the termination of this Consent Judgment, an
Assurance of Voluntary Compliance (AVC) authorized by Alaska Statute 45.50.511, between
Plaintiff and Defendant shall take force and effect. This AVC shall contain the same
restrictions contained in this Consent Judgment.

ViI. SETTLEMENT AND RELEASE OF CLAIMS

A."  PCH is entéring into this'Cdnsent Judgment solely for the purposes of
settlement and nothing contained herein may be taken as or construed to be an admission or
concession of any violation of law, or of any liability or wrong-doing, all of which PCH
expressly denies. Neither this Consent Judgment nor any part of it may be admitted in evidence
against PCH in any action brought by an individual person or entity or governmental authority,
except in any action or proceeding to enforce any provision of this Consent Judgment, whether
in a representative or derivative capacity or otherwise, or be deemed in any other way to
constitute evidence of any violation of any private right or of any law, rule or regulation of any
federal, state or local governmental authority, or of any other matter of fact or law whatsoever.
The State acknowledges by the execution hereof that this Consent Judgment constitutes a
complete settlement and release of all civil claims under the State’s consuruer protection
statute, whether asserted or unasserted, on behalf of the State in respect of any PCH
sweepstakes promotional practice which occurred, and sweepstakes mailing packages

disseminated, prior to the execution date hereof, and those claims, causes of action, damages,
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fines, costs, fees and penalties that were asserted by the State in its Complaint or could have
been asserted by the State under AS 45.50.471 et seq., as against PCH and other entities named
as defendants in the State’s lawsuit, or the respective affiliates, partners, officers, directors,
employees, and agents of any of them (collectively, the “Releases™) with respect to any such
matters (the “Released Claims”), against the Releases. The State shall not after the execution
hereof institute or proceed with any action or proceeding of any kind or nature against the
Releases in respect of the Released Claims, including but not limited to any action or
proceeding secking restitution, injunctive relief, fines, penalties, attorneys fees or costs, for or
in respect of the Released Claims, except that the State may institute an action or proceeding to
enforce the terms and provisions of this Consent Judgment or to take action based on future
non-complying conduct.

B. This Consent Judgment does not constitute an approval by the State of
Alaska of any of PCH’s advertising, programs, promotions and/or practices, and PCH shall
make no representiations to the corftrary. -

C. This Consent Judgment does not limit the remedies available to the
Office of the Attorney General in connection with any future violation of Alaska laws or
regulations by PCH.

D. This Consent Judgment shall not affect the rights of any private party to
pursue any remedy or remedies pursuant to the laws of the State of Alaska,

/
/

. 37
pch Consent Judgment
89




PHONE: (807) 268-5100

DEPARTMENT OF LAW
OFFIGE OF THE ATTORNEY GENERAL
ANCHORAGE BRANCH
1031 W. FOURTH AVENUE, SUITE 200
ANCHORAGE, ALASKA 08501

20
21
22

24

26

JOINTLY APPROVED AND SUBMITTED FOR ENTRY

Dated: 57’/1_// 200

Dated: ¥'-/8-00

IT IS SO ORDERED.

Dated: ‘?/ 41/ 00
QLY

| certify il G

acopy of the above was mailed to each

of ihe follow gat their aedresses of

7 JC

record:

Sacretary/Deputy Clerk
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By:J'@‘ft / 5_

Kenneth P. Eggers, sq.

Groh Eggers, LLC

3201 C Street, Suite 400
Anchorage, AK 99503-3934
(907) 562-6474

Alaska Bar No.: 7310043
Attomey for Defendant Publishers
Clearing House

BRUCE M. BOTELHO
ATTORNEY GENERAL

o 05 LA ]

J;Df Julia €oster
Assistant Attorney General
« - 1031 West 4® Avenue, Suite 200
Anchorage, AK 99501
(907) 269-5200
Alaska Bar No. 8703006

:,,Z]LMM{/

gupcnor (ﬁuﬂ Judge
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Exhibit A-3

Official Rules
10 Point Type

OFFICIAL RULES

Why we ron our Sweepstakes, We run a Sweepstakes because it’s fun and exciting
and calls attemtion to our unbeatable magazine and merchandise offers. We
give away millions of dollars in prizes every year. In Intal, we've awarded over 158
MILLION DOLLARS since our Sweepstakes began in 1967, and the number keeps
growing every year.

All entries received fromn this Bulletin by August 18, 2000 will be efigible for all
Giveaways 23 listed bedow. All entries received by July 14th will be eligible for the
daily prizes from Giveaway No. 793 o be selected and awarded from July 14th
through July 31st. Entries received after July 14th wili be eligible for the daily prizes
trom Giveaway No. 733 available at the time the ertry arrives. All entries received by
August 1st will be efigible for the daily prizes from Glveaway No. 794 to be selected
and awarded from August 1st through August 31st. Entries received after August 1st
will be eligible for the daily prizes from Giveaway No. 794 availabie al the time the
entry amives. You may receive muttiple entry oppostunities in our angoing Giveaways.

How to win owr §1 Mllion SuperPrize that will be awarded on August 24th. Al
notices issued by Publishers Clearing House between June 20, 2000 and August 20,
2000 contain valid numbers in the winning range which means you are fully eligible
to win the $1 Milion SuperPrize® (Glveaway No. 755) if you submit a imely entry
from thiis Bulletin, We will post-salect the winning nurmber from among numbers
issued in notices in this timeframe and should you have arid retum the matching
wirining number you will win this prize. Al previous entries in Giveaway No. 755 will
remain eligible to win at Giveaway end if the matching winning number is not
retuned of is not timely. See Sweepstakes Facts below for odds of winning.

Lots of other prizes o go for. You will win our §t Million SuperPrize® (Giveaway No.
650 it you submit a imely entry from this Bulletin and have the number that matthes
the winning number. You will win one or more cash or merchandise prizes valued at
$5,000.00, $2,000.00, $1,000.00, $250.00, $175.00, $150.00, $125.00 or $100.00
from Giveaway Nas. 793 or 794 if your entry Is selected in the daily random draw-

ings. You will win $500.00 from Giveaway No. 807-if your entry i$ selécted-as the-

winner in a random drawing among all efigible entrants at Giveaway end.

Al prizes to be awarded. |f any matching wirming number is not
returned, the base prize will be awanded to an altemate winner by second chance
random drawing among all eligible entrants at Giveaway end. In the unlikely event
the winning number is duplicated for any Giveaway, there will be a random drawing
among such dupficated numbess o determine a winner.

SWEEPSTAKES FACTS
PRIZE GIVEAWAY ENDING ESTIMATED
NUMBER DATE 0DDS OF WINNING
$1 Million 755 8/20/60 1:80,000,000
$1 Million 650 *1/31/01 1:100,000,000
$9,000.00 793 7/31/00 1:7,300,000

{1 @ $5,000,00, 2 @ $1,000.00, * @ $250.00, 2 @ $175.00,
3@ $150.00, 2 @ §$125.00 and 7 @ $100.00)

$500.00 807 8/18/00
*Prize may be awarded eariier at our option.

+ Enter For Free. * You Have Not Yet Won. AR
« Buying Won't Help You Win. Entries Have The Same
o Enter As Often As You Like. Chance 0f Winning.

1:4,000,000

Hows our prizes pay out. Win $1,000,000.00 and you will receive $50,000.00 the
first year, $25,000.00 a year thereafier, plus a final payment of $250,000.00 in
the 30th year. Present valye of Giveaway Nos. 650 and 755 will vary depending on
imerest rates and market conditions at the time of the award. All other prizes will be
paid in full by check at time of award, unless ctherwise noted.

Enter For Free. You don't have to buy anything to enter. Just follow the instructions
on the free Entry Postcard contained in this maillng, You will be entered once for each
prize gffered in this mailing.

You Have Not Yot Won. All Entries Have The Same Chance 0f Wmning. No one
will kmow who tha winner is util after the sweepstakes ends.

Ouwr Prize Patrofl will notify winners of prizes of $10,000.00 or more in person.
We'll comtact winners of prizes under $10,000.00 by mail. The entrant named on the
winning eutry form will be considered the winner. Wa must locate any winner and
have him or her execute an Affidavit of Eligibility within 30 days or we will selectan
aternate winner. Acceptance of prize, unless otherwise noted, constitutes permission
to use winner's name and photograph in television commercials and for ather
promational purposes,

Buying Won't Help You Win. Your chances of winning without a purchase are just
as good as the chances of someona who buys something.

Enter As Often As You Like. You don't have to wait for us 1 mail you an enttry form.
You may submit additional entries simply by wiiting us at the address below. Each
time you write us you will be entered once in each ongoing sweepstakes, Each entry
request must be mailed separately. We do not accepl.entries from a third party nor
entries sent in bulk.

Giveaway Supervisors' decisions are final Taxes are the wininer’s responsibility.
Sweepstakas Is open to residents of the U.S,, the UK and Canada. We are nol
responsible* for-lost, delayed or misdirected mail or any emors that may have
occummed [n the printing of this Bufletin, Principals and employees of Publishers
Clearing House, its affiliates and subsidiaries, contest processors, their immedlale
families and Giveaway Supervisors are not efigible. All federal, state and local laves apply.

To to obtain our most recent Bst of winners, or if you wish o stop receiving
Bulletins from us, jst let us know by caling the number oF Writing to us at the
3ddress below.

All PRIZES GUARANTEED TO BE AWARDED

A SHIPANG & HANDLING CRARGE AND PROCESSIVG FEE WitL BE ADOED
TO ALL NON-MAGAZINE ORDERS AS FOLLOWS:

AMOUNT OF

PURCHASE SH & PROCESSING
Up to $10.00 $4.65
SI0.M O S17.00 .. oiiis i isrisssrmmsis s e 59,99
$17.01 © $25.00 $5.95
$25.01 Io $45.00 $7.95
$45.01 and above $8.95

Applizable sales tox will ba addod In CT, MN, NY and W1, Nerchandizs wil be
shipped within 4-6 waska o you il be natified. Overdus payments may be
subject o a fate feo of $1.50.

At Publishers Clearing House, we process onfers the day they amve and rotily publishers and
suppliers to start servics immediately. Weelly magezines are in tha mail to you | just 3 of 4 wegks
- 5at the most. Manthly magazines (and those published less fraquently) i2ke a few waeks more.
Your satisfaction is our main priority.

NOTE: TV GLADE ts unavailable in Puertn Ricg and U.S. possessions. Substription rates for NEWSWEEK vary in
11.S. possessions. Write us, listing your address, and we'l adviss you of the price.

1-800-645-9242

Iﬁl PUBLISHERS CLEARING HOUSE - 101 wiNNERS ClReLt - KT WASHINGTON. et vt 11000

92



"Spua sayejsdasms

9L Jaye [pun Sj JBUUIM UL OYM MOL (M auo oN “Bujuugpm Jo
8JueyJ awes ay] IABH SIUNT |1y 'UOM J9A JON IABH NOA o

‘Ajeesedas pajiew oq 1snw

1senbay Anua yoe3 ‘sayeisdesms Guiobuo yoea vl 8auo paisjua

oq |lim noA sn ajum nok awn yoe3 ‘[ssasppe Hod] ;18 sn Bum

fiq fidwis sainua jeuoppe Jwans Aew nox "wioj Anua ue nok
[few 0} SN Joj Jjem 0] 8ABY 3,UOD NOA "9N[] NOA SY UAYQ SY JOJUT o

: "Buawos sAnq

OUM 3U0JLOS JO S8aUBYI L) S2 poof se isnl ase eseyoind e
nowm Bujuum Jo SaouBYD N0 *UIMA NOA diay 3,uof Buiing o

‘Buyirew siyy ul pasayo szud Yaes o) 89UO paleluL aq |Im nop

“Buyjrew sju} uj psuleiod prealsod Aqu3 881 sy uo suoponysul iy
Mmojjoj 1snf 1ajua o3 bulyifue Ang o} aney 3,uop NoA 6244 Jod Jsjlig »

‘uofdo o 1e Jaijres papreme aq Aews azjid,
000'000'v:1 Duimelq wopuey 00/81/8 208 00'0053%

(00001$® L PUR 00'S2IS © ¢ ‘000513 @ €
'00621$ ® 2 '00°052$ @ | ‘00°000'1$ @ Z '00°000'SS @ 1)
000'00€'2:1 sBumesq wopueYy 00/LE/2 £6. 00°000'6%
000°000'001:1 Jequiny Bujuuim L0/1€/L, 089  uouy 1S
000°000'08:1 13qunN Buluum  00/02/8 652  uow 1$
ONINNIM 40 SO00 A8 0310313S  3Jivd  HIBWON
03 LYWILSI HINNIM  ONION3 AYMVIAID  3ZiNd

S19V4 SANVISIIIMS

wesy| ./ X 6%
adAl juiod z1L

¢-d Haiyxgy

"Spue $e)BISUBBMS BU) JOYR JUN S} JoUUIM By
OUM mouy [I]m euo oN *Buiui jo eousy) swes
BUL BABH 521U (1Y WO 02 JON BARY RO o
‘Ajereledes pejiew eq isnww 188nbes
Anue yoe3 ‘seyeysdeams BuioBuo yoes ) souo
peJelua oq (M nof sn eyum nok ewg yoeg fsseippe
HOd] 3¢ sn Bunpim Ag Adwis sepue feuogippe
Jwgns Aew noa “wioj Anue ue nok jiew o sn o)
HeM 03 BARY J,u0D NOA *B%I] NOA SY UBYQ SY J6IUT o
‘Buipetwos sAnq oym eUDBLIOS J0 SAIUBYD B
se poob se ysnf ese eseyamd e oM Buitum
J0 SBOUBLD JNOA "M NOA they 3,uopm Buikng o
“Bunrew sy vy paleyo ezud y9es 1oy 82u0 pelsyue
8q JIIM noA “Buljiewn sy uf paulRjUOS prEgISeY
Knu3 e84y sy uo suonINDSU] BY; MOjIo} ISNT JB1UB
0} Buyyikue Anq 03 eABy 3,ucp noy *easd Jo4 181 o
‘uoiido o Je Jeyres pepreme eq Aew az|id,

000'000°F:L  0O/8L/8 108 00°005$
(000018 @ £ PUR 00°G21$ ® 2 '00'051$ @ € '00'SZ _.m
® 3 ‘00052 @ | ‘00°000°LS @ Z '00°000'SS @ +
000'00E'Z:L 0071872 £6.  00'000'6%
000'000'00L:L  LO/IE/ka 059 UoNIIN 1S
000'000'08°L  00/02/8 567 oI 1S

ONINNIM 50 S0a0  31v0 HISNNN

GLVWUSI ONIONI AVMVEAAID  3ZINd
S ————————— —————
SV SNVISIIIMS

yesu) G x ¢
__adA} uiod o1

[-g 1agxg

93









Respectfully submitted this [ =  day of Aggmf , 2001

On behalf of the Plaintiff the State of
Colorado, ex rel,
KEN SALAZAR, Attorney General

(oo UL LD,

MARIA E. BERKENKOTTER, 16781%*
First Assistant Attorney General
Business Regulation Unit

Consumer Protection Section

JAY B. SIMONSON, 24077*
Assistant Attorney General
Business Regulation Unit
Consumer Protection Section

ANDREW P, McCALLIN, 20909*
Assistant Attorney General
Business Regulation Unit
Consumer Protection Section

Attomeys for Plaintiff

*Counsel of Record

On behalf of the Defendant
Publishers Clearing House

NATIONAL SETTLEMENT COUNSEL:

Benjamin R. Civiletti, Esq,

Jeffrey D, Knowles, Esq.

William D. Coston, Esq.

Christopher E. Gatewood, Esq.

Venable, Baetjer, Howard & Civiletti, LLP
1201 New York Avenue, NW, Suite 1000
Washington, DC 20005-3917

NATIONAL LITIGATION COUNSEL:
Richard A. Mescon, Esq.

Morgan, Lewis & Bockius LLP

101 Park Avenue

New York, New York 10178

LOCAL COUNSEL:

(o Ve

Neil Peck, 2922

Snell & Wilmer L .L.P.
Suite 1950

1200 Seventeenth Street
Denver, Colorado 80202

Tom McNamara, 19880
Davis Graham & Stubbs, LLP
Suite 500

1550 Seventeenth Street
Denver, Colorado 80202

Attomeys for Defendant



DISTRICT COURT, CITY AND COUNTY OF
DENVER, COLORADO

1437 Bannock Street

Denver, CO 80202

THE STATE OF COLORADO, ex rel. KEN
SALAZAR, Attorney General,

Plaintiff,
V.
PUBLISHERS CLEARING HOUSE,

Defendant. “ COURT USE ONLY =

Case No.: 00-CV-326

Ctrm.: 8

CONSENT JUDGMENT

This matter is before the Court on the parties’ Stipulation for Entry of a Consent
Judgment. The Court has reviewed the Stipulation and the file and is otherwise advised
in the grounds therefor. The Court concludes that good cause has been shown for
entering this Consent Judgment.

Accordingly IT IS ORDERED that:
I. GENERAL PROVISIONS
1. Scope of Consent Judgment. The injunctive provisions of this Consent Judgment

are entered pursuant to the Colorado Consumer Protection Act 6-1-101 et. seq., CR.S.
(2000) and any consumer protection laws relating to sweepstakes promotions and
practices and that are applicable to Publishers Clearing House, a New York limited
partnership ("PCH"), and all of its subsidiaries and affiliates, general partners, officers,
directors, employees, agents, servants, and representatives of any of them, and the
successors and assigns of each thereof, and all persons, corporations, partnerships, and
other entities acting in concert or participating with PCH, who have actual or constructive
knowledge of this Consent Judgment. Notwithstanding anything to the contrary set forth
in this Consent Judgment or otherwise, this Consent Judgment applies to natural persons

DGS-W-0756 Final Consent Judgment. DOC
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only in their respective capacities as directors, officers, employees, agents, or servants of
PCH or other relevant entity and does not create any personal liability, nor shall any of
them be subjected to any penalty or sanction or otherwise personally be answerable for
any conduct that is alleged to be a violation of any provision hereof, but all penalties and
sanctions imposed for such violations shall be imposed solely on PCH or the relevant
entity, as the case may be.

