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PROCEEDI NGS

OPENI NG REMARKS

MR, PEELER |If | could have the panelists take
their seats, please.

Can we get the first set of panelists to take
their seats, please?

MS. BERNSTEIN. Good norning, everybody.

Nobody answered ne back. Good norning.

THE AUDI ENCE: Good norni ng.

M5. BERNSTEIN: There, that's better. W have
to get this crowd going this norning.

So many of you have been wonderfully cooperative
and hel pful to us over these many, many wor kshops t hat
we have held that | really do want to just thank you for
wor king with us once again, because this is an inportant
opportunity for all of us to try to obtain as nuch i nput
as we need to have the result be a super one.

That is, a flexible rule that will strike the
ri ght balance that we all know we're going to try to
obtain to protect children and put parents in a position
to be able to nmake those choices and at the same tine
not inpose barriers that will have a chilling effect.

So, that's our goal today, and | know you wll all
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participate as fully as you have in the past.
We have had a | ot of comments on rul emaki ng
generally and particularly on this subject. | did want

to mention that, you know, it was so unusual |ast year

that we all worked together, | think, to work with the
Congress to pass the Act last year. It was a record
record, | think, in terns of the length of tinme that was

used in producing the statute, which we all worked on.

And rat her than the Congress saying, Ckay, well,
we are just going to nove al ong now, |ast week when the
Commi ssion was testifying before the House Commttee on
Privacy and issued a report, there were a nunber of
gquestions for nenbers of Congress asking about what
progress was being made in inplenmenting this statute.

t hought it was an inportant inquiry and one that we wl|l
certainly follow up on, because in response we said that
we were learning a good deal in the context of this

rul emaki ng and woul d be happy to provide that |earning
to menbers and other conmttees as we nove al ong.

So, the issue today is one that, of course,
everybody is aware of, and that is what -- how do we
effect consent. How do we arrive at ways in which
parents can be certain that their consent is the one
that goes and really is, as | say, verifiable in the

| anguage of the statute.
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We have a closely, closely organized group of
panel s today. There are three of them and you wll all
get a reward if you stay awake through the whol e thing,
and not only that, work wwth us and provide us with
additional coments afterwards. So, Lee Peeler wll
head the first panel this norning, and we'll get --
we'll get started right away.

Agai n, thank you all for comng, and let's get
goi ng.

SESSI ON |

MR. PEELER  Thank you, Jodi e.

Before we start on the substance today, let ne
just take care of a few housekeeping issues. The first
is to acknow edge that the food and drink outside the
room t oday have been furnished us by the Anerican
Associ ation of Advertising Agencies. John Kanp, we
appreci ate the donati on.

There's also a cafeteria upstairs on the seventh
floor if people need coffee or food in addition during
the course of the day. OQutside on a table is a list of
area restaurants, and, you know, we have schedul ed a
hour and 15 m nute lunch break for you from12:30 to

1: 45.
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There's al so a nessage board outside the | obby
of the room and rest roons are outside the door. Men's
is the first left, wonen's is the second left.

We have sonme procedural rules that we'd like
people to foll ow today, make the workshop nove al ong as
well as it can. The first is fairly sinple. Please
identify yourself every tinme you speak, and the first
time you speak, if you could also Iist your
or gani zati on.

We're asking the panelists not to reiterate
their witten cooments. W have had your witten
coments. W have given themcl ose and carefu
consideration, and the goal today is really to go beyond
t hat and have a di al ogue about the issues raised in your
conment s.

We hope that you will stick to the issue that
we're asking you to address, which is nmechanisns for
verifiable parental consent, and al ong those |ines, of
course, don't be offended if | cut you off if you start
to stray into other areas.

There are a ot of very interesting additional
guestions that are raised in this rulemaking that | find
fascinating. 1In fact, | probably won't even notice if
you wander off, but Toby will, and she'll kick ne. |

don't want to be kicked.
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Just as a convention, if you want to speak, why
don't we just turn the nane tags on the side, and |'|
try and keep track of those. | nmay call on peopl e out
of sequence, but | wll try to keep as close a track of
your request as | can.

M5. BERNSTEIN. | think we have had a rea
t echnol ogi cal breakt hrough here, Lee, because this is
the first time we had the nanes on both sides. So,
we've | earned fromall of you as we've noved al ong, and
we wll continue to do that.

MR. PEELER  Every year we get better and
better.

We're going to try to stick on schedul e today,
and we're off to a very good start. | would al so point
out that at the end of each session, there will be an
open comment period for 15 minutes in which people in
t he audi ence can comment on the issues that have been
rai sed by the panel. For that comment period, again,
identify yourself by nanme and affiliation, and also it
woul d be very hel pful if you could sinply spell your
name the first time you speak.

And the final itemis to rem nd you that the
record for this workshop will remain open until July
30th, so you have until then to present additional

information or to follow up on information that's
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present ed here.

Qur goal for this -- for the overall workshop,
of course, is to address the question of what
constitutes verifiable parental consent given existing
t echnol ogy under COPPA.

We have three panels today. The first panel,
which will begin in a couple mnutes, wll address
what's going on right now and what we can learn fromthe
met hods and techni ques that are being used right nowto
get parental consent.

The second question wll ook at the question of
e-mai |l and el ectroni c-based net hods of getting parental
consent, and we will | ook at those in sone detail. The
third panel will |look at the role of internmediaries in
provi di ng consumer consent.

We are not | ooking for one way of providing
parental consent. The statute doesn't contenpl ate that
there will just be a single nethod, and that's not our
goal today. Qur goal today is to devel op the guidance
we need to give industry as to what range of approaches
w || be acceptable.

Again, we will be starting fromthe statute, and
the statute says that verifiable parental consent is any
reasonabl e effort taken in consideration of avail able

technol ogy that is designed to ensure that a parent of a
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child receives notice of an operator's personal
information collection use and di sclosure practices and
aut hori zes the collection, use and discl osure, as
appl i cabl e, of personal information and the subsequent
use of that information before the information is
collected fromthe child.

| would al so point out that on the board to the
rooms right are a list of exceptions to that
requi renment, and those exceptions were placed in the
statute in order to facilitate the interactivity of the
Internet. One is very straightforward, and that is to
obtain information fromthe child that's needed to
obt ai n parental consent.

A second exception that is designed to
facilitate the interactivity of the Internet is --
allows a site to respond to a specific request of a
child on a one-tinme basis. And a third allows a site to
respond to nultiple requests of a child, for exanple,
for a subscription or for a contest, as long as the site
gives notice to the parent and an opportunity to opt
out .

There are a nunmber of other exceptions that are
designed to ensure that sites can protect the safety of
children and prevent fraud. And in the course of our

conversation today, | hope people will keep in m nd
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t hese exceptions and address them where applicabl e.

Now, the goal of this first panel, as | said, is
to review the practices that are being used right now,
with the objective of first off finding out what sites
are doing, how that's worked, and nost inportantly, what
we can learn fromexisting experience that will help us
in our efforts to formul ate gui dance for the industry.

There are two panel nenbers who have done
surveys of existing nechanisns, and I'd |like to start
with themand ask themto sort of briefly sumarize the
results of their work.

First, Parry?

M5. AFTAB: Good norning. Thank you, Lee. 1I'd
al so, before | begin, I'd like to thank the FTC, not
only for doing this but for being perhaps the nost
accessi bl e and hel pful agency out of all of the federal
agencies in this governnent. They have worked shoul der
to shoulder with all of the nenbers of the Internet
i ndustry in hel ping us fashion sonething that works and
continuing to help us nake sonething that will work for
both parents and the industry. So, | wanted to thank
you.

|'d also just to formally like to enter ny
comments, marked Verifiable Parental Consent, a Snhapshot

of the Child Industry, Internet Industries Experience,
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into the record formally.
| represent a |lot of menbers of the children's
industry. | also work quite closely with others,

because |'mthe author of A Parent's @Qide to the

Internet and a new book that conmes out in Cctober, as
wel | as runni ng Cyber Angel s and headi ng up UNESCO s new
effort for help for children on the Internet. So, |
know what a | ot of people are doing, because |I'm one of
the first people they conplain to.

The clients and people |I know have used several
means of obtaining verifiable parental consent. They
use snail mail, regular mail, they use fax, and they use
800 nunbers. Wat we have learned is that it is
costly.

There are three types of groups involved on the
Internet with children, nomand pop sites that, you
know, work fromtheir living room md-size conpanies
that, frankly, control a great deal of the children's
mar ket, Headbone, Freezone, KidsCom Bonus, these types
of sites; and then there are the corporate giants,

D sney, AOL and the others.

The ones in the mddle are the ones who are
struggling to provide verifiable parental consent, care
a great deal about it, who are the subject of scrutiny

often by wat chdog groups, and they have found that it's
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costing themroughly between $50, 000 and $60, 000 a year
in hard costs, that nmeans staff costs. There's a
substantial soft cost involved that they have not yet
attributed that would be rent and phones and all of

t hese other type of costs, as well as the cost of

adm ni stration and opportunity costs on different things
that they're doing.

So, it's costing a great deal of nobney, and a
ot of them notwithstanding all the I1PGs that we're
heari ng about, don't have substantial funding. So, it
is sonething they have had to grapple wth.

We have | earned that parents, to the extent they
have 800 nunbers available to them prefer using an 800
nunber. It's the nost i medi ate way of providing
verifiable parental consent, although our experience has
ranged from "H, I'mny father,” to knowi ng that the
only perfect response is one given by a child. Most of
the tinme when the parents call, they |eave sonething
out. Well, we know that if everything' s done quickly,
intime, within the 125 seconds they're allotted, you
knowit's a child who's practiced doing this for a
substantial |ength.

There have been issues about |anguage capacity,
econom ¢ range, people who don't read as well as others

and trying to get those consents in, and as we | ook for
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uni versal access, that's sonething we should be paying
attention to. But it's costing a |ot of noney, and so a
ot of the sites are hoping that there's an electronic
means of doing this, that they won't have to have fax
and letters, 800 nunbers that then have to be inputted
by sonmeone with a two-day |ag often.

Headbone in particular has added a credit card
capability, that there's a $2 or $3 charge, a processing
fee, that you can use, and that gives you i medi ate
connection for your child, but a lot of children are
frustrated by the admnistrative delays and getting this
information inputted. So, that's sonething we need to
address, is the kids' concerns as well as the parents'.

In a parental advocate capacity, |'ve |earned
that the parents are thrilled that sonebody cares if
they're giving consent about what their children are
doing. They are very appreciative, and |I think that
this experience will nove across the table as other
peopl e tal k about what they're doing. They love it.

Do they care that it's offline or online? No.
Wien | talk to parents and when | call parents, they are
as confortable giving online e-nmail consent as they are
in the other forns, and in nmy coments you'll see that
there's a suggestion that a nonprofit that we're form ng

can be a way of substantiating that.
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But it's costing themnoney, it's costing them
time, and it's costing themthe ability to do other
things that they would do, and that's sonething we need
to address, because sone of these sites, the ones in the
m ddl e ground, are the ones that are providing the best
and nost proactive, innovative content for children, and
| don't want to drive them out of business because we're
not being realistic.

So, they want to do the right thing, but their
experience is it's costing thema |lot of noney and in
many cases very difficult to do.

MR. PEELER  Thank you, Parry.

The Center for Media Education recently
conpl eted a snapshot of how all of this fits into a
bi gger picture, and 1'd |ike Kathryn to update us on the
results of their survey.

M5. MONTGOVERY: (Okay, thank you, Lee, and we do
have a press rel ease and other nmaterial that we have
handed out today that's avail abl e.

MR. PEELER  And Kathryn is going to identify
hersel f as Kat hryn Mont gonery, please.

M5. MONTGOMERY: |'m Kat hryn Montgonery, and |'m
president for the Center for Media Education, and we're
very pleased to be here, and I'mgoing to say that it's

heartening to see that we've cone a along way since the
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1996 report that my organi zati on put out docunenting
that there were problenms with data collection and
marketing to children online. |'mpleased with the
direction all of the policy has been going in and to
wor k constructively and expect to continue working
constructively with industry to create rules that wll
be effective.

And | think it's going to be very inportant
right now for us to work very carefully and cautiously
to create a very good framework to gui de the devel opnent
of this new el ectronic conmerce econony that is noving
online. That's going to be very inportant in children's
lives and will have, | think, a very significant
i nfl uence over children.

| comend the Conmmission for all its wonderful
work, and | also want to say that the people who are
here representing industry today are in many ways the
good guys. These are the ones that have cone forward to
share their experiences, to work constructively, to act
responsibly, and | very nmuch appreciate that.

However, one of the reasons we realized there
needed to be a law is that not everybody is responsible,
and the lawis intended to create a |level playing field
and create a safe online environnent for children. So,

let me just briefly share with you some findings that we
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pull ed together in preparation for this workshop.

W did two different anal yses. One was doing a
random survey of children's websites, kids' websites.
The ot her was | ooking at the nost popul ar websites, and
that information, as | said, is available in the
handout, so | won't go into the detail. Let ne just
gi ve you what we found.

It's alittle disheartening, because -- do we
have the slide? | don't know if you can see that. You
may be better off just reading it in the handout.

O the randomsites that we | ooked at, 95
percent of them-- while 95 percent are collecting
personally identifiable information from chil dren,
three-quarters of them-- nearly three-quarters of them
post no privacy policy at all, and |l ess than 6 percent
make any attenpt to notify or get perm ssion fromthe
parents. And of those, just about 3 percent do it in a
way that is truly verifiable.

You woul d expect, of course, that the popul ar
and nore prom nent sites would have a better track
record, and they do; however, I'mstill concerned about
what we found there. While 88 percent of the popul ar
sites collect personal information fromchildren, around
a quarter still don't post any privacy policies, and

| ess than 26 percent that are collecting information
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make any attenpt to get perm ssion, and of those only
about 13 percent verifiable nethods.

| just want to underscore, there's a |lot of work
to be done here, and I think it's going to be very
inportant for us to have neaningful, effective policies
that will truly enable parents to be involved with the
process, allowing their children to go online and
provi de personal information. So, | look forward to
wor ki ng with everybody today.

MR. PEELER  Thank you, Kathryn.

One of the things -- first thing we want to do
as a panel is just try to put together a list of what
types of authorizations are currently being used, and we
have a nunber of conpanies with us today who are
pursuing different strategies to get authorization, and
|"d like to just briefly get those conpanies to give us
an idea of what they're doing to obtain consent. And
then we -- after getting that |list put together, let's
try to nove to a discussion of the costs and benefits of
t hose mechani sns.

Jorian, KidsComis using print and fax?

MS. CLARKE: Yes.

MR. PEELER Can you describe what you're
doi ng?

M5. CLARKE: Yes, yes, and again, |I'd like to
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echo, thank you very nuch for inviting us. W find
t hese foruns very helpful in getting new ideas and
expl ori ng new net hods.

We currently, unlike what Parry had nentioned,
we have used fax and snail mail. W have not gone in
the direction of phone right now, but it will be
interesting to hear nore about it. W have |learned -- |
know you said you didn't want to go into details with
this -- we have learned that it costs about $2.81 per
child to do the processing required in collecting fax
and snail mail.

We al so have found nost inportant for us has
been a new area that we have been going in since '97
where we have been trying to get parental involvenent by
getting parents nore involved, and we call it sinply a
devel opment of using natural inclinations to pull
parents in the site.

For exanple, in research we've done in both
focus groups and online surveys, as well as all of you
who have children will verify, that there is a watch-ne
phenonena that conmes with a child under the age of 12.
They very nmuch want their parent to see what new
di scovery that they've done, what new skill that they
have built.

Al'so, the inportant thing with children is the
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whi ne factor. "Mom nom nom can | have this?" So,
part of what we've done is utilized our content both in
our kids site and we're also the only children's site
out that has an active parents site, too, and that's
Par ent st al k. com where we involve parents in content
that's appropriate for themas well as having their
children pull themonto the kids site, where we've
provi ded content that hel ps them understand what their
chil dren are doi ng.

And that goes fromas far as sinply saying
t hroughout the site, in areas, to have the kids
chal l enge their parents to a gane or print this out and
show your nom what you have done or share these facts
W th your parents or be sure to share these great
stories, et cetera. And that we found very effective in
hel pi ng parents becone nore aware of what their kids are
doi ng onli ne.

Then when we have the parents' attention, we
al so take theminto areas on our parents site where we
teach themtechnology tips, we call it Tips for the
Technol ogi cally Chall enged, so that they have a better
understanding of what it is possible to do online so
that they're able to increase their skills in this
medi um

We al so have provided experts on the site which
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gi ve them gui dance and counsel on information on
parenting and information on parenting in this new
generation of Internet. W found this very hel pful.

Now, in our go-forward plan, we're al so doing
additional research with parents to get fromthem
directly what are issues inportant to them and while it
may be hard for all of us to face, in our experience in
the last four and a half years of working with parents
and with kids, we have |earned that not all parents read
or wite English, not all parents have a credit card,
and, of course, not all parents understand the power of
t echnol ogy and what they can do in helping their
chil dren make deci sions.

And | think it's inportant for the Conm ssion to
be | ooking at these nontraditional famlies in hel ping
to decide how can we nake sure that the Internet doesn't
begin to fall into a "have and have not" category and we
make it difficult for the have-nots to be able to reach
this powerful information, whether they are doing it
t hrough schools or doing it through public institutions,
like libraries.

MR. PEELER  Thank you, Jorian, and just to
reiterate, your basic business nodel is a print and send
aut horization, the child prints it out and sends it in

to you; and also a fax authorization, the child prints
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it out and the parents fax it to you.

MS. CLARKE: Correct, correct.

MR. PEELER  Ckay.

Rebecca Randal |l for MaMaMedi a.

MS. RANDALL: We are known for turning things on
its head. | guess what woul d be nost hel pful is to
characterize the nature of our content, because it's a
little bit different, and | think sonetines that can
illumnate how we need to think about the framework that
Kat hryn was describing in a different way.

So, one of the things I would submt is that we
broaden our traditional understanding of the word "data"
and "data collection,” because if you think about the
world in which kids are now growi ng up, data can be a
report card that a teacher collects and sends to a
parent; data can be a story the child wites. So, often
ti mes, because of the associations we have with those
words, we -- we kind of narrow our thinking. So, |'m
proposi ng that we broaden our thinking a little bit.

The nature of MaMaMedi a's content -- we're an
educational website serving kids 12 and under, parents
and teachers -- is really sonething that we cal
proj ect - based, which neans that it's about kids naking,
desi gning and buil ding things over tine. So, it's not

about a one-tine visit, and it's therefore about tools
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and activities that help kids learn how to make their
own nedi a and through that process to learn howto
| earn.

In fact, as a child signs onto MaMaMedi a, the
reason they do that is so they can save the work on the
server, cone back another tinme, cone back to their
project exactly the way it was left. They can also --
and to the direct question of how are we currently
getting verifiable parental consent, it's primarily
through e-mail or in the case of when kids are
submtting artwork to us for possibly posting
anonynously in our galleries, then a parent perm ssion
is required, because, of course, that's intellectual
property, but for kids to save their projects, they need
to sign in.

What we automatically do when a child signs in
-- and this is one of the surprises, | would say, for
me personally, and it echos sonething we have heard
already -- is we get a |lot of thank yous from parents
who are sinply thrilled and voluntary e-mails from
parents saying, "Thank you so much. M daughter is 4,
and she's so excited. She's smart and | oves to play
ganes. In this case, | appreciate your advising
parents; however, she's sitting on ny lap, and |'m

pressing the buttons with her."
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Now, we all know that's an ideal situation in
which the parent is sitting right with the child in that
monment during a | earning experience, but one of the
t hings that we thought could be helpful in this
wor kshop -- and we can talk about it later as it's nore
relevant to solutions -- is to think about a | earning
unit that's not only a parent and a child together at
the sane tine.

Specifically, one of the things we want to nmake
sure we don't overlook is that dynamc of a teacher in a
cl assroom and the learning unit of a teacher in a
cl assroom or a canp counsel or and canpers and the idea
that we think is so inportant that sinply because the
parent isn't there at that nonent, that we shoul d nmake
sure that a teacher is enpowered to hel p enpower a
parent or a child. So, that's the area that we think is
i nportant not to overlook, and |I guess it would fal
under the area of exploring an exception, that we should
make sure we've carefully thought through

MR. PEELER  So, Rebecca, your basic nodel for
getting parental consent right nowis an e-mail.

MS. RANDALL: Correct.

MR. PEELER  So, you e-numil back to the parent
and ask the parent to consent?

