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UNI TED STATES OF AMER CA
BEFCRE FEDERAL TRADE COW SSI ON

COW SSI ONERS: Robert Pitofsky, Chairnman
Mary L. Azcuenaga
Janet D. Steiger
Roscoe B. Starek, 11
Christine A Varney

In the Matter of DOCKET NO G 3729

PRE- PAI D LEGAL SERVI CES, | NC, DEC SI ON AND CRDER

a corporation.
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The Federal Trade Comm ssion having initiated an
investigation of certain acts and practices of the respondent
named in the caption hereof, and the respondent havi ng been
furni shed thereafter with a copy of a draft of conplaint which
t he Denver Regional O fice proposed to present to the Comm ssion
for its consideration and which, if issued by the Conmm ssion,
woul d charge respondent with violation of the Federal Trade
Comm ssi on Act; and

The respondent, its attorney, and counsel for the Comm ssion
havi ng thereafter executed an agreenent containing a consent
order, an adm ssion by the respondent of all the jurisdictional
facts set forth in the aforesaid draft of conplaint, a statenent
that the signing of said agreenent is for settlenent purposes
only and does not constitute an adm ssion by respondent that the
| aw has been violated as alleged in such conplaint, or that the
facts as alleged in such conplaint, other than jurisdictional
facts, are true, and waivers and other provisions as required by
the Commssion's Rules; and

The Comm ssion having thereafter considered the natter and
having determned that it had reason to believe that the
respondent has violated the said Act, and that a conpl ai nt shoul d
issue stating its charges in that respect, and havi ng thereupon
accepted the executed consent agreenent and pl aced such agreenent
on the public record for a period of sixty (60) days, nowin
further conformty with the procedure prescribed in 8 2.34 of its



Rul es, the Comm ssion hereby issues its conplaint, nmakes the
follow ng jurisdictional findings and enters the follow ng O der:

1. Respondent Pre-Paid Legal Services, Inc., is a
corporation organi zed, existing, and doi ng busi ness under and by
virtue of the laws of the State of Cklahoma, with its office and
princi pal place of business |ocated at 321 E. Main Street, in the
Gty of Ada, State of Cklahona

2. The Federal Trade Comm ssion has jurisdiction of the
subject matter of this proceeding and of the respondent, and the
proceeding is in the public interest.

DEFI NI TI ONS

For purposes of this Oder:

a. "Living trust" means a trust into which an individua
can place all of his or her assets during his or her
lifetinme and, by transferring ownership of the assets
to the nane of the trust, thereby renove the assets
fromthe individual's estate.

b. "Probate" is the legal process that validates a wll,
the | egal docunent that contains instructions to the
court on how assets and liabilities are to be divided
and distributed at death.

CROER

| T 1S CRDERED that respondent Pre-Paid Legal Services, Inc.
a corporation, its successors and assigns, and its officers, and
respondent's agents, representatives, and enpl oyees, directly or
t hrough any corporation, subsidiary, division, or other device,
i ncluding through any individual or entity wi th whomor which
respondent has contracted to provide pre-paid | egal services, in
connection with the advertising, pronoting, offering for sale, or
sale of living trusts, do forthwith cease and desi st from
m srepresenting, in any manner, directly or by inplication,
orally or in witing, that:

A The use of a living trust avoids all probate and
adm ni strati ve costs.

B. At death, a living trust allows assets to be
distributed i mediately or al nost i mmedi ately.

C A living trust cannot be chal | enged.



D. Living trusts are prepared by |ocal attorneys.

E A living trust protects agai nst catastrophic nedica
costs.
F. Aliving trust is the appropriate estate planning

devi ce for every consuner.

G There are no di sadvantages to a living trust.

| T 1S FURTHER CRDERED t hat respondent Pre-Paid Legal
Services, Inc., a corporation, its successors and assigns, and
its officers, and respondent's agents, representatives and
enpl oyees, directly or through any corporation, subsidiary,
division, or other device, including through any individual or
entity with whom or which respondent has contracted to provide
pre-paid | egal services, in connection with the offering for sale
or sale of living trusts, do forthwi th cease and desist from
failing to disclose, clearly and conspi cuously, in witing, and
prior to the consummation of the sale, the follow ng infornation:

A Living trusts nmay be challenged on simlar grounds as
wills.
B. Living trusts may not be appropriate in all instances,

and all estate planning options shoul d be exam ned
bef ore determ ning which estate plan best suits a
particul ar individual's needs and w shes.