2. Release of Claims. The State acknowledges by its execution hereof that this
Consent Judgment constitutes a complete settlement and release of all claims on behalf of
the State against PCH, and all of its subsidiaries and affiliates, past and present, and their
past and present general partners, officers, directors, employees, agents, servants, limited
partners, and members of its Executive Committee, and representatives of any of them,
and the successors and assigns of each thereof (all such released parties shall be
collectively referred to as the "Releasees"), with respect to all claims, causes of action,
damages, fines, costs, and penalties which were asserted or could have been asserted prior
to the Effective Date under the above-cited consumer protection statutes and relating to or
based upon the acts or practices which are the subject of this Consent Judgment. The
State agrees that it shall not proceed with or institute any civil action or proceeding based
upon the above-cited consumer protection statutes against the Releasees, including but
not limited to an action or proceeding seeking restitution, injunctive relief, fines,
penalties, attorneys' fees, or costs, for any communication disseminated prior to the
Effective Date which relates to the subject matter of this Consent Judgment or for any
conduct or practice prior to the Effective Date which relates to the subject matter of this
Consent Judgment. Notwithstanding the foregoing, the State may institute an action or
proceeding to enforce the terms and provisions of this Consent Judgment or to take action
based on future conduct by the Releasees.

3. Preservation of Law Enforcement Action. Nothing herein precludes the State

from enforcing the provisions of this Consent Judgment, or from pursuing any law

enforcement action with respect to the acts or practices of PCH not covered by this

Consent Judgment or any acts or practices of PCH conducted after the Effective Date of
_this Consent Judgment.

4. Compliance with and Application of State Law. Nothing herein relieves PCH of

its duty to comply with applicable laws of the State nor constitutes authorization by the
State for PCH to engage in acts and practices prohibited by such laws. This Consent
Judgment shall be governed by the laws of the State.

5. Non-Approval of Conduct. Nothing herein constitutes approval by the State of
PCH’s past or future Sweepstakes or other practices. PCH shall not make any

Representation contrary to this paragraph.
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6. Preservation of Private Claims and Relation to Private Settlements. Nothing

herein shall be construed as waiver of any private rights, causes of action, or remedies of
any person against PCH with respect to the acts and practices covered by this Consent
Judgment. PCH agrees to the terms and conditions of this Consent Judgment as
additional obligations above and beyond the terms of its settlement in Thomas G.

Vollmer, et al. v. Publishers Clearing House, et al., United States District Court, Southern
District of Illinois, Case No. 99-434-GPM. PCH hereby waives all arguments and legal
grounds that PCH’s obligations under this Consent Judgment are in any way limited by
the settlement or the court’s order in MQllmgz.

7. Rﬁlallﬂnihln_o_BnQLSj_c_ELMm;mAmgns Nothing herein is affected by
the Agreed Entry and Final Judgment Order in State of Ohio ex rel. Montgomery v,
Publishers Clearing House, Case No. 00CVH-01-635.

8. Use of Settlement as Defense. PCH acknowledges that it is the State’s customary
position that an agreement restraining certain conduct on the part of a defendant does not
prevent the State from addressing later conduct that could have been prohibited, but was
not, in the earlier agreement, unless the earlier agreement expressly limited the State’s
enforcement options in that manner. Therefore, nothing herein shall be interpreted to
prevent the State from taking enforcement action to address conduct occurring after the
entry of this Consent Judgment that the State believes to be in violation of the law. The
fact that such conduct was not expressly prohibited by the terms of this Consent
Judgment shall not be a defense to any such enforcement action.

9. Execution in Counterparts. This Consent Judgment may be executed in

counterparts.

II. DEFINITIONS

10.  Definitions. The following definitions shall be used in interpreting the terms of
this Consent Judgment.

a. “Bonus” means any item or items offered as an inducement to purchase
other merchandise, or made available only to persons ordering such other
merchandise, where (i) no additional payment is required to obtain the
item(s) and (ii) the item(s) have a total retail value of $30.00 or less,
adjusted annually by the percentage change in the Consumer Price Index
since the Effective Date. -

b. The “Buying Won’t Help You Win Message” means the following
statement: “Buying Won’t Help You Win. Your chances of winning
without a purchase are the same as the chances of someone who buys















conditions that must be satisfied in order for the Recipient to be
determined as the winner. All such conditions must be

(1) stated in readily noticeable and readily understandable terms,

(ii)  presented in such a manner that they are an integral part of the
Representation and not separated from the remainder of the
Representation by intervening words, graphics, or colors or blank
space in excess of a single horizontal space or the vertical distance
between two lines which are single spaced,

(iii)  made in terms, syntax, and grammar that are as simple and easy to
understand as those used in the Representation, and

(iv)  presented in such a manner that they appear in not less than 100%
of the type size and in the same type face, color, style, and font as
the remainder of the Representation. '

A general Representation, such as that an entry is necessary to win, that is
clearly applicable to all Recipients of the communication is not subject to
the requirements of this subparagraph.

Neither such Representation nor any conditional phrases, terms, or
statements necessary to make it truthful uses the present or past tense in
referring to the Recipient as a winner, or otherwise Represents that the
Recipient is presently a winner or has already won.

Such Representation does not Represent that the Recipient has already
won, is a winner, definitely will win in the future, or has a greater
likelihood of being declared the winner than he or she actually has.

Such Representation is not presented in such a way as to cause a
likelihood of confusion or misunderstanding as to Recipient’s status as a
winner or possible winner.

15.  Representations Relating to Potential Winning or Enhanced Status.

a.

PCH shall not Represent to a Recipient that

(i) he or she will win, is likely to win, is close to winning, or that his
or her winning is imminent;
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(iv)

Using

(a)

(b)

(b)  Arequest for information concerning the Recipient's
preferences for events relating to the awarding of a
Sweepstakes Prize.

(c) A request for the Recipient to execute a document or
agreement, such as a release, publicity document, or a
confidentiality agreement, that creates or is Represented to
create duties, obligations, or other commitments arising out
of or related to the awarding of a Sweepstakes Prize.

(d) A request for information conceming the Recipient's
preferences regarding characteristics of the Prize to be
awarded, such as the color of a vehicle unless:

(1) either (a) such information is actually recorded and
 wused by PCH or (b) the response to the request is
clearly optional, and

(2) - suchrequestis presénted in such a manner that it (a)
is clearly being made of all Recipients of the
communication, (b) does not Misrepresent the
Recipient's chances of winning, and (c) includes the
Clear and Conspicuous statement "You Have Not
Yet Won. We Don't Know Who the Winner Is."

So long as the request is otherwise in compliance with all of the
foregoing provisions of this paragraph 15(c)(iii)(d) and the other
provisions of this Consent Judgment, PCH may request
information concerning the Recipient's eligibility to enter and win
the Sweepstakes or the completion of an entry requirement or the
use of a device that is required for entry.

the terms “Tied,” “Tie Breaker,” “Guaranteed Winner,” “Endorsed
to Win,” “Candidate to Win,” “Approved to Win,” “Guaranteed to
Win,” “On Call to Win,” “Finalist” or “Final Round;” or

any term that Misrepresents that the Recipient has an enhanced
status or position within a Sweepstakes superior to other timely
entrants to describe any such status or position.

10
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\))

(vi)

(vii)

(viii)

(ix)

Representing that any Sweepstakes is an “instant win” contest or that a
winner will be determined immediately unless either:

(a) in the case of a pre-selected number Sweepstakes, the matching of
entries is performed as the entries are received by PCH and any
winner is promptly announced, or

(b) in all other cases, there are procedures in place to monitor
deliveries and identify and announce a winner promptly after
receipt.

Representing that the Prize Patrol is coming to the Recipient’s house to
award a Prize, or using the Prize Patrol or any reference to the Prize Patrol
to Misrepresent

(a) that the Recipient is receiving individualized attention from PCH
in connection with winning a Prize,

(b)  “that the Recipient's winning is imminent,
(©) that the Recipient is more likely to win than is in fact the case, or

(d) that the Recipient is among a select group with an enhanced chance
of winning a Prize.

Representing that PCH or one or more of its representatives wish to be
able to or may communicate to the media, the public, or anyone else as to
whether the Recipient placed an Order in connection with his or her
winning entry.

Representing that the Recipient should conceal the contents of any
Sweepstakes Communication, or should not reveal the contents of any
Sweepstakes Communication to any other person, or should not speak
about the promotion or contest with anyone else. -

Representing that any communication has been sent by overnight mail,
courier, express mail, special delivery, or any other form of expedited
delivery or special handling when such is not the case, or otherwise
suggesting the use of some delivery method other than the method actually
used.

11
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)

(xi)

(xit)

(xiii)

(xiv)

(xv)

(xvi)

Representing, when such is not the case, that the contents of a mailed
communication require the Recipient’s urgent attention, that the mailing
was “monitored,” that the government played some role in approving or
originating the mailing, or that the postal service or government provided
any degree of heightened attention or protection to the mailing; provided
that generalized requests for a prompt response shall not be deemed to
violate this provision.

Representing that the Recipient is the only person, or is one of only a few
persons, to whom the communication has been delivered, when such is not
the case, or Representing that the group of persons to whom the
communication has been delivered is smaller than it actually is.

Using a return address that

(@)  Represents that the sender is not PCH or a licensee or tradename
owned by PCH,

(b)  thatincludes the name of an indiviciual, department, or business
function as the sender that does not exist or that is not responsible
for matters covered in the communication in question,

(c) Represents that the individual or department has any influence or
ability to increase the likelihood that the Recipient is or would be a
winner, or

(d) identifies the sender as PCH’s Board of Judges.

Using a scratch-off device that reveals information Representing that the
Recipient was lucky to receive the scratch-off device, or that the
information communicated by the device is determined by luck, when in

fact all or substantially all Recipients received scratch-off devices bearing
the same or substantially the same information.

Representing that the Recipient shares characteristics with past
Sweepstakes winners other than having entered.

Setting out the Recipient’s name on a list of winners.

Representing that the Recipient is lucky or is on a lucky streak.

(xvii) Using congratulatory expressions to Misrepresent that the Recipient has

12
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winning, such as through report cards, performance reviews, and winner
profiles.

Representing that a person who enters and Orders will or may be eligible
to receive additional Prizes or more likely to win than a person who enters
but does not Order, or that a person who enters and Orders will or may be
given any advantage over a person who enters but does not Order.

Representing that a person who enters but does not Order will or may
receive fewer Prizes or be less likely to win than a person who enters and
Orders, or that a person who enters but does not Order will or may be
subjected to any disability or disadvantage to which a person who enters
and Orders would not be subjected.

Representing that persons who Order will or may receive or be more likely
to receive future communications containing Sweepstakes entry
opportunities than those who fail to Order, or that a communication
containing an entry opportunity was or was not received because the
Recipient did or did not Order in the past, provided that PCH may
Represent ;

(i) that specific product offers are being offered or will or may be
offered to the Recipient based on his or her actual Order activity
and indicated interest in such products, or

(ii)  that the Recipient has qualified or will qualify for special discounts
or product offers or customer privileges with respect to purchasing
by reason of actual Order activity.

Representing that persons who fail to Order will or may not receive or will
or may be less likely to receive future Sweepstakes entry opportunities, or
that a communication was not received because the Recipient failed to .
Order in the past.

Offering in any sales solicitation or billing effort any opportunity to enter
a Sweepstakes that is or appears to be available only to persons who have
previously Ordered or paid for products (‘“Customer-Only Sweepstakes”)
unless in accordance with the following:

6)) No present or future purchase is required to enter the Customer-
Only Sweepstakes, and no Representation to the contrary is
included in such communication;

15
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(i)  No Representation is made to the Recipient that he or she would,
by Ordering, qualify to receive an opportunity to enter Customer-
Only Sweepstakes in the future;

(i)  Such Custorher—Only Sweepstakes are offered only infrequently
and irregularly; and

(iv)  Such Customer-Only Sweepstakes are not presented in such a
manner as to give rise to an expectation that such opportunities will
be available in the future.

1. Representing that membership in a club in which membership is or :
appears to be based on Orders or Ordering history, such as, without
limitation, the President’s Club or the President’s Gold Club, increases or
may increase the Recipient’s likelihood of winning a Sweepstakes or a
Prize, or enhances or may enhance the Recipient’s eligibility for additional
Sweepstakes, Prizes, or entry opportunities.

21.  Representations Related to Preexisting Entries, PCH shall not Represent that the

Recipient's failure to respond to a communication will or may result in the forfeiture or
other loss of any previous valid entry or loss of any Prize to which the Recipient is or
may be entitled, or Misrepresent that failure to timely return an entry will or may result in
a loss of opportunity to enter the same Sweepstakes by response to another mailing or by
an alternative method of entry.

22.  Representations Related to Payment of Invoices. PCH shall not Represent to a

Recipient that his or her payment history, failure to pay an invoice or payment of an
invoice will or may affect the Recipient’s likelihood of wmmng a Sweepstakes or
eligibility for a Sweepstakes.

B. Business Practices -- Required Disclosures
23.  Remedial Advertising in Sweepstakes Communications.  For a period of two (2)

years, commencing with the Effective Date, PCH shall include one of the remedial
messages set forth below on the front side of the Order device, the front side of the
primary letter, or the front side of the Sweepstakes Facts insert in each Sweepstakes
Communication delivered by mail that contains an opportunity to Order Merchandise.
The message must be Clear and Conspicuous, and PCH shall use each remedial message
an equal number of times by changing the remedial message approx1mate1y every third
mailing.

16
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“What's wrong with this word: GNIYUB? That's right! It’s backwards.
And if you think that you need to buy in order to win a Sweepstakes, that’s
backwards too. No purchase has ever been necessary to enter and win a
PCH Sweepstakes. In fact, it would not be lawful to require a purchase to
enter a Sweepstakes, and we don’t want you to purchase a product unless
it is right for you,”

“Does buying help you win? Absolutely not! In fact, many of our
winners have been non-purchasers. They won and they didn’t buy a thing!
Here’s how it works. When your Sweepstakes entry comes to PCH, it
doesn't matter whether you have purchased anything or not (either this
time or in the past). It is luck - not purchasing - that determines who

"’

wins!

“Do you know the law about Sweepstakes? Buying will not help you win.
In fact, in any lawful Sweepstakes, all entries have an equal opportunity
to win. So it doesn't make any difference whether or not you purchased.
It is all the luck of the draw.”

24, Sweepstakes Facts Disclosure. The Sweepstakes Facts Disclosure shall consist of
a box containing the Prize Data Grid ("Prize Data Grid") and the four Sweepstakes F acts

Messages ("Sweepstakes Facts Messages").

a.

The Prize Data Grid shall appear as set forth in Exhibit A hereto and
contain the following matter and no other:

1) A heading entitled “Sweepstakes Facts™ printed above the Prize
Data Grid in boldface type at least 125% the size of that type
which shall appear within the Prize Data Grid.

(i)  The Prize Data Grid containing the following information:
(a) a column identifying all major Prizes (including at least the
Prize of greatest value for each Sweepstakes into which
entry is offered in that communication and any other Prize
specifically identified in the communication), and
(b) a column identifying, if not identical to the identification of

the Prize, the Prize’s value, and, if applicable, the quantity
of the Prize or Prizes to be awarded in this category,

17
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(iif)

(iv)

(c) a column stating the numerical Odds of Winning the Prize
as a 1 in “n” ratio, and

(d) a column statidg the Sweepstakes End Date.

The Sweepstakes End Date means the last date by which any entry
may be received in the particular Sweepstakes identified in the
Prize Data Grid. Such date may be no more than thirty (30) days
before the winners are selected. In the event a Sweepstakes Prize
may be awarded before the Sweepstakes End Date, PCH may
indicate that fact by placing a footnote on the Sweepstakes Facts
Disclosure which shall state "Winner may be determined earlier.
See Official Rules for Details." and PCH shall provide in the
Official Rules an a readily understandable explanation of any
winner-selection process that may determine the winner before the
Sweepstakes End Date.

In addition to the above information, PCH may also include in the
Prize Data Grid the name or identifying number of any
Sweepstakes into which entry is offered, as well as the winner-
selection method presented in separate columns so long as the
information contained within each column in the box remairis
clearly distinct and can be easily read.

The Sweepstakes Facts Messages contain the following four statements,
cach presented as its own paragraph separate from the other paragraphs
and with the caption of each paragraph set in boldface type so as to
contrast with the remainder of the message:

()

(ii)

You Have Not Yet Won. All Entries Have the Same Chance of
Winning. The winner has not been identified. We don't know who
the winner is. If you enter our Sweepstakes, your entry will have
the same chance to win as every other entry.

Enter for Free. You don't have to buy anything to enter. Just mail
the entry form included in this mailing or follow the instructions in
the Official Rules.

18
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(iii)  Enter As Often As You Like. You don't have to wait for us to
mail you an entry form. You may submit additional entries simply
by writing us at: [specify address). Each time you write to us you
will be entered once in each ongoing Sweepstakes. Each entry
request must be mailed separately. ‘

(iv) Buying Won't Help You Win. Your chances of winning without
a purchase are the same as the chances of someone who buys
somethmg It would not be lawful to give any advantage to buyers
in a Sweepstakes.

Ck The Sweepstakes Facts Prize Data Grid shall be placed immediately above
the Sweepstakes Facts Messages and the content of the Sweepstakes Facts
Disclosure shall be presented so as to be Clear and Conspicuous and not
overlaid with any graphic design, text, or color from outside the
Disclosure except as permitted in paragraph 26.