M5. RANDALL: The first thing that we do is we
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e-mai |l them back automatically when a child signs in --
and, of course, they ask for a parent e-mail, that's
required -- so we e-mail that parent address and say,
"Quess what?" W notify themthat their child has
registered to MaMaMedia, and we tell thema little bit
about ourselves, our privacy policy. W basically bring
theminto the | oop, which, of course, dovetails with our
m ssi on anyway to involve parents and help themdrive
the activity with their kids.

MR. PEELER  Now, for artwork you follow a
di fferent approach or you use e-mail to get perm ssion
for artwork?

M5. RANDALL: We actually have them send snai
mai |, al so, perm ssion.

M5. MONTGOMERY: Lee, am| allowed to ask a
guestion? My |?

MR PEELER  Yes.

M5. MONTGOMERY: Wien you use e-mail to notify
the parent, is it an opt-out systemessentially?

MS. RANDALL: Yes.

M5. MONTGOVERY: Actually | knowit is, because
| just registered.

So, you don't wait to hear back fromthe
parent --

M5. RANDALL: Did you get your parent e-mail?
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M5. MONTGOMERY: | did get it, but you don't
wait for the parent to reply, and that is the
aut hori zation, you sinply notify the parent?

M5. RANDALL: Currently, correct.

M5. MONTGOMERY:  Okay.

MR. PEELER  Ckay.

Next let's turn to Kris Bagwell of MIV Network
onl i ne.

MR. BAGWELL: Thank you, Lee, we appreciate
being here today. | amKris Bagwell with MI'V Network,
which is the parent of N ckel odeon, and as you know,
we're owned by Viacom W, again, appreciate the
opportunity. W think the FTC has taken a very
f orwar d-| ooki ng approach to this and really appreciate
t he opportunity for input.

As you know, | nean, Nickelodeon is -- we have a
nunber of sites in the kids arena. Qur nothership site
is nick.com which appeals to kids 6 to 14, primarily
entertai nment based but beginning to branch out into a
nunber of other areas, as well.

We also offer a nickjr.com including a parents
area on Nick Jr., and a site called teachers. nick.com
in coordination with our teachers in the classroom
efforts, as well.

We al so announced in February that we wll be
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| aunching a newinitiative called Project Nozzle this
fall, which will involve kind of a broadening of the
scope of the kids offering, including content and
entertai nment and across a nunber of other areas, as
well, in conjunction with sone partners.

Qur -- 1 think our -- | think the main thing
t hat our experience has told us today is, you know, we
do a trenendous amount of research. W probably do nore
kid research than any conmpany in the country, and as
part of that we al so do parent research. W do a
tremendous anount of parent research, as well.

And as we've discussed this issue with parents
about the nethods of parental consent recently, sone
very interesting things have cone out. Let ne just back
up and tell you, today on the site what we're doing, to
answer your question, Lee, we have essentially backed up
a bit as we're building out our new products and today
on the sites are not doing online contest entry as we
used to do. We are now doing offline contest entry kind
of in the interimhere while we determ ne what the best
way to do this is going to be going forward.

We're currently not operating any chat, e-nmai
or nmessagi ng on our websites. W do this all in
conjunction with America Online, a big partner of ours,

as well. But in our research with parents, it was very
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interesting and I think at the very begi nni ng sonewhat
surprising to sone of us, but the main thing that's cone
out with parents is that while they're incredibly
concerned about the safety of their kids online, as you
woul d expect, they're also interested -- they're very
interested that their kids have an entertaining and
fulfilling experience.

If you |l ook at the ratings of where kids go
online, the overall ratings of sites for kids online,
it's alnost identical to where adults go. So, one thing
that's going on in general is that kids are going to
general interest sites, the Yahoos and Wat her Channels
and CNNs and everywhere al so, and while those, the ones
|"ve nmentioned, are fine, the concern | think we all
face here are how do we create conpelling kid content
for kids to cone to that's really nmade for their needs
and specialized for thenf

And | think the biggest danger we face is if we
don't -- if we scare themaway fromour sites, obviously
we W ll be sending themout to kind of a world where
nost things are fine but sone things are not.

In our research with parents it was interesting,
because the fathers and the nothers differed quite
mar kedly. The fathers were nuch nore confortable with a

credit card being a method for their kids to use, but
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the -- and the nothers were nuch nore concerned about
that, but the concern was that if we were using credit
card as one of the nethods for obtaining consent, we
weren't charging anything for anything, it just -- it
made them very unconfortabl e, because at that point, |
mean, we have a brand that they trust, but even with us,
they were concerned, "Wiy are you asking for ny credit
card nunber if you are not going to use it? Does that
mean you are going to use it down the road? Does that
mean ny daughter is going to be able to use it wthout
my consent, you know, two nonths from now when she wants
to buy sonmething on a site that's connected to yours?"

And so there's sonething kind of unnatural to
parents about that. So, | think that while -- while,
you know, there's sone benefits to that, there's sone
real concerns with credit cards in general on the
parents' part. So, you know, it's our position that we
need to have a nunber of nethods of obtaining consent,
and | think in particular it appeals to this notion of a
sliding scale, as we've discussed in our filing, about
it really depends on what you're doing on the site on
the I evel of consent that you really need to have.

| f you' re doing things that are very
non-realtinme that can be nonitored in advance, in

essence like bulletin boards and things |ike that, you
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know, sonmething |like an e-mail consent we think is
appropriate, because you're able to get a |l evel of
parental consent that you're able to have a certain
anount of trust is a parent, and then you're also
nmonitoring what's going on there, as well.

When you get into sone of the nore realtine
applications, we think that the hurdle -- we think that
that should be a little bit higher and that there should
be, you know, kind of a higher bar there for those kinds
of things, as well.

| think that one of the other experiences that

we have had, as well, is that when we did -- Rebecca
mentioned this, as well -- but when we did an opt-out,
we started it in the spring of this year -- fall of |ast

year, actually, around our Rug Rats novie contest, when
the novie cane out in Novenber, several nonths in
advance, we were flooded with hundreds of e-mails from
parents saying, W appreciate you just letting nme know
what ny kids are doing online and that they're entering
a contest or whatever.

So, | think there's a lot of good will out there
around letting parents know, and in particular | think
that one of the things that we also heard in our
research that really got our intention was that when

folks are in this nmedium when they're sitting at a --
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with their kids at a conputer, the sense of imedi acy
and the sense of if | can like give the consent now and
we can continue this experience, if we can kind of
engage in this together, we have got -- you know, we
have only got so many of these nonments wth our kids at
the PC, that was inportant to them to be able to give
t hat consent.

They felt like their e-mail was generally pretty
secure, that their kids didn't have passwords to their
e-mail, and that they wanted to do that right then. |If
you | ose that nonment, what we're concerned about is that
you' re kind of just halting a process that, you know,
normally is a pretty fluid process for them as well.

MR. PEELER  So, Kris, in ternms of what you're
doing right now, are you using e-mail?

MR. BAGWELL: W are not today -- on the sites
today -- now, you know we've announced a | ot of things
that we're imm nently about to |launch, but today we are
not collecting and identifying information from kids
today for either online contest entry or for online
applications, |ike chat and e-mail, instant nessagi ng.

We have kind of pulled back on that today, and
in our new offerings you will see us do a nunber of
t hi ngs, you know, enploying various nethods of consent.

We haven't -- unfortunately, we haven't announced all of
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those things that we will be doing, but today we're in a
pretty conservative position.

MR. PEELER  Ckay, and you have been using
offline notifications for contests and publications?

MR. BAGWELL: Yeah, we have -- you know, kids
can submt -- for instance, kids can submt -- we have a
section called Comments Cone to Life where kids can
submt drawi ngs and we animate them for them and put
themup on the site, but it's an offline -- the consent
we receive is offline, and we had -- you know, we were
doi ng online contests before with online entry. That's
when we started the opt-out, late |ast year, but now
we' ve pulled back and we're just doing offline entry on
contests today.

MR. PEELER. Ckay.

Anot her nodel is represented by AOL, and
Caroline Curtin fromAOL can tell us about that.

M5. CURTIN: Thanks. Thanks, Lee. | want to
reiterate what each of the other panelists have said
thus far, which is to really commend the Comm ssion for
all of their efforts in the area of children's online
privacy and safety and to say how delighted | amto be
back at the FTC

MR. PEELER We're glad to have you back

M5. CURTIN: Thank you.
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| think that the nost helpful thing for nme to
describe is really how we go about obtaining verifiable
parental consent through our subscription-based nodel
and basically what we do is when a parent signs up with
the service or creates a screen nane for his or her
child, we get up-front consent.

Basically fromthe tinme a nmenber signs up with
the service, we are enforcing parental controls,
strongly encouraging parents to use parental controls,
especially for children 12 and under. And in order to
set up any kind of a screen nane on the service, you
really are stepped through the parental controls
process. So, it's virtually inpossible not to be
exposed to parental controls.

When a parent goes to set up a subaccount screen
name for a child, they're provided with an inportant
note to parents, and in this note to parents we explain
and reiterate that a screen nanme is an e-nmail address,
that it's online identifying information, and we expl ain
how it can be used, that it can be used to communicate
with others online, that it can be seen in chat and
message boards, it can be used for instant nessagi ng,
and we expl ain what each of those features are so that
parents can really have a worki ng under st andi ng,

especially if they're newto the nmedium of what they're
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consenting to.

And really the easiest and the nost efficient
way for us as a subscription-based service to obtain
verifiable parental consent is to do so through the
information that parents provide when they sign up with
the service, specifically providing a credit card, and
at the sane tine we are obtaining consent for our
partners who are obligated to follow very stringent
ki ds' policies when they sign up with us.

And one thing that we would |ike to seek
clarification on fromthe Comm ssion and hopeful |y
confirmation of is that when we do provide notice and
obtain consent for our partners up front, that, you
know, that if there were a bad actor, heaven forbid,
that AOL would not be held liable for that, that the FTC
woul d really go after the bad actor, because we think
that we're providing a service for our partners and
think it's -- it cuts down on our partners' costs, it's
better for consuners, it's a fast, easy -- easily
di gestible way to provide consent, and we want to be
able to continue to do that but at the sane tinme not
expose ourselves if there is a bad actor.

MR. PEELER  Thank you, Caroline.

Paul a Bruening is here from TRUSTe. Paula, how

do these nechani sns that we've discussed so far fit into

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



38

t he TRUSTe nodel ?

M5. BRUENI NG Thank you very nuch for having us
t oday.

TRUSTe conmes at the issue of children's privacy
through its general trust privacy seal programin which
it attenpts to provide trust on the Internet by hel ping
conpanies craft their privacy policies and statenents,
maki ng sure conpani es do what they say that they're
doi ng through nonitoring and through a dispute
resol uti on mechani sm

It cane to the children's privacy seal program
as a sort of separate and distinct seal fromthe general
seal that it provides to industry, and it hel ps
conpani es conply with the devel oping policy in
children's privacy, and it hel ps conpanies that are
directed towards children to address the issues that are
specific to children.

Verifiable parental consent is an inportant
pi ece of the online children's privacy seal, and TRUSTe
consi ders four nethods of parental consent to be
acceptable for seal holders. One of themis to downl oad
a permssion formand submt it back to the conpany via
fax or e-mail. The second is use of a credit card. The
third is use of a 1-800 nunber where a parent would di al

into a 1-800 nunber, get a password or a code, and then
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allow the parent to go online to provide the consent
online with that password. And finally, you know, what
we're looking toward is e-mail with sone kind of digita
si gnat ure nmechani sm

We don't believe that strictly e-mail response
froma parent is enough, and we really don't think
that's going to be a really spoof-proof way of doing
this until there is sone kind of digital signhature
mechani smthat can be used along with it.

Now, anong these different nethods, we do
realize that they all have limtations, that none of
them are fool proof, and we realize that conpanies are
really in a position where all they can do is use the
best nethod in keeping with the kind of information
they're collecting, what their business is and what they
t hi nk can best serve the needs of their users and the
needs of their conpanies.

Thank you.

MR. PEELER  Thank you, Paul a.

Cassi dy Sehgal - Kol bet is here representing both
CARU and bbb. onl i ne.

M5. SEHGAL- KOLBET: That's right.

MR. PEELER. \What are the bbb.online standards
for verifiable parental consent?

MS. SEHGAL- KOLBET: | actually would feel nore

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



40

confortable sticking -- tal king about CARU, because |I'm
actually on staff at CARU. |'m nore than happy
afterwards to discuss fully the bbb.online since they
have adopted CARU s standards, but | think it would be
nmore hel pful to tal k about CARU since at this tinme we
have about 150 sites that we work with to keep themin
conpliance with our guidelines, and | think that that
experience nmay be really hel pful.

In 1997 -- before | tal k about the nethods of
verifiable parental consent that we have worked with
sites to develop, | think it mght be helpful to talk
about sone of the experiences of the bulk of our sites
which fall into the third exception that you' ve
di scussed there, and | think it's a really inportant
exception, and for exanple, it enconpasses sone of the
| eaders in the kids industry, including MaMaMedia -- the
MaMaMedi a site and sone of the other really hot sites
today, like the Children's Tel evision Wrkshop to
Mattel's Barbie to Mattel's Hot Wieels to a nunber of
the other top 100 sites online.

What ' s happeni ng -- what our experience has been
isin dealing with the group of about 150 sites, | would
say the majority, close to 75 percent or nore of those
sites, are -- have adopted the e-mail consent nechani sm

which is only applicable where a site is -- where a site
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is providing a service such as an e-mail newsletter or a
cont est .

It's not applicable where we're tal king about
chat or bulletin boards or highly interactive web
community features where a child can post personally
identifiable informati on about hinself or be contacted
by a third party directly. So, in the case of the bulk
of the sites that we've worked with, what's really
exciting is that we've seen that the sites have nmade a
commtnent to i medi ately sending parents notice when a
child subscribes for a newsletter or a contest.

And instead of -- you know, in the case of
contests, what we're seeing is that instead of directly
contacting the child to get offline information or to
gather information fromchildren, what they' re now doing
is they're immedi ately contacting the parent and aski ng
the parent whether it's okay that the child participate
and then contacting the parent in the event that the
child wins or in the event that they need to get offline
contact information.

So, | think that that's a tremendous -- | think
that that's a really significant change that we have
noti ced over the course of the |ast two years since
i npl ementing our guidelines, and | think it's been

really exciting, because we've seen sort of a snowbal

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



42

ef fect, where people are really instituting privacy
policies that are clear and easy for kids to

understand. They're posting themin places where --
wherever they're asking kids for either e-mail or online
contact information.

Wth regard to -- with regard to verifiable
parental consent, that's a much smaller group of sites
that we've worked with, particularly because | don't
think there are a lot of actors out there right now who
are -- who have created child-directed sites that
provide realtinme chat, bulletin boards and pen pal
features, and the sites -- and sonme of the sites that
we' ve worked with have al ready been nentioned here.

| know that Parry tal ked about sonme of them and
t hey i ncl ude Headbone, Freezone, CyberKids and Kids.com
and in the case of those sites, we have had -- each of
the sites has inplenented a downl oadabl e parental
consent formwhich can be mailed in. Some of the sites,
including, | think, Freezone and Cyberkids offer a
fax-in capability, and | believe that -- actually, none
of the sites that I'mgoing to tal k about have
instituted verifiable -- have instituted verifiable
parental consent using credit cards.

Cenerally the sites -- generally we've

di scouraged -- both bbb.online and CARU have di scouraged
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the use of credit card where the site is not a
subscri pti on-based service, where there are added ri sks,
and | know that parents have a | ot of concern about
inputting credit card information where they are not
maki ng a transaction, and also there are many parents
out there who don't have credit cards.

So, what our sites -- what -- in ny
conversations with fol ks from Cyberki ds and Freezone,
what | was hearing is that initially they had a hard
time setting up the downl oadable fornms and there was a
| ot of confusion about what needed to be in the
downl oadable forns but that it's actually becone a very
stream i ned process.

In fact, Cyberkids told ne that now, the process
of inputting verifiable parental consent has becone a
weekly task that they do and that it's -- that they have
found it really beneficial, because they actually have a
human being that screens the registrations. So, unlike,
you know, an e-mail consent, it's easier for themto
tell if it's a kidthat's filled out the formor if it's
actually a parent.

And ny experience in talking to the fol ks at
Freezone sort of reiterates the fact that they feel that
t hey have had better experience in terns of getting

nonfal sified parental consent sinply because kids under
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12 are -- | nean, they feel that they can spot the forns
nore easily and that the kids are nore likely to go to a
parent when -- when they do have the downl oadabl e form

| guess -- | guess one thing that | did want to
raise is that, you know, that these actors have really
stayed the course in the face of sonme pretty high costs,
you know, in ternms of adding staff, and it is truly
commendabl e, but that we also think -- you know, we at
CARU, in working with these sites and sone ot her sites,
sonme bigger sites, feel that it's really inportant where
you're giving children the opportunity to post
i nformati on about thenselves that the costs of
verifiable parental consent be considered as a cost of
doi ng business wth kids under 12, and that's why we
will remain steadfast to the idea that verifiable
parental consent cannot be at this tine obtained via
onl i ne mechani sms.

On the other hand, we al so want to nmake sure
that we conmend the sites that are doing the appropriate
direct parental notification via e-mail where children
are not given the opportunity to post about thensel ves
and instead are participating in an e-mail, newsletter
or contest.

MR. PEELER  Thank you, Cassi dy.

Now, we have a list right now of print and send,
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fax, e-mail to the parent's address w thout a
confirmati on, that would be an opt-out, a
subscri pti on-based naster account, toll-free nunbers to
call, a credit card authorization, an e-mail with a
digital signature, and an e-mail -- that's a | ong one.

M5. BERNSTEIN:. Go ahead, Toby.

M5. LEVIN. E-mail where consent to online
newsl etter subscription or a contest, also used to
contact parent for offline address.

MR. PEELER Is that a conplete list of what is
currently out there?

Jeff, do you have anything that you would add to
that list?

MR. RICHARDS: Jeff Richards, Internet
Al li ance.

| think this list that is being built represents
a good cross-section of what's going on. W had little
time to survey our nenbers and are still gathering
information. Let ne just say that this is the stuff of
serious research. | guess | would say that not only
because the nechanisns are inportant but what really
counts -- what we're tal king about here is sustained
behavi or change, the behavi or change that notivates
parents to be involved with their children's web

experience, that notivates children to have the right
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i ncentives.

We tal ked about sonme outcones that we woul dn't
i ke to see happen, for instance, driving kids from kids
sites to general sites because we inadvertently raise
barriers too high. So, for us at the Internet Alliance,
and we join in the Federal Trade Comm ssion and many
others in this, for us our mssion has |ong been
bui | di ng consunmer confidence and trust so that -- of
course, it's a market-based equation, too -- the
I nt ernet becones the | eadi ng nass market gl obal nmedi um
of the next century.

So, sone of the principles are pretty serious
and pretty sinple, |I think, continues to |ook at --
continue to | ook at incentives, and as rules are
adopted, to continue to look at their effect in the
mar ket pl ace and for all of us to seek out continuing
behavi or change and to test that.

W also, by the way, | think need to -- let ne
stray for a second and ask that we al so contact and are
in touch with the | aw enforcement community, because
"1l note tangentially that many of these sane issues
and nechani sns are stuff of daily discussion at DQJ, at
Treasury and el sewhere, and we could be building only to
tear down again shortly, and we don't want to do that.

The FTC absolutely should go after bad actors,
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and it sends the unanbiguous signal, and if it separates

those at the table frombad actors, so be it, but as

t hat happens -- | think we'll hear about a | ot of
i nnovations today. Those need to be -- have the tine --
and |I'mnot advocating any kind of delay. [|I'msinply

saying that they need to be tested in the marketpl ace,
and this is very inportant, because we tal k about
technol ogy sonetines in the abstract, and |I'm al ways

t hi nki ng of people actually using them

The standard in the marketplace, you know, in a
sense is Apples and Mcrosofts, you know, Plug & Play
M crosoft calls it, and that's the concept, and if the
technologies are -- don't exceed even that barrier of --
that standard of usability, then | think we are -- we
are actually prescribing solutions that are going to
have a rebound effect.

So, we're tal king about ready to use,
affordabl e, highly reliable as determ nants, because we
think parents will, in fact, flock to effective, usabl e,
econom ¢ solutions, and what we need are |ots of choices
and ways to test those out. After all, we're talking
about parents and chil dren maki ng behavi or change as
much as anybody.

So, we need to devel op those reliable, efficient

solutions. W need to seek prosecution of the dangerous
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bad actors in the realmof children's marketing. W
want to make sure that the rules and regul ati ons don't
pick winners and |losers at this particular point in
tinme; that would be inappropriate. And ultimtely, we
need to focus then on how we're going to neasure our
success here.