| T 1S FURTHER CRDERED t hat respondent Pre-Paid Legal
Services, Inc., a corporation, its successors and assigns, and
its officers, and respondent's agents, representatives and
enpl oyees, directly or through any corporation, subsidiary,
division, or other device, including through any individual or
entity with whom or which respondent has contracted to provide
pre-paid | egal services, in connection with the offering for sale
or sale of living trusts, do forthwi th cease and desist from
failing to disclose, clearly and conspi cuously, in witing, and
prior to the consummation of the sale, the follow ng infornation,
if true:

A The availability of infornmal probate under this state's
statutes allows mninal or no contact with the courts
and reduces the tine required to probate a will
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B. The transfer of an individual's assets into the |iving
trust is not included in the price of creating the
living trust.

C It is the sole responsibility of the purchaser of the
living trust to transfer assets into the trust.

D. Ceditors have a longer period of tine to file a claim
against a living trust than agai nst a probated estate.

V.

| T 1S FURTHER CRDERED t hat respondent Pre-Paid Legal
Services, Inc., a corporation, its successors and assigns, and
its officers, and respondent's agents, representatives and
enpl oyees, directly or through any corporation, subsidiary,
division, or other device, in connection with the adverti sing,
pronoting, offering for sale, or sale of living trusts by any
individual or entity with whomor which respondent has contracted
to provide pre-paid | egal services, do forthwith cease and desi st
fromfailing to take reasonabl e steps sufficient to determ ne,
comrenci ng with the begi nning of such a contractual rel ationship
and conti nui ng throughout the relationship, whether the pronotion
or sale involves any acts or practices prohibited by Paragraphs
I, I'l and Ill of this Oder. Such steps shall include, but are
not limted to, evaluating, on a basis independent of the
individual or entity with whomor which respondent has contracted
to provide pre-paid | egal services, the terns or conditions of
sal e, the adequacy of any disclosures, the representations nade
and the truthful ness of these representations (for the purposes
herei n, evaluating may, but need not, include review ng
advertisenments, sales scripts and sales manual s, interview ng
of ficers and enpl oyees, ascertaining the nunber and nature of
consuner conplaints and blind testing of oral representations).

V.

I T 1S FURTHER CRDERED t hat respondent Pre-Paid and its
successors and assigns shall, in accordance with the provisions
of this Part, offer a refund in the anmount of one hundred sixty-
five dollars ($165.00) to every purchaser of a living trust,
except for (1) those purchasers residing in states with which
Pre-Paid has previously settled, and (2) all other purchasers who
have previously received refunds fromeither Pre-Paid or the
Anerican Association for Senior Qtizens ("AASC').

A Wthin thirty (30) days of the date that this Oder
becones final, respondent shall conpile and submt to the
Comm ssion a current nailing list containing the nanes and | ast

4



known addresses of all AASC nenbers for whomliving trusts were
prepared by Pre-Paid and who reside in states with which Pre-Paid
has not previously settled. Respondent shall also conpile and
submt to the Commssion a list of all AASC nenbers to whom
respondent has paid refunds, indicating the anmount of each refund
and the date the refund was issued. In conpiling these lists,
respondent shall search all relevant records in the possession,
custody, or control of the respondent, including but not limted
to its unincorporated divisions, joint ventures, partnerships,
operati ons under other nanes, affiliates, and all directors,
officers, partners, enployees, agents, consultants, franchisees,
and any ot her person or entity, including independent

contractors, working for or on behalf of any of the foregoing.

B. The Comm ssion shall conpile and naintain a list of
consuners potentially eligible to receive refunds based on the
information respondent is required to produce pursuant to V. A
above, and suppl emented by such further relevant information in
t he Comm ssion's possession or that comes to the Comm ssion's
attention.

C The Comm ssion or its designated agent shall mail a
notification letter substantially in the formset out in Appendi x
1 to all persons the Commssion has reason to believe are
el igible consuners, to advise each of: (a) the settlenment with
Pre-Paid, and (b) the consunmer's right to receive a refund.

D. The Comm ssion shall enclose with each notification
letter described in V.C above, a claimformsubstantially in the
formset out in Appendix 2. Refund eligibility shall be based on
subm ssion of such form which has been signed by either the AASC
nmenber or the beneficiary, next-of-kin or other representative of
the nenber, if the nenber is deceased.