25. Sweepstakes Facts Disclosure Insert. PCH shall mclude in all personalized

Sweepstakes Communications containing Sweepstakes entry opportunities or offering
Merchandise for sale and all other Sweepstakes Communications that contain both a
Sweepstakes entry opportunity and an offer of Merchandise for sale the Sweepstakes
Facts Disclosure Insert. The Sweepstakes Facts Disclosure, consisting of the Prize Data
Grid and the Sweepstakes Facts Messages, shall be stated Clearly and Conspicuously in
accordance with the format of Exhibit "A" attached hereto, the requirements of paragraph
24 above, and the following:

a. The Sweepstakes Facts Disclosure shall appear on a separate free-standing
insert.
b. The insert shall contain no other matter on the side bearing the

Sweepstakes Facts Disclosure, except as permitted by paragraph 23, and
on the reverse side no matter other than the PCH logo, company name,
address, copyright symbol, the Official Rules, consumer and customer
service information (such as refund policies, return procedures, and no
purchase necessary messages), or any combination thereof.

c. The insert may not be folded so as to split the Sweepstakes Facts Box
unless folding is necessary to insert it into the envelope in which it is

mailed. If the insert is folded, it shall be folded with the Sweepstakes
Facts Disclosure facing out.

19
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27.  Official Rules. Official Rules shall be included in all Sweepstakes
Communications including Sweepstakes entry opportunities. The Official Rules shall be
prominently identified by the words “Official Rules” or the like, and all references to the
Official Rules shall be consistent within the Sweepstakes Communication. The Official
Rules or a copy of them shall be placed so that they may be retained by the Recipient
after responding, and, in any case in which the Official Rules appear on an entry or Order
form, they shall include a Clear and Conspicuous statement as to where a retention copy
may be found.

28.  Disclosures in Sweepstakes Communications, PCH shall, at a minimum, Clearly

and Conspicuously disclose in all Sweepstakes Communications including opportunities
to enter and Order messages to the effect that no purchase is necessary to enter and that &
purchase will not improve a person's chance of winning, in each case,

a. on the face of the Entry Device or Order device, as provided herein, in all
communications that include either device;

b. In the Official Rules, and

c. in at least one other place in the communiczition.
29.  Internet Disclosures. This agreement shall apply as fully as practicable to

communications via the Internet, including E-mail and Internet web pages. To the extent
that placement or formatting requirements for certain disclosures imposed herein cannot
be complied with in this electronic medium, the following provisions will control:

a. In Sweepstakes Communications containing an entry opportunity
delivered via E-mail, the disclosures required in paragraph 24 above and
set out in Exhibit A shall be made in the text of the E-mail itself. In
Sweepstakes Communications containing an entry opportunity presented
on a web page, the disclosures required in paragraph 24 above and set out
in Exhibit A shall be made on the web page itself or by link to a PCH web
page containing only those disclosures, provided that such a link must
Clearly and Conspicuously identify what information is to be found at the
link, e.g. Sweepstakes Facts, or Official Rules.

b. The provisions of this Consent Judgment pertaining to the method of entry
and disclosures required thereon, shall be modified to be consistent with
the methods of entry permitted under the Official Rules of the
Sweepstakes offered in the communication. In the context of a web page,
such disclosures shall be arranged substantially as described in paragraph
24 and Exhibit A, and the availability of such disclosures shall be
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disclosed to viewers of PCH’s web site prior to their placing an Order or
entering a Sweepstakes and shall be presented to viewers by means of a
conspicuous icon clearly identified as “See Sweepstakes Facts” which
appears on the web site’s homepage, on all Order pages and on all entry
pages, and the availability of the Official Rules shall also be clearly
disclosed and identified as “Official Rules.”

C. Business Practices -- Conduct of Skill Contests And Sweepstakes

30.  Skill Contests. PCH shall not offer a Skill Contest in any Sweepstakes
Communication. PCH shall not mail a Skill Contest offer into any State in which Skill
Contests are not legal.

31. Identification of Premiums and Bonuses. PCH shall not Misrepresent the nature,

attributes or value of any Premium or Bonus. Without in any way limiting the scope of
the foregoing, PCH shall Clearly and Conspicuously disclose in any Sweepstakes
Communication delivered by mail that includes a Premium or Bonus offer:

a. The identity and retail value of all Premiurrf§ offered in the Sweepstakes
Communication; and

b. The nature and maximum retail value of any Bonus offered in the
Sweepstakes Communication where some Representation is made as to its
nature or value; provided that the foregoing shall not prohibit a “mystery”
Bonus or similar promotions in which no Representation as to the specific
identity of any particular item or the value of the item is made, as long as
PCH Clearly and Conspicuously discloses in any such "mystery” Bonus
offer the maximum retail value of the highest valued item available.

32.  Representations of Chance in Premium and Bonus Offers. PCH shall not offer a
Premium or Bonus in any Sweepstakes Communication delivered by mail if there is or is
Represented to be any element of chance involved in the selection of the items to be
received.

a. Fbr thé pﬁrposes of this paragraph, an element of chance will be deemed to
be involved in the selection if:

() The offer includes a Premium or a Bonus for which a payment or
purchase of some designated amount or item does not ensure
receipt,
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distinguish as optional the placement of any Order in response to the
communication.

C. PCH shall Clearly and Conspicuously disclose on the Entry Form that the
completion or use of the Order-related portion is optional to the use of the
Sweepstakes-related portion, state the disclosures described in paragraph
28, and include a Clear and Conspicuous reference to the location of the
Sweepstakes Facts. Additionally, for a term of three years following the
Implementation Date of this Judgment, PCH shall Clearly and
Conspicuously state "Buying Won't Help You Win " in proximity to the
Order-related portion. In a Sweepstakes Communication offering an
Order and entry opportunity which is made through E-mail or through an
Internet web page, the disclosures required by this paragraph shall be
Clear and Conspicuous and presented in such as manner as to distinguish
as optional the placement of any Order in response to the communication.

d. Any form, device, mechanism, or instructions related thereto, offered for
use in placing an Order shall be easily distinguishable from all forms,
devices, mechanisms or instructions relating to entering a Sweepstakes
and shall Clearly and Conspicuously Represent that ordering is optional.

34,  Write-In Entries. In addition to any Entry Form offered by a Sweepstakes
Communication, PCH shall make available the opportunity to enter current ongoing
Sweepstakes simply by writing to, or otherwise communicating with, PCH to request
entry and may disclose such alternative entry methods in such Sweepstakes
Communications.

35.  All Entries to be Treated Equally. PCH shall not give any advantage to an entry
in a Sweepstakes accompanied by an Order, or subject an entry not accompanied by an
Order to any disadvantage.

36.  Treatment of Non-Order Entrants. In all aspects of every Sweepstakes, PCH
shall treat equally persons who enter but do not Order any Merchandise (“Non-Order
Entrants”) and persons who both enter and Order (‘‘Order Entrants”). PCH shall not
impose any requirements, burdens, or expenses on Non-Order Entrants that are not also
imposed on Order Entrants relative to their participation in any Sweepstakes. PCH shall
not exclude Non-Order Entrants from any aspect of the Sweepstakes or other contest that
is available to Order Entrants. Without in any way limiting the scope of the foregoing, the
following acts and practices are deemed to violate this provision:

a. Requesting or requiring any action, information or the return of
any document from an Order Entrant that is not also requested or
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required of a Non-Order Entrant, unless the action, information, or
document is reasonably necessary to process the Order or future
Orders, or relates to the person’s interest in receiving future
product offers, but only if such requests or requirements make no
reference to any Sweepstakes, entry or Prize, or Represent any
advantage in a Sweepstakes; or

b. Requesting or requiring Non-Order Entrants to fulfill any
requirement or perform any function, including providing
information, that is not requested or required of Order Entrants.

37. Deadlines for Return of Sweepstakes Entries. PCH shall not Misrepresent the

entry deadlines for any Sweepstakes or Sweepstakes entry included in a Sweepstakes
Communication. Without in any way limiting the scope of the foregoing, PCH shall not,
in a Sweepstakes Communication delivered by mail or by newspaper or magazine

- advertisement:

a. Represent that any date other than the Sweepstakes End Date is the
deadline for an entry unless the specific calendar date by which the entry
must be received is set forth Clearly and Conspicuously in the
communication. :

b. Represent that any date is the deadline for an entry unless entries that do
not meet the deadline are treated as ineligible and PCH has procedures in
place to identify and record such entries as ineligible.

c. Misrepresent the deadline for entering a Sweepstakes or the importance or
the need for promptness in responding.

d. Represent that entries must be returned or other action must be taken by a
certain deadline, where that deadline is different from the deadline for
another Sweepstakes offered in the communication, unless the
Representation identifies, Clearly and Conspicuously and in a readily
understandable manner, the Sweepstakes to which the deadline applies.

38.  Prize Description and Award. All Sweepstakes Communications including entry
opportunities shall Clearly and Conspicuously describe the Prize offered, the deadline for

entering to win the Prize, the Prize award date, and the name or identifying number of the
Sweepstakes or other contests under which the Prize is being offered. No description of
any Prize contained in a Sweepstakes Communication shall conflict with the terms of or
the description of that Prize in the Official Rules included in that communication. PCH
shall award all Prizes as offered.
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39.  Preselected Numbers. In any Sweepstakes promotion using a preselected winning
number, PCH shall ensure that the preselected number is among the numbers actually
mailed to potential entrants prior to the end of the Sweepstakes promotion and shall select
a winner, by alternate method, on the Sweepstakes end date or Prize award date in the
event that the preselected number is not returned.

D. Business Practices -- Billing And Payment Processing

40. Invoices. PCH shall disclose on the invoice sent to consumers ordering magazine
subscriptions the title(s) ordered and the duration of or number of issues in the
subscription. For each product other than 2 magazine subscription, PCH shall disclose on
the invoice the product ordered and the price. All invoices shall disclose the procedure °
for contacting PCH to exercise rights, if any, under its refund and return policy applicable
to the subscription or product. If the product is one in a series of products to be delivered,
the invoice shall also disclose that the product is part of a series and, if known, the total
number of products in the series that will be shipped (e.g., “shipment 1 of 12") or the
timing of future shipments (e.g. “You will receive an item every month”).

41. Billing Cycles. Invoices subsequent to the initial 1iOrder acknowledgment and
request for payment shall be issued only after a customer has had a reasonable amount of
time (ordinarily not less than 20 days) to receive and pay the preceding invoice. All
payments shall be posted promptly and in accordance with customary commercial
standards.

42. Treatment of Duplicate Payments. Upon receipt from a customer of 2 duplicate or
excess payment for a magazine Order, the customer will be promptly notified with an
opportunity to request a refund or have the subscription extended and, upon receipt from
a customer of a duplicate or excess payment for a product Order, the duplicate payment
will be applied to the open balance on another purchase or promptly refunded.

43,  Complaint Handling. PCH shall establish a state liaison whose responsibilities
include resolving issues referred by state law enforcement agencies. PCH shall promptly
respond to consumer complaints, including but not limited to complaints concerning
Merchandise Orders, billing, billing statements and collections.

44,  Refund Policy. Each Sweepstakes Communication containing Order
opportunities and each Order acknowledgment or initial invoice shall Clearly and
Conspicuously disclose PCH’s refund policy. PCH’s refund policy shall, at a minimum,
require PCH to provide a full refund of the amount paid, including related shipping and
handling charges, if the customer returns the Merchandise within the stated refund period.
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45.  Toll-Free Customer Service Telephone Numbers. Toll-free customer service
telephone lines shall be maintained and made available by PCH such that consumers may
call to obtain answers to questions and assistance with problems. The toll-free number
shall appear on all Sweepstakes Communications including entry opportunities and on all
Order acknowledgments. The toll-free number shall have a commercially reasonable
number of toll-free lines and be staffed during normal business hours. PCH's website
will continue to include an E-mail address to which service-related electronic
communications may be transmitted to the company. The toll-free number shall be
available through Toll-Free Directory Assistance.

E. Business Practices — Protection of Consumers
46.  Identification of Customers Who May Be Vulnerable

a, As soon as practicable, but not later than 90 days, after the Effective Date
of this Consent Judgment, PCH shall identify each person shown on its
records with an address in the State with paid Orders from Sweepstakes
Communications including Order opportunities of over $1000 in 1996,
over $1000 in 1997, over $1500 in 1998, and over $2000 in 1999 (“1996-
1999 High Activity Customers”). Any such person so identified as a
1996-1999 High Activity Customer in any three of those four years shall
be marked on PCH's promotion file as an account not to be mailed
Sweepstakes Communications including Order opportunities
("suppressed") and no such person shall be returned to an active mailing
category for receipt of Sweepstakes Communications including Order
opportunities unless and until the Special Compliance Counsel determines
through the use of a survey to be conducted by a competent and
independent third party approved by, and under the direction and control
of, the Special Compliance Counsel that the person is not generally
confused or disoriented, does not persist in the belief that buying will help
him/her win, and is not making excessive purchases in relation to his/her
means,

b. As soon as practicable, but not later than 90 days, after the Effective Date
of this Consenit Judgment, PCH shall identify for the twelve-month period
commencing with January 1, 2000, and ending with December 31, 2000,
each person shown on its records with an address in the State with paid
Orders from Sweepstakes Communications including Order opportunities
of $2000 or more for magazines and Merchandise combined for the
period. All such persons shall be suppressed, and no such person shall be
returned to an active mailing category for receipt of Sweepstakes
Communications including Order opportunities unless and until the
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Special Compliance Counsel determines that such communications are
appropriate for the person via the survey method described in
subparagraph 46(a).

For the six-month period commencing with January 1, 2001, and ending
with June 30, 2001, PCH shall within 30 days after the end of the period
identify each person shown on its records with an address in the State with
paid Orders from Sweepstakes Communications including Order
opportunities of $1250 or more for magazines and Merchandise combined
for the period. All such persons shall be suppressed, and no such person
shall be retumed to an active mailing category for receipt of Sweepstakes
Communications including Order opportunities unless and until the
Special Compliance Counsel determines that such communications are
appropriate for the person via the survey method described in
subparagraph 46(a).

PCH shall, on or before January 31, 2002, identify each person shown on
its records with an address in the State with paid Orders from Sweepstakes
Communications including Order opportunities of $2000 or more for
magazines and Merchandise combined for the period from January 1, 2001
through December 31,2001. All such persons shall be suppressed, and no
such person shall be returned to an active mailing category for receipt of
Sweepstakes Communications including Order opportunities unless and
until the Special Compliance Counsel determines that such
communications are appropriate for the person via the survey process
described in subparagraph 46(a).

As soon as is practicable after the Effective Date of this Consent
Judgment, but in any event on or before January 1, 2002, an independent
expert retained by the Special Compliance Counsel shall oversee the
development of a statistical model (the "High Activity Classification
Model") by the Settling States and PCH to identify persons who are not
appropriate Recipients of Sweepstakes Communications with Order
opportunities. The Settling States are entitled to be advised, at their own
expense which may be reimbutsed from the funds recovered pursuant to
paragraph 56 herein, by their own expert regarding this development. On
approval of the High Activity Classification Model by PCH and the State,
said approval not to be unreasonably withheld by either party, PCH shall
adopt and implement the High Activity Classification Model as the sole
and exclusive method for purposes of suppressing consumers who are
inappropriate Recipients shown on its records with an address in the State.
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In the first calendar quarter of 2003 and the first calendar quarter of each
year thereafter, PCH shall identify all customers with paid Orders from
Sweepstakes Communications including Order opportunities of $1000 or
more for magazines and Merchandise combined within the preceding
twelve-month period and apply the High Activity Classification Model to

them.

(1)

(i)

(iii)

All such customers with model scores that predict a likelihood of
being inappropriate Recipients of Sweepstakes Communications
with Order opportunities shall be suppressed.

All relevant information used in developing and applying the High
Activity Classification Model, or any instrument used to replace it,
shall be made available to the Special Compliance Counsel, and’
upon request and for the purpose of developing and implementing
the High Activity Classification Model or evaluating its
performance, to PCH, a single Settling State, or group of Settling
States, or its or their designees, subject to a mutually agreeable
confidentiality agreement binding on the Recipient of the
information and its or their agents limiting the use and
dissemination to the purpose stated above.

In the unanticipated and unlikely event that PCH and the State do
not agree upon the High Activity Classification Model, PCH shall
identify each person shown on its records with an address in the
State with paid Orders from Sweepstakes Communications
including Order opportunities of $2000 or more in the prior
calendar year and determine if the person is appropriate for receipt
of Sweepstakes Communications including Order opportunities via
the survey process described in subparagraph 46(a). All persons
determined to be generally confused or disoriented, or who persist
in the belief that buying will help him/her win, or who are making
excessive purchases in relation to his/her means shall be
suppressed. In addition, each person shown on PCH's records with
an address in the State with paid Orders from Sweepstakes
Communications including Order opportunities of $5000 or more
in the prior calendar year shall be.suppressed.

Separately and independently, PCH shall institute a system that will
permanently suppress on a monthly basis all customers referred by any
Attorney General’s Office to the Special Compliance Counsel for
suppression, provided that the Special Compliance Counsel will review
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the event PCH assumes the duties of Special Compliance Counsel as
described in subparagraph 461 below, the above-described information
shall be used by PCH only for the purposes stated in this subparagraph.

k. Notwithstanding any other provision of this Judgment, the Special
Compliance Counsel shall provide to any Attormey General of any Settling
State, upon written request, the names and addresses of each person shown
on PCH's records with an address in his or her State who has been
suppressed, or who has paid Orders from Sweepstakes Communications
including Order opportunities of $2500 or more in the calendar year prior
to the year in which the request is made, and their status as suppressed or
not suppressed. "

L, In the event PCH does not retain Special Compliance Counsel following
the expiration of the requirement set forth in paragraph 52 below, then
PCH may assume the surviving duties described by this paragraph 46.