At the Internet Alliance, we're going to, anong
other things, figure out the right kind of survey,
continue the questions that we've already asked, and we
think that dialogue with I aw enforcenment is very
inportant, and we will use that channel, as well, in our
devel opi ng education progranms with | aw enforcenent
around parental consent issues.

MR PEELER. G eat.

Well, | think that's a good transition to the
second part of the discussion we want to have on this
panel, which is to | ook at these different types of
mechani snms and tal k about what we've learned in their
i npl enent ati on, about how they work, what their costs
are and what their benefits are.

So, | think I'd like to go back to Parry and ask
her if she could start that discussion. | think you
addressed sone of that in the paper that you submtted,
but again, the idea, having gotten the list of what

we're doing, is to focus on what the limtations and
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what the benefits are here.

M5. AFTAB: Thank you.

| also just wanted to coment, Lee, on the
international situation. You had asked ne what's
happening internationally. As you know, |'ve been
selected to run UNESCO s Programon Children on the
Internet in the United States. Children in the United
States are online nore than they are anypl ace el se.
About 17 mllion children today in the United States are
using the Internet, and very few of them are using them
internationally because of the high cost of using the
Internet. W have to pay for |ocal access tel ephone
calls. So, there is no yet parental consent on a
Eur opean basis for collection of data from children,
even though data collection, period, is different.

Now, when we had talked -- and | know Cassi dy
had nentioned a little bit about sonme of ny clients and
sonme of the things we're doing, and | want to be
speci fic about sone of the benefits. | think that
Headbone is a very good exanple for us to track, because
Headbone uses four different kinds of offline parental
consent. They collect credit cards, get credit card
consent. You can do snail mail. You can do fax, and
you can do 800 nunbers.

Qut of every 350 800 tel ephone calls they
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receive fromparents giving consent, they receive

bet ween 50 and a hundred fax responses and 25 to 50
snail mail responses and 10 credit card responses. So,
it's quite clear if parents are given the choice, they
woul d |Ii ke the 800 nunber. They have been doing this,
usi ng 800 nunbers to get verifiable parental consent,
for about the last nine or ten nonths, and their
experience has ranged from "GCh, ny God, Parry, why did
you get me into this?" to, "Hey, this is working." And
l|"mnot quite sure where it is any week.

And as | nentioned before, sone of the tinmes the
phone calls that cone in are, you know, "Hi, this is ny
father, and it's okay to do it whatever you want to do
with me," and sonetines people just call and sing. So,
it has been very trying when you' re dealing with
children 12 and under, you know that they do whatever
they can to push the envel ope.

And parents wll call and try to give the
rel evant information, and they forget what they're
supposed to do or they will guess at what the child's
| og-in nanme should be without realizing that sonebody
has to find out if sonebody el se has already used it.
So, they get on saying, "Okay, yeah, ny kid's log-in
name will be purple,” and sonebody has to contact them

and say, "Well, purple's already taken." So, it's been
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very time-consum ng

They have | earned that by creating a speci al
section on the site that's a parental control center
that teaches parents about what they're doing and why
they're doing it, that it has cut down substantially on
m st akes, and the -- and they were receiving sort of 15
percent error on the toll-free nunber before, and now
they're down to about 5, because they put this in, and
the first thing they say is grab a pen and pencil when
they start talking to themon the phone, and it's an
answering machi ne basically.

MR. PEELER  Parry, it's a -- the toll-free
nunber is an automated toll-free nunber. It's not a
person on the other end.

M5. AFTAB: No person on the phone. They
actual ly use answering technol ogy, and those nunbers --
that information is swept every day or every two days by
a real live person who you couldn't pay me enough noney
to do this job, and she is just really terrific and has
a wonderful sense of hunor and sonetinmes actually
records the songs that the children send to her, and
she's learned a lot, and their learning curve is very
inportant, | think, to the rest of the industry if they
are going to inplenment the 800 nunbers, and Headbone is

ki nd enough to agree to work with the other sites that
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want to do that.

MR. MEDINE: Could you just briefly explain how
t he person who does the sweeping or eval uating
di stingui shes whether it's a parent or a child?

M5. AFTAB: Well, it's hard. | mean, there are
four different ways that the phone calls cone in.

Nunber one, "Hi, I'mny father,"” which is an obvious

gi ve-away. The other is, "H, I'mthe father of," and
al t hough sonetinmes you may have a father who actually
tal ks that way or a nother who actually tal ks that way
-- that's another comment -- you can kind of tell. And
when the answers are too perfect and too staged and too
practiced, that's a key to themthat it's a kid, because
the parents just aren't that good.

So, when there's sonme mnor errors or there's
sone stamering and it sounds |like an adult voice that
hasn't been | owered several octaves, they assune it's a
parent, but they have gotten pretty good at it, but it's
t he experience, and this is all she does.

MR. MEDI NE: And what happens if they determ ne
fromtheir expertise that it is a child and not a
parent, what steps do you follow?

M5. AFTAB: Well, in Headbone, your registration
doesn't becone apparent until the parental consent is

received, so that the kid wants to sign up, and parents
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have to do either offline consent, snail mail, fax or
credit card, or this phone thing. So, you're not a
menber until this happens. So that if there's a
failure, you can reach out to the kid and say, "N ce
try," or the consent just doesn't cone in and the kids
conme back saying, "What happened?"

And kids -- once you're dealing with 13 and
1l4-year-olds, you're really in trouble. So, I'mvery
happy that we're going to cut it off at 12. At |east at
12 they are not quite as good at breaking the rules as
they are when they're 13 and 14 with the, you know, "I
live for the fact that | have to break this rule." So,
when they're 12, they are kind of in that realm but 10
and 1ll-year-olds kind of sonetines, once in a while,
follow the rules.

They found that snail mail letters sonetines are
witten in childish handwiting, and Jorian | think wll
be able to add that sonetinmes that's because the parents
wite in a childish way or you're dealing with a parent
who doesn't wite in English or is not terribly well
witten. And calling to confirmthat this | ooks like a
child wote it can be very insulting to a parent who
doesn't have the sanme education |evel as sone of the
peopl e that you're dealing with, so you have to be

cauti ous there.
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But they found that the kids are getting pretty
-- kids understand that they're not going to be able to
get by this terribly long, and I think that that can be
very helpful. And one of the things that sone of the
sites are doing is in collecting the parents' e-mail, as
well. Even though you're getting this offline consent,
if the kid got through the first tinme, often -- repeated
notices go out, sonetinmes the parents are actually going
to get that notice.

| renmenber when ny son was in high school and
they called nme in because they said that there was a
note that appeared to be forged, and I walked in and |
said, "No, | wote that, but it doesn't match all these
others,” and | pulled these letters out of a drawer that
| had never seen. So, | think -- | think that what we
need to do is recognize if we're parents or teachers or
if we work with anybody who is that kids are going to
get past any verifiable neans of adult consent that
exists, whether it's a digital signature that sonebody's
going to share with sonebody el se, | nean, what we need
to do is be reasonable and be sure that the sites can
create sonething that nmakes sure that the parents get
notice without their closing off entry, but they --
t hese sites --

MR. PEELER  And Parry, you said that these are
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relatively expensive for your clients?

M5. AFTAB: They are very expensive. | nean,
when you' re tal ki ng about $50, 000 or $60, 000 to Headbone
or to Bonus or to Freezone -- even though it's owned by
Thonmpson, it's self-funded -- that's a | ot of noney, and
that's noney that they could have spent on hiring one
and a half producers or editors on new content. That's
nmoney they could be spending marketing to -- offline
mar keting to get nore kids involved, putting into all
ki nds of prizes and other things.

And so it's -- when they do this, it's not --
they are not the ACLs and Di sneys of the world. Wen
they have to spend this noney, it neans they are not
spending it sonepl ace el se.

MR. PEELER  But presumably it's working for
t henf

M5. AFTAB: Well, it's working -- they are doing
it because they have to do it. Safety is sonething
that's very inportant to these sites in particular,
very, very inportant, and it's enbedded in everything
that they do. They would not be doing verifiable
offline consent if you didn't say they had to, so that
what they would do, they would be confortable with an
e-mail consent, they are confortable with other things,

and one thing I'd like to make -- | know that people at
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this panel believe that, but I want the industry and the
press, especially, to understand that there isn't a
dividing |ine between watchdogs who want to keep the

pl ace safe and children's content providers who are

t hese nean, horrible pirates.

Kids -- in the kids industry, nost of them
aren't making a | ot of noney, notw thstanding | PGs, and
they really truly care, and a lot of themreally want to
make sure the kids are safe, and | hope Kathryn
recogni zes this, and | was just wanting to reiterate
that we are all on the same side. W are all on the
side of children and their parents.

But | think that they found that parents |ove it
when you do this, and a lot of the sites, Freezone and
Headbone, have sonme of the safest chats on the
Internet. So, in their case, they have to do sone type
of offline consent given the fact that the kids are
chatting in realtime, and that's where sone of the
hi gher risks are online.

MR. PEELER  Ckay, | want to go to Kris and ask

himif that nodel works for Nickel odeon and then go to

Kat hryn.

MR. BAGWELL: Yeah, | think that in our --
again, in our research with parents, | nean, it -- it
makes sense to us that there is a real divide -- you
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know, | think it would be a mstake to draw a curtain
across kind of everything that a kid site does and say
that you have to have this kind of consent for
everything that a kid site does.

You know, in our case, we have got our entire
brand in a gigantic business riding on kind of doing
this right and getting it right, and so sonetines |
think that's led to us being a little nore conservati ve,
per haps, than we could have been to this point.

| think that it -- when you're dealing with
applications with kids that are not realtinme, kind of in
the ability of a kid to kind of reveal unintentionally
often identifying information about hinself and you're
monitoring these things in advance, you know, be it
bull etin boards or contests or whatever, then | think it
makes sense to nmake that a very fluid experience for the
parents to be able to give consent kind of with e-mail
you know, on the spot, because if you | ook at -- and
again, | think a lot of this is about what a site's
busi ness practices are and what it does on a daily basis
to make sure that kids are in a safe environnent.

| nmean, often what's going on behind the scenes
in ternms of how things are done and how often they | ook
at it and how they're screened is going to really be the

nut of the issue as opposed to, you know, kind of the
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curtain drawn up front, you know, so that makes a | ot of
sense to us.

| think that -- | nean, | think again, just to
go back on our comment on the question about parents and
credit cards, overall | think that for a site |like ours,
we approach 3 mllion unique visitors a nonth. Any kind
of paper nethod of receiving faxes and snail mail and

everything else gets to be nore than a bit overwhel m ng

and, you know, even though we are -- again, even though
we are a | arge conpany, | nmean, we are running an online
operation as an -- again, as an operation that really

needs to pay for itself.

MR. PEELER  And Kris, what about the toll-free
nunber ?

MR. BAGWELL: The toll-free nunber, | think
that, you know, our concern is -- and again, | think it

has its place as one of the nethods that we would |ike

to be able to use. | think that, you know, it is
expensive. It also depends on what you're going to do.
| nmean if -- you know, this fall we'll be launching a

nunber of real expansions dramatically of what we do.

| f that registration process, you know, if you want to
ask a parent, you know, Ckay, for your 9-year-old, can
he have access to e-mail, chat, IM and you are doing a

| engthy registration process over the phone, that gets
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to be a |l engthy process, as well.

It depends on what you're going to do. Contest
entry at a dollar an entry is one thing, but a |engthy
regi stration by 800 nunber is kind of difficult.

M5. LEVIN. If | may follow up on that, Kris, in
your experience with the contest entry, N ckel odeon has
run contests on television for years and on your website
you al so have contests where you have kids send --
hopefully kids with their parents send in postcards, if
you have any indication of what those costs are.

MR. BAGWELL: CQur costs of, you know, in terns
of the mail, in dealing wth the mail, | nean, it's a
bit of an apples and oranges thing, again, and I woul d
caution -- you know, in our filing |I think we nentioned
that kind of just the straightforward costs of receiving
and sorting the mail was in the order of, like, | think
-- you know, 8 to 15 cents, but again, | nean, we | ook
at that in the online world and we say, Ckay, now, how
long is that forn? |If that's a formthat now has to be
entered and has, say, 15 or 20 fields of data that then
have to go in, and if you' ve got data consistency issues
and you' ve got, you know, legibility issues and things
like that, | mean, you have got -- this is nmuch nore
about what's the length of that process and what | evel

of person does it take to kind of conplete that.
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So, | think while you can start with a
conparison on the entry on the online -- on the TV
contest side, it's really kind of the very, very bottom
of that -- of that chain. So, we think it's
significantly nore expensive than that.

M5. AFTAB: Lee, | just wanted to clarify one
thing on the tel ephone consent. Rather than taking a
| ot of the information, one of the things that we' ve
| earned, not that |I'm advocating this has to be done, is
that the parents can say, H, this is ny kid, this is
their -- this is the log-in nane that they want to use,
and this is ny e-mail address you can use to contact ne
fromnow on, forever, and then it's a way of confirmng
that the e-mail address is verifiable, and that's --
that's the real benefit on using the 800 nunber, because
once you get into the fields, it's inpossible to deal
with.

MR. BAGWELL: Right.

M5. AFTAB: And the sites that we were dealing
w th have between 500, 000 and 600, 000 unique visitors a
month, so they are smaller than you are but they are
pretty substantial sites.

MR. BAGWELL: Yeah, | think that -- just to go
back to the credit card issue one last tine, | mean |

think that the perverse thing that was goi ng on when we
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talked to parents was that they would rather have --
they felt nore confortable paying a couple dollars and
having the charge there to verify the parental consent
than to do it for free, and it kind of struck us as just
an odd consequence of trying to do it this way.

You know, in the end I'mnot so sure that that's
not going to evol ve that way anyway, and people would
get used to that kind of nodel, but --

MR. PEELER: Get used to what kind of nodel ?

MR. BAGWELL: Get used to a nodel where if the
-- you know, down the road, if credit card has becone a
way for parents to give consent and if they understand
that by paying, you know, several dollars they're sinply
covering the cost of that nethod of a progranmmer using
that to get that, you know, consent, | think, again,
it's enpirical and we have to kind of test these
t hi ngs.

MR. PEELER  Ckay, | want to go to Kathryn and
t hen Jorian and then John.

M5. MONTGOMERY: Sure, yeah, | just want to
underscore what | said earlier, maybe | didn't say it
earlier, that you want to ensure that it's a systemthat
is truly verifiable and that doesn't underm ne the
intent of the law, and | think what's inportant here is

that while the online nediumis a very fluid nmedium
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it's also a very inpul sive nedium and one where | think
we need to institute sonme caution and create ways where
parents can truly be invol ved.

And | liken it particularly with the one-tine
registration to sites for this age group, | liken it to
enrolling ny kid in a class or a canp or a club activity
where | want to know sonet hi ng about what they're doing
there, and | always advise parents to sit with their
ki ds, and especially this young age group, and talk to
t hem about where they want to go online and really get
acquainted with that world and be able to be involved in
t hat deci si on- maki ng process.

And generally if it is a -- if you really do
beconme famliar with where the kid is going and have a
sense of trust in the site and want to register that
child for the site and do so, you know, at the outset,

t hen you have -- you know who you're dealing with. You
know that kid is in a very entertaining, educational and
saf e pl ayground.

But 1'd also |like to say sonething about -- and
| think that it is a cost of doing business for the
conpanies that are -- that are naking noney off of these
kids, because I'd also like to talk a little bit about
the potential inconme here.

We know that children in this age group are a
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very lucrative target market, spending and influencing
al nost $500 billion a year, and Parry and | and a nunber
of you were at the Digital Kids Conference |ast nonth,
where there were all kinds of projections about how nuch
nmoney potentially online content creators can nake from
this market. So, | think that we have to put the costs
in that -- in perspective in that way.

And at this point it may seem|i ke a huge anount
at the beginning of this business enterprise, but as we
nove forward we're | ooking at the potential for an
enor nous anount of noney, and also -- and | think
stream i ning sone of the ways these things are done so
that they are not costing as nmuch in the long run.

MR. PEELER  Thank you, Kathryn.

Before -- Jorian, before you go, | just wanted
to acknowl edge Conm ssi oner Ant hony has j oi ned us.

Comm ssi oner Ant hony, did you want to say

anyt hing or should we just keep noving ahead?

COMM SSI ONER ANTHONY: |'"m hear to listen, thank
you.

MR. PEELER  Thank you.

Jorian?

M5. CLARKE: Thanks Lee, Jorian d arke, and
Rebecca, | amgoing to ask you to joinin we nme on this
one, too.
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First of all, | need to correct the fact, as far
as | know, no one is making noney off of kids online
right now | think nost of us here are in this because
of the fact that we realize the inportance of this
medi um and the power that can have for affecting kids
lives.

But | think we al so have to be aware of the fact
that barriers have to be thought through, because if
they are too unreasonable, a |lot of the conpanies as we
know them right now won't be that sane way |ater, and I
t hink one of the challenges of being a snmall business in
the kids category is that if we speak up too much, we
sound |i ke we're whining and sayi ng, "Poor us, poor us,
poor us."

But the reality is -- and Rebecca, this is where
|"d ask you to back us up on this -- is it does have a
significant cost, not only in ternms of dollars but also
internms of effect on the kids and the parents
t henmsel ves. Sonme of our specific exanples Parry alluded
to, we take snail mail perm ssion fornms for our key pal
area, and a lot of tines the outside of the envelope is
obviously children's handwiting because they have drawn
pi ctures and they, you know, create these wonderful
letters that we post, because they're so involving.

Sonetinmes the inside signature of the parent
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| ooks pretty much |ike the outside witing on the

envel ope, and so when we find those, we have contacted
the parents to try and nmake sure that it truly is
verifiable. That has an inpact on parents, and that has
an inpact on themwanting their kids to be on the site,
because there is a certain trust that they have cone to
have with us in the way that we protect their kids, and
they want us to be involved in helping themlearn how
their kids are online but then also to trust themthat
they are involved wwth their kids, and that's why we
found this long-termdialogue with parents is what hel ps
build that trust.

| don't think that there will ever be 100
percent verifiable parental consent unless you have
parents cone in to a location with their identification
and their child s birth certificate.

MR. PEELER W're not proposing that.

M5. CLARKE: No, no, and | just wanted to
caution Kathryn on that expectation because of the fact
that simlar to what we find with our schools, is they
run into the sanme i ssues we do when you get signatures
or when you have conversations as to whether or not the
parent is fully then behind it.

| think that it's also inportant to understand

that we have seen that kids -- it's inportant to
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under st and what kids want in content and then to work
together as a teamto provide that carefully. W know
t hat ki ds want user-posted content. So, we have gone to
a fully nonitored systemso that any kid's content is
screened by a human before it goes live. That does have
a cost to it.

Peopl e have to understand that -- that yes, that
is the cost of doing business, but part of what we as a
smal | business offer is content that |arge conpanies
m ght not touch. For exanple, we had the -- Littleton,
Col orado, we had a di scussion board and experts
avai lable to kids to tal k about violence in schools.
That wasn't a topic, no offense, that was on N ckel odeon
or Disney or sone of the other big players that would
find it difficult to do that.

There are other things that Rebecca is doing on
MaMaMedi a that's very engaging to kids and hel ps them
| earn about the world that they're in. That kind of
educational content often tinmes is -- is offered by
those of us in this mddle tier, and if the barriers are
too high, first kids aren't going to cone to us anynore,
and second of all, we won't be around in business, but
third of all, what we don't understand in this roomis
the fluidity of kids.

One of the biggest challenges we have is
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shutting down fake Kids.comsites, where kids have
copied our graffiti wall because they didn't |like the
fact that we wouldn't allow themto post their e-nai
addresses to each other, so they basically exactly copy
our wall, put it up, and then send out notification to
ot her kids that they can cone to the new Kids.com wal |
and post anything they want on it and no nonitor wll
shut them down, and we have to track these down, shut

t hem down, et cetera.

Now, if -- if -- 1 want -- it's inportant to
understand that kids have this skill so that we realize
that we have got to give themsafe places to play or
they will create their own places to play.

MR. PEELER  And Jorian, you have been foll ow ng
t hi s busi ness nodel for several years now?

MS. CLARKE: Yes.

MR. PEELER It's been successful ?