E Any potentially eligible consuner who does not submt a
conpl eted and executed claimformin response to the Comm ssion's
notification letter by the date specified in the notification
letter shall not be eligible to participate in the distribution;
provided, that the Coonmssion may in its discretion accept and
process an untinely response to the notification letter.

F. The funds fromany returned checks, and checks not
cashed within 60 days after the distribution date, shall be
redeposited into the redress fund for possible redistribution.

V.

IT IS FURTHER ORDERED t hat the consuner redress fund shal
be established, adm ni stered, distributed and term nated under
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the direction and control of the Comm ssion and/or its designated
agent. Respondent shall be notified, upon request, as to how the
consuner refunds are distributed, but shall have no right to
contest the manner of distribution chosen by the Conm ssion.
Wthin 30 days of conpleting the distribution of refunds pursuant
to Part V of this Oder, the Commssion or its designated staff
will provide witten notification to the escrow agent specified
in the Escrow Agreenent attached as Appendix 3 to return to the
Comm ssion for transmttal to Pre-Paid any funds renaining in the
escrow account that were not paid to consuners or to cover

adm ni strative costs of the escrow account. Nothing in this
provi sion shall be construed to limt Pre-Paid s obligation under
Parts V and VI of this Order to provi de consuner refunds.



V.

I T 1S FURTHER ORDERED that, for a period of three (3) years
fromthe date of issuance of this Order, respondent, and its
successors and assigns, shall maintain and upon request nake
available to a representative of the Federal Trade Comm ssion for
i nspection and copying all docunments relating to the adverti sing,
pronoting, offering for sale, or sale of living trusts that are
devel oped, witten, reviewed, authorized, or used by respondent,
its successors and assigns, its officers, and its agents,
representatives and enpl oyees, directly or through any
corporation, subsidiary, division, or other device, or by any
individual or entity with whomor which respondent has contracted
to provide pre-paid | egal services.

VI,

| T 1S FURTHER CRDERED t hat respondent shall notify the

Federal Trade Comm ssion, through its Denver Regional Ofice

unl ess otherwi se directed, at least thirty (30) days prior to any
proposed change in the respondent, such as dissol ution,
assignnent, or sale resulting in the energence of a successor
corporation, the creation or dissolution of new corporations,
subsidiaries or affiliates of the respondent, the planned filing
of a bankruptcy petition, or any other corporate change that may
affect conpliance obligations arising out of this Oder.

I X.
| T 1S FURTHER CRDERED t hat respondent shall:

A Wthin thirty (30) days of service of this O der upon
it, provide a copy of this Order to each of
respondent's current principals, officers, directors
and managers and to all personnel, agents and
representati ves who are or have been participating or
engaging in any nmanner in respondent's sales activities
relating to living trusts.

B. For a period of three (3) years fromthe date of
i ssuance of this Oder, provide a copy of this Order to
each of respondent's principals, officers, directors
and managers, and to all personnel, agents and
representatives who are participating or engaging in
any manner in respondent's sales activities relating to
living trusts within three (3) days after the person
assumes his or her position.



X

IT 1S FURTHER CRDERED that this Oder will termnate on
April 4, 2017, or twenty years fromthe nost recent date that the
United States or the Federal Trade Commssion files a conplai nt
(with or w thout an acconpanyi ng consent decree) in federal court
alleging any violation of the Order, whichever comes |ater;
provi ded, however, that the filing of such a conplaint will not
affect the duration of:

A Any paragraph in this Order that termnates in | ess
than twenty years;

B. This Oder's application to any respondent that is not
nanmed as a defendant in such conplaint; and

C This Oder if such conplaint is filed after the O der
has termnated pursuant to this paragraph.

Provided further, that if such conplaint is dismssed or a
federal court rules that the respondent did not violate any
provision of the Oder, and the dismssal or ruling is either not
appeal ed or upheld on appeal, then the Oder will termnate
according to this paragraph as though the conpl aint was never
filed, except that the Oder will not termnate between the date
such conplaint is filed and the later of the deadline for
appeal i ng such dismssal or ruling and the date such di smssal or
ruling is upheld on appeal.

Xl .

| T 1S FURTHER CRDERED t hat respondent shall, w thin sixty
(60) days of service of this Oder upon it, and at such other
tines as the
Federal Trade Comm ssion may require, file with the Conmssion a
report, in witing, setting forth in detail the manner and form
inwhich it has conplied with this Oder.

By the Comm ssi on.

Donald S. dark
Secretary

| SSUED:  April 4, 1997