47, M&Qﬁﬂ:&iﬂﬂl&mmﬂmﬁ Once aperson has been
permanently suppressed from PCH’s mailing lists in accordance with paragraph 46, PCH
shall do all of the following:

a reject all Orders placed by the suppressed person after suppression,

b. refrain from billing the suppressed person for Orders placed after
suppression, and

c. automatically refund any monies received from the suppressed person for
payment of Orders placed after suppression.

48.  ListRental. PCH shall ensure that the names of all customers to whom
communications are discontinued pursuant to paragraph 46 above are removed from all
lists made available by PCH for sale or rental to others.

49. Do Not Contact Requests. PCH shall include in each Sweepstakes
Communication including entry opportunities a Clear and Conspicuous statement of the
procedure by which a Recipient’s name may be removed from the company’s active
mailing list. This procedure shall include acceptance of “do not contact” requests made
by telephone call to a toll-free number identified in the notice or by mail to an address
identified in the notice. PCH shall accept “‘do not contact” requests made directly by the
Recipient or made on behalf of the Recipient by a guardian, conservator, primary
caregiver, family member, or legal representative, or made, in writing, by the State’s
Attorney General. PCH shall add the name and address provided in any such request,
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together with all variations of the name and address on its list that PCH can, with
reasonable diligence, determine would result in delivery of a communication to the
person, to the “do not contact” list. PCH shall exclude the names and addresses on such
“do not contact” list from all lists of names and addresses used to select Recipients for
PCH Sweepstakes Communications (other than billing and collections communications
for open Orders and Customer Service communications which contain no Sweepstakes
promotional material or entry opportunities). PCH shall not include in any other
communications inducements to request removal from the “do not contact” list. PCH
shall not accept any Orders from such person in the name and at the address on its “do not
contact” list whose “do not contact” request was made on behalf of the Recipient by a
guardian, conservator, primary caregiver, family member, or legal representative or the
State’s Attorney General. PCH shall maintain a record of all such “do not contact”
requests in such form or forms as shall permit the permanent suppression of such names
and addresses from future Sweepstakes Communications. Any such request shall be
given effect by PCH not less than forty-five (45) days after receipt and shall remain in
effect until PCH receives notice to the contrary from the Recipient or any such other
person; provided that, in any case in which the original request was made by a legal
representative of the person or the State’s Attomney General, the request shall be changed
only upon notice from the same or another legal representative or the Attorney General,
respectively. PCH shall ensure that any name and address on its “do not contact” list is
removed from all lists made available by PCH to others for marketing purpdses. PCH
shall exercise reasonable diligence to ensure that the names and addresses on its “do not
contact” list are suppressed from each and every new list obtained, rented, or used by
PCH before any Sweepstakes Communication is sent to the names and addresses on the
new list.

50.  Payment for Failure to Comply with Do Not Contact Requests. In any instance
in which PCH, after the period allowed by paragraph 49 hereof, selects the name and
address of a person in connection with whom a “do not contact” request has been
submitted in accordance with paragraph 49 to receive a communication in violation of
that paragraph, and the person actually receives the communication from PCH in the
name and at an address variation which reasonable diligence on the part of PCH would
have identified, PCH shall pay five hundred dollars ($500.00) as directed by the State.

51.  Duplicate Names. PCH shall employ reasonable diligence to remove from its
mailing lists duplicate accounts for consumers (i.e., names and addresses that can be
ascertained from the information known to PCH to relate to the same consumer), and
prevent the reappearance of such duplicates, which shall include at least the following:

a. PCH shall process all incoming names and addresses from rented lists
using industry standard or better software designed to identify duplicate
households (such as the currently used Acxiom software) and eliminate
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any individuals found to duplicate other rented names or to match an
individual on its current customer database;

PCH shall perform address standardization and matching of all incoming
Orders from prospect mailings against its current customer database to
identify and eliminate any duplicate records;

PCH shall at Jeast four times a year perform address correction of its
current customer database using industry standard or better software,
which may be that which at present is certified by the United States Postal
Service, to ensure that customers' postal code and area of residence are
consistent and up to date; and

PCH shall at least twice a year update its current customer database using
a licensed supplier of the National Change of Address (NCOA) file
provided by the Postal Service to identify and update the records of
individuals on its current database who have changed their addresses.

Compliance Counsel.

PCH shall engage 2 law firm of national standing and recognized
competence in the area, which may be Venable, Baetjer, Howard &
Civiletti, to act as Special Compliance Counsel in respect to this Consent
Judgment. PCH shall ensure that Special Compliance Counsel has the
following authority and is adequately empowered to assume the following
duties and responsibilities:

(1) Monitoring PCH's compliance with the terms of this Consent
Judgment, applicable state and federal laws, and PCH's internal
promotional, billing, and collection policies and procedures;

(i)  Reviewing and approving for use PCH's Sweepstakes mailings and
other promotional materials;

(iii) Monitoring PCH's Customer Suppression program as established
under the terms of this Judgment;

(iv)  Conferring periodically with PCH's General Counsel and Director
of Consumer Affairs, who are PCH's principal compliance officers,

and with PCH's Chief Executive Officer, regardmg PCH's
compliance efforts;
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)

(vi)

(vii)

(viii)

(ix)

(x)

Making recommendations to PCH and its executives concerning
improvements to its promotional, billing, and collection policies
and procedures and its consumer education and protection
programs;

Providing direct liaison to the Settling States with respect to any
consumer complaints, requests, or inquiries, any requests or
inquiries of the Settling States, and any other matters arising from
this Judgment and its implementation;

Monitoring the resolution of consumer complaints, requests, and
inquiries delivered to PCH by the Offices of the Attorneys General
of the Settling States and by consumers residing within the Settling
States;

Resolving such consumer complaints, réquests, and inquiries on a
case-by-case basis, which resolution may include determining
whether refunds may be appropriate ":and whether a consumer
should be removed from PCH's mailing lists and instructing PCH
accordingly; and :

Recommending responses to any requests or inquiries from the
Attorneys General of the Settling States and resolutions of any
complaints from the Attorneys General of the Settling States
regarding alleged violations of this Consent Judgment or
applicable state or federal law by PCH.

In the event PCH declines to follow a recommendation made by
the Special Compliance Counsel regarding the response or
resolution of a complaint, request or inquiry made by a resident of
a Settling State or by an Attorney General of a Settling State under
subparagraphs (vi) through (ix) above, reporting to the Attorney
General its recommendation and PCH's response in the written
reports referred to in subparagraph (d) below.

PCH shall continue to retain the Special Compliance Counsel for not less
than three (3) years after the date of entry of this Consent Judgment.

The Settling States agree that if any of them believes that PCH has
committed a material violation of any provision of this Order, or of any
state consumer protection law or regulation which prohibits deceptive,
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misleading, or unfair trade practices, then the Attorney General who
believes that such a material violation has occurred, may first contact the
Special Compliance Counsel in writing, via facsimile (202) 962-8300, and
overnight mail addressed to the attention of Benjamin R. Civiletti,
Venable, Baetjer, Howard & Civiletti, 1201 New York Avenue,
Washington, DC, 20005, or any person subsequently designated to receive
such notice, and advise the Special Compliance Counsel of the manner in
which it is believed that this Order or any law or regulation has been
materially violated. If such notice is given, the Special Compliance
Counsel will have thirty (30) days to meet, discuss and/or recommend
resolution of any alleged violation of this Order or any applicable law or
regulation.

PCH shall, under the oversight of its Special Compliance Counsel,
respond to and attempt to resolve any consumer complaint, request, or
inquiry pertaining to its mailings, its promotions, its Merchandise, and its
billing efforts that may be sent to PCH by the Settling States or by
consumers residing within the Settling States. PCH shall make its
response and offer any resolution within thirty (30) days of receipt of the
complaint, request; or inquiry and shall, through its Special Compliance
Counset, periodically notify the Attorney General of each Settling State as
to the number, nature, and resolution of all complaints received from that
Attorney General or from consumers in that Settling State. Any such
consumer complaints, requests or inquiries may be sent by the Settling
State to the attention of Christopher Irving, Director of Consumer Affairs,
Publishers Clearing House, 382 Channel Drive, Port Washington, New
York, N.Y. 11050, or any person subsequently designated by PCH to
receive such notice. Alternatively, oral complaints, requests or inquiries
from consumers may be sent to Mr. Irving at a designated toll-free
number, currently (800) 337-4724.

The Special Compliance Counsel shall provide quarterly written reports to
the Settling States describing PCH's compliance with the terms of this
Judgment, the results of the monitoring processes described above and the
status of any complaints. which remain unresolved as of the dates of the
reports, with the first such report being due on or before a date three
months after the date of entry of this Consent Judgment, and subsequent
reports at three-month intervals for the first year from the Effective Date
of this Judgment, and at six-month intervals thereafter.
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IV. MONETARY PROVISIONS

53.  Restitution Amount. The Settling States shall recover and PCH shall pay
consumer restitution in the amount of Nineteen Million Dollars ($19,000,000.00). All
money recovered for restitution and refunds shall be held by the Settling States until
distributed by the Settling States to consumers pursuant to restitution programs to be
determined by the Settling States. The Settling States shall cause such restitution funds
to be deposited in an interest-bearing account (or accounts) and any interest accrued, or
any money which cannot be distributed to consumers eligible under the Settling States’
restitution programs within a reasonable period of time, may be used and/or applied to
any other lawful use by the Settling States. PCH shall also provide, in a form acceptable
to the Settling States, such information as is reasonably necessary to identify (a)
consumers who will be eligible for restitution and (b) the amounts for which they may be
eligible.

54.  Costs of Administration of Restitution Program. PCH shall pay One Million
Dollars ($1,000,000.00) to the Settling States for the costs of administering the consumer

restitution programs. The selection of any third-party administrator and the operation of
any programs shall be in the sole discretion of the Settling States. Any balance remaining
after all restitution costs have been paid may be used and/or applied to any other lawful
use by the Settling States.

55.  Civil Penalty Funds. Pursuant to consumer protection laws, PCH shall pay civil
penalties of One Million Dollars ($1,000,000.00) to the Settling States, to be allocated
among such states in such manner as they shall agree among themselves.

56,  Other Funds. The Settling States shall recover the amount of Thirteen Million
Dollars ($13,000,000.00) which shall be applied by the Settling States to their consumer
protection efforts, as well as in reimbursement of their litigation costs, attorneys fees,
investigative costs, and any other lawful purpose.' Notwithstanding the immediately
preceding sentence, subject to their respective state laws and policies, the States may use
such reimbursement amount for any purpose provided by state law, including for
placement in or application to, a consumer education, litigation, or local consumer aid
fund or revolving fund, or for other uses to defray the costs of the litigations and
investigations leading to this Judgment, as permitted by the laws of the State. In addition,

‘ With respect to the State of Colorado, its apportionment of the funds shall be used
first for reimbursement of Colorado’s actual costs and attorney fees and second, to be
held, along with any interest thereon, in trust by the Attorney General for future consumer
education, consumer fraud or antitrust enforcement efforts.
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a portion of these funds may be used to establish an Enforcement Fund for the purpose of
providing financial assistance to State Attorneys General's offices for use in their efforts
to enforce their Consumer Protection Acts, such Fund to be established in an agreement
between and among the Settling States as to which PCH will not be a party.

57.  Collateral for Deferred Payments. PCH shall deliver to the Attorney General of
the State of Missouri, on behalf of the Settling States, within ten (10) business days after

the date of entry of this Consent Judgment in any one Settling State, as security for its
payment obligations under paragraphs 53 to 56 hereof, a mortgage on all real property
and improvements owned by it as of such date of entry, including its headquarters
building located at 382 Channel Drive, Port Washington, New York, subject only to any
prior lien and mortgage created to secure the financing contemplated by paragraph 59(b)
hereof, which senior lien will be for not more than Nine Million Dollars ($9,000,000.00)

58.  Terms of Payment. The amounts payable under the preceding sections hereof,
totaling Thirty-Four Million Dollars ($34,000,000.00), shall, subject to paragraph 59
hereof, be paid as follows:

4,

On or before July 31, 2001, PCH shall pay té'_) the order of the Settling
States the sum of Eight Million Dollars ($8,000,000.00).

On or before July 31, 2002, PCH shall pay to or to the order of the Settling
States the sum of Eight Million Dollars ($8,000,000.00).

On or before July 31, 2003, PCH shall pay to or to the order of the Settling
States the sum of Nine Million Dollars ($9,000,000.00).

On or before July 31, 2004, PCH shall pay to or to the order of the Settling
States the sum of Nine Million Dollars ($9,000,000.00).

59. Acceleration of Amounts Due. Notwithstanding the timing provisions of
paragraph 58 hereof:

a.

Six Million dollars ($6,000,000.00) of the amount payable under
subparagraphs b and ¢ of paragraph 58 above shall be accelerated and
become due and payable as and when PCH obtains financing on
commercially reasonable terms in an amount of not less than $20 Million
Dollars ($20,000,000.00) subject to repayment not more rapidly than level
payments of principal over five (5) years, which amount when paid shall
be applied to reduce the amount payable in each subsequent installment
payment ratably over both of such installment payments, and
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b. Nine Million Dollars ($9,000,000.00) payable under subparagraph d of
paragraph 58 above shall be accelerated and become due and payable as
and when PCH obtains first mortgage financing on commercially
reasonable terms, secured by its real properties, in an amount of not less
than Nine Million Dollars ($9,000,000.00) subject to repayment not more
rapidly than level payments of principal over twenty (20) years, which
amount when paid shall be applied to reduce the amount payable under
said subparagraph d.

PCH shall use its best efforts to obtain the financing referred to in sub-paragraphs (a) and
(b) above.

60.  Method of Payment. All payments to be made to the Settling States shall be made
by wire transfer of immediately available funds to the Missouri Attorney General, on
behalf of the Settling States, at such address as he shall in writing direct, who will
thereafter distribute the funds to the Settling States in accordance with the terms of this
Consent Judgment and agreements between the Settling States to which PCH is not a

party.

61.  Allocation and Distribution of Funds among the Seitling States. Allocation and
distribution of all monies paid by PCH hereunder among the Settling States shall be made

pursuant to an agreement among the Settling States to which PCH is not a party.

62.  Default. Inthe event that PCH fails to make a scheduled payment by the 30th
day of the next month following the month in which it is due, or if PCH defaults for any
reason on its loan secured by the senior lien referred to in paragraph 59(b), PCH will be
considered to be in default of the "Terms of Payment." In the event of such default, a
single Settling State or a group of Settling States may send to PCH, at 382 Channel
Drive, Port Washington, NY 11050, or such other address as PCH may hereafter
designate, a notice of its having defaulted. Said notice will advise PCH that:

a. if payment is not received within fifteen (15) days of the mailing of that
notice, the entire unpaid balance of the payments due under the "Terms of
Payment" shall immediately become due and payable by PCH to the
Settling States;

b. PCH will be deemed to have violated the terms of this Consent Judgment
and subject to any penalties permitted by state law and the Court's powers
of contempt;

c. interest will accrue beginning on the date by which the PCH is required to

have cured its default in response to the mailing of the notice by a single
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Settling State or a group of Settling States and will continue to accrue until
the judgment is paid in full; and

d. a single Settling State or a group of Settling States will be permitted fo
execute upon the total sum to which it may be entitled under this
provision, including foreclosure of the mortgage referred to in paragraph
59(b) as permitted in and provided for by New York state law.

Following the expiration of fifteen (15) Days from the date of the mailing of the
foregoing notice, if PCH has failed to cure the default by making all payments then due
under the "Terms of Payment," the entire unpaid balance of the payments described under
the "Terms of Payment" shall immediately become due and payable by PCH to the States,
PCH shall be deemed to have violated the termis of this judgment, interest shall accrue
beginning on the fifteenth day from the date the notice was mailed, and the States may
execute upon the total sum to which they are entitled.

63,  Interest on Overdue Payments. Interest on any unpaid balance of any payment
due hereunder shall accrue at the rate of nine percent (9%) per annum from the date due
until paid in full. 3 '

V. ADMINISTRATIVE PROVISIONS

64.  Modification. Jurisdiction is retained for the purpose of enabling any party to this
Consent Judgment to apply to the Court at any time for such further orders and directions
as might be necessary or appropriate for the modification, construction, or carrying out of
the injunctive provisions of this Consent Judgment, or for the enforcement of and the
punishment of violations of any provisions hereof.

a, The State shall give PCH fourteen (14) days notice before filing a motion
or other pleading seeking contempt of court or other sanctions for
violation of this Consent Judgment. The giving of such notice shall not
prevent the State from beginning such proceeding following the expiration
of the 14-day period. No prior notice is required for any other state law
action which can or may be filed.

b. Any party to this Consent Judgment may petition the Court for modification
on thirty (30) days notice to all other parties to this Consent J udgment. PCH
may petition for modification if it believes that the facts and circumstances
that led to the State’s action against PCH have changed in any material
respect. The parties by stipulation may agree to a modification of this
Consent Judgment, which agreement shall be presented to this Court for
consideration; provided that the parties may jointly agree to a modification
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only by a written instrument signed by or on behalf of both the State and
PCH. If PCH wishes to seek a stipulation for a modification from the State,
it shall send a written request for agreement to such modification to the
Attorney General of the State at least thirty (30) days prior to filing a motion
with the Court for such modification. Within thirty (30) days of receipt from
PCH of a written request for agreement to modify, the Attorney General of
the State shall notify PCH in writing if the Attorney General of the State
agrees to the requested modification.