M5. CLARKE: Ah, yes and no. W have had a high
turnover of staff in the position who's responsible for
doing this because of the fact that they get tired of
parents yelling at them when they called themup to ask
themif they were really the ones who were sending in
this permssion form and | don't want to make too much
of it, but it is, as Parry said, not a job |I would ever

t ake.
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We get continually letters, e-nmails fromparents
sayi ng we thought we would take the tine to |let you know
how much we appreciate your site because of the fact
that now, in the school, at hone, we know our child can
pl ay here, and we know that you're responsibly playing
wi th them

MR. PEELER  Thank you.

John and then Rebecca and then Jeff.

MR. KAMP: Actually, what | was -- Jorian said
much of what | wanted to say, but | wanted to nake a
couple of points. |In effect, | wanted to give you sone
notes fromthe field, because over the past couple of
weeks |'ve been calling nenbers of the Anmerican
Associ ation -- oh, John Kanp fromthe Anerican
Associ ation of Advertising Agencies -- nenbers of ny
associ ati on who do kids' websites and ask them about in
a general way, and | haven't done anything that | would
even pretend is science here, but there are sone
i nteresting notes.

Virtually everybody is paying attention. The
statute and what the Comm ssion is doing here today and
has been doing to help sort of all of us, and nobst
inportantly | think parents, to pay attention to what's
going on here and learn how to use this nmediumin ways

that works for themand for their children
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It's also working in the -- in sort of the
field, in the places where people are doing this,
because everybody's trying, in effect, to conply, to the
extent that they're -- that they' re collecting data,
they're trying to make sure that their collection
practices work, not only work to nake sure they stay out
of trouble with the Federal Trade Comm ssion and ot hers,
but they work with parents.

And ny second note fromthe field, fromthem is
that it's very hard. 1It's not easy. They tell nme, for
exanpl e, that what parents seemto really care about is
noti ce and opportunity and the kinds of details. Mbst
of the details we're tal king about here for the parents
in their day-to-day activity as they devel op these sites
that work for them and also work for the kids is that
much of these details are details for them and they are
not details that parents really want to get into.

They just want to know what's going on and they
care about what's going on, but all of it costs a |ot of
money. It costs a lot of noney to do it right, and
often tines the -- for whatever reason they can't get
consent back, so they | ose custoners.

So, | -- 1 raise this as a way to tal k about
what | think others have tal ked about here, is that this

careful thing that we need to -- we need to pay
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attention to this nmediumand how we regulate it and how
we deal in it, because all of us are trying to determ ne
as adults and parents and as parents of our children how
to deal with this new nediumto do what we as parents

al ways do, and that is to teach our children how to
becone adul ts.

And for the nost part, one of the ways -- one of
the anal ogies that works for ne is the difference
bet ween a safe street and an unsafe street. First of
all, we just keep our kids off the street and then |ater
we try to teach themhow to deal with their own |ives
there and learn to be careful there.

VWhat we seemto be doing in sone of this is to
not be creating sort of places where we can recogni ze
where a safe street and an unsafe street is but in
effect to be building D sney Land ki nd of parks where we
want to build an encl osed environnent that's so perfect
t hat everybody who goes there always has a perfect
experience there, and it really picks up on Jorian's
coment about we have to be very, very careful, because
kids will create their own parks if we don't -- if we
don't nmake it possible for themto find themand find
those that work for them

We are in an environnment on the net that we all

know frankly is full of very unsafe streets. There are
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unsafe streets even for us as adults, and when we happen
to put whitehouse.whatever in there and we find that
we're inthe mddle of a site that we really don't want
to be there, we know that that's al so an unsafe pl ace
for our Kkids.

We need to nmake sure that in the devel opnent of
t hese systens we all ow the devel opnent of parks by
smal | er conpanies as well as |arger conpani es and spaces
for people where they can find the kinds of places where
kids can learn to play and to becone adults, and it's
not that easy.

| also wanted to comend the CME and Junkbusters
for the piece of research that they've put on the table
yesterday, but | have to tell you that |'m skeptical of
it. In all of the discussions that |'ve had with
prof essionals who are working in these areas every day,
t hese nunbers don't | ook right.

In fact, it's -- sonetinmes it remnds ne a bit
of Proctor & Ganble's senior executive canme into a
Nat i onal Advertising D vision and Better Business Bureau
di scussion of research a couple of years ago and said,
You know, it's real easy to find what we're | ooking
for. It's not easy to find out what's really going on
out there.

And what's really going on out there fromthe
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perspective of all the people that |I've been working
with and others, and | ooking at the Georgetown Study for
Adul ts, these nunbers don't ook right. So, | am going
to ask the CVE to put all of their research data,
particularly their questions and how the questions were
arrived at and what the questions were, sort of on the
record so that we can all | ook at themvery seriously,
because | think that the data, the raw data in and of

t henmsel ves, at |east, raises sonme very serious questions
for all of us.

MR. PEELER  Ckay, Kathryn, one mnute on that

M5. MONTGOMERY: No, may | just on that or may |
just make ny conments?

MR. PEELER  Ckay, go ahead.

M5. MONTGOVERY: | will be happy to respond and
we w il be happy to submt them

Again, | think you have to realize that we're
| ooking at the -- looking at a -- at an unorgani zed web

out there. You're dealing with a | ot of conpanies you
have everyday interaction wth, and there sinply is a
ot that still needs to happen here just for conpliance
with this law and to seek privacy protection.

The other point I want to nake is that we are

really |l ooking at the creation of a new nedia culture
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for children. It's really a digital culture. 1It's also
one that will be connected with tel evision, as everybody
knows here, and when we see convergence, we wll be

| ooki ng at ushering in a whole new | think powerful
culture for children, and I want to nake certain that in
doing that we create one that has built into it

saf eguar ds.

The reason all this canme about is that we
identified early on that there were practices energing
out there that were potentially harnful, where had there
not been FTC action and had there not been a | aw passed,
i nvasi on of privacy would have been ranpant, and it
woul d be the norm and what we want to do is to ensure
that there are sone ground rul es here that everybody can
follow and that they're consistent.

| would -- I'Il save ny question -- | do want to
ask a question actually of sonme of the participants, but
if you want |['ll save that.

MR. PEELER  Ckay.

M5. MONTGOMERY: How do you want to handl e
t hat ?

MR. PEELER Wiy don't you put out the question
right now, but I want to finish with Jeff and Rebecca.

M5. MONTGOMERY: | actually have a question for

Rebecca.
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MR. PEELER  Ckay.

M5. MONTGOMERY: | just wanted to ask you,
Rebecca, because you tal ked about using e-mail to notify
in an opt-in -- opt-out nmethod for parents signing their
kids up for the service, right?

How many ki ds are regi stered on the MaMaMedi a
site and what percentage of responses have you gotten
back from parents? You tal ked about a nunber of them
sendi ng responses and sayi ng, you know, how happy they
were that you had notified them

M5. RANDALL: Several hundred thousand
regi strations exist, and what's actually interesting,
this is the "be careful what you wish for" category, is
in one notification that we did send to parents, we
found, w thout having an exact nunber, the vast majority
of those e-mails to parents were responded to.

It's only in our interests to have the parent
involved, so it -- it's interesting, though, to note,
was going to add that, so I'mglad you asked, that in
this case it -- we did not find that we sent out an
e-mai | and not hi ng happened. W sent out an e-mail, and
we got a lot of responses. So, | think that speaks to,
agai n, thinking about -- it's only -- it's only our goal
to be talking to the parent in the first place.

MR PEELER: And Rebecca, does -- | think in

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



75

your comrent you said 96 percent of the parents
responded to that e-mail or sonme high nunber |ike that.
Is that a pattern that you see?

M5. RANDALL: |'mgiving you one exanpl e because
| don't -- it's -- at this stage of our conpany, that's
about the, you know, the concrete data that | can share,
but --

M5. LEVIN. And Rebecca --

M5. RANDALL: -- it's interesting.

M5. LEVIN. -- only the parent's e-mail address
or the parent's and child's e-mail address?

MS. RANDALL: W ask for -- we collect very
little information, and, in fact, it's free to go to
MaMaMedi a and play, and so there are activities that --
and this goes to another point that Kris has nentioned,
is that it probably makes a | ot of sense to design
| evel s of involvenent that are tiered with |evels of
perm ssions, for exanple, because a child can go to
MaMaMedi a and play to their heart's content and --

M5. LEVIN. But with regard to the e-nmai
address that you collect, is it a parent's e-nai
address or a child' s e-mail address or both?

MS. RANDALL: Both, and we ask the kid literally
on the sign-in sheet, which | have wwth nme, for screen

name, parent's e-mail address, child's address -- e-nai
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address, optional, and another thing that's another
reality is that kids don't always know what -- there are
multiple users of one conputer, there are multiple
e-mai | accounts, but what we ask for is the parent's
e-mai |l address and the child' s e-mai|l address.

M5. LEVIN. Can you tell us in what percentage
of instances they are the sane or in what percentage
they are different?

M5. RANDALL: | don't have a nunber.

M5. LEVIN. Could you go back and perhaps revi ew
that data and get back to us for purposes of the
wor kshop record? That woul d be great.

MR. PEELER  Jeff has been waiting patiently,
and after Jeff, we have a nunber of flags up, but I
woul d al so |i ke people to address the question of or
gi ve comments on the question that both Rebecca and Kris
have rai sed about their -- about having a sliding scale
for what type of parental consent based on what type of
notice, because that's an issue that conmes up in a

nunber of comrents that were filed in the rul emaking.

Jeff?

MR RICHARDS: |'Il be brief, a couple of
poi nts.

One is, you know, we have tal ked about the cost
of doing business. | think we should be really
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careful. It's very early on. The incentive is not to
build in extra costs as a going-forward notion and, you
know, begin to have problens with three segnents that we
tal ked about. Mm and pop, m dsize and corporate giants
is the way that Parry phrased it.

So, the key is this. W're early on. Everyone
needs incentives to continue to experinent. \Wat we
need are choices, and we need to be -- have different
and conpetitive business nodels as we set ground rul es.
We need to have innovations. | like to see dollars
applied to market testing, sone of the innovations we
wi || probably hear about |ater, nmake sure that there is
i nvestnment in new solutions, and for those who are
cash-strapped -- and that's a lot of folks -- they are
going to have to make very careful choi ces.

So, let's be aware that we are tal king about the
cost of doing business and therefore abilities to be
ni nbl e and i nnovative and to be really focused on what's
wor ki ng for kids and parents.

My second point is that, you know, in 15 years
or so today's cyber kids will be parents and, you know,
in an odd sense sone of this may be short-termin that
generational sense, and so what we absolutely want to do
is teach today's kids that whatever rules we nmake are

flexible, work in the web environnent and are the kinds
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of principles that they thenselves wll adopt as
parents.

If we nmake this frustrating or illogical or
stifle the immediacy or substitute it for paper and fax,
then what we have done is teach today's kids that as
parents they are going to do it otherw se and not
through this set of ground rules that weren't as
effective as we had hoped.

MR. PEELER  Thank you.

Char? Char Pagar, Pronotional Marketing
Associ ati on.

M5. PAGAR: Hi, just a couple of quick
conment s.

First of all, the PMA woul d support the
suggestion that was made by MIV Networks that this
shoul d be a sliding scal e between the type of
information that's collected and what's done with that
information and the type of consent that's required from
parents.

Second, just as a quick note, the PVA is aware
of at least one situation that's sort of a variation on
the print and send nechani smthat we tal ked about, and
it was essentially a print and bring in to a retai
| ocation type of pronotion, and what actually happened

in that situation is the response rate was so | ow t hat
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t hey decided not to do the pronotion anynore. So, to
sone extent offline consent nechani sns may just be so
sl ow that they, you know, prevent pronotions from being
conduct ed.

And the third quick point is even when you do
sonething |like an offline consent and have it brought
into a store, have it mailed in, it really is very
difficult to verify signatures fromparents and to
verify information fromparents. So, we would urge the
Comm ssion to be cautious in assum ng that online
consent nechanisns are |less verifiable than offline
consent nechani sns, because, in fact, there may be sone

difficulties with all of the vari ous net hods.

Thank you.

MR. PEELER  Thank you, Char.

Cassi dy?

M5. SEHGAL- KOLBET: | guess | just -- | just

wanted to reiterate that where sites are engaging in
activities that permt children to participate in
contests or electronic newsletters or other online ganes
where they're not posting information about thensel ves,
we woul d certainly be open to the idea and we encourage,
we actively encourage the bulk of our sites to provide
direct parental notification via e-mail and provide

opt - out .
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And we are certainly cognizant, also, of the
costs involved, you know, in terns of the sites that we
have forced to inplenent offline verifiable parenta
consent, and in addition to the financial costs, there
are certainly -- one thing that we didn't tal k about was
there are -- there is a high -- there is a high drop-off
rate right now.

One site that | worked with just |ast week
called me and said since instituting verifiable parental
consent, we have noticed a 50 percent drop-off, and we
have had parents call us and say why can't we just fill
out this formonline. And | think that what this
signals to us, also, is that right nowthis is not --
this system-- the systemof verifiable parental consent
that we have been working on is not perfect yet and that
there is going to have to be sonme flexibility going
forward and in trying to work out what nechanisns are
going to be the nost effective.

And | guess the final thing that | wanted to say
was also relating to the study that -- that has cone
out, and while | don't have formal nunbers in front of
me by any neans, | do want to say that in our experience
and in preparing for the coments here today and in
working with many of the sites that we did, we found

that the bulk of the top 100 sites for kids that are
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directed for kids were posting and were conpliant with
CARU s qui del i nes.

So, we're also very interested in working with
the CVE and trying to get a sense of the picture that
t hey' ve presented, and we al so want to make cl ear that
whi l e our experience has been terrific in terns of the
sort of changes that we've seen in the kids industry,
there are a ot of nomand pop sites out there that
don't know about COPPA, that think it's great to have
pen pal clubs, you know, people sitting at hone and, you
know, they're -- you know, they have key pal clubs for
kids that are conpletely outside the scope of the |aw,
and so | certainly hope that when you | ook at these
figures you'll also take that into account or that CME

will make that clear to us, whether that's the case.

Thanks.

MR. PEELER  Thank you.

Carol i ne?

M5. CURTIN: Yes. | just wanted to add that |

spoke a little bit about how AOL obtains upfront consent
for the collection and the use of a child' s screen nane
or e-mail address, but | wanted to add that if we need
to collect further information, say to mail out a prize
for a contest or one of our partners needs to do this,

we do require prior witten parental perm ssion at this
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And AQL really went out on a linb and was
requiring that before the statute was enacted, despite
the costs, because we felt that really that gave us the
greatest assurance that we were obtaining perm ssion
fromthe parent, at the sane tinme recognizing that the
great part about this nediumis that it is so fast
paced. It is seaml ess hopefully in many instances.

We woul d be very open to exploring the
possibility of expanding our policies to use a 1-800
nunber that parents could call in order to give parents
nore choices and sites a little nore flexibility and in
addition be very open mnded to e-nuail-based consent
mechani sns if we could be assured that that was com ng
fromthe parent, as well.

M5. LEVIN. Caroline, in ternms, again, of
getting sone data on the nunber of children that have
e-mai | addresses, would it be possible for AOL to
provide us with information about what percentage of
fam |y househol ds do have children that are given screen
names and e-mail -- therefore e-mail addresses?

M5. CURTIN: | think it would be hard -- it
woul d be challenging to conme up with a hard and fast
nunber for that, because, you know, we have parents that

elect a certain screen nane for their child that woul d
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be, say, a kids-only screen nanme, which we strongly
recommend for a child who's 12 and under; however, you
may have parents who decide for whatever reason that
they want to -- because the child may be nore mature,
may be 12 years old, but they want to give that child a
young teen screen nane. So, it would be challenging for
us to decipher, you know, the exact ages of the
chi | dren.

VWhat | can say is that we're really, really
excited, because in studies we've done, we've |earned
that of AOL households with children between the ages of
6 and 17, alnost 80 percent of the parents are
activating and using parental controls.

MR. PEELER  Hmm W have both Kris and Rebecca
with cards up, and |I'mwondering, Kris and Rebecca, if
when you tal k you could discuss this issue that
Caroline's presentation rai ses about the tension between
your practices with respect to obtaining parental
perm ssion for use of intellectual property, artwork and
stories, where you do have a formthat's printed out and
mai | ed back in, and the suggestion that to coll ect other
information fromchildren it should be done
el ectronically.

So, why don't we start with Kris, and you can

address that, and then your other point.
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MR. BAGWELL: So, you -- this is Kris Bagwell.
You' re asking that we're saying that we collect it by
print for certain things but then why would it be
difficult for us to collect it for --

MR. PEELER Right, and is there a tension

t here.

MR. BAGWELL: Right, well, | think there is. |
mean, | think that we know that, you know, with certain
activities that we put up, we have an idea -- we can

understand the traffic pattern and know how many of

t hose, you know, we're going to get, and any piece of
content of a given site is only getting a, you know,
sone small percentage of the traffic on a site. So,
when we do this and their coments cone to subm ssion to
Ni ckel odeon, we have kind of an understanding on what it
costs us to do based on historical patterns there, as
wel | .

When you kind of shift fromthat to, you know,
regi stering perhaps up to 3 mllion kids on a nonthly
basis comng to the site, you're really into a whole
different order of nmagnitude of cost, and | think what
it -- what's it's also about is that when we're getting
perm ssion for kids sending in artwork and what ever,
there is not a matching up. There is not this kind of

one-to-one match that has to go on.
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You know, if you are taking part of the
information online and then receiving the parental
consent in the mail, you know, we have | ooked at
everything frombar code scans to everything else to
figure out what the best way to do that is, but you get
into a nuch -- | think it's just an order of magnitude
difference in ternms of the cost to us, as well.

| think it's interesting, we -- just to go off
on sonebody's comment earlier about e-mail addresses and
kids, | just want to say two things. W have kind of
asked ourselves -- | nean, one of the questions when we
were down to visit you guys at the FTC one tine, the
question is why do we need to collect certain
information fromkids, are we collecting anything nore
than we have to, and it's our position and our
phi | osophy that we don't want to collect anything nore
than we absolutely have to to provide the kind of
envi ronment and, you know, and experience that we think
is appropriate for a kid of that age.

One of the problens, though, is when we were
doing online contests, if you were going to notify the
parent, if you asked for a parent e-mail to notify that
a kid has won a contest, a |lot of parents aren't reading
their e-mail or they are not going to read it for a week

or two or it's an old e-mail account or sonething |ike
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that, and so you get this kind of disconnection between
the activity level of a kid who is interested in

knowi ng, you know, Saturday if they won the contest and
the parent who's not going to go look at AOL -- even if
it's not ACL, but they are not going to go look at their
M crosoft Network e-mail because they are busy reading
their ACL mail. So, you know, there's that kind of

i ssue, as well.

The other -- you know, the other thing I would
say about e-mail, there's a bit of a -- we totally agree
that the -- you know, what we're interested in doing is

mat chi ng the consent and the way we get it wth what
we're doing on the site. | think that we're just trying
to kind of strike a bal ance between what we do on the
site and what we kind of have to go through to be able
to drive the nodel forward, and while it is early in the
busi ness, Kathryn, there is a big potential in this
busi ness.

| think one thing that the smaller sites and the
| arger sites probably don't differ on is that the
appetite for investnent in this business to really drive
the |l evel of kind of good kid content really rides with
what managenent and the owners of these conpani es see as
kind of the baked-in cost of doing business in this

arena. So, | think that we're -- you know, we agree
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with you that it is a cost of doing business, but, you
know, it's a judgnment call on kind of what that is
overal | .

You know, one of the other coments that | just
wanted to nmention that | renmenber that we got in our
focus groups with parents is we had held out e-nmail --
we had asked themall the different nmethods before we
got their response on e-nmail and before we even asked
about e-mail, we asked about credit card and phone
nunber and everything el se.

E-mail cane up and it was one of the fathers who
said, who said, Gees, | can buy a car, | can buy a
house, | can practically arrange for |like an organ
transpl ant online now, why wouldn't | be able to give
consent for ny child with e-mail? So, there is a
sense --

MR. PEELER Kris is setting up the next panel
her e.

MR. BAGWELL: So, there is a sense that they
expect an online nediumto have an online solution for
this, so that's what we have to cone up with

MR. PEELER. Rebecca?

M5. RANDALL: | actually, if it's all right,
wanted to tal k about what | raised earlier to nake sure

that we don't rule out the teacher in the classroom and

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



88

| had an idea, we could talk about it another tinme, but
as opposed to tal king about the issues that have been
pretty well covered about the various nethods, et
cetera, but the idea would be that to -- | think it
strikes nme as | hear people talking here, | know t hat
our expertise is about creating powerful |earning
experiences, and it's not creating fool proof validation
experi ences.

So, | think that's why we're all here, to try to
| earn what things are working, what nakes sense, what's
reasonabl e, and the one thing that we want to nake sure
of is that since there's currently no provision for
dealing with the supervised |earning that can cone from
other third-party qualified adults, the rule doesn't
address the school -based interaction or organi zed group
activities.

So, one of the scenarios that we want to make
sure doesn't take place is let's say a child -- let's
say a teacher wants to provide to their classroomover a
year, over the school year -- you know, their lives are
dependent on a school year that starts at a certain
point and ends at a certain point. Couldn't we nmake it
easy for teachers to have tinme-based accounts, group
accounts, for which the teacher is the point person for

that | earni ng experience, and they can notify parents
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but not hold up an entire classroomor a year of
project-oriented activity because we have now put them
in the position of getting a verifiable parental
consent --

MR. PEELER Right, and you did raise that in
your comrent, and so that will be one of the issues that
we'll be looking at in connection with the rule review.

We are al nost exactly on schedule, and to
conclude, I'd like to just ask each of the panelists to
give nme a one sentence on what you think the nost
i nportant point that was raised today at the panel for
our consideration should be, and |I'm going to put
Caroline on the spot by starting at her end of the table
and just noving down the table.

Car ol i ne?

M5. CURTIN: Let's see, the nost inportant
point? Can | choose one that | made?

MR. PEELER  You coul d do that.

MS. BERNSTEIN. W would very nuch expect you to
do that.

M5. CURTIN: Thanks, Jodie. You know nme well.

MR. PEELER  Coul d you speak into the
m crophone, Caroline?

M5. CURTIN  Sure.

The nost inportant point that I'd |ike to nmake
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for AOL is really that we feel that we are offering
consuners and our partners a real service by obtaining
up-front consent early in the process when a parent
signs up with ACL. We want to be able to continue to do
that, but again, we don't want to be -- we don't want to
be held liable if for whatever reason one of our
partners acts out.

MR. PEELER. Ckay.

John Kanp, AAAA?

MR. KAMP: An inportant point, perhaps the --
the very fact of this nmeeting, which | think inportantly
the press is here and other people are here to help the
American public learn where the safe places are for this
new nmedi um and the nore of these kinds of things that
the agency and others can do to raise the awareness
anong the Anerican people, the better off we all are.

MR. PEELER  Cassi dy?

M5. SEHGAL- KOLBET: | guess flexibility in going
forward where sites are doing the right thing and are
protecting children's safety and privacy and conti nued
adherence to verifiable parental consent where children
are able to post and exchange information with third
parties.

MR. PEELER  Kat hryn?

M5. MONTGOMERY: | do think the fact of this
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meeting is very inportant, and I'mvery glad it's taking
place, I'"'mglad to be part of it. M | guess principal
point is a warning that in our efforts to be flexible --
and I"'mcertainly willing to be flexible -- we do not
end up creating -- |owering our standards, | guess |
woul d say, for inplenenting this |law and creating what
could, in effect, be | oopholes that woul d enabl e sone
conpanies to get around the intent of the statute.

MR. PEELER  Thank you, Kathryn.

Rebecca?

M5. RANDALL: | think I hear violent agreenent
around this table, which is really about trying to
establish standards that serves kids' interests,
enpowers parents and inportantly other qualified adults,
el evates the standards for kids, which | think is
everyone's m ssion here, and al so doesn't inadvertently
di senfranchi se sonme kids versus others because of the

way that they're accessing online.

MR, PEELER Geat. | amgoing to skip Toby and
Davi d.

Kris?

MR. BAGWELL: Kris Bagwell.

| would just encourage the Comm ssion -- | do
t hi nk today has been an inportant event. | would

encourage the Conm ssion to allow all of us on the panel
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to continue to try to create the best places for kids
online by having, you know, by letting us be responsible
and having us, you know, match what we -- what we do to
kind of make sure we have parental consent w th what
we're actually doing on the site, and | think that wll
create really the best experiences for kids online and
keep themin a world that's really designed for them

MR. PEELER  Paul a?

M5. BRUENI NG  Yes, Paula Bruening with TRUSTe.

| think one of the nobst inportant points that
were made today was actually made by Kris to nmy left. |
think that it is inportant to recognize this is an
el ectronic nedia, and we -- and that we at TRUSTe feel
that the kind of parental consent that should be
avai |l abl e should be one that is available electronically
and that e-mail probably is the nost viable way of doing
t his.

But we take our commtnent to assuring that
t hese nechanisns are really working, we do the
nmoni toring on an ongoi ng basis, and so we recogni ze al so
that e-mail response has got to be coupled with
sonething el se that makes it a nore robust approach than
we have right now.

MR. RICHARDS: Jeff Richards, Internet

Al li ance.
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| |earned that answering that 800 nunber nust be
a heck of a job, which gets ne to | think a point | have
heard here, too, is that's exactly an issue we need to
be careful about, is mandating early solutions for
things that we already know have probl ens, where there's
a requirement of experience of actually devel oping
expertise that we can freely share, too, around the
table. So, |I'mhearing strong agreenment here, as well.

|"d love to see incentives for investnent of
human intelligence, creativity and capital into
solutions that will achieve the goals that we' ve al
tal ked about today. | really fear inadvertently picking
wi nners and losers. That's ny concern.

M5. CLARKE: Jorian darke with Ki dsCom and

ParentsTal k. | like very nmuch that information and
coll ection needs are not the same. | like the sliding
scal e based on what information, howto use. | really

urge the Conm ssion not to forget that kids and famlies
are not the sane. Don't forget about the nonprivil eged
kids who need to still be able to use this medium

And then last of all, small businesses need to
stay in this kids comuni cation nedium and we need to
consi der those differences, as well.

MS. AFTAB: | agree.

MR. PEELER  Parry, you have to identify

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



94

yoursel f, Parry.

M5. AFTAB: Parry Aftab.

| lIike what everyone said. One thing, though,
based on what CME has told us today, if the statistics
are true and if a lot of sites that we're not aware of
aren't conmplying, I think what we need to do is educate
the sites that aren't here today on how to do that. So,
even though |I'm supposed to be just witing ny book, you
know, A Parent's Quide, Protecting Children in
cyberspace, | amgoing to have to wait two days, and
when | get back to New Jersey, | will recode the
Cyber Angel s site, which is actually the nost active of
all nmy things -- I"mactually the web nmaster there --
and provide as nmuch information as | can and information
about the sites that are doing this so they can get
credit for what they're doing.

And a couple of free e-nmail policies that as a
cyberspace | awer | think m ght make sense is band-ai ds
for the sites who don't know how to hire a cyberspace
| awyer or couldn't afford us anyway, | do renenber we
bill sonetinmes, and so that we will try to provide a
pl ace at the Cyberangels.org site as a resource until
the FTC stuff gets up, because | think they have got the
best resource in this area.

MR. PEELER:  Char?
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M5. PAGAR: Char Pagar, PMNA

Two final points, | guess. One, we very nuch
support the idea of the sliding scale, and two,
encourage the Conm ssion to not -- to explore very
carefully the ideas of online consent nechani sns and
all ow the technol ogy to devel op, create flexible
regul atory standards that will allow the technology to
develop in ways that will benefit us all.

MR. PEELER  Thank you, a good sunmation and a
good segue into our next panel, which will explore
el ectroni c authorization.

In the -- but first we have a brief period for

whi ch we can take comrents fromthe audi ence, and if |

will -- you will have to step up to the m crophone and
identify yourself and your organization. If we could
just get aline, | think that would be great. W wl|

start with Ron CGol dbrenner, a frequent participant.

MR. GOLDBRENNER: Hi, |I'mthe general counsel of
t he Pronotional Marketing Association, and | thank the
Comm ssion for the opportunity and for the appearance.

l"d like to translate sonething | heard into
what | think is really the nost inportant issue that we
have to face in this. | think the Comm ssion has to
devel op an equation of reality with respect to at what

| evel of regulation do you drive entrepreneurs and
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conpani es away fromdoing children's sites and at what
| evel of regulation do you drive the children away from
visiting the sites?

And | think that's nore inportant than
establishing a |l evel of security, because if there are
no sites and there are no kids visiting them you can
have the safest procedures in the world, and it doesn't
do you any good. W may have to give up sone |evel of
security in order to achieve the reality of dealing with
t he greatest nunber of people and keeping them at the
safest level we can and still attracting themto this
medium still allowing this nmediumto devel op

But | think froma regulatory point of view, the
essential issue has to be how do we keep the nost people
comng in and not block themout with a | evel of
regul ation but still provide sone |evel of security.

Thank you.

MR. PEELER  Thank you, Ron.

M5. CATLETT: Hi, I'mJason Catlett from
Junkbusters.

I'"d like to ask Parry Aftab about this wonderful
experience we had with the woman who checks the 800
nunmber and swi tches the phones and nmakes the calls on
yes, that was an l1ll-year-old trying to sound like a

parent and then it wasn't. |It's a very difficult job
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obvi ously. Sone people would do it better than others,
sone people would do it nore diligently, and we could
expect that at sone conpani es experience would be
stronger than others and that there would be a | evel of
variety of quality in the job being done here.

Now, | think the key question for the Conmm ssion
is what quality is proper to be expected of such a
person? And Parry has said that you cannot expect
absol ute perfection in this case. So, how do we rate
t hat and what nechanismis the Comm ssion going to have
for determ ning what an acceptable level is here in sone
-- in a technical sense, you can look at this as a cost
of a false positive versus a fal se negative.

How many children do we |et through as an adult
versus how many real parents do we not because we
t hought they were children because they had a
hi gh- pi tched voi ce? So, how do we nmeke those deci sions
and how does the Comm ssion ensure that they're
verified?

M5. AFTAB: Jason, you know |I'ma fan of
Junkbusters, the new book. | think this is part of what
the children's industry is concerned about, because if
there's a good faith test, we need a safe harbor of sone
type, so that if we hire sonebody and give them as much

training as we can, we are still dealing with people who
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will allowthings to slip through even if they're being
diligent, and I think it's Caroline's concern, too.

| mean, | think all of our concerns is that we
are not strictly liable, that if something -- if a child
gets through that we thought in good faith was an adult
that we are going to face liability on that end, and |
think that's something that we're all hoping the
Commi ssion will deal with, but --

MS. CATLETT: Parry, would you support a
requi renent that sites keep records of all of the
i nstances of consent that they have that woul d be
avai l able to the Comm ssion on a random basis to audit
so that it could be established that a certain |evel
of --

M5. AFTAB: Absolutely, and when | represent
clients, because we do a |ot of safety and privacy
consulting as well as the law, we advise themto keep
records and keep copies of the tapes and do all of these
other things. There's a cost to that, but | think, as
far as protecting everybody's liability, |I think that's
the safest way to do it. So, | advise themto do that.
| don't have any objection wth that, and | would
support that type of thing.

M5. CATLETT: Thank you, Parry, and could I

invite the other corporate representatives here to
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express their willingness to keep such records and to
make them available for audit with the FTC?

MR. KAMP: No, | would not. | disagree with
Parry on that. | don't think the agency is in a very
good position to be the decider of who has good judgnent
and who has not good judgnent. | renenber in nmy own
case the one tine | tried to sign a bad report card, the
nun handing it back to ne with a smle and saying, "No,
| think you better take this hone."

| don't think that is the kind of thing a
federal governnent agency can do a very good job on, and
| think the devel opnent of a set of rules that would
require, as a matter of law, in order to get into this
busi ness that kind of a record keeping requirenent would
take us sone places | don't think we should go.

M5. CATLETT: John, could | point out --

MR. PEELER  Jason, | think we need to keep
nmovi ng al ong. Thank you.

M5. AFTAB: And John, we'll talk.

MR. BRYAN. Good norning, ny nane is Steve
Bryan. I'mwth Zeeks.com | have a mllion
guestions. | guess | amgoing tolimt it to one in the
interest of tine.

|"mjust interested in the panel's opinion,

anybody really. W have been in this business just a
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short tinme. W launched a children's website about four
nmont hs ago, and one of the things that really has been
exciting and has inpressed us is the ability and the

w llingness of lots of the | guess what you' d call the
nmom and pop sites and the mdtier sites to work together
to provide different strengths at different sites.

W' ve worked with Headbone and we've worked with
Freezone, and we've found very receptive managenent
teans at these conpanies to help all of us build this
industry. M great fear is there is going to be a
dramatic chilling effect on that with this parenta
notification and that, in fact, what we will nove to is
who does the best job of parental verification, not who
does the best job of providing kids content.

And | think I can stand here and give the
answer, at |east fromny perspective, is a few years or
so down the road, the wnners of this will be the people
with the very high-recognition, trusted brand nanes and
that MIv, D sney and Warner Brothers will be the
dom nant pl ayers, and there will be no room and no
ability for the small conpanies to participate not
because of content or not because of good intentions but
because of the very high hurdle to getting parents to go
in and give verification, not just for one site, but for

my site and your site and your site and your site and
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your site over and over again.

| think that 1'd be interested in any comments
t hat anybody has. Thank you.

MR. PEELER  Thank you.

Caroline, do you want to --

M5. CURTIN:. Ah, well, let's see. | hope that
that doesn't end up being the case. | nean, AOL'Ss --
we're in a very fortunate position, because | think we
do have a very strong brand recognition, and it is
attached to kid safety and privacy, and we've really put
a lot of effort and thought into that, and | think our
partners hopefully benefit fromthat when they sign on
with us, and we can go about the business of getting --
of providing notice and getting consent up front for
t hem

| think it just -- it goes back to really asking
t he Comm ssion and others to | ook proactively and think
about maki ng the process for obtaining parental consent
as guaranteed as it possibly can be but also as
i nnovative and using the online nediumreally to -- to
assure that we can get the kind of consent necessary to
be confortable.

MR. PEELER And |1'd also put a pitch, nake sure
you stay for the third panel today that's going to talk

about that issue, that exact issue, actually, in nore
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detail.

Next ?

M5. MONTGOMERY: Can | respond to that?

MR. PEELER  Ch, yes.

M5. MONTGOVERY: Really quickly. | guess ny
concern is that in this new culture that we're creating
for children, and | do hope that there is a range of
diversity and choices for kids and |I'm excited about
that possibility, that we not create a situation where
we have sites that protect children's privacy and sites
that don't protect children's privacy, where there's a
| evel, there's a standard that everybody adheres to, so
that this culture is one that really will nurture kids
and be able to provide for themall of the wonderful

benefits of this new digital nedia that we are excited

about .

MR. PEELER  Thank you, Kathryn.

MR. MENGE: Good norning. M name is Eric
Menge, I"'mwth the United States Small Business
Adm nistration. | handle all of the Tel ecommuni cations

| nt ernati onal energi ng Technol ogi es Advocacy at the
SBA. |I'mvery grateful to be able to cone today.

MR. PEELER Wl cone. W are glad to have you
her e.

MR. MENGE: According to our |atest studies,
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there are about 24 mllion small businesses in this
country. O those, 41 percent have a presence on the
web, and according to our |atest study that should be
comng out in the next couple of nonths, about 21
percent of those have actually engaged in electronic
commerce. So, as you can imagine, wth that many smal
busi nesses involved in this energing nedium we are
extrenely interested in any regul ation that could
possibly create barriers to entry to small busi nesses
trying to get involved in this.

However, we are al so cogni zant of the fact that
there is sone public policy concerns that need to be
addressed, and we are, of course, |ooking at bal ancing
the public policy concerns with the cost of regul ation.

My question today was on the sliding scale, as
was recommended by M. Bagwell. M question, | guess,
woul d be addressed over to the small business
representatives who we have on this side, and I was kind
of curious at which point the sliding scale was a vi able
option for small businesses or would the conplexity of
such a regulation actually inhibit small businesses from
being able to get -- to conply with such a regul ation?

And al so, would a sliding scale only rely upon
what information is collected, or would it al so depend

upon the size and capability of the collecting entity?
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M5. CLARKE: Actually, I was a Small Business
Person Wnner of the Year for the State of Wsconsin,
but I didn't think I'd nention it, because nost people
here woul dn't know where Wsconsin is. Rebecca does,
she's from M | waukee.

| think that there is -- you raised very good
guestions, and | think that that may be another forum or
to be picked in a forumthat needs to be considered
because of the fact that getting into the nitty-gritty,

t he equi pnent, the people.

| know, for exanple, there are sone regul atory
di fferences between conpanies that are 50 people and
| ess and the kinds of regulations they have to foll ow,
and there may be sone | evel there bal ancing off the need
to protect children with the -- with the resources and
how to -- and how to match that. So, | do think it
needs to be | ooked into further.

MS. AFTAB: | wouldn't cut it off based upon the
size of the conpany, but I would -- | really support the
sliding scale, and so what you're collecting and how
you're using it | think should be the judge as opposed
to the size of the conpany, because a | ot of the snal
ones aren't going to be using it and aren't going to be
collecting a ot of the stuff anyway, but we need to

educate them and | think that's your job. W' Il help.
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MR. MENGE: Thank you.

MR. PEELER A man who needs no introduction.

MR. JAFFE: Well, nonetheless, |I'm Dan Jaffe
with the Association of National Advertisers. 1'd like
to associate nyself with everybody on this panel who has
conplinented the FTC and agree that you have been
extrenely open and the staff has been very hel pful to
all of us when we have had questi ons.

| just wanted to ask Kathryn, first I want to
t hank you for agreeing to provide the backup for your
study, because obviously your study has interesting
data, but you have one statistic I'd like to at |east
get sone understandi ng of right away, which is if you
say that only 3 percent -- well, let ne just read it.

It's, "Less than 3 percent use nethods for
obtaining verifiable prior parental consent that are
consistent wwth the Children's Online Privacy Protection
Act . "

VWhat we're doing right today is deciding what is
consistent wwth the Privacy Protection Act, and |
wonder ed whet her you did not find those systens who use
e-mail, |looking at your coments to the Conmm ssion,
whet her those were found not to be neeting the COPPA
requi renents or how you deci ded what was consi stent and

what was not.
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M5. MONTGOMERY: Yeah, actually, Katharina can
answer that question, too, Katharina Kopp, who's
standi ng ri ght behind you.

MR. JAFFE: \Woever can answer the question.

M5. MONTGOMERY: | amgoing to | et her answer

MR JAFFE: | will step back

M5. KOPP: We made a distinction. W decided
that verifiable parental consent are nethods |ike print
and send, 800 nunbers and fax, and so we put those in
the category of verifiable parental consent, and then we
also noted in the study that we had up earlier that the
sites that use e-mail also -- were covered there, but
there was a separate category. So, that is covered in
the --

MR. JAFFE: So, they are not part of the 3
percent ?

MS. KOPP:  No.

MR. JAFFE: So, if you used e-nail, you would be
part of the 3 percent that were conplying?

M5. KOPP: No, we had 3 percent -- less than 3
percent that used print, send -- print, fax and e-mai
and another |ess than 3 percent for the random sanple
that used e-mail.

MR. JAFFE: (Ckay.
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MR. BAGWELL: Can | ask one nore question on the
data? 1Is this percent of data collecting sites who were
collecting identifying information fromchildren or
percent of --

M5. KOPP: Personally identified as defined in
COPPA, which includes e-nmil

MR. PEELER  Thank you Kat harina, and you have a
comment ?

M5. KOPP: Yes, |'m Katharina Kopp for the
Center for Media Education, and we have al so taken the
position that it is not necessary to collect personally
identifiable information fromchildren under 13 in order
to have good interactive websites, and so | was happy to
hear from M. Bagwell that currently N ckel odeon is not
collecting personally identifiable information from
children under 13, so | was wondering whet her you had
noted any drop in the traffic to your website since you
st opped col l ecting personally identifiable information.

MR, BAGWELL: Well, | nmean, | should say we --
remenber, we were -- you know, today we run -- at
nick.comand at Nick Jr., we run basically
entertai nment - based sites, and so nost of our
interaction -- | nmean, not yet -- we do a |ot of our
chat and everything on ACL, so that's kind of where the

communi cation piece of our business happens.
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Going forward, that's going to change, so this
will be alittle bit different going forward, but when
we did pull back contest entry online, we did see a
significant drop in contest entries. | don't have the
exact nunbers with ne, but it was a dramatic drop from
t he peopl e who woul d have entered online versus the
fol ks who were going to print out a formonline and nai
that in.

| nmean, it's just a -- | think in the order of
magni tude that | think Tinme Warner had said sonmething in
their filing about an 80 percent drop. | don't know
that that's our exact nunber, but it's that kind of
magni tude drop. So, | think that we're not interested
in collecting anything nore than we need to provide the
ri ght experience and a safe environment, but again, if
you just think about this issue of what do you do in a
contest when a parent doesn't read e-mail, if you just
try to notify the parent, | nean, there are sone very
conplex little problens here about how you conmuni cate
wi th a household when the kid is a little nore
el ectronic than the parent. So, that's kind of what
we're trying to bal ance.