If, after the date of entry of this Consent Judgment, the State, its Attorney
General, or any agency of the State charged with the administration of its
consumer protection statutes, enacts or promulgates legislation, rules, or
regulations with respect to the matters governed by this Consent J udgment
that conflict with any provision of this Consent Judgment, or if the applicable
law of the State shall otherwise change so as to conflict with any provision
of this Consent Judgment, the Attorney General of such State shall not
unreasonably withhold its consent to the modification of such provision to
the extent necessary to eliminate such conflict. Laws, rules, or regulations,
or other change in State law, with respect to the matters governed by this
Consent Judgment, shall be deemed to "conflict" with a provision of this
Consent Judgment if PCH canmot reasonably comply with both such law,
rule, or regulation and an applicable provision of this Consent Judgment. If
PCH believes that it cannot reasonably comply both with this Consent
Judgment and with applicable federal law, rules, or regulation, it may seek
modification hereof. To the extent that federal law or regulation clearly
preempts any provision of this Consent Judgment, which the parties agree is
not the case as of the Entry Date of this Judgment, compliance with such
federal law will not constitute a violation of that provision of this Consent
Judgment.

In the event that PCH believes that a change in circumstances after the entry
of this Consent Judgment merits a change in the terms of paragraph 33 to
permit different Entry Devices for those who wish to enter with an Order and
those who wish to enter without an Order, PCH may petition the Court for a
modification and the State will not unreasonably oppose any such petition.
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Signed and agreed to this day of

W

2001.

In all respects, on behalf of the Plaintiff the
State of Colorado, ex rel.
KEN SALAZAR, Attorney General

W I LGA

MARIA E. BERKENKOTTER, 16781*
First Assistant Attomey General
Business Regulation Unit

Consumer Protection Section

JAY B. SIMONSON, 24077*
Assistant Attorney General
Business Regulation Unit
Consumer Protection Section

ANDREW P. McCALLIN, 20909*
Assistant Attorney General
Business Regulation Unit
Consumer Protection Section

Attorneys for Plaintiff

*Counsel of Record
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2000 Consent Judgment and this Second Supplemental Judgment, this Second

Supplemental Judgment shall control.

1. ENTRY/ORDER

Section 33 of the Consent Judgment is amended by adding subparagraphs, each to

be lettered sequentially to follow the existing subparagraphs in the Consent

Judgment, as follows:

€.

PCH shall separate Order-related and Sweepstakes-related portions of the

form with a double line, and display the disclosures required by clause (I)

(a statement that discloses that no purchase is necessary to enter such

sweepstakes) and (II) (a statement that discloses that a purchase will not

improve an individual’s chances of winning) of 39 U.S.C.A.

3001(k)(3)(A)(ii).

(i) For customers with 3 or more paid orders in any 2-month period
within the preceding 2 years, between the two dividing lines, with
a Clear and Conspicuous reference to the location of the
Sweepstakes Facts appearing in the Order—related portion of the
form either immediately above or immediately below the line
separating such messages from the Order-related portion of the
form, as applicable, with no intervening copy or graphics; and

(i)  For all others, in the same manner or in a box adjacent to the order
boxes (or similar order device), with a Clear and Conspicuous
reference to the location of the Sweepstakes Facts appearing
immediately adjacent to such messages with no intervening copy
or graphics.

The double lines shall extend across the entire page, the lines shall be

solid, and the federal disclosures shall be Clear and Conspicuous. The

3
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Sweepstakes-related portion shall not include any Order-related
information or requests to order merchandise. Instructional copy relating
to the location of Sweepstakes stamps or other Sweepstakes interactions
on the Sweepstakes Entry Form shall be limited to that which is necessary
to complete the Sweepstakes entry, and such instructions along with
everything else in the Sweepstakes-related portion shall not refer to in any
way or by reference or arrows point to the Order-related portion.

f. Similarly the Order-related portion of a combined Entry/Order form shall
be completely separated from and not refer to in any way the
Sweepstakes-related portion or to entering the Sweepstakes or winning a
Prize.

g. Non-Order entrants shall not be required to interact with the Order-related
portion in any way to enter, including affixing any stamp or checking any
box in the Order-related portion.

h. The Order-related portion shall not include pre-checked boxes that relate
to merchandise offers or ordering, and any request in the Order-related
portion for product interest information shall be only in the Order-related
portion of the combined Entry/Order form. There shall be no request for
product interest information in the Sweepstakes-related portion.

I Instructional copy (confined within the Sweepstakes-related portion) may
tell the Recipient to return the form by the deadline date, but shall not state
that the recipient must or should return the entire form to enter.

2. ORDER HISTORY/ENTRY HISTORY
Section 20 of the Consent Judgment is amended by adding a subparagraph, to be

lettered sequentially to follow the existing subparagraphs in the Consent

Judgment, as an act or practice deemed to violate said section, as follows:
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j- Using Sweepstakes Communications which contain information relating
to a Recipient’s Order history and a Recipient’s Entry history on the same
side of one document or which convey information relating to a
Recipient’s Order history and Entry history by using titles or text that
contain the same or substantially the same wording. Neither Entry nor
Order “history” nor “information relating to” Entry or Order history shall
be deemed to refer to generalized statements referring to or
acknowledging a Recipient’s status as a previous customer or previous
entrant into PCH sweepstakes.

3. IDENTIFYING CHARACTERISTICS/KEY CODES/PRIZE
CONFUSION

Section 15(c) of the Consent Judgment is amended by adding subparagraphs, each

to be numbered sequentially to follow the existing subparagraphs in the Consent

Judgment, as an act or practice deemed to violate said sections, as follows:

(xviii) Using a Recipient’s initials, personally identifying number or other
personally identifying information to Misrepresent that the Recipient has
been specially selected or is in a better position to win a Prize than other
timely entrants with the same characteristics. Notwithstanding the
previous sentence, PCH may tell a customer what unique number he or
she has been assigned in a sweepstakes to identify the customer.
Prohibited terms include “key code.”

(xix) Representing in a Sweepstakes Communication that a person residing in a
particular geographic area or having a particular characteristic has an
enhanced status or is more likely to win than other timely entrants residing
in the same area or any other geographic area or sharing the same personal

characteristics unless such is the case.
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(xx)

(xxi)

(xxii)

Combining references in any Sweepstakes Communication to different
Prizes or Sweepstakes in such a way as to Misrepresent the likelihood of
winning any such Prize or Sweepstakes.

Making any reference in a Sweepstakes Communication to a particular
Sweepstakes or Prize in such a manner as to Misrepresent the likelihood of
winning any other Sweepstakes or Prize.

Making a Representation in a Sweepstakes Communication that combines
references to more than one Sweepstakes or Prize without also identifying
the giveaway number or other uniquely identifying term for each.

4. USE OF WORD GUARANTEE

Section 15(c)(iv) of the Consent Judgment is amended to delete existing

subparagraph (b) and add a subparagraph, to be lettered sequentially to follow the

remaining subparagraph in the Consent Judgment, as an act or practice deemed to

violate said section, as follows:

any term that Misrepresents that the Recipient has an enhanced status or
position within a Sweepstakes superior to other timely entrants to describe
any such status or position, including, but not limited to, use of the word
“guarantee” or any variant regarding the Recipient in relationship to a
Sweepstakes or Prize.

o COMMITTEES/BOARDS

Section 17 of the Consent Judgment is amended by adding the following:

“Without in any way limiting the foregoing, the following acts or practices are

deemed to violate this section:

146



a. Use of the terms ‘Winner Selection Committee’ or ‘Winner Search Party’
or any other term that includes the word ‘winner’ to refer to any
committee or board that plays a role in the conduct of a Sweepstakes.

b. Representing that there is a board, office, committee or other entity that

determines the winner of a Sweepstakes unless such is the case.

e Making any reference to the ‘Board of Judges’ other than in the Official
Rules.

d. For a period of three (3) years following the Effective Date, using a letter,
notice, memorandum or envelope that is or purports to be from the ‘Office
of Contests’ or the ‘Department of Contests’ (or any similar term for an
office or department that includes the word ‘Contest’), or is signed by an
individual identified therein as a member thereof, that contains the
Recipient’s name, address or other personally-identifiable information.

e. Using any other letter, notice or memorandum that is or purports to be

from such an office or department referenced in subparagraph d above

that:

i Does not include a Clear and Conspicuous statement as to the role
and responsibilities of the office or department;

ii. Represents that the office or department selects the winner of any
Sweepstakes; and

1ii. Does not include a statement to the effect that PCH doesn’t know

who the winner is yet.”
6. CUSTOMER-ONLY SWEEPSTAKES
Section 20(h) of the Consent Judgment is amended by adding the following
additional requirements, each to be numbered sequentially to follow the existing

subparagraphs in the Consent Judgment:
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(v)  Notwithstanding anything contained in clause (iii) above, Customer-Only
Sweepstakes will be mailed no more than:

A. Twice a year, for a period of no more than two (2) weeks in each
instance, plus

B. Three times a year, for single mailings;

provided that the mail volume for any such two-week period or single

mailings is consistent with PCH’s normal mailing practices and patterns

and does not represent a significant increase over normal volumes in

comparable periods.

(vi)  Any Sweepstakes Communication that includes a Customer-Only
Sweepstakes shall state clearly that no purchase is necessary from that
mailing in order to enter the Customer-Only Sweepstakes included in that
bulletin.

7. DUPLICATE MAGAZINE SUBSCRIPTIONS

PCH shall, as soon as practicable but in any event no later than eighteen months
after the date of entry of this Second Supplemental Judgment, implement
procedures designed to identify instances in which a person described in
paragraph 1(a)(i) of Article VI below places duplicate magazine subscription
orders through PCH during any rolling twelve calendar month period, checked not
less frequently than quarterly. Promptly upon identification of any such instance,
PCH shall cancel such duplicate subscription orders to the extent that they result
in such a person having a subscription to a title for a period in excess of three

years.
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established promotion review procedures and (ii) any
recommendations he or she may have for improvements of and
enhancements to the process.

At all times, to be available to the Attorney General, if he or she
has issues with or objections to any promotional mailing package
or practice, to transmit such issues or objections to PCH and
Special Compliance Counsel and to explain to PCH and Special
Compliance Counsel the Attorney General’s point of view.

PCH shall provide the Ombudsperson with current copies of its
promotional mailings and such additional information or materials
as the Ombudsperson may reasonably request to fulfill his or her

responsibilities hereunder.

Quarterly Review of High Volume Mailings. The Ombudsperson shall

review (A) the ten most widely distributed PCH promotional packages

determined by volume and (B) two less widely distributed (including test

mailings) PCH promotional packages, in each case as mailed to persons

appearing on its records with an address in the Participating States, during

a calendar quarter for compliance with the Consent Judgments and this

Second Supplemental Judgment, in accordance with the following

procedures:

a.

As soon as practicable, but no later than fifteen (15) days after the
end of each calendar quarter, PCH shall provide the Ombudsperson
with a printed sample of each of the promotional mailing packages
to be reviewed for that quarter.

As soon as practicable, but no later than thirty (30) days after
receipt of such printed samples, the Ombudsperson shall review or

cause to be reviewed such packages to determine whether or not
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they are in compliance with the Consent Judgments and this
Second Supplemental Judgment.
The Ombudsperson shall report to Special Compliance Counsel
and PCH any instance(s) in which such packages are not, in his or
her view, in compliance with the Consent Judgments and this
Second Supplemental Judgment.
Special Compliance Counsel shall have thirty (30) days after
receipt of any such report to make such written or oral
submission(s) to the Ombudsperson as it may think fit and proper
(if any) to rebut any assertion by the Ombudsperson of non-
compliance by PCH.
If, after notice and due consideration of any such submission by
Special Compliance Counsel, the Ombudsperson is not satisfied
that the promotional mailing package in question is in compliance
with the Consent Judgments and this Second Supplemental
Judgment, the Ombudsperson shall promptly notify Special
Compliance Counsel and PCH.
In the event that PCH wishes to mail a promotional mailing
package as to which the Ombudsperson has made such a finding,
PCH shall promptly provide the Ombudsperson with a schedule
showing the mailing date and last change date (i.e., the last step in
promotional mailing package development before the file is locked
down for pre-press production) of the next and all subsequent
mailings (if any) for which that package is scheduled.
If PCH fails either to withdraw the package from consideration for
future mailings, or to make such modifications thereto as shall be
satisfactory to the Ombudsperson and Special Compliance
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Counsel, provided the finding is first communicated to PCH prior

to the last change date for the mailing in question, the

Ombudsperson shall promptly notify the Attorney General of that

fact and provide the Attorney General with a printed sample of the

promotional mailing package in question and a statement of the

basis for the Ombudsperson’s determination of non-compliance.
Semi-Annual Reports. The Ombudsperson shall provide the Attorney
General with a semi-annual report within thirty (30) days after the end of
the first six-month period following the Effective Date and after each of
the following three (3) such 6-month periods, in each case covering the
immediately preceding 6-month period, which reports will describe
generally his activities in the capacity of Ombudsperson during that
period, including a statement of the number of mailings reviewed, the
number of instances in which PCH objected to a finding by the
Ombudsperson and the number of instances (if any) in which PCH
rejected any findings of the Ombudsperson under paragraph B(2)(g) of
this Article IV.

Review Frequency. No promotional mailing package need be reviewed

for compliance by the Ombudsperson more frequently than once in a
calendar year. Any promotional mailing package that would otherwise be
required to be submitted to the Ombudsperson for review in respect of any
calendar quarter under the preceding paragraph need not be so submitted if
that package, or a package substantially the same as that package in all
material respects, had been reviewed by the Ombudsperson without a
finding of non-compliance with the Consent Judgment or this Second
Supplemental Judgment, after going through the procedures set forth
above, in respect of any of the three (3) preceding calendar quarters.
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Confidential Treatment of Reports. All reports to the Attorney General by

the Ombudsperson hereunder shall be deemed to be confidential
information subject to such protections as may be accorded to such
information under the laws, including FOIA laws, of the State. The State
acknowledges that the undertaking to provide notices and reports to the
Attorney General set forth herein is given for the purposes of settlement
and that the reports of neither Special Compliance Counsel nor the
Ombudsperson shall constitute any admission of wrongdoing by PCH nor
may they be introduced into evidence in any proceeding by the Attorney
General or the State in the event of any litigation between the State and
PCH or any other person whatsoever. Nothing that Special Compliance
Counsel or the Ombudsperson expresses or concludes may be used by any
person as evidence for or against PCH in any dispute or litigation
involving the mailings.

Fees and Expenses. PCH shall be responsible for and shall promptly pay

the reasonable fees and disbursements of the Ombudsperson incurred in
connection with the performance of his or her duties and responsibilities
hereunder.

REVIEW OF SWEEPSTAKES COMMUNICATIONS
PCH shall provide the Office of the Attorney General upon letter of
request to PCH or its counsel with a sample copy of any Sweepstakes
Communication that is delivered by mail, e-mail and/or the Internet to
persons appearing on its records as having an address in the State. The
Attorney General may make such a request at any time. Receipt and/or
review of sample Sweepstakes Communications by the Attorney General
shall not constitute approval of or agreement to PCH’s use of the
Sweepstakes Communication(s); and
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2. PCH shall take into account not only its own quality control and the
recommendations of its legal counsel but also the input from Special
Compliance Counsel and the Ombudsperson and in the event of any report
from the Ombudsperson as to possible non-compliance shall carefully
review its Sweepstakes Communications, including the one at issue, to
ensure compliance with the judgments as contemplated herein.
VI. PCH’S HIGH ACTIVITY CUSTOMER (HAC) PROGRAM
PCH shall in addition to complying with the current provisions of section 46 through 52
of the 2001 Consent Judgment and section 41 through 47 of the 2000 Consent Judgment,
institute the following enhancements to the “High Activity Customer” programs
prescribed by these paragraphs:

1. Quarterly Identification of Customers Subject to Survey. PCH shall, within thirty

(30) days after the end of each calendar quarter, identify each person appearing on
its customer file with an address within the State that meets any of the following |
criteria:
a. The customer
i. has paid Orders of $500 or more in the preceding quarter from
Sweepstakes Communications, and
ii. is determined to be 65 years of age or older (or his or her age is
unknown), and
iii. is found to have a higher than average probability of being
unpromotable through the application of the regression risk model
shown to the EC December 10, 2007, a copy of which has been
provided to each Participating State requesting the same, or a more
accurate version (hereinafter the “Regression Risk Model™); or
b. The customer has paid Orders of $900 or more in the triggering quarter
from Sweepstakes Communications; or
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this section and shall automatically suppress the persons in lieu of
surveying them under the annual survey program.
As used in this paragraph, the term “high probability”” means any model score
greater than one and eight tenths (1.8) standard deviations above the mean for the
score distribution of the original model development population for the
Regression Risk Model.

Regression Risk Model Improvements. PCH shall review the Regression Risk

Model from time to time and make such improvements or adjustments therein as

may be necessary to reflect recent transaction activity and so render the

Regression Risk Model more accurate. The States may retain, at their expense, an

expert of recognized standing in the field to consult with PCH on the construction

and application of the Regression Risk Model. PCH shall work in good faith with

the State’s expert and take into consideration any reasonable recommendations

from the State’s expert.

Annual Minimum Number of Surveys to Be Completed by PCH.

a. Annually, for each of the first three (3) Survey Years following the entry
of this Second Supplemental Consent Judgment, PCH shall survey at least
a Minimum Number of its customers in the Participating States. The
Minimum Number shall be equal to the product of 16,000 multiplied by a
percentage, the numerator of which is the population of the Participating
States and the denominator of which is the population of the United States,
according to the latest pronouncement by the United States Census
Bureau, excluding from both the numerator and the denominator persons
shown on PCH’s records with an address in the State of Iowa. If the total
number of persons identified for survey under section 46 of the 2001
Consent Judgment and Article IV of the 2000 Consent Judgment and
paragraphs 1 (Quarterly Identification of Customers Subject to Survey) , 2
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(Annual [dentification of 500 Customers Most Likely to be
Unpromotable) and 11b (Annual Letter Screening and Suppression), of
this Article VI is less than the Minimum Number . PCH shall then survey
additional customers as set forth in this paragraph to reach the Minimum
Number.