MR, PEELER  Kris, could we -- could | ask, why
woul dn't the statutory exenption on contests neet your

needs for e-mail on contests?
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MR. BAGWELL: | guess |I'mnot -- | guess |'m not
saying that it doesn't. | guess what |'msaying is that
we - -

MR. PEELER  Ckay.

MR. BAGWELL: -- we've considered, just froma
busi ness standpoi nt, we have just asked ourself kind of
t hrough this whol e process why do we need to be
col l ecting each piece of information that we are? So,
whet her we neant it or not, | nean, | think we kind of
-- for a while we kind of took a de m ni nus approach to
this, let's just back up, let's just back up and say
what do we need to do here.

M5. LEVIN. Kris, | think Katharina Kopp's
guestion was whether there was a drop in traffic on the
site, not whether there was a drop in contest
registrations. Do you have any data on whether there
was a drop in traffic?

MR. BAGWELL: | don't have any data on that in
front of ne. | would -- it -- 1 don't know | would
need to get back to you about that.

M5. LEVIN. Ckay, thanks.

MR. PEELER  Last question or comment?

M5. ELLIS: It's a cooment. |I'mAllison Ellis
from Freezone. W have been nentioned a couple of tines

before. | just wanted to el aborate on a coupl e things
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we' re doi ng.

We do verifiable parental consent currently
t hrough snail mail and fax, and | just wanted to
reiterate, it is expensive. |It's been kind of a pain to
set it up, but we feel really strongly about safety, and
we' ve al ways taken safety really seriously since the
beginning and really take it as kind of a cost of doing
busi ness, and in doing that we kind of |ook at, you
know, we're | ooking at our advertisers, we nmake them
adhere to the sane rules that we do.

So, an advertiser says, Hey, can you do this
mni site for us? Can you do a contest? W say, Geat,
you know, build in the cost to do the registration, do
the contest in a safe way. | can't say we're nmaking a
ton of noney, but we're definitely covered -- trying to
cover our costs with it. W just really believe that in
buil ding our site we have to take safety and the
parental consent extrenely seriously. Oherw se, we
have no busi ness doing everything el se that we do. So,
that's our position.

Thanks.

MR. PEELER  Thank you.

VWell, that concludes the first panel this
nmorning. |1'd like to thank all of the panelists for

their excellent participation. You brought a |ot of
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energy and ent husi asm here today.

(Appl ause.)

MR. PEELER Now, everyone is allowed a 15 --
20-m nut e break courtesy of the panel.

(A brief recess was taken.)

SESSI ON | |

M5. LEVIN. |If everyone on the panel could
pl ease be seated and we can begin, since everyone's
ready.

Ckay, if we could close the doors, please, to
the anteroom Thank you.

|"d like to wel cone the panelists to Section
1. M name is Toby Levin. |I'ma staff attorney here
at the Federal Trade Conm ssion and now the team | eader
for the Internet Advertising Programthat's part of our
Di vision of Advertising Practices, and | have been
wor ki ng on the inportant issues of children's privacy
now for several years. And this is the day many of us
have been waiting for, which is an opportunity to
expl ore existing and potential nechanisns for verifiable
parental consent.

As you can see fromthe first panel, there is a

great deal of interest in electronic nmechanisnms, and
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that's the focus of both Session Il and Session IIl. In
sone ways there is a great deal of overlap, but in this
particul ar session, we really want to | ook at what we
may commonly refer to as e-nmil -based nechani sns,
mechani snms that websites can thensel ves use to obtain
parental consent, and in the third session, we'l|l get
nmore of the internmediary services that can apply across
a nunber of websites, but you'll see sone
representatives actually in both sessions to address
bot h.

| would like to first just indicate wth regard
to procedurally, the court reporter would appreciate any
handouts, overheads that you use, if you' ve made copies
of them to be sure to give themto her, you know, as
you're using themso that way -- or imediately after so
that way they can be added into the transcript of the
meet i ng.

If you were interested in a copy of the
transcript, she has sone forns that you can conpl ete.
It will become avail able on our website as soon as we
can get it up there, as well.

I"d like to start by having each of you identify
your sel ves and your affiliation just briefly and note
that in terms of the schedule, we are -- we wll

actually have a break in the mddle in order to
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accommodat e |lunch, and then we wll resunme at 1:45, and
there will be an open coment period at the end. So,
sone of you who are just filled with questions or
coments, there will be an opportunity for you to raise
t hem

So, let's start, if | can, to ny right, if you
identify yourself and your affiliation, please.

MR. PLESSER: Ron Plesser, |I'mat Piper &
Marbury, LLP. | would really prefer to say cyberspace
| awyer, but sonebody el se --

M5. AFTAB: Al ready taken.

MR. PLESSER. -- has taken it, and I'm
representing the Direct Marketing Association.

M5. HARRIS: Leslie Harris, Leslie Harris &
Associ ates, cyber |lawer, and | represent the Anmerican
Li brary Associ ati on.

MR. VENGER Eric Wenger, and I'mfromthe
Internet Bureau of the New York State Attorney General's
Ofice. W filed comments on behalf of a group of about
17 states, and we also chair a group fromthe National
Associ ation of Attorneys Ceneral on Internet privacy,
but anything |I say is nmy own opinion and should not be
used agai nst any of these groups, so..

M5. MLLAR I'mSheila MIlar with Keller and

Heckman, LLP, another cyber |awer, and | represent Mars
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| ncor por at ed.

MR. JAFFE: Good norning, |'m Dan Jaffe, with
t he Association of National Advertisers.

M5. KOPP: Good norning, |'m Katharina Kopp with
the Center for Media Education. | amnot a | awer, and
we filed comments with about eight or so other
organi zations representing children and famlies.

M5. LANDSMANN: |'m Leanna Landsmann. |'m

president of TIME for Kids, which is a entrepreneuri al

subsidiary -- not a subsidiary, a division of Tine
Warner, and representing Tinme Warner here. [I'mnot a
lawer. |1'mnot a technology expert. |'ma teacher at

heart and wearing that hat while | am here, because |
t hi nk sone of the issues that are addressed here have
relationship to schools.

M5. RICH Jessica Rich, Federal Trade
Comm ssi on.

MR. TEICHER. Jim Teicher with CyberSmart!.

MR. ALEDORT: Eric Aledort with the Buena Vista
Internet Group, the Walt Di sney Conpany's online
di vi si on.

MR. BRANDT: |I'mJimBrandt. |I'mwth the
Veri Si gn Conpany.

M5. FISE: |I'mMary Ellen Fise. |'mgenera

counsel of the Consuner Federation of Anerica.
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MR HERVAN: Hi, |I'mPaul Herman. |1'mthe
founder and CEO of i CanBuy.com which provi des safe,
secure, private electronic commerce and el ectronic
finance for teens, kids and parents.

M5. CATLETT: |'mJason Catlett from
Junkbusters. I'mnot a |lawer, but nmy degrees are in
conput er science.

M5. LEVIN. Can you hear nme? 1Is this working?

Ckay?

THE AUDI ENCE: Yep

M5. LEVIN. | love doing this. |'ma forner
hi gh school teacher for seven years, and this is a
t hrow back to those wonderful days of working with
ki ds.

(Laughter.)

M5. LEVIN. | was just going to say, but with
you, you're a much less difficult audi ence, because you
have to do songs and dance with kids, you don't have to
with adults, because you'll listen.

| thought 1'd like to start first of all by
getting a list of what are the el ectronic nmechani sns
that you either are using now or in your dreans would
like to be using so that we have sort of a working |ist,
and then we will go through themin nore detail again.

So, | just want to be sure we have the world of
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el ectroni ¢ mechani sns.

And | always prefer volunteers, but you know in
school roons, that hardly ever works either. You wll
get a few eager hands and the rest you will just have to
call on people.

So, let's start just in sequence here, Ron, if
you could start with electronic nmechani sns that you
think are, you know, viable options for online consent.

MR. PLESSER. Well, that's a different question,
but electronic mail | believe is viable in circunstances
as Cassidy had laid out, but I think that one of the
current features is electronic mail certainly with the
presence of a credit card, | think is nore what you're
general ly | ooking for.

M5. LEVIN. |1'mnot |ooking for anything in
particul ar.

MR. PLESSER: Electronic mail with a credit --
with and without a credit card, two categories.

M5. LEVIN. Ckay, next.

M5. HARRIS: Well, the libraries use nothing,
because they collect nothing, but it's our view plainly
that e-mail is an appropriate nethod of collection, and
noreover, that it is no less verifiable than any of the
ot her nethods that have been di scussed.

MR. PEELER  Toby, can | just interrupt?
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For the audi ence downstairs, you have to speak
into the m crophone.

M5. HARRIS: So, we have to nove it -- oh, it's
right next to ny nanme so | can renmenber it. W have it
on both sides for those of you -- does that nean you
want my to say that again, Lee?

MR. PEELER | think that would be a good i dea.

M5. HARRIS: Ckay, | won't say all of it again.
|"mLeslie Harris representing the American Library
Associ ation, and yes, we firmy believe that e-mail is
an appropriate nethod -- | nean, that's putting aside
whet her or not we think parental verification is a good
idea in the first place -- and that it is no |less
verifiable than any other of the nethods that are
present ed here.

M5. LEVIN. And to be sure that we're clear, we
understand what you're neaning by e-mail, it's e-mail
al one or click-back e-mail --

M5. HARRIS: E-mail alone. | mean, our view
woul d be a credit card is very nice, but nost people who
use the libraries, famlies don't have access to credit
cards, which is another subject.

M5. LEVIN. COkay, and also keep in mnd, that as
Lee pointed out earlier today, that the notion of

Federal Trade Comm ssion requiring a single nethod is --
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is, you know, already | think pretty clear in terns of
our proposed rule, that we are looking at a variety of
nmet hods that woul d be available. So, if -- so websites
can have that kind of flexibility.

M5. HARRIS: Right, no, | understand.

M5. LEVIN. Al right. Eric, and it need not
necessarily be a nmechani smthat you or your organization
supports, but --

MR. VENGER Well, we are not really collecting
any personal information on our website except for --
actually, we have a very promnently posted privacy
policy on our website, and we have a conplaint formthat
people can fill out, and it explains exactly on there
how that information m ght be used, but it's not -- it's
not really targeted in any way towards children, and we
don't get conplaints fromchildren, to ny recollection

So, having said that, though, | think that the
states are very supportive of the approach that the FTC
took, which is to lay out a flexible standard to all ow
technol ogy to devel op and for industry to devel op
mechani snms that are verifiable and do actually give
notice to parents and resulting consent.

Havi ng said that, the exception should not be
construed in a way that allows anybody to say it was too

difficult to obtain consent. So, any mechani smt hat
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results in sonething that appears -- that really seens
to be the consent of the parent is probably okay as far
as we're concerned, and it seens that that's the
conclusion the FTC reached, as well.

Having said that, the FTC seens to reach the
conclusion that e-mail al one, w thout sone sort of
digital signature or sone other nechani smof verifying
who sent the nessage, is problematic, and we support
t hat conclusion, as well.

And so | would -- | guess ny contribution here
woul d be an e-nmail nessage that conbi nes sonme sort of
digital signature mechanism and exactly what that is we
woul d | eave for the market to determ ne.

M5. LEVIN. Ckay, thank you.

Shei | a?

M5. MLLAR Sheila MIllar, Keller and Heckman,
for Mars | ncorporat ed.

| think Cassidy outlined this norning the
position of Children's Advertising Review Unit or Lee
outlined or reviewed again the exenptions to the
statute. As a |long-standing nenber of the CARU Advisory
Council, Mars supports the CARU Council and gui deli nes.

Its own information collection practices do not
i nclude offering chat roons or bulletin boards for

children, and they certainly don't sell or share data to
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third parties. So, the separate parental e-nai

techni que has worked well for the conmpany and for the
types of information it is collecting, and, in fact, as
ot her panelists nentioned this norning, is very popul ar
and well Iiked by consuners.

M5. LEVIN. And we'll cone back for any details
on that, but could you just describe, is the e-mail --
what the e-mail technique is?

M5. MLLAR The e-mail technique requires, for
exanple, when a child wants to sign up for an e-nmai
newsl etter, the child receives a confirmation back from
t he conpany, and in the process of signing up, the child
is required to provide a separate parent's e-nai
address. The parent al so receives an individual e-nai
notice, which is nmuch lengthier, and | can provide a
printed out version for the record if you |ike.

The parent's notification would include sone
description of what the content is on the site. The
types of information that would be contained in the
notice, both notices, both to the parent and to the
child, contain instructions on how you can unsubscri be
and t hen subsequent notices, of course, to the child
with the newsl etter updates woul d al so have the
unsubscri be i nformation.

So, it's a fairly straightforward process but |
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think perhaps a little bit nore descriptive in terns of
the content of the site and as coupled with an
invitation to the parent to visit the site. And so like
many of the other comrenters this norning, the conpany
has received a significant nunber of e-mail from parents
conplinmenting themon the site, on the notification
process and expressing appreciation for getting these
e-mail notices. They like the sinplicity of it.

M5. LEVIN. Thank you very nuch.

Dan?

MR. JAFFE: Dan Jaffe, Association of National
Adverti sers.

W al so want to conplinment the Conm ssion on
their focus on flexibility in the rule, and we believe
that a part of this flexibility that e-mail systens
should certainly be given very careful consideration as
a nmeans of verification. As was noted, the e-nmai
system nmay be as verifiable as sone ot her systens that
are offline.

It's been nentioned that the e-mail systens
shoul d -- have so far been coupled with either a credit
card or a digital signature, which | think is fine, but
| think the FTC should be very cautious in not limting
the -- this approach to any one nechani sm

I n our subm ssion to the Comm ssion earlier, we
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tal k about passwords or PIN nunbers, but we're not
saying that that's the right way either. W should

| eave as nuch flexibility in this area to neet the
requirenents as long as it neets what the FTC and the
| aw requires, which is that it creates a reasonable
I'i kel i hood that you are reaching the parent with your
notification.

So, | don't think there should be any one magic
answer, that the credit card may not be the magic
answer, the digital signature may not be the magic
answer, though they may work for particular groups, PIN
nunbers we nentioned, but we don't necessarily think
that's the nagi c answer, but any systemthat gives you a
reasonabl e expectation that you' re reaching the parent
shoul d be good enough.

M5. LEVIN. Thank you.

Kat hari na?

M5. KOPP: Kat harina Kopp, Center for Media
Educat i on.

We're | ooking at obviously what the regulation
requires, and it clearly states that it has to be
verifiable that you are actually dealing with the
parents so that you can ensure parental involvenent, and
SO we don't believe that -- currently that there is a

mechanismthat's electronically based that would ful fil
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that requirenment, and so we support what the FTC has
al ready said on record in the June '98 report where it
specified what it -- what's nmeant by parental consent
and what nmechani sms woul d work, which is for consent,
fax, credit card, and in the future, digital

si gnat ures.

So, we are, you know, we welcone digitally based
consent nechani sns, but we don't see right now any
mechani sm that woul d satisfy the statute.

M5. LEVIN  Ckay.

Leanna?

M5. LANDSMANN: |'m gl ad you said the final one,
"in your dreans," because we don't think that the
perfect one is out there, but we very -- speaking for
the Tinme Warner sites that reach kids, these are free,
content-rich sites, nost of which do not have a revenue
nodel. | was interested this nmorning on the first panel
about big conpanies nmaking a | ot of noney off kids'
websites. [It's not true.

We very strongly support e-mail acconpanied by a
digital signature and would |ike to see an e-nai
parental verification systemin place nowwth a short
sunset period in which we would all work to identify
what's -- what we hear is around the corner that wll be

ubi qui t ous, easy to use, cheap, easy to access no matter
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what your incone |evel and where you are geographically,
and honme and school friendly.

And we've cone to this position based on
interviewng -- talking to kids, teacher board, parent
board and student board, and in view ng fol ks who use
ot her websites that we have. And the "in our dreans,"
it would be sonething that's, you know, ubiquitous, easy
to use, cheap. It would have sone sort of a mechani sm
that would all ow teachers to use what is increasingly
common in schools, which is parental perm ssion.

| don't knowif you're famliar with it, but
nmost school s now have sone sort of internet use policy,
and these -- these vary by district, they vary by
school, but al nost every single school is creating these
t hi ngs, and our teachers, since about two-thirds of the
activity on the TIME for Kids site, for exanple, is
during school hours, we want to make sure that there is
sone nmechanismbuilt into the digital signature that
doesn't make it cunbersone yet again for teachers to use
this site for the kinds of interactivity that we
envi si on.

One of the kids said, Wll, as long as you're
creating this thing, make sure that there's a child
notification provision in it, too, and we all |aughed,

but that's -- it's -- the child notification provision
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is that we have a |lot of parents and kids who get on the
TIME for Kids website together, and we have -- we hope
to institute an online version of this, Famly Readi ng
with TFK, where kids put their -- give their responses
to an article that they' ve read and the parents give
their responses to the article they read and they bounce
them-- right nowit's all being done on paper -- they
bounce them back to us, and we have this sort of very
awkwar d paper community of people who are responding to
the things that they read in TIME for Kids.

But down the line, we would be able to -- we
woul d |i ke to use the potential of the Internet to

pronote this kind of activity. So, the "in our dreans"

woul d be ubi quitous, easy to use, cheap. | have to be
able to -- if it's downl oadable, | have to be able to
download it. | can't call Marcella fromacross the
hall. And it has to allow for schools to be able to use

it and probably use the parental consent that schools
are being given.

| did have one other thing that one teacher
suggest ed and one parent suggested that it would be
useful to have a registration tinme period -- and | know
sone of them already have a registration tine period --
but we don't want this thing to be every transacti on,

but there ought to be certain kinds of things that you
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can go on and if it's responding or sending your letters
to the editor, the -- there are -- that parents ought to
be able to say, "My kid can do this for this schoo

year, ny kid can do this for this tine period," so that
parents feel very strongly that this should not be an
every-singl e-transacti on nechanismif the kinds of
activities are going to be supervised.

M5. LEVIN. Okay, thanks very much.

Ji n®?

MR TEICHER First, | want to preface this by
saying that CyberSmart! is actually in the business of
devel opi ng an authentication online solution for
parents, children and schools, and I want to add digital
certificates along with e-mail, but also | have to say
that, you know, | think that it's not as nuch a matter
of the technol ogy, you know, as the processes.

| think that just putting a |ist of technol ogies
is -- is great, but I think that the process has to be
easy, it has to be inexpensive, you know, it has to be
ubi qui tous, has to have value to kids, and kids have to
want it in order to for it to work, also.

And | think that we have to keep all these in
mnd, and this is what we clearly have in mnd as we're
bui | di ng these processes.

M5. LEVINN And we'll cone back to hear nore
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about the service that you're devel opi ng.

Eric?

MR. ALEDORT: Thank you, Toby.

| would Iike to just urge the Conm ssion to
remenber that one of the key goals is to drive kids to
sites that do protect their information and treat kids
appropriately, and we're very concerned that asking for
credit cards, requiring a fax back, requiring a mail-in,
will actually |l eave kids out of the sites where they
shoul d be spending tine into places that either aren't
designed for kids or don't conply with the nethods that
you want themto

We believe very strongly in kind of a safe
har bor environnent where if a conpany is collecting
m nimal information and not distributing it to any third
party and not marketing to children in any way, that an
e-mail verification opt-in by a parent is sufficient,
and that's what we do, while the idea -- if you would
like to sell your list or you would like to send a
newsl etter to your child or sonehow nmarket to the kid,
different levels of verification would be appropriate,
whet her that be digital signature, even a credit card,
which again we're fairly strongly opposed to because of
t he di senfranchi senent issue, but we |ook at a sliding

scal e.
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M5. LEVIN  Ckay.

And Ji n®?

MR. BRANDT: Thanks, Toby.

Well, as a PKI technol ogy provider, VeriSign
sees a digital certificate or public key technol ogy
really as a nechanismto provide Internet privacy and
Internet trust, and that mechanismof digital
certificate can be applied to a nunber of different
| nt ernet communi cations protocols, and | just think one
of those is up there now, which is secure mail

Certainly there are a nunber of free tools out
there that exist today that can be used in conjunction
with the certificate to provide digitally signed e-mail,
but in addition, there's other technol ogy.

Certainly using a digital certificate to sign
web forms or a -- or an HIM. page, for exanple, is
anot her nechani sm which certainly is Internet-based,
gets into the context of a web-based scenario, but is
just a different technol ogy, which I haven't heard
addressed. So, | would add to that list digitally
signed form as another appropriate technol ogy nmechani sm
to provide electronic authenticated conmmuni cati ons.

M5. LEVIN  Ckay.

Mary Ell en?

M5. FISE: Well, | think this all goes back to
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that key word in the legislation, which is "verifiable,"
and, of course, we take the position that e-mail al one
is not verifiable.

Wth respect to sonme of the things -- or one of
t he ot her suggestions, | just want to comment that we
have concerns about e-nmail plus credit card al one as
bei ng a singul ar option because of access by a range of
consuners, and also I'm-- consuners -- we have concerns
about proliferation of credit cards and credit card use,
and we don't want to see this as the nain password to
using the Internet, to have folks get into a credit
system when they m ght not already be wanting to obtain
nore credit cards for use, et cetera.

M5. LEVIN. Ckay, Paul?

MR. HERVAN:. Great. Thanks, Toby.

Al so, we would |ike to thank the Conm ssion for
bei ng extrenely accessible, both by e-mail and phone,
t hough there is no 800 nunber yet, for being
col | aborative and --

M5. LEVIN. There actually is an 800 nunber that
we have rolled out just recently. It's FTC --

MS. BERNSTEIN. 877-FTC HELP

M5. LEVIN. FTC-HELP, | know it by the words and
not by the nunbers.

M5. BERNSTEIN. And | want you all to report
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t hat .

MR. HERVAN. So, | will save everyone tax
dollars and still call on ny dine.

For being extrenely collaborative and team
oriented outside of the Comm ssion as well as inside the
Comm ssi on and bei ng consci entious of industry as well
as consuners. | think we are fans of a sliding scale,
mai nly for one of the points that hasn't conme up yet, is
there are different uses for information, and so there
shoul d be different rules or guidelines for those
di fferent uses of information.

There is no | aw agai nst having a free content
site which anyone can access, and you don't need to
provi de personal information to go to a free site. |If
you' d |i ke sonme degree of personalization and
custom zation, there can be a fee and there can be a
charge in terns of personal information, and if you'd
like to share financial information, there's a cost and
a benefit to doing that, as well.

So, | think we're fans of the sliding scale, and
we have sonme suggested technologies to add to the |i st
and sone suggested processes, but | think the Comm ssion
is fully conscientious of focusing on the results and
the results with auditable accountability. So, | think

we'd all like to be kept to the sanme outcones and
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results and goals but not m cro-manage the process or
t he technol ogi es necessarily.

That being said, here are sone potenti al
technologies to keep in mnd. O course, e-mail has
al ready been listed, and e-mail with sonme previously
verified account, potentially an ISP, |like an ACL or an
Earthlink. The key domains that we found in parents
signing up their kids for comerce services have been
ACL nunber one, which is where many parents and ki ds and
teens hang out; Yahoo, nunmber two, which is a free

service but can be personalized and custom zed; and

Hotmail, which is a free service and has nore than 50
mllion accounts. So, in terns of e-mail itself, there
is not always a -- you are not always preverified,

especially with a Hotmail account, where you can have
several per person.

O course, since our site verifies parents
through a credit card or debit card or other trusted
financi al account, we believe that since nost financial
accounts are for adults who are over 18 and they are
enforceable contracts wth adults over 18 or through
trusted accounts with mnors under 18, that that is a
met hod, agai n depending on the type of service that
you'd li ke to provide and the type of personalized or

custom zed information that you'd |i ke to provide.
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O her technologies to keep in mnd aren't just
sitting at the conputer or potentially at your web TV or
your soon-to-be set-top box but al so portabl e devices.
So, those would include cell phones, two-way pagers,
your personal -- your PDA, your PalmPilot, and so there
are additional ways to have access both personally as
well as in the field.

There are conpani es who have stand alone -- |ike
your bank branch at your grocery store who will have
stand alone verification. Today that's a PIN. In the
future it could be fingerprint, could be retinal scan,
coul d be body heat scan, but will nost |likely be voice
recognition next, and those are nearly ready for prine
tine.

And then, of course, any current account with a
user I D and password, and sonething | haven't heard
di scussed yet is if there's a previous database, which
as part of the governnent or a nonprofit entity or sone
other trusted entity as to whether that universal user
| D and password is an appropriate nmechanismso that you
do parental verification once.

Parents are not interested in our focus groups
and in our custoner relationships with signing up for 15
or 20 different registration nmechanisns. They |ike the

choice and the control over that; they do not like the
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hassle of it.

And then finally, digital IDs and authorization,
again, nost likely being tied to sonething that is a --
not a hassle for the consuner, |ike a voice recognition
is probably the nost |ikely technol ogy.

M5. LEVIN. Could | ask a clarification or the
-- you said the previous databases. Could you give ne
an exanpl e of what you're thinking of?

MR. HERVMAN: There -- there -- | don't see any
in use today yet, but businesses collaborate. For
exanpl e, when Charles Schwab and the Excite At-Hone
Network recently did a joint -- conbined their
busi nesses together, you can sign into the portal at
Excite with your Charles Schwab password. So, they have
conbi ned their customer databases together, and it's
essentially seanl ess.

It was a surprise to the custoners that you
could do this and a service and value to the custoners,
but both are trusted accounts, both the portal account
and your financial account, were trusted accounts as
they nerged together. So, there's not sonething |ike
that on a broader industryw de basis, but there's the
potential for that, and so the question would be, is
that sonmething of value? Are there or can we add -- can

the privacy risks be addressed so that if that central
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dat abase were hacked, that privacy information would not
be easily available, how would it be encrypted, various
met hods |i ke that.

But again, Toby, just wanted to outline various
technol ogies to keep in mnd, as technol ogy noves
qui ckly, and process suggestions, but keeping us
accountable to results would make sense froman industry
poi nt of view.

MS. LEVIN. Thanks very nuch.

Jason?

M5. CATLETT: Thanks, Toby, Jason Catlett from
Junkbusters.

I"'ma little concerned about the privacy
i nplications Paul raised of, say, requiring the parents
to submt to a retinal scan or a DNA test in order for
the parents -- for their kids to enter a sweepstakes, so
| think we have to bear in mnd that privacy protection
is the goal that we have here.

However, |'mdelighted that Paul is enthused
about being -- conpanies being auditable for the
outcones rather than the sinple particul ar nechani sns,
and it's great that we have this list of options here of
-- that conpanies are exploring.

|'"d like to draw people's attention to the

options that they decided not to provide because their
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direct commercial interests are in conflict with
privacy.

Now, a bit of comon sense and experience wll
tell you that a very effective way of avoiding junk
e-mail, for exanple, is to make sure that spamers don't
know your e-nmail address, and generally a good way to
avoid an invasion of privacy and m suse of your
information is to nake sure that that information i s not
associated wth you personally.

So, think of anonymty as the solar power of
privacy. It's infinitely renewable and it doesn't
pollute, but is it too expensive or unsuitable for the
j ob?

Well, in nost of the tasks that we've heard
descri bed today, anonymty or pseudonymty is perfectly
suitable for the tasks. For exanple, Rebecca told us
about how children can save their artwork on MaMaMedi a' s
server and cone back to it later, and Kris Bagwel| gave
us the exanple of wanting to be able to tell a child if
t hey' ve won a contest.

Now, there are nmany applications where there are
good reasons to nmaintain consistent information about a
visitor in order to personalize the experience, but is
it necessary to collect an e-mail address or any other

personally identified information in order to do this?
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No. And many, many, technical neans are available to do
t his.

For exanple, a website can ask a user to book
mark a page as a uni que, pseudonynous identifier, and
t hen when the person returns to that website, you
automatically identify that person pseudonynously. It
can al so be done with cookies, which generate their own
privacy problens, but that requires no action by the
child to identify thensel ves. The pseudonynous identity
is avail able i medi ately when they return.

It's also possible for a site to generate a
| og-in nane and a password that are uni que but are not
associated with any personal information. |In fact, this
gets over the problemof two users both asking for the
user nane "purple.”

So, why do conpanies want to collect e-nail
addresses? Well, the answer is so obvious to any
I nternet marketer that the question would never even
occur to them Marketers want to increase the
stickiness of their sites, as they call it, to keep the
visitors comng back to their site instead of going to
one of their many conpetitors who are only a click
away. And as Jorian said, nost of these conpanies are
not maki ng nmuch noney now, but they're hoping to nake a

pile of noney in the future by building an asset that's
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val uabl e.

The currency of those assets in today's
| PO-crazed web worl d are page views, because they can
sel|l advertising proportional to the nunber of page
views, and regi stered users, because this indicates a
relationship with a conpany that |asts |onger than a few
seconds.

So, all of the economc incentives for conpanies
are to ask at every opportunity for an e-mail address or
ot her personalized information, even if they don't need
that identification for providing the service that
t hey' ve proposed to the user.

Anot her reason they want an e-nail address is so
that they can sell information associated with that
e-mai | address, possibly after the child exceeds the --

M5. LEVIN. Jason, |I'mwondering if we can save
t hat di scussi on about the costs and benefits when we go
through -- and we wll nake sure that we get to that
one.

M5. CATLETT: Okay. So, I'll just sunmarize in
one sentence, then.

MS. LEVIN. Pl ease, thank you

MR. CATLETT: That it's in the economc
interests of conpanies to gather as much data as they

can usi ng whatever pretext consuners mght find
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pl ausi bl e and to provi de abundant opportunities to
provi de services in anonynous and pseudonynous form

M5. LEVIN. And we definitely would like to get
i nformati on about that in the next phase.

Ckay, yes, Jinf

MR TEICHER: | just want to say, you know,
there really is a balance that nust be struck between
anonymty and accountability, particularly when you're
tal ki ng about children and parents online. The fact is
it's been communications functions, a |la chat and
e-mail, that have historically driven the Internet and
its predecessor from day one.

This is what -- what kids like to do. This is
what they want to do. This is what people want to do,
communi cate online, and unless there's a degree of
accountability that's established, particularly with
children, there -- there won't be a responsible | evel of
behavior that -- that is critical, that -- that parents
need, that commercial websites need in order to have
trust and confidence to grow, and that's really what we
need to achieve here, and we can't discount the val ue of
accountability.

MS. CATLETT: Sure, there is certainly an
i nportant place for accountability, but let's not grab

identity in the nane of accountability and then use it
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for marketing purposes.

M5. LEVIN. Okay, let's go ahead now and | think
we've got a list -- a working list, and it | ooks quite
extensive, and we will try and, as they say in the
online world, get nore and nore granul ar about all these
mechani snms one at a tine, but we have a couple of people
who have asked to speak, and we will try and -- if you
keep your comrents short so we can go ahead and talk
about the individual nechanisns.

Ron, you're first.

MR. PLESSER: Thank you, Leslie.

M5. HARRI'S: Sure, Ron.

MS. LEVIN. Please identify yoursel ves.

MR. PLESSER: Ron Pl esser representing D rect
Mar ket i ng.

There should be a concept of e-mail plus where
you can have e-mail but where questions can be asked and
only the adult is likely to know, |ike who your ISP is,
zip code and town affiliation. | think there's other
guestions that could be asked that could help verify
it.

Again, this has to be seen in the context of the
statute. Since the statute was nentioned tw ce today, |
think it's very -- by Katharina and Mary Ellen, | think

it's critical to read the statute and al so to neke
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reference, Toby, to the exceptions that you have up on
the wal | .

The statute says, "The term'verifiable parental
consent' means any reasonable effort, taking into
consi deration avail able technol ogy," so before we even
get into tal king about verifiable consent, it's any --
it's not just reasonable effort, it's any reasonable
effort, and so | think industry has a responsibility and
the FTC has a responsibility to | ook at reasonabl e
efforts that can ensure notice and consent.

"1l also point out that in the exceptions
thenmsel ves, | guess the second exception is an exception
to verifiable consent to collect the e-mail address of
the parent and the child. | wonder why that would be in
the statute if not so that the parent and child could be
contacted on e-mail.

| think any rational concept of |egislative
construction would -- would require the idea that e-nai
woul d be seen, and | think the avail abl e technol ogy
sentence that -- quote that | gave just a nonent ago
indicates that this may change over tinme, and it nay be
t hat what works today won't work in five years or that
there's a better solution in five years, and so that we
shoul d perhaps take what approach we need and put a

sunset in.
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And the final question on the sliding scale
whi ch was nentioned, |I've had a | ot of experience in
i ndi vidual cases as well as working with the Comm ssi on,
and | think | could not agree any nore with what Cassidy
said this norning. The concern, | think the safety
concern here, is the enpowernent for kids to get free
e-mai | address or posting.

| think that's significantly different than a
| egiti mate exchange of information with a site, and if
we can separate those issues, if we can | ook at
verifiable consent perhaps at a higher standard, the way
Cassi dy suggested, where there's posting or where
there's an ability to communicate to third parties, and
then |l ook at a nore flexible approach when we are
dealing with collection and interchange and nore of the
one-on-one comuni cation, | think that's the way we get
out of this. And | just commend CARU and Cassi dy for
what | thought was a really brilliantly stated
appr oach.

M5. LEVIN. COkay, Leslie and then Eric.

M5. HARRIS: Leslie Harris representing Amrerican
Li brary Associ ati on.

Wll, | want to associate nyself with al nost al
of Ron Plesser's remarks. W always find oursel ves

sitting next to each other but not always in agreenent,
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but I wanted -- you know, we're talking a | ot about what
i ndustry does versus parents, and | want to, you know,
put on the table that | anguage about reasonable efforts,
et cetera.

Much of what was going on in the negotiations
around this bill, and that's when we did identify that
there was another interest at stake, and it's an
interest of great inportance to the American Library
Associ ation, and that's children's access to information
in the context of the nmediumthat we are functioning in,
and that nmediumis fast and it's interactive.

So, what | would urge, you know, | nean the
ALA's goal in that bill, which we achieved in part but
certainly not in whole, was to try to keep that bal ance
intact. | don't think we want to be in a situation of
destroying the village in order to save it here.

And when | | ook at sone of those approaches, you
know, beyond e-mail in ternms of online, we're noving
agai n into, nunber one, situations that could be as
vi ol ative of privacy as any possible collection of
children's information, and al so extrenely burdensone in
terms of tinme and parental response, and three, not one
of themis going to deal with the parent who doesn't
speak English, the parent w thout access to technol ogy

except through their children, in schools and libraries
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and community centers.

And | think in the context of this conversation
about verifiable consent, we have to go back to whet her
any of this is going to becone a plus at the end of the
day for those children, you know, whose parents are
absolutely wthout their resources to respond to this or
have the interest and inclination to do so.

M5. LEVIN. Eric?

MR. VENGER | think we all would agree with
what Leslie was saying about trying to bal ance conpeting
concerns, on the one hand making this -- whatever
mechani snms that are devel oped fast and easy for parents
to use so that they are not overly burdensone and so
that they don't hanper the devel opnment of electronic
technol ogy or the el ectronic narketplace, but at the
sanme time we don't want to conprom se what we think is
an inportant goal, which is obtaining parental consent
before children are interacted with -- online with
mar ket ers.

M5. HARRIS: FEric, can | just clarify
somnet hi ng?

My concern is not with the devel opnment of the
interactive marketplace. M concern is with children's
access to information, and to ne the -- you know, as |

said, there is one bal ance, which is the narketers
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bal ance, you know, are devel oping the market. The

bal ance |I' m concerned about is children getting on this
technology and finding that it is valuable and that
their eyes are driven to kids sites, because those sites
are accessible to them not an increased burden.

M5. LEVIN. | think it's inportant just to
mention that the focus of the discussion is on
collection of information fromchildren and not
children's accessing a website, but --

M5. HARRIS: | understand that.

M5. LEVIN. Okay, Eric, continue, please.

MR. WENGER But | think the reason that Leslie
and Ron agreed with each other is because there's a
common perspective there, which is increasing access to
children to reach the -- these kinds of information
W t hout undue burdens is -- it shares the sanme goal as
t he busi ness community has of devel opi ng the market pl ace
and not inposing undue hurdles on their ability to
devel op their businesses.

And | hope | didn't m scharacterize what Leslie
was saying there, | didn't nean to do that, but | would
like to come back to coments that were nade by Veri Sign
and by CyberSmart!, and | think that they raise a very
i nportant point, which is that a ot of this technol ogy

is out there. It's just that there -- for sonme reason
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there is a difficulty in devel opi ng nmonentum behind a
particul ar technol ogy.

And | think that that's one of the really
i nportant things about this Act and about these rules,
is that hopefully they can set a baseline of
governmental regulation that will set the goals, set the
bar, and then, you know, a flexible nethod to all ow
i ndustry and the marketplace to figure out how to neet
t hose goal s under the supervision of the Federal Trade
Comm ssion and the states who also will have a role in
enforcing this Act, as well.

And | think that one of the things that we're
all having trouble grappling wwth is in the absence of
t hese nechanisnms for verifying your identity online, we
use substitute mechanisns, proxies, like credit card
nunbers or Soci al Security nunbers, and the problemwth
using it is that information is the sane. It's -- it's
very nmuch like a private key encryption system

If | give you ny credit card nunber or ny Soci al
Security nunber in order to verify who I am now you
have that information, and it can be used for other
pur poses beyond what it was originally intended for, and
that's why it's so inportant for us to devel op sone
mechani sns for authenticating who you are that doesn't

gi ve away your identity, at the sane tinme prove who you

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



146

are.

And that's what's interesting about public key
met hods of encryption, where | have a password that
verifies who | am but | don't actually give that
password to you. | type that password in and it creates
a signature or a certificate or sonething that proves to
you who I amand that | have authority to say what |
say, and it doesn't conpromse ny ability to use that
sane password again with sonebody el se.

Wien we use credit card nunbers or Soci al
Security nunbers to authenticate who we are, then that
informati on ends up in databases, and who knows what
happens to it? And that's what's kind of scary about
it, about the use of credit cards.

M5. LEVIN. Ckay, what |1'd |like to suggest is to
try and keep the discussion focused on particul ar
mechani snms and devel op sone context for each one
sequentially, and I know several of you have asked to
speak.

MR VWENGER I'Ill just finish with saying that
|"mnot going to lay out what | think are -- or the
states are not going to say what they think are the
optimum technol ogies for doing this, but we hope that
the result of this discussion will be that the

mar ket pl ace will hel p devel op sone of these solutions
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under the supervision of Federal Trade Comm ssion and
that this will help solve sone of these problens.

M5. LEVIN. Well, let's explore the nmechani sns
one by one, and we'll start with the sinple -- the first
one we started off with, the click-back e-nmai
mechanism |If some of the sites here have experiences
with that mechanism we would be interested to hear how
t hat has worked and any -- any comments on what the --
what the cost or benefits would be, sinply a click-back
e-mail. And if there is no proponent or comment on
that, we wll nove on to the next one.

Yes, Eric or Paul?

MR. HERVAN: Yes, we have had sone experience
with that --

M5. LEVIN. ldentify yourself, please.

MR. HERMAN:  Sorry, Paul Herman from i CanBuy.

Essentially when a sign-up takes place at the
i CanBuy site, you need to identify yourself as a parent
or a kid. You need to self-select. And when that
happens, of course, a little screen pops up and says,
"Are you a parent, are you a kid?" And we are not
trying to collect birth dates to verify that.

What happens is you -- as you go through the
sign-up process is a fair anount of our sign-ups are

abandoned once you get to the -- once you get to the
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shopping cart.

Subsequently, a -- an e-mail goes out to say,
Did you have a problemw th the sign-up process, is
there sonething wong? It's a one-tine e-mail that goes
out, and you can click back fromthat e-nmail back into
t he subscription procedure, and if you're a parent and
you had a problemand you truly had a problem you can
get back there.

What we've also found is that a fair anount, you
know, | don't have the exact nunber, but it's nore |ike
10 percent have parents and kids share e-mails. So, if
a kid starts to sign thensel ves up, goes back, gets an
e-mai | back, the kid can actually pick that up, so that
the risk is -- for click-back e-nmails is the uni queness
of that e-nmail address to a particular kid, teen or
parent .

M5. FISE: How do you know if it -- when you
ask, are you a kid or a parent?

M5. LEVIN. Please identify yourself if you're
aski ng questi ons.

M5. FISE: I'msorry, Mary Ellen, just asking
for a clarification.

You said that there's an initial question, are
you a kid, are you a parent.

MR. HERVAN.  Right, it says, "Cick Here." It
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says, "Teens or Kids, if you have a parent around,
proceed to the sign-up. |If you don't, fill in your
parent's e-mail so we can ask themfor their
permssion." So, it's a -- it's a self-selecting
pr ocedure.