In order to reach the Minimum Number, if needed, PCH shall use the
Quarterly Identification process to identify customers who had paid orders
in the preceding quarter of less than $500 in decreasing amounts and also
meet the criteria in paragraph 1a of this Article VI, or from the pool of
persons with $1000 or more in paid Orders in the preceding year by
increasing the number identified for survey under paragraph 2 of this
Atrticle VI, as necessary to make up the shortfall. PCH shall assess the
amount of any shortfall in reaching the Minimum Number each quarter on
the basis of good faith projections for the year.

The term “Survey Year” means each successive period of four consecutive
calendar quarters, the first such Survey Year commencing with the first
full calendar quarter following the entry of this Second Supplemental
Judgment and the second and third Survey Years commencing with the

fifth and ninth calendar quarters, respectively, following that quarter.

6. CPI Escalator.

a.

The reference to “in this paragraph 52” in paragraph 46i of the 2001
Consent Judgment is amended to “in this paragraph 46”.

On January 1 of each calendar year after the date of entry of this Second
Supplemental Consent Judgment, the paid Order Dollar Thresholds, within
the meaning of Paragraph 46(i) of the Consent Judgment, or measuring
amounts, within the meaning of Article IV of the 2000 Consent Judgment,
for the HAC program set forth above shall be adjusted (upward or
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downward) (i) by the annual change in the consumer price index, and (i1)
to exclude (A) one single item Merchandise Order of $125 or more per
quarter and (B) any single item Merchandise Order of $500 or more (such
amounts likewise to be adjusted upward or downward with the CPI), and
the resulting amount shall be the new dollar threshold or measuring
amount for that year.

CPI Escalator Freeze. Notwithstanding the provisions of paragraph 46(i)
of the 2001 Consent Judgment and Article IV of the 2000 Consent
Judgment, the paid Order Dollar Threshold or measuring amount for
automatic suppression shall (i) be $5500 for order activity in calendar year
2010, and (ii) together with the special $3800.00/year figure in paragraph
3 of this Article VI, shall not be increased to take into account increases in
the Consumer Price Index for three years, commencing with calendar year
2011. Also the dollar amounts for (A) Annual Identification of 500
Customers Most Likely to be Unpromotable and (B) spending of $1000
triggering the Annual No Purchase Necessary Letter shall not be increased
to take into account increases in the Consumer Price Index for three years,

commencing with calendar year 2011.

High Activity Customer Survey. Communications shall be considered

“appropriate” for a person if the Special Compliance Counsel determines by the

survey contemplated by Section 46(a) of the 2001 Consent Judgment and Article

IV of the 2000 Consent Judgment that the person is (a) not generally confused or

disoriented, (b) does not believe that buying shall help him/her win, and (c) is not

making excessive purchases in relation to his or her means.

a.

PCH and the EC, or so many of the Participating States on the EC as wish

to participate in the endeavor, shall work in good faith on modifications to

the existing High Activity survey to better assure that communications to
19
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General by PCH hereunder shall be deemed to be supplied as confidential
information subject to such protections as may be accorded to such
information under the laws, including FOIA laws and other applicable
open records statutes of the State. Nothing in this section shall prohibit a
State from using information contained in or obtained as a result of any
survey provided hereunder, with due regard for any sensitive content, for
the purpose of assisting individual consumers or for enforcement
purposes by the Attorney General. If an outside party other than someone
the State is sharing information with seeks access to a survey or surveys,

the State will notify PCH.

Survey Procedures

a.

Survey Costs and Expenses. All costs and expenses of conducting HAC
surveys to be borne exclusively by PCH.

No Incentives. Survey-takers shall have no incentive, whether in the form
of compensation formulas or otherwise, to skew the results of any survey,
or to avoid explaining the results of any survey.

Avoiding Undue Intrusiveness. A person who is surveyed and determined
to be promotable need not be surveyed again for the next three (3) quarters
following the quarter in which such determination is made, but shall be

cligible for identification and survey in the ordinary course thereafter.

Avoiding the Resumption of Mailings. In order to better avoid a resumption of

mailings to a High Activity Customer-suppressed individual due to minor

. variations in a person’s name and address, PCH shall quarterly apply to its

customer and suppression files, for persons appearing thereon with an address in

the State:
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Schedule A (Participating States)

Alaska
Arizona
Colorado
District of Columbia
Delaware
Florida
Georgia
Hawaii

Idaho

[1linois
Maryland
Michigan
Minnesota
Mississippi
Missouri
Nebraska
Nevada

New Mexico
North Carolina
North Dakota
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Vermont
Virginia
Washington
West Virginia
Wisconsin
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S.335—2

(A) in the first sentence by striking “contains a seal,
insignia, trade or brand name, or any other term or symbol
that reasonably could be interpreted or construed as
implying any Federal Government connection, approval or
endorsement” and inserting the following: “which reason-
ably could be interpreted or construed as implying any
Federal Government connection, approval, or endorsement
through the use of a seal, insignia, reference to the Post-
master General, citation to a Federal statute, name of
a Federal agency, department, commission, or program,
trade or brand name, or any other term or symbol; or
contains any reference to the Postmaster General or a
citation to a Federal statute that misrepresents either the
identity of the mailer or the protection or status afforded
such matter by the Federal Government”; and

(B) in paragraph (2)—

(i) in subparagraph (A) by striking “and” at the
end;

(i1) in subparagraph (B) by striking “or” at the
end and inserting “and”; and

(iii) by inserting after subparagraph (B) the fol-
lowing:

“(C) such matter does not contain a false representation
stating or implying that Federal Government benefits or
services will be affected by any purchase or nonpurchase;
OI‘”;

(2) in subsection (i) in the first sentence—

(A) in the first sentence by striking “contains a seal,
insignia, trade or brand name, or any other term or symbol
that reasonably could be interpreted or construed as
implying any Federal Government connection, approval or
endorsement” and inserting the following: “which reason-
ably could be interpreted or construed as implying any
Federal Government connection, approval, or endorsement
through the use of a seal, insignia, reference to the Post-
master General, citation to a Federal statute, name of
a Federal agency, department, commission, or program,
trade or brand name, or any other term or symbol; or
contains any reference to the Postmaster General or a
citation to a Federal statute that misrepresents either the
identity of the mailer or the protection or status afforded
such matter by the Federal Government”; and

(B) in paragraph (2)—

(i) in subparagraph (A) by striking “and” at the
end;

(i) in subparagraph (B) by striking “or” at the
end and inserting “and”; and
(iii) by inserting after subparagraph (B) the fol-
lowing:

“(C) such matter does not contain a false representation
stating or implying that Federal Government benefits or
services will be affected by any contribution or noncontribu-
tion; or”;

(3) by redesignating subsections (j) and (k) as subsections
(m) and (n), respectively; and

(4) by inserting after subsection (i) the following:
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“G)(1) Any matter otherwise legally acceptable in the mails
which is described in paragraph (2) is nonmailable matter, shall
not be carried or delivered by mail, and shall be disposed of as
the Postal Service directs.

“(2) Matter described in this paragraph is any matter that—

“(A) constitutes a solicitation for the purchase of or pay-
ment for any product or service that—
“@) is provided by the Federal Government; and
“(i1) may be obtained without cost from the Federal
Government; and
“(B) does not contain a clear and conspicuous statement
giving notice of the information set forth in clauses (i) and
(i1) of subparagraph (A).”.

SEC. 103. RESTRICTIONS ON SWEEPSTAKES AND DECEPTIVE
MAILINGS.

Section 3001 of title 39, United States Code, is amended by
inserting after subsection (j) (as added by section 102(4)) the fol-
lowing:

“(k)(1) In this subsection—

“(A) the term ‘clearly and conspicuously displayed’ means
presented in a manner that is readily noticeable, readable,
and understandable to the group to whom the applicable matter
is disseminated,;

“(B) the term ‘“facsimile check’ means any matter that—

“@) is designed to resemble a check or other negotiable
instrument; but
“(i1) is not negotiable;
“(C) the term ‘skill contest’ means a puzzle, game, competi-
tion, or other contest in which—
“(i) a prize is awarded or offered,;
“(i1) the outcome depends predominately on the skill
of the contestant; and
“@iii) a purchase, payment, or donation is required or
implied to be required to enter the contest; and

“D) the term ‘sweepstakes’ means a game of chance for
which no consideration is required to enter.

“(2) Except as provided in paragraph (4), any matter otherwise
legally acceptable in the mails which is described in paragraph
(38) is nonmailable matter, shall not be carried or delivered by
mail, and shall be disposed of as the Postal Service directs.

“(3) Matter described in this paragraph is any matter that—

“(A)(d) includes entry materials for a sweepstakes or a
promotion that purports to be a sweepstakes; and

“(ii)(I) does not contain a statement that discloses in the
mailing, in the rules, and on the order or entry form, that
no purchase is necessary to enter such sweepstakes;

“(II) does not contain a statement that discloses in the
mailing, in the rules, and on the order or entry form, that
a purchase will not improve an individual’s chances of winning
with such entry;

“(III) does not state all terms and conditions of the sweep-
stakes promotion, including the rules and entry procedures
for the sweepstakes;

“(IV) does not disclose the sponsor or mailer of such matter
and the principal place of business or an address at which
the sponsor or mailer may be contacted;

172



S.335—4

“(V) does not contain sweepstakes rules that state—

“(aa) the estimated odds of winning each prize;

“(bb) the quantity, estimated retail value, and nature
of each prize; and

“(cc) the schedule of any payments made over time;
“(VI) represents that individuals not purchasing products

or services may be disqualified from receiving future sweep-
stakes mailings;

“(VII) requires that a sweepstakes entry be accompanied
by an order or payment for a product or service previously
ordered,;

“(VIII) represents that an individual is a winner of a prize
unless that individual has won such prize; or

“(IX) contains a representation that contradicts, or is incon-
sistent with sweepstakes rules or any other disclosure required
to be made under this subsection, including any statement
qualifying, limiting, or explaining the rules or disclosures in
a manner inconsistent with such rules or disclosures;

“B)(1) includes entry materials for a skill contest or a
promotion that purports to be a skill contest; and

“(i1)(I) does not state all terms and conditions of the skill
contest, including the rules and entry procedures for the skill
contest;

“(II) does not disclose the sponsor or mailer of the skill
contest and the principal place of business or an address at
which the sponsor or mailer may be contacted; or

“(IIT) does not contain skill contest rules that state, as
applicable—

“(aa) the number of rounds or levels of the contest
and the cost to enter each round or level;

“(bb) that subsequent rounds or levels will be more
difficult to solve;

“(cc) the maximum cost to enter all rounds or levels;

“(dd) the estimated number or percentage of entrants
who may correctly solve the skill contest or the approximate
number or percentage of entrants correctly solving the
past 3 skill contests conducted by the sponsor;

“(ee) the identity or description of the qualifications
of the judges if the contest is judged by other than the
sponsor;

“(ff) the method used in judging;

“(gg) the date by which the winner or winners will
be determined and the date or process by which prizes
will be awarded;

“(hh) the quantity, estimated retail value, and nature
of each prize; and

“(ii) the schedule of any payments made over time;
or
“(C) includes any facsimile check that does not contain

a statement on the check itself that such check is not a nego-

tiable instrument and has no cash value.

“(4) Matter that appears in a magazine, newspaper, or other
periodical shall be exempt from paragraph (2) if such matter—

“(A) is not directed to a named individual; or

“(B) does not include an opportunity to make a payment
or order a product or service.
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“(5) Any statement, notice, or disclaimer required under para-
graph (3) shall be clearly and conspicuously displayed. Any state-
ment, notice, or disclaimer required under subclause (I) or (II)
of paragraph (3)(A)(ii) shall be displayed more conspicuously than
would otherwise be required under the preceding sentence.

“(6) In the enforcement of paragraph (3), the Postal Service
shall consider all of the materials included in the mailing and
the material and language on and visible through the envelope
or outside cover or wrapper in which those materials are mailed.

“(1) Any person who uses the mails for any matter to which
subsection (h), (1), (j), or (k) applies shall adopt reasonable practices
and procedures to prevent the mailing of such matter to any person
who, personally or through a conservator, guardian, or individual
with power of attorney—

“(A) submits to the mailer of such matter a written request
that such matter should not be mailed to such person; or

“(B)(i) submits such a written request to the attorney gen-
eral of the appropriate State (or any State government officer
who transmits the request to that attorney general); and

“(i1) that attorney general transmits such request to the
mailer.

“(2) Any person who mails matter to which subsection (h),
(i), (), or (k) applies shall maintain or cause to be maintained
a record of all requests made under paragraph (1). The records
shall be maintained in a form to permit the suppression of an
applicable name at the applicable address for a 5-year period begin-
ning on the date the written request under paragraph (1) is sub-
mitted to the mailer.”.

SEC. 104. POSTAL SERVICE ORDERS TO PROHIBIT DECEPTIVE
MAILINGS.

Section 3005(a) of title 39, United States Code, is amended—
(1) by striking “or” after “(h),” each place it appears; and
(2) by inserting “, (j), or (k)” after “(i)” each place it appears.

SEC. 105. TEMPORARY RESTRAINING ORDER FOR DECEPTIVE
MAILINGS.

(a) IN GENERAL.—Section 3007 of title 39, United States Code,
is amended—
(1) by redesignating subsection (b) as subsection (c); and
(2) by striking subsection (a) and inserting the following:
“(a)(1) In preparation for or during the pendency of proceedings
under section 3005, the Postal Service may, under the provisions
of section 409(d), apply to the district court in any district in
which mail is sent or received as part of the alleged scheme,
device, lottery, gift enterprise, sweepstakes, skill contest, or fac-
simile check or in any district in which the defendant is found,
for a temporary restraining order and preliminary injunction under
the procedural requirements of rule 65 of the Federal Rules of
Civil Procedure.

“(2)(A) Upon a proper showing, the court shall enter an order
which shall—

“(i) remain in effect during the pendency of the statutory
proceedings, any judicial review of such proceedings, or any
action to enforce orders issued under the proceedings; and

“(i1) direct the detention by the postmaster, in any and
all districts, of the defendant’s incoming mail and outgoing
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mail, which is the subject of the proceedings under section

3005.

“(B) A proper showing under this paragraph shall require proof
of a likelihood of success on the merits of the proceedings under
section 3005.

“(3) Mail detained under paragraph (2) shall—

“(A) be made available at the post office of mailing or
delivery for examination by the defendant in the presence of

a postal employee; and

“(B) be delivered as addressed if such mail is not clearly

shown to be the subject of proceedings under section 3005.

“(4) No finding of the defendant’s intent to make a false rep-
resentation or to conduct a lottery is required to support the
issuance of an order under this section.

“(b) If any order is issued under subsection (a) and the pro-
ceedings under section 3005 are concluded with the issuance of
an order under that section, any judicial review of the matter
shall be in the district in which the order under subsection (a)
was issued.”.

(b) REPEAL.—

(1) IN GENERAL.—Section 3006 of title 39, United States

Code, and the item relating to such section in the table of

sections for chapter 30 of such title are repealed.

(2) CONFORMING AMENDMENTS.—(A) Section 3005(c) of title

39, United States Code, is amended by striking “section and

section 3006 of this title,” and inserting “section,”.

(B) Section 3011(e) of title 39, United States Code, is

amended by striking “3006, 3007,” and inserting “3007”.

SEC. 106. CIVIL PENALTIES AND COSTS.

Section 3012 of title 39, United States Code, is amended—
(1) in subsection (a) by striking “$10,000 for each day
that such person engages in conduct described by paragraph

(1), (2), or (3) of this subsection.” and inserting “$50,000 for

each mailing of less than 50,000 pieces; $100,000 for each

mailing of 50,000 to 100,000 pieces; with an additional $10,000
for each additional 10,000 pieces above 100,000, not to exceed
$2,000,000.”;

(2) in paragraphs (1) and (2) of subsection (b) by inserting

after “of subsection (a)” the following: “, (c), or (d)”;

(3) by redesignating subsections (¢) and (d), as subsections

(e) and (f), respectively; and

(4) by inserting after subsection (b) the following:

“(c)(1) In any proceeding in which the Postal Service may
issue an order under section 3005(a), the Postal Service may in
lieu of that order or as part of that order assess civil penalties
in an amount not to exceed $25,000 for each mailing of less than
50,000 pieces; $50,000 for each mailing of 50,000 to 100,000 pieces;
with an additional $5,000 for each additional 10,000 pieces above
100,000, not to exceed $1,000,000.

“2) In any proceeding in which the Postal Service assesses
penalties under this subsection the Postal Service shall determine
the civil penalty taking into account the nature, circumstances,
extent, and gravity of the violation or violations of section 3005(a),
and with respect to the violator, the ability to pay the penalty,
the effect of the penalty on the ability of the violator to conduct
lawful business, any history of prior violations of such section,
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the degree of culpability and other such matters as justice may
require.

“(d) Any person who violates section 3001(1) shall be liable
to the United States for a civil penalty not to exceed $10,000
for each mailing to an individual.”.

SEC. 107. ADMINISTRATIVE SUBPOENAS.

(a) IN GENERAL.—Chapter 30 of title 39, United States Code,
is amended by adding at the end the following:

“§3016. Administrative subpoenas

“(a) SUBPOENA AUTHORITY.—

“(1) INVESTIGATIONS.—

“(A) IN GENERAL.—In any investigation conducted
under section 3005(a), the Postmaster General may require
by subpoena the production of any records (including books,
papers, documents, and other tangible things which con-
stitute or contain evidence) which the Postmaster General
considers relevant or material to such investigation.

“(B) CoNDITION.—No subpoena shall be issued under
this paragraph except in accordance with procedures, estab-
lished by the Postal Service, requiring that—

“(i) a specific case, with an individual or entity
identified as the subject, be opened before a subpoena
is requested,;

“(i1) appropriate supervisory and legal review of
a subpoena request be performed; and

“(ii1) delegation of subpoena approval authority be
limited to the Postal Service’s General Counsel or a
Deputy General Counsel.

“(2) STATUTORY PROCEEDINGS.—In any statutory proceeding
conducted under section 3005(a), the dJudicial Officer may
require by subpoena the attendance and testimony of witnesses
and the production of any records (including books, papers,
documents, and other tangible things which constitute or con-
tain evidence) which the Judicial Officer considers relevant
or material to such proceeding.

“(3) RULE OF CONSTRUCTION.—Nothing in paragraph (2)
shall be considered to apply in any circumstance to which
paragraph (1) applies.

“(b) SERVICE.—

“(1) SERVICE WITHIN THE UNITED STATES.—A subpoena
issued under this section may be served by a person designated
under section 3061 of title 18 at any place within the territorial
jurisdiction of any court of the United States.

“(2) FOREIGN SERVICE.—Any such subpoena may be served
upon any person who is not to be found within the territorial
jurisdiction of any court of the United States, in such manner
as the Federal Rules of Civil Procedure prescribe for service
in a foreign country. To the extent that the courts of the
United States may assert jurisdiction over such person con-
sistent with due process, the United States District Court for
the District of Columbia shall have the same jurisdiction to
take any action respecting compliance with this section by
such person that such court would have if such person were
personally within the jurisdiction of such court.
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“(3) SERVICE ON BUSINESS PERSONS.—Service of any such
subpoena may be made upon a partnership, corporation,
association, or other legal entity by—

“(A) delivering a duly executed copy thereof to any
partner, executive officer, managing agent, or general agent
thereof, or to any agent thereof authorized by appointment
or by law to receive service of process on behalf of such
partnership, corporation, association, or entity;

“B) delivering a duly executed copy thereof to the
principal office or place of business of the partnership,
corporation, association, or entity; or

“(C) depositing such copy in the United States mails,
by registered or certified mail, return receipt requested,
duly addressed to such partnership, corporation, associa-
tion, or entity at its principal office or place of business.
“(4) SERVICE ON NATURAL PERSONS.—Service of any sub-

poena may be made upon any natural person by—

“(A) delivering a duly executed copy to the person
to be served; or

“(B) depositing such copy in the United States mails,
by registered or certified mail, return receipt requested,
duly addressed to such person at his residence or principal
office or place of business.

“(5) VERIFIED RETURN.—A verified return by the individual
serving any such subpoena setting forth the manner of such
service shall be proof of such service. In the case of service
by registered or certified mail, such return shall be accompanied
by the return post office receipt of delivery of such subpoena.
“(c) ENFORCEMENT.—

“(1) IN GENERAL.—Whenever any person, partnership, cor-
poration, association, or entity fails to comply with any sub-
poena duly served upon him, the Postmaster General may
request that the Attorney General seek enforcement of the
subpoena in the district court of the United States for any
judicial district in which such person resides, is found, or trans-
acts business, and serve upon such person a petition for an
order of such court for the enforcement of this section.

“(2) JURISDICTION.—Whenever any petition is filed in any
district court of the United States under this section, such
court shall have jurisdiction to hear and determine the matter
so presented, and to enter such order or orders as may be
required to carry into effect the provisions of this section.
Any final order entered shall be subject to appeal under section
1291 of title 28, United States Code. Any disobedience of any
final order entered under this section by any court may be
punished as contempt.

“(d) DISCLOSURE.—Any documentary material provided pursu-

ant to any subpoena issued under this section shall be exempt
from disclosure under section 552 of title 5, United States Code.”.

(b) REGULATIONS.—Not later than 120 days after the date of

the enactment of this section, the Postal Service shall promulgate
regulations setting out the procedures the Postal Service will use
to implement the amendment made by subsection (a).

(c) SEMIANNUAL REPORTS.—Section 3013 of title 39, United

States Code, is amended by striking “and” at the end of paragraph
(4), by redesignating paragraph (5) as paragraph (6), and by
inserting after paragraph (4) the following:
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“(5) the number of cases in which the authority described
in section 3016 was used, and a comprehensive statement
describing how that authority was used in each of those cases;
and”.

(d) TECHNICAL AND CONFORMING AMENDMENT.—The table of
sections for chapter 30 of title 39, United States Code, is amended
by adding at the end the following:

“3016. Administrative subpoenas.”.

SEC. 108. REQUIREMENTS OF PROMOTERS OF SKILL CONTESTS OR
SWEEPSTAKES MAILINGS.

(a) IN GENERAL.—Chapter 30 of title 39, United States Code
(as amended by section 107) is amended by adding after section
3016 the following:

“§3017. Nonmailable skill contests or sweepstakes matter;
notification to prohibit mailings

“(a) DEFINITIONS.—In this section—

“(1) the term ‘promoter’ means any person who—

“(A) originates and mails any skill contest or sweep-
stakes, except for any matter described in section
3001(k)(4); or

“(B) originates and causes to be mailed any skill contest
or sweepstakes, except for any matter described in section
3001(k)(4);

“(2) the term ‘removal request’ means a request stating
that an individual elects to have the name and address of
such individual excluded from any list used by a promoter
for mailing skill contests or sweepstakes;

“(3) the terms ‘skill contest’, ‘sweepstakes’, and ‘clearly
and conspicuously displayed’ have the same meanings as given
them in section 3001(k); and

“(4) the term ‘duly authorized person’, as used in connection
with an individual, means a conservator or guardian of, or
person granted power of attorney by, such individual.

“(b) NONMAILABLE MATTER.—

“(1) IN GENERAL.—Matter otherwise legally acceptable in
the mails described in paragraph (2)—

“(A) is nonmailable matter;

“B) shall not be carried or delivered by mail; and

“(C) shall be disposed of as the Postal Service directs.
“(2) NONMAILABLE MATTER DESCRIBED.—Matter described

in this paragraph is any matter that—

“(A) is a skill contest or sweepstakes, except for any
matter described in section 3001(k)(4); and

“B)1) is addressed to an individual who made an
election to be excluded from lists under subsection (d);
or

“(i1) does not comply with subsection (c)(1).

“(c) REQUIREMENTS OF PROMOTERS.—

“(1) NOTICE TO INDIVIDUALS.—Any promoter who mails a
skill contest or sweepstakes shall provide with each mailing
a statement that—

“(A) is clearly and conspicuously displayed,;

“(B) includes the address or toll-free telephone number
of ghe notification system established under paragraph (2);
an
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“(C) states that the notification system may be used
to prohibit the mailing of all skill contests or sweepstakes
by that promoter to such individual.

“(2) NOTIFICATION SYSTEM.—Any promoter that mails or
causes to be mailed a skill contest or sweepstakes shall estab-
lish and maintain a notification system that provides for any
individual (or other duly authorized person) to notify the system
of the individual’s election to have the name and address of
the individual excluded from all lists of names and addresses
used by that promoter to mail any skill contest or sweepstakes.
“(d) ELecTioN To BE EXCLUDED FrOM LiSTS.—

“(1) IN GENERAL.—An individual (or other duly authorized
person) may elect to exclude the name and address of that
individual from all lists of names and addresses used by a
promoter of skill contests or sweepstakes by submitting a
removal request to the notification system established under
subsection (c).

“(2) RESPONSE AFTER SUBMITTING REMOVAL REQUEST TO
THE NOTIFICATION SYSTEM.—Not later than 60 calendar days
after a promoter receives a removal request pursuant to an
election under paragraph (1), the promoter shall exclude the
individual’s name and address from all lists of names and
addresses used by that promoter to select recipients for any
skill contest or sweepstakes.

“(3) EFFECTIVENESS OF ELECTION.—An election under para-
graph (1) shall remain in effect, unless an individual (or other
duly authorized person) notifies the promoter in writing that
such individual—

“(A) has changed the election; and

“(B) elects to receive skill contest or sweepstakes
mailings from that promoter.

“(e) PRIVATE RIGHT OF ACTION.—

“(1) IN GENERAL.—An individual who receives one or more
mailings in violation of subsection (d) may, if otherwise per-
mitted by the laws or rules of court of a State, bring in an
appropriate court of that State—

“(A) an action to enjoin such violation;

“(B) an action to recover for actual monetary loss from
such a violation, or to receive $500 in damages for each
such violation, whichever is greater; or

“(C) both such actions.

It shall be an affirmative defense in any action brought under
this subsection that the defendant has established and imple-
mented, with due care, reasonable practices and procedures
to effectively prevent mailings in violation of subsection (d).
If the court finds that the defendant willfully or knowingly
violated subsection (d), the court may, in its discretion, increase
the amount of the award to an amount equal to not more
than 3 times the amount available under subparagraph (B).

“(2) ACTION ALLOWABLE BASED ON OTHER SUFFICIENT
NOTICE.—A mailing sent in violation of section 3001(1) shall
be actionable under this subsection, but only if such an action
would not also be available under paragraph (1) (as a violation
of subsection (d)) based on the same mailing.

“(f) PROMOTER NONLIABILITY.—A promoter shall not be subject
to civil liability for the exclusion of an individual’s name or address
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from any list maintained by that promoter for mailing skill contests
or sweepstakes, if—
“(1) a removal request is received by the promoter’s notifica-
tion system; and
“(2) the promoter has a good faith belief that the request
is from—

“(A) the individual whose name and address is to be
excluded; or

“(B) another duly authorized person.

“(g) PROHIBITION ON COMMERCIAL USE OF LISTS.—
“(1) IN GENERAL.—

“(A) PROHIBITION.—No person may provide any
information (including the sale or rental of any name or
address) derived from a list described in subparagraph
(B) to another person for commercial use.

“(B) LisTs.—A list referred to under subparagraph (A)
is any list of names and addresses (or other related
information) compiled from individuals who exercise an
election under subsection (d).

“(2) CIvIL PENALTY.—Any person who violates paragraph
(1) shall be assessed a civil penalty by the Postal Service
not to exceed $2,000,000 per violation.
“(h) C1viL PENALTIES.—

“(1) IN GENERAL.—Any promoter—

“(A) who recklessly mails nonmailable matter in viola-
tion of subsection (b) shall be liable to the United States
in an amount of $10,000 per violation for each mailing
to an individual of nonmailable matter; or

“(B) who fails to comply with the requirements of sub-
section (c)(2) shall be liable to the United States.

“(2) ENFORCEMENT.—The Postal Service shall, in accord-

ance with the same procedures as set forth in section 3012(b),
provide for the assessment of civil penalties under this section.”.

(b) TECHNICAL AND CONFORMING AMENDMENTS.—The table of
sections for chapter 30 of title 39, United States Code, is amended
by adding after the item relating to section 3016 the following:

“3017. Nonmailable skill contests or sweepstakes matter; notification to prohibit
mailings.”.

(c) EFFECTIVE DATE.—This section shall take effect 1 year after
the date of the enactment of this Act.

SEC. 109. STATE LAW NOT PREEMPTED.

(a) IN GENERAL.—Nothing in the provisions of this title
(including the amendments made by this title) or in the regulations
promulgated under such provisions shall be construed to preempt
any provision of State or local law that imposes more restrictive
requirements, regulations, damages, costs, or penalties. No deter-
mination by the Postal Service that any particular piece of mail
or class of mail is in compliance with such provisions of this title
shall be construed to preempt any provision of State or local law.

(b) EFFECT ON STATE COURT PROCEEDINGS.—Nothing contained
in this section shall be construed to prohibit an authorized State
official from proceeding in State court on the basis of an alleged
violation of any general civil or criminal statute of such State
or any specific civil or criminal statute of such State.
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SEC. 110. TECHNICAL AND CONFORMING AMENDMENTS.

(a) REFERENCES TO REPEALED PROVISIONS.—Section 3001(a) of
title 39, United States Code, is amended by striking “1714,” and
“1718,”.

(b) CONFORMANCE WITH INSPECTOR GENERAL ACT OF 1978.—

(1) IN GENERAL.—Section 3013 of title 39, United States
Code, is amended—

(A) by striking “Board” each place it appears and
inserting “Inspector General”;

(B) in the third sentence by striking “Each such report
shall be submitted within sixty days after the close of
the reporting period involved” and inserting “Each such
report shall be submitted within 1 month (or such shorter
length of time as the Inspector General may specify) after
the close of the reporting period involved”; and

(C) by striking the last sentence and inserting the
following:

“The information in a report submitted under this section to the
Inspector General with respect to a reporting period shall be
included as part of the semiannual report prepared by the Inspector
General under section 5 of the Inspector General Act of 1978
for the same reporting period. Nothing in this section shall be
considered to permit or require that any report by the Postmaster
General under this section include any information relating to
activities of the Inspector General.”.

(2) EFFECTIVE DATE.—This subsection shall take effect on
the date of the enactment of this Act, and the amendments
made by this subsection shall apply with respect to semiannual
reporting periods beginning on or after such date of enactment.

(3) SAVINGS PROVISION.—For purposes of any semiannual
reporting period preceding the first semiannual reporting period
referred to in paragraph (2), the provisions of title 39, United
States Code, shall continue to apply as if the amendments
made by this subsection had not been enacted.

SEC. 111. EFFECTIVE DATE.

Except as provided in section 108 or 110(b), this title shall
take effect 120 days after the date of the enactment of this Act.

TITLE II—-FEDERAL RESERVE BOARD
RETIREMENT PORTABILITY

SEC. 201. SHORT TITLE.

This title may be cited as the “Federal Reserve Board Retire-
ment Portability Act”.

SEC. 202. PORTABILITY OF SERVICE CREDIT.

(a) CREDITABLE SERVICE.—
(1) IN GENERAL.—Section 8411(b) of title 5, United States
Code, is amended—
(A) by striking “and” at the end of paragraph (3);
(B) in paragraph (4)—
(1) by striking “of the preceding provisions” and
inserting “other paragraph”; and
(i1) by striking the period at the end and inserting
“ and”; and
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(C) by adding at the end the following:

“(5) a period of service (other than any service under any
other paragraph of this subsection, any military service, and
any service performed in the employ of a Federal Reserve
Bank) that was creditable under the Bank Plan (as defined
in subsection (i)), if the employee waives credit for such service
under the Bank Plan and makes a payment to the Fund equal
to the amount that would have been deducted from pay under
section 8422(a) had the employee been subject to this chapter
during such period of service (together with interest on such
amount computed under paragraphs (2) and (3) of section
8334(e)).

Paragraph (5) shall not apply in the case of any employee as
to whom subsection (g) (or, to the extent subchapter III of chapter
83 is involved, section 8332(n)) otherwise applies.”.

(2) BANK PLAN DEFINED.—Section 8411 of title 5, United
States Code, is amended by adding at the end the following:
“(i) For purposes of subsection (b)(5), the term ‘Bank Plan’

means the benefit structure in which employees of the Board of
Governors of the Federal Reserve System appointed on or after
January 1, 1984, participate, which benefit structure is a component
of the Retirement Plan for Employees of the Federal Reserve
System, established under section 10 of the Federal Reserve Act
(and any redesignated or successor version of such benefit structure,
if so identified in writing by the Board of Governors of the Federal
Reserve System for purposes of this chapter).”.
(b) ExcLUSION FROM CHAPTER 84.—

(1) IN GENERAL.—Paragraph (2) of section 8402(b) of title
5, United States Code, is amended by striking the matter
before subparagraph (B) and inserting the following:

“(2)(A) any employee or Member who has separated from
the service after—

“@i) having been subject to—

“(I) subchapter III of chapter 83 of this title;

“(ITI) subchapter I of chapter 8 of title I of the
Foreign Service Act of 1980; or

“(ITII) the benefit structure for employees of the
Board of Governors of the Federal Reserve System
appointed before January 1, 1984, that is a component
of the Retirement Plan for Employees of the Federal
Reserve System, established under section 10 of the
Federal Reserve Act; and
“(i1) having completed—

“I) at least 5 years of civilian service creditable
under subchapter III of chapter 83 of this title;

“(II) at least 5 years of civilian service creditable
under subchapter I of chapter 8 of title I of the Foreign
Service Act of 1980; or

“(III) at least 5 years of civilian service (other
than any service performed in the employ of a Federal
Reserve Bank) creditable under the benefit structure
for employees of the Board of Governors of the Federal
Reserve System appointed before January 1, 1984, that
is a component of the Retirement Plan for Employees
of the Federal Reserve System, established under sec-
tion 10 of the Federal Reserve Act,

182



S.335—14

determined without regard to any deposit or redeposit

requirement under either such subchapter or under such

benefit structure, or any requirement that the individual
become subject to either such subchapter or to such benefit
structure after performing the service involved; or”.

(2) EXCEPTION.—Subsection (d) of section 8402 of title 5,
United States Code, is amended to read as follows:

“(d) Paragraph (2) of subsection (b) shall not apply to an indi-
vidual who—

“(1) becomes subject to—

“(A) subchapter II of chapter 8 of title I of the Foreign

Service Act of 1980 (relating to the Foreign Service Pension

System) pursuant to an election; or

“(B) the benefit structure in which employees of the

Board of Governors of the Federal Reserve System
appointed on or after January 1, 1984, participate, which
benefit structure is a component of the Retirement Plan
for Employees of the Federal Reserve System, established
under section 10 of the Federal Reserve Act (and any
redesignated or successor version of such benefit structure,
if so identified in writing by the Board of Governors of
thed Federal Reserve System for purposes of this chapter);
an

“(2) subsequently enters a position in which, but for para-
graph (2) of subsection (b), such individual would be subject
to this chapter.”.

(¢) PrROVISIONS RELATING TO CERTAIN FORMER EMPLOYEES.—
A former employee of the Board of Governors of the Federal Reserve
System who—
(1) has at least 5 years of civilian service (other than
any service performed in the employ of a Federal Reserve
Bank) creditable under the benefit structure for employees
of the Board of Governors of the Federal Reserve System
appointed before January 1, 1984, that is a component of the
Retirement Plan for Employees of the Federal Reserve System,
established under section 10 of the Federal Reserve Act;
(2) was subsequently employed subject to the benefit struc-
ture in which employees of the Board of Governors of the
Federal Reserve System appointed on or after January 1, 1984,
participate, which benefit structure is a component of the
Retirement Plan for Employees of the Federal Reserve System,
established under section 10 of the Federal Reserve Act (and
any redesignated or successor version of such benefit structure,
if so identified in writing by the Board of Governors of the
Federal Reserve System for purposes of chapter 84 of title
5, United States Code); and
(3) after service described in paragraph (2), becomes subject
to and thereafter entitled to benefits under chapter 84 of title
5, United States Code,
shall, for purposes of section 302 of the Federal Employees’ Retire-
ment System Act of 1986 (100 Stat. 601; 5 U.S.C. 8331 note)
be considered to have become subject to chapter 84 of title 5,
United States Code, pursuant to an election under section 301
of such Act.

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—Subject to succeeding provisions of this
subsection, this section and the amendments made by this
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Zection shall take effect on the date of the enactment of this
ct.

(2) PROVISIONS RELATING TO CREDITABILITY AND CERTAIN
FORMER EMPLOYEES.—The amendments made by subsection (a)
and the provisions of subsection (c) shall apply only to individ-
uals who separate from service subject to chapter 84 of title
5, United States Code, on or after the date of the enactment
of this Act.

(3) PROVISIONS RELATING TO EXCLUSION FROM CHAPTER.—
The amendments made by subsection (b) shall not apply to
any former employee of the Board of Governors of the Federal
Reserve System who, subsequent to his or her last period
of service as an employee of the Board of Governors of the
Federal Reserve System and prior to the date of the enactment
of this Act, became subject to subchapter III of chapter 83
or chapter 84 of title 5, United States Code, under the law
in effect at the time of the individual’s appointment.

SEC. 203. CERTAIN TRANSFERS TO BE TREATED AS A SEPARATION
FROM SERVICE FOR PURPOSES OF THE THRIFT SAVINGS
PLAN.

(a) AMENDMENTS TO CHAPTER 84 OF TITLE 5, UNITED STATES
CODE.—
(1) IN GENERAL.—Subchapter III of chapter 84 of title 5,
United States Code, is amended by inserting before section
8432 the following:

“§ 8431. Certain transfers to be treated as a separation

“(a) For purposes of this subchapter, separation from Govern-
ment employment includes a transfer from a position that is subject
to one of the retirement systems described in subsection (b) to
a position that is not subject to any of them.

“(b) The retirement systems described in this subsection are—

“(1) the retirement system under this chapter;
“(%) the retirement system under subchapter III of chapter

83; an

“(3) any other retirement system under which individuals
may contribute to the Thrift Savings Fund through
withholdings from pay.”.

(2) CLERICAL AMENDMENT.—The table of sections for
chapter 84 of title 5, United States Code, is amended by
inserting before the item relating to section 8432 the following:

“8431. Certain transfers to be treated as a separation.”.

(b) CONFORMING AMENDMENTS.—Subsection (b) of section 8351
of title 5, United States Code, is amended by redesignating para-
graph (11) as paragraph (8), and by adding at the end the following:

“(9) For the purpose of this section, separation from Govern-
ment employment includes a transfer described in section

8431.”.

(¢) EFFECTIVE DATE.—The amendments made by this section
shall apply with respect to transfers occurring before, on, or after
the date of the enactment of this Act, except that, for purposes
of applying such amendments with respect to any transfer occurring
before such date of enactment, the date of such transfer shall
be considered to be the date of the enactment of this Act. The
Executive Director (within the meaning of section 8401(13) of title
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5, United States Code) may prescribe any regulations necessary
to carry out this subsection.

SEC. 204. CLARIFYING AMENDMENTS.

(a) IN GENERAL.—Subsection (f) of section 3304 of title 5, United
States Code, as added by section 2 of Public Law 105-339, is
amended—

(1) by striking paragraph (4);
(2) by redesignating paragraphs (2) and (3) as paragraphs

(3) and (4), respectively; and

(3) by inserting after paragraph (1) the following:

“(2) If selected, a preference eligible or veteran described in
paragraph (1) shall acquire competitive status and shall receive
a career or career-conditional appointment, as appropriate.”.

(b) EFFECTIVE DATE.—The amendments made by subsection
(a) shall take effect as if enacted on October 31, 1998.

TITLE III—-AMENDMENT TO THE FED-
ERAL PROPERTY AND ADMINISTRA-
TIVE SERVICES ACT OF 1949

SEC. 301. TRANSFER OF CERTAIN PROPERTY TO STATE AND LOCAL
GOVERNMENTS.

Section 203(p)(1)(B)(ii) of the Federal Property and Administra-
tive Services Act of 1949 (40 U.S.C. 484(p)(1)(B)(ii)) is amended
by striking “December 31, 1999.” and inserting “July 31, 2000.
During the period beginning January 1, 2000, and ending July
31, 2000, the Administrator may not convey any property under
subparagraph (A), but may accept, consider, and approve applica-
tions for transfer of property under that subparagraph.”.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.
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OFFICIAL RULES

All enries received from this Bullgtin by the enlry deadling stated below will be elinole for all Giveaways lisled hergin. You will
win the prizes promated in this Bullein if you submit & timely enéry from this Bullzfin and have the number that matches te
winssing furber and/or your entry is selected inia random drawing at giveaway end. Exira Givesway details mey appesron the
back page of Official fues.

You may recsive mulliple eniry opportunifies info our ongoing Giveaways, Siious preserfations of these Guedwars using o
frizesiprize velues may be presented 1o the pubikc, Thammg Eniry will be eligitle ¥or the prize configuration promioed in the Bullein
from which it comes. A winner's iz may be supplemerzd up to She meimum amaunt of the Giearway 2 PCH's oplion.

Vinners will be nobified by mall or in person at our option, Prins award dates promoted in this Bulletin may be adjusted o
accommodale travel amangements and scheduling contlicts, The enirant ramed on the winnirg enty fom il bs consdersd te
wine Winer must be located and sign an Affdast of Bicibilty within 30 ays orwe wil sekcd an abemale winner, Acceptange of iz
constiutes permission 10 use winnes's name and ikeness Tor promational pumases, urkess proioited by k.

If the mabching winning number from a Giveaway having & prize range has mot been refurned al Giveaway end, the
hinimum bse prize amounk akes s guarantaed b be awardod fo an asmate winner by saoond chance rANdom drEwing among
eligihte entries at Giveaway end, In the ervent Inewisning Rumbsr b duplicated for any Giveaey, thess wil be 3 random drawing among
such duplcated numbers b detarming & winner

Board of Judges' decisians are final. 5 may be ended aady for promational puroses, and & prizes awanded at a
cortespardingly eary dale, i which case 2l lighle entries wil be induded in e winner selaction process. Tams are ™e winners
responshify. Wie do not accept entries Fom a frird party nor entnes sand in bulk. W ae not resparshle for los!, defiyed, risoiectad o
rirtkabed] st amy eors Bl may hawe ocoured in the peinting of this Bulietin, Principals and employees of Publishars Clearing House,
its atiiales and subsidiries, conest prooessors, ther immeciste famiies and the Boand of Jusges sre nof elgble. Al federsl, stz and
Joreal s apphy. Ofiers for prie amiounts of $50000.00-or more froygh his mailing are void in T,

Pullishers Clearng House may pass your name and address o other organizations. A & resufl you may be comtacted
with other suiabile oers and promafions. If you do not wish to recese any offers fom ofher omanizations, pease 1 us inow by aling
fhe rurmber or writing fo us @t e ddrss below

Torecelve buture cpportunities, b cbiain our most recen list of winnars, or if you wish io shop recaiving Bullefing
from us, just ket us know by calling the number or wiiting bo us &t the address below,

ALL PAIZES GUARANTEED TO BE AWARDED AS OFFERED
N0 PLURCHASE OR PAYMENT NECESSARY TD ENTER

Entry Deadline of November 18, 2013, o become eligible for 7 additional chances b win our Movember

6t Special Earfy Look $8.000.00 A-Week-For-Life SuperPrize® from Giveaway No. 3080, your enbry must amive by the
Hovember 11,2013 early deadling,
Prizes will be paid as follows; i the matching winning numier for our Special Eary Look SuperPrize Evenkt from Ghreaway Mo, 3050
comes fium fhis Bulsiin and & refmed by e deading, e winner will receive S5,000.00 A Week-For-Lifi with 2 quarenteed minimum
of S1,000,000.00. hn a 51,000,000.00 prize n 2 Second Charce Orawing from Ghemaay bo, 3080 and you vl recetve $25.000.00 &
ear for 29 years, and a final payment of 5275,000,00 in tha 30th vear. If e matching wiming number for our §9,000,000.00 SuperPrize
fom Gweariay N0, 3577 comes from trés Bulketin and i requrmad by the deacing, the winner will receiee £25,000,00 2 year for 29 years
mdahﬂp&ﬁmﬂd&??ﬁﬂﬁﬂuntﬁﬂmnmhmmmmsmm»&emrm'my]rrﬂfhepaunmtmmma
year,for zny yar during which such periodic payments are dug to be made. Present valug of Giveaway Nos: 3080 and 3577 vl vary
depending on interest rtes and market concitions a1 e time of the awand, All-omer prizes wil be paid i ful by check af time of awnd,
unkess nthepaise noted.

Ghegway tos. 3081, 3577, 2764, 2765, 3046 and 2231 are open to residents of fhe U15., LU and Canada. Giveawsy Nuber 20891 i
lirited to L3, residients. Groeawvay o, 3516 is oen to residants of the 15, and Canada. Wokl wiwre proniied. AN Giveawsays are void
in e provinee of Quetez and residents of that province are not eligible bo enter o win

Lot CrMpCh

% Publishers Clearing House | Peh.com | 1002660303 |

1 i e - gt e ok |10

How to enter owr Givesways: If you are placing &n order from this Buetin, o erder the sweepstakes pramotad affix
your appropriate Prize Mumbers Validation Labe! $o your Official Entry-Order Document and mail i 1o arive by the
deactine. I youw are not ardering, fo enter all Giveaways promoted in this Bulletin, call 1-B00-461-4724 by the
deadiine and fofow the instructions, A purchase won't improve an individual’s chance of winalng. Mate e early
deadline dabe for T additional chances to win £8,000.00 A Week-For-Life SuparPrize from Giveaway No. 3060,

SWEEPSTAKES FACTS
PRIZE/VALUE GIVEAWAY NO. END DATE  EST ODDS OF WINNING
Up o 58,000.00 3080 W5 110 1,300,000,000
A-Week-For-Lifet
$1,000,000.00 3577 83115 1 in 1,300,000,000
$25,000.00 3046 127213 1 in 85,577,400
$10,000.00 2764 23113 1in 310,000,000
$2,000.00 2765 123113 100 142,000,000
52,000.00 916 111813 1in 318,000
(2 @ §1,000.00)
$1,000.00 2891 ‘i 1 in 996,000
£100.00 2231 12031113 1 in 690,000**

*Winner may be determined earlier, See Official Rules for detafls,

11 the Special Early Look wmln? number |5 not timety returned or ineligible, a second chance
drawing will be held among timely eligible entrants to award a $1,000,000.00 SuperPrize on
11/26M3 payable in accordance with the Official Rules.

** 0dds are an average of the estimated odds of winning from all 210 areas imoived in this
promotion (210 prizes of $1,000,04). Actual odds of winning for each area will fluctuate depending
an population and respanse o this and other selected Bulleting.

*** Odds are an average of the estimated odds of winning from all first &nd last name initial
combinations involved in this promotion (676 prizes of $100.00). Actual odds of winning will
fluctuate depending on response to this and other selecled Bulleting,

You Have Not Yet Won, All Entries Have The Same Chance of 'i'linnln?
winner has not been identified. We don't know who the winner is. If you enter our
Sweepstakes, your entry will have the same chance to win as every other entry.

Enter For Free. You don't have to buy anything to enter. Just mail the entry form
included in this mailing or fallow the instructions in these Official Rules.

Enter As Often As You Like. You don't have to wait for us to mail you an entry
form. You may submit additional entries simply by writing to us at the address
below. Each time you write to us you will be entered once into each ongoing
Sweepstakes. Each entry request must be mailed separately.

Buying Won't Help You Win. Your chances of winning without a purchase are the
same as the chances of someone who buys something. It would not be lawful to
give any advantage to buyers in a Sweepstakes.

Order Risk-Free with Our No-Hassle Cancel and Return Policy

You may cancel any magazine subscription or retum any merchandise item ordered thraugh Publishers Clearing House up fo 120 days from receipt of shipment,  not completely satisfied, for any reasan. You wil
receive a full credit (ingluding any ehipping and handling) on all issues nat yet delivered and on any product retumed within this time frame. Al credis will first be applied to any open balance you may have wilh us.
If you go not have an open balance o your account, 2 refund check will be issued and should armve within 6-8 weeks. At Publishers Clearing House we process orders the day they arrive and notify publishers and
suppliers 1o start service Immediztaly, Weekly magazings arg in the mail to you in just 3 to 4 weeks - 5 at the most. Monthly mapazines take a few weeks more. Your satisfaction is ol main priorty.
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SWEEPSTAKES FACTS |
PRIZENVALUE GIVEAWAY NO. END DATE EST. 0DDS OF WINNING

$5,000.00 3080 *8/31/15 1in1,300,000,000
A-Week-Far-Life
$500.00 3887 3131114 1in 553,000

*Winner may be determined earlier. See Official Rules for details

You Have Not Yet Won, All Entries Have The Same Chance Of
Winning. The winner has not been identified. We don't know who
the winner is. If you enter our Sweepstakes, your entry will have
the same chance to win as every other entry.

Enter For Free. You don't have to buy anything to enter. Just mail
the entry form included in this mailing or follow the instructions in
the Official Rules.

Enter As Often As You Like. You don’t have to wait for us to mail
you an entry form. You may submit additional entries simply by writing
us at: Publishers Clearing House, 101 Winners Circle, Port Washington,
NY 11050, Each time you write to us you will be entered once into each
ongoing Sweepstakes. Each entry request must be mailed separately.
Buying Won't Help You Win. Your chances of winning without a
purchase are the same as the chances of someone who buys
something. it would not be lawful to give any advantage to buyers
in a Sweepstakes.
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| SWEEPSTAKESFACTS
PRIZE/VALUE GIVEAWAY NO. END DATE_EST. 0DDS OF WINNING

$1,000,000.00 3080 *8/31/15  1in1,300,000,000
Lump-Sum Plus $5,000.00 A-Week-For-Life

$1,000,000.00 3577 *8/31/15  11in 1,300,000,000

$10,000.00 U.S 2764 *12/31/13  1in 310,000,000
Savings Bond (or the $10,000.00 current cash equivalent)

$1,900.00 3975 12/2713  1in 262,000
(1@ $1,000.00; 1 @ $900.00)

$900.00 3974 1212713 1in 262,000
(1@ $500.00; 1 @ $400.00)

Up to $600.00 3977 12/2713  1in 262,000
(2 @ up to $300.00)

$100.00 2231 12/31/13  1in 690,000™*

*Winner may be determined earlier. See Official Rules for details.

** Odds are an average of the estimated odds of winning from all first and last name
initial combinations involved in this promotion (676 prizes of $100.00). Actual odds of
winning will fiuctuate depending on response to this and other selected Bulletins,

You Have Not Yet Won. All Entries Have The Same Chance Of Winning.
The winner has not been identified. We don’t know who the winner is. If you
enter our Sweepstakes, your entry will have the same chance to win as
every other entry.

Enter For Free. You don't have to buy anything to enter. Just mail the entry
form included in this mailing or follow the instructions in the Official Rules.

Enter As Often As You Like. You don’t have to wait for us to mail you an
entry form. You may submit additional entries simply by writing us at
Publishers Clearing House, 101 Winners Circle, Port Washington, NY 11050.
Each time you write to us you will be entered once into each ongoing
Sweepstakes. Each entry request must be mailed separately.

Buying Won't Help You Win. Your chances of winning without a purchase
are the same as the chances of someone who buys something. it would not
be lawful to give any advantage to buyers in a Sweepstakes.
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SWEEPSTAKES FACTS s
PRIZE  GIVEAWAY  ENDING ESTIMATED
NUMBER  DATE  ODDS OF WINNING
$10 Milion 830 “4/31/02 110 100,000,000
$1 Million 825 *1/31/02  1in 60,000,000
$2500000 788 *12/31/01 1 in 50,000,000

*Winner may be datermined earlier.
See Official Rules for Detalls.

* You Have Not Yet Won. All Entries Have The Same Chance
Of Winning. The winner has not been identified. We don't
know who the winner s, If you enter our sweepstakes, your
eniry will have the same chance to win as every other entry,

* Enter For Free. You don't have to buy anything to enter. Just
mall the entry form included in this mailing or follow the
instructions in the Officlal Rules.

* Enter As Often As You Like. You don't have to wait for
us to mail you an entry form. You may submit additional
entries simply by writing us at: Publishers Clearing House,
101 Winners Circle, Port Washington, NY 11050. Each time
you write us you will be entered once in each ongoing
Sweepstakes, Each entry request must be mailed separately.

* Buying Won't Help You Win, Your chances of winning with-
out a purchase are the same as the chances of someone
who buys something. It would not be lawful to give any
advantage to buyers in a sweepstakes.

(Facts Disclosure Exhibit from 2001 Settlement)
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