M5. FISE: What if they select parent?

MR. HERVAN:. And if you select parent, you go
there -- you go through the sign-up process, and then to
conplete the sign-up process, you need a credit card,
and since --

M5. FISE: So, it's really not click-back
e-mail. It's e-mail plus credit card really to verify
it. Is that --

MR, HERVAN. It's a process to get you back into
a verifiable system

M5. LEVIN. Okay, | think we would like to start
off wwth sinply a click-back e-mail consent. The
consent is conveyed sinply by clicking back with an
e-mail .

Is there a comment on that specific point?

Eric? You' ve been waiting.

MR, ALEDORT: Yes, | would just like to describe
very briefly the D sney practices, which were really
devel oped --

M5. LEVIN. But let ne just hold you off,
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because that's not really a click-back e-mail, unless
you are going to describe your previous -- it's what we
call a confirmation e-nmail. 1'mtrying to draw a |ine.
A click-back e-mail is where there's a button that says
"Submt your consent,"” that's it.

MR. ALEDORT: Well, the parent -- that's what
the parent gets. The parent is asked to verify the
account with -- by responding to the e-mail.

M5. LEVIN. But you have sone additional
features in addition to that. It's -- as | understand
it, it's a confirmation back. 1s that correct?

MR. ALEDORT: Well, the parent -- the parents
must respond to the e-mail in order to activate the
account. So, it is an opt-in, not an opt-out, but you
don't -- the account is not a verified account until the
parent has responded.

M5. LEVIN  Ckay.

MR. ALEDORT: For ne, they are very simlar, and
| just wanted to talk a little bit about our experience
so far --

MS. LEVIN. (Ckay, sure, go ahead.

MR. ALEDORT: -- and why we think that's been
very successful.

First of all, one of the inportant points is

that on the Disney famly of sites, the comunity
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activities would consist of bulletin boards, which are
nmonitored within an hour of posting; chat, which are
audi torian chat, so everything is reviewed before it
goes up; and contests, where if you were a w nner, you
woul d actually need to go -- to have another step to
verify that you' ve won a car or a trip

M5. LEVIN. What is that additional step?

MR, ALEDORT: That additional -- if you're a
contest winner, we get a witten affidavit, and we would
support that -- the sliding scale where if you're doing
sonething differently or you have to get the child's
actual offline address, you would need to take extra
steps to get that, and that's why we only ask for the
bare m ni mrum anount of information to establish an
account and sone kind of identity to Jims theory that
you do need sone accountability.

What we found with our -- so, a child cones to
our site, registers to be allowed to post a nessage on
the Zoo bulletin board, and we ask for the parents’
e-mail address. The child -- it is a self-selection
process. The child nust identify hinself as a child,
and in this world there is sone |evel of trust that you
have to begin with, and we've found that if a child is
going to take the step of identifying thenselves as a

child, there is very little likelihood that they wll
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then try and circunmvent that selection by responding to
their parents' e-mail

And the -- just to throw out sone nunbers for
the group, we get about a 33 percent yes response rate
from parents where they have responded within 14 days of
receiving an e-nmail that they want their child to have a
val i dated account; a 33 -- a 30 percent, no, | do not
want ny child to have a validated account; and 37
percent who never respond.

So, we're very pleased with those nunbers and we
think that actually represents a true sanpling of what's
going on. Qobviously at 37 percent no response, it's
still very high, and, you know, we have concerns t hat
even this nethod is leaving a |lot of people with
unval i dated accounts who never cone back, because we
have to renenber, the kids are probably five steps ahead
of their parents, and the idea of having a parent go
t hrough extra hoops to sign up for a public key or
sonething like that | think will still prove very
difficult in this day and age.

MR. MEDI NE: David Medine fromthe Federal Trade
Comm ssion. Could | just follow up with a question?

You had said that 33 percent click back yes.
take it that you're inferring that because it's not a

much hi gher nunber that the kids are not clicking back
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t hensel ves.

Do you have any evi dence beyond that suspicion,
any enpirical evidence through subsequent kinds of acts
with children or parents that would confirmthat the
vast mapjority of the 33 percent yeses are, in fact,
parents clicking and not kids clicking back?

MR. ALEDORT: W have -- we have never had a
parent cone and send us an e-mail |ater saying, My
child s account was incorrectly validated, please take
themoff. |It's never happened in three years. So,
that's why -- we don't have hard, enpirical evidence
that those yeses are parents versus kids, and | know,
Toby, you were interested in the nunber of accounts that
have both a parent e-mail address and a child's e-mai
address that's the same, and we found that to be about
40 percent.

| think a ot of people don't like to set up
mul tiple e-mail accounts for a household, and parents
like to have control over all the e-mail comng into the
house.

MR. HERVAN. And if | could just build on
that --

M5. LEVIN. Please identify yourself.

MR. HERVMAN:  COh, sorry, Paul Hernman.

It's not as high as 40 percent of sanme e-nmail s,
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but it's in the 10 to 20 percent range, and essentially
internms of the a third, a third, a third, we find that
the perm ssions' point of view that about a third of the
parental perm ssion settings in terns of using your
noney are very tight, approve anything. A third are
| ooser, use it however you'd like. A third are variably
set interns of -- in terns of perm ssions on the site.
MS. LEVIN. So, Paul, let nme just go back. You
said that you found that 10 to 20 percent of
participants at your site, children and parents had the
sanme address?

MR HERMAN: That's correct.

M5. LEVIN.  Now, | know there are sone ot her
peopl e.

Yes, please, Leanna.

M5. LANDSMANN:  Wel |, Leanna Landsmann, TIME for
Ki ds.

In our filing we described a N ckel odeon
experience where to participate in a contest a child
woul d enter his or her first nane and a parent's e-mail
address. N ckel odeon would then send them-- an e-nmai
response to the parents indicating the child s desire to
participate. The e-mail gave the parents a choice, et
cet era.

Even the system was designed for opt-outs, 96
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percent of the parents whose children wanted to
partici pate decided to communicate with them and opted
into the program and, you know, we all took that as a
really good sign, that parents appreciate the efficiency
of e-mail and are actively doing things with their kids
online. That's one exanple.

The Cartoon Network has had a recent experience

where they offered both online e-mail-based opt-out and

consent and offline, and I don't -- in ny big pile of
show and tell papers here, | don't have the data --
t hose percentages, but | can -- | can dig themout. One

percentage is really easy. There were no offline
subm ssions, and there were only online subm ssions, and
that's very telling.

M5. LEVIN. If you could obtain that specific

information and add it to the record, that would be

hel pful .

M5. LANDSMANN:  Well, mark us down for zero
percent on the offline. Also, | know you want to keep
to this point. | would like to cone back to Jason's

poi nt about anonymty, about which | feel very strongly,
at sone point before we cl ose.

M5. LEVIN  Katharina, you had sonet hing.

M5. KOPP: Yes, Katharina Kopp, Center for Media

Education. | just wanted to go back to the nunbers we
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presented this norning. W found that those sites had
used e-mail consent with a few exceptions with regard to
Di sney, used it as an opt-out nechanism that they
basically collect information first and then send the
information to -- an e-mail to the parent saying, you
know, we just collected all this information, and if the
parent doesn't approve of that, you know, they have to
take another step to -- in order to stop this.

And so this is not in conpliance with the
| egislation that clearly says it has to be a prior
parental notification and consent. | just want to nake
that point, that the way it's used right now woul d not
wor k under the statute.

MS. LEVIN. Ckay, and continuing on the topic,
Ron?

MR. PLESSER: Just a point of order. That
certainly could fall within the exception in ternms of
the notice if the information is being collected as part
of a nultiple contact. So, | don't -- | don't know,

Kat hari na, how you can say that that necessarily is
illegal. It's very consistent with the exception.

M5. KOPP: If the notice would state, for
exanple, that it was a subscription, but if it doesn't
identify how that information will be used in the

future, | don't think it would apply.
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MR, PLESSER: | don't think you' d have to
identify specifically subscription, but we can tal k
about that, and | don't --

M5. KOPP: That would be one of the exceptions.

M5. LEVIN. One at a tine, please, because
the --

M5. KOPP. Sorry, that would be one of the
exceptions, the subscription, that you coul d subscribe
and then notify the parents, say, By the way, your child
has subscribed to the service.

MR. PLESSER: | don't think it's limted to
subscriptions but nultiple contacts.

M5. LEVIN. It's multiple contacts, and the two
exanpl es that we've referred to over and over are the
contest and an online subscription, those two exanpl es.

MR. PLESSER: That's an exanpl e.

M5. KOPP: It would have to be specified in the
notice to the parent what the information is used for,
and if that's not the case, then | don't think it would
be in conpliance.

M5. LEVIN. So, you're suggesting that if the
notice doesn't describe the uses, then you can't tel
whet her it's in conpliance.

Leanna, you canme across sone data and wanted to

add - -
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M5. LANDSMANN: Yes. On this particular Cartoon
Net wor k contest, we got 71,552 consented entries online
and none offline.

M5. LEVIN  Ckay.

|'d like to see, then, if we can nove to sone of
t he nechani sns which are e-nmail plus sone acconpanyi ng
screening information that was suggested as anot her
mechanism |s there anyone who has had experience with
that, collecting any screening information in
conjunction with the e-mai|l address?

Kat harina? Al right, we will start with
Kat hari na and then Leanna.

M5. KOPP: Actually | just wanted to make the
point, | think Ron was nentioning it earlier, the option
of collecting also the zip code of the participant as a
way to verify that it's a parent. W at the Center for
Medi a Education have a problemw th that. That's
anot her way of collecting additional information of, you
know, that is not necessary in the first place to get,
you know, to increase sort of the data that conpanies
can have.

M5. LEVIN  Ckay.

Leanna, you wanted to go next?

M5. LANDSMANN: | -- wll you permit me if |

don't have an exanple of the screen informtion?

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



159

M5. LEVIN. Can you hold off then on your
cooment? [|'ll get back to you on the next round.

M5. LANDSMANN:  Ckay, prom se?

M5. LEVIN.  Yeah.

M5. HARRIS: | wanted to respond to Kathari na.
Wth all due respect, what you' re suggesting is asking
inan e-mail for additional information |ike the zip
code sonehow viol ates privacy, but to have to coll ect
all of the parents' personal information in order to
mail thema verifiable formdoes not, and | think it
poi nts out here that, you know, the question is, you
know, are we going to, you know, in the search for the
perfect ignore the good?

And the statute very clearly adopts a reasonabl e
standard, and the -- and I -- you know, there wl|
al ways be a child who will have the capacity to go
around any one of these nmechanisns, and it seens to ne,
whether it is a zip code or the nother's mai den nane or
you know, anything that m ght be -- that you -- it's far
|l ess intrusive on the parent's privacy, you know, to do
e-mail plus a question, it is far |ess burdensone on the
kid' s access to information, and from what we have heard
fromthose who actually do this, the actual response
rate is so substantially higher, it seens to be that,

you know, that online sort of neets, you know, for sort
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of bal anci ng, you know, the interests of the kids, the
interests of the parents, parents' privacy and

mar keters, that sonehow to, you know, assune every
online verification sonehowis nore intrusive is, you
know, | nust say is hard for ne to understand.

M5. LEVIN. Let ne suggest, too, that in terns
of the screening information, there are several
alternatives. One would be that the screening
information is nmaintained in your database. Another is
that you strip the information of whatever screening
information you collect so it's not necessarily the fact
that you woul d keep it.

Ron?

MR. PLESSER: And also | think the point is that
we didn't suggest address, we said town and state and
zip code, so that if it was in a small town, you would
identify the zip code. It's unlikely that a 10-year-old
or 9-year-old would know zip code, but if you did it in
a netropolitan area |i ke Washi ngton, you woul d have a
choi ce that you could verify.

The presence of the ISP, al so nost e-nai
systens you can -- you can -- you can unload the track
of how the e-mail came to you, kind of what the root map
was. | don't think many 11-year-olds know who their ISP
was. It may be the exception with ACL, but AOL is a
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consent, as we heard before this norning, is nore of a
consent - based system but there's a -- there does an
11-year-ol d know that PSInet or sonebody like that is
the ISP or Sprint? | think unlikely.

None of these questions are going to be
fool proof, but they are -- they are reasonable efforts
to ensure that they're getting parental consent.

The other thing that is just confusing to ne is
that the statute -- and | think the FTC has accepted it
-- believes a child when the child says what age they
are. So, if a child says that they are 14 or 13, the
statute directs that that child is to be believed. So,
if that's the case, |I'munsure why we think that 10 and
11-year-olds are going to be -- to ruse these sites and
kind of not only lie about their age, which they may,
but also to create essentially frauds against their
parents, and | -- | just don't think that that's
likely.

It's not consistent with Eric's experience at
Di sney. W have had no evidence of that whatsoever, and
it seens that we're walking into this with the
assunption that that's going to be the rule rather than
t he exception, and I think we have to challenge it. |
think if -- if ny 12-year-old was asked for the e-nmui

address of her father, | think she would give it, and it
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woul d be -- it would be real and honest.

M5. LEVIN. Okay, thank you very nuch.

Dan?

MR. JAFFE: | just think that both Eric and
Kat hari na have been trying to add sonething to the | aw
| nmean, at least as far as | can see, there's nothing in
the | aw t hat says anythi ng about choosi ng nethods on the
basis of how nuch privacy information is contained
withinit. It says, "Any reasonable efforts to obtain
verifiable consent,” and then you have to | ook at
whet her, you know, it's reasonably cal culated to
actually reach a parent.

| think there's a danger on the other side of
sone of the conpany groups that say this is the best
met hod. Again, if that was what the Congress was
| ooking for, then they would have said that only the
best nethod that had the highest probability would
work. It says, "any reasonable effort.” So, | think
you have to -- and | think you -- that's inportant,
because if you don't take that approach, you're going to
force out all sorts of smaller conpanies and you' re al so
going to have an effect on people who are not rich and
who do not have access to faxes and to conmputers.

So, | think the Congress in this |egislation,

working with the FTC, working with all of the interested
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groups, wanted to get a systemthat would provide a
range of solutions that gave a reasonable |ikelihood of
reaching a parent and that it was not trying to come up
wi th one solution or picking one magic bullet, as I said
earlier, and | do think, however, that a sliding scale
may be -- go to the question of reasonability in that
you may want to have nore assurance in sone
circunstances than you may in others, and therefore an
e-mai |l system al one may work where there i s no outside
sal e or chat room situati on where peopl e have cl oser
cont act .

M5. LEVIN. It was hel pful when Ron gave us sone
ot her exanpl es of screening information. |f others on
t he panel have specific ideas to add to that list, it
woul d be very hel pful

Eric, you' re next.

MR. ALEDORT: Yeah, we | ooked very seriously at
adding to -- adding a question that would be verifiable,
and we t hought about, you know, the date of your first
di ptheria shot, things |like that, which many parents
woul dn't know, but the problem | think with e-mail plus
is none of that information is verifiable. So, if | ask
for the nother's mai den nane and sonmeone wites Smth,
have no way to find out if that's true or not. The sane

with a zip code or anything el se.
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So, | don't think you actually get nore
confidence from asking an extra question that you can't
then find out if that is the correct answer.

MR. PLESSER: You can match zip code and a
city. You can see if a zip code is in the range of --

MR. ALEDORT: But you don't want to ask --

M5. LEVIN. Excuse nme, | think it's great if we
have di al ogue, but we have to make it a little nore
formal in ternms of identifying yourself and we can have
a di al ogue.

Ron, did you want to respond to that?

MR. PLESSER  Ron Pl esser.

| was just going to say | think the point on
that is you would ask the city and the zip code with the
concept that children would probably give you the wong
zip code, they would nmake it up or -- so, again, it's
not a perfect thing, but it just is another indicator
that if you said, you know, Washington, D.C., 20008,
that you knew that that was at |east within the range
I f you said 10008, you knew sonebody was neki ng
sonet hing up, and that could be easily verifiable.

MS. LEVIN. Excuse nme, | amgoing to defer to
Lee Peel er.

MR. PEELER  Actually, a very simlar question

for Eric. What if it was a phone nunber that cane al ong
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with the e-mail and -- and, you know, Di sney checked,
you know, every hundredth one to see if that cane froma
par ent ?

MR, ALEDORT: | nean, a phone nunber is a
possibility. It kind of goes against the principle of,
A, collecting the m nimal anmount of information you
actually need, and B, a phone nunber is what we woul d
define as offline contact information. So, it would
make nme nervous as a parent, why do | need to give you
nmy phone nunber to let ny kid enter a contest?

W really are open and are really trying to conme
up with sonmething that is easily -- easy to verify, like
a city and state, which you can run an algorithmto
check on that and see if that's correct or hook up with
the Post O fice, or a phone nunber, but |I'mjust nervous
about asking for nore than you need.

M5. LEVIN. | think it would be inportant that
what ever nechani sns you use you explain themclearly to
parents and why you're using them so in that context
they may be nore receptive.

Ckay, trying to follow up, Eric Wnger?

MR, VWENGER This is a little confusing to ne,
" m not used to having other Erics, and every tine
sonebody says that Eric had a point or sonething, |'m

not sure if they are tal king about ne, but in any case,
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| wanted to conme back to what Eric said, which was when
he was asked about using screening questions, he said
that you don't necessarily get nore certainty and you
sonetinmes do create privacy concerns, and that's really
the point | was trying to nake.

And for some reason | think you said that | was
calling for a magic bullet or a particular type of
technology, and I think if we | ook back at the
transcri pt about what | said, each tine | nentioned that
it was inportant, that the approach that the Conm ssion
t ook, which was to encourage flexibility and to set only
a baseline of standards and then allow the narketpl ace
to devel op the particular sol utions.

And | tal ked about digital signatures as being
one approach that mght do that in a way that would
all eviate sone of the privacy concerns that | could see
com ng up when we start to use personal information
i ke Social Security nunbers and credit card nunbers, to
identify sonmebody and to prove that they have the

authority to give perm ssion on behalf of a child.

But in no way did | nean to suggest that -- that
sone -- one of those nechanisns is -- is the only way to
go or that there's -- that there's a very limted

uni verse of solutions that may be available to us to

approach sonme of these problenms. M only point is if we
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are going to develop these nechanisns and if the
Comm ssion is going to encourage themthrough these
rules, which is | think what this proposed rul e does,
that we should be keeping in mnd other concerns |ike
privacy at the same tine.

M5. LEVIN  Ckay.

Shei | a?

M5. MLLAR Sheila MIlar for Mars
| ncor por at ed.

| just wanted to follow up on a couple of points
and maybe reach back in the FTC s own history for a
little bit of an analogy. W're talking about any
reasonable efforts here, and |I think a nunber of years
ago when the FTC did its hearings on standards and
certification bodies, you cane out with a |l engthy report
that tal ked about the desirability of perfornance
standards in general terns as opposed to very specific
hard and fast rules.

And | actually think that there's a great
comonal ity of interest between the Conm ssion staff,
representatives of the business community and the
privacy advocates around this table for that principle.

The statute already provides the performance
standard, and so perhaps one of the tasks here is to

guestion whet her sone of these nmethods are inherently
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unr easonabl e or whet her some nechani sns are sonewhat
nore reasonabl e than others, taking into consideration
t hi nk another point that we all agree on that is also
driven by the statute, that you have certain areas of

i nformation collection which are not deened to be
particularly problematic and others which are.

And | think perhaps if we focus our discussion
on the continuum and whether or not there are any of
t hese aspects that are inherently unreasonable, we m ght
spend it alittle nore profitably.

M5. LEVIN  Ckay.

Mary Ellen Fise?

M5. FISE: | just wanted to respond to a couple
of things. First off, this Eric said, you know, we
haven't received any conpl aints about this, and just the
fact that parents haven't conpl ai ned about it, | don't
think that we can take as a significant piece of
evidence right nowin terns of where we are. People may
not know or understand this whole privacy issue. They
may not know how to conplain or they don't have tine to
conpl ai n.

And | think that's true across a broad spectrum
of consuner issues, and so | hate to kind of rely on the
fact that some existing practices have been okay j ust

because we haven't been heari ng about sone conpl aints.
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Also, | think we have to remenber that this rule
goes to commerci al purposes, websites for comrerci al
pur poses, and conpani es do an excellent job at marketing
to children and enticing them and 2-year-olds know what
Happy Meal s are, and where we are right nowin tinme is
very different fromwhere we're going to be five years
and ten years down the road.

And, you know, while | don't want to put forward
any notion of inmpugning the veracity of children, the
mar keting that is done to children in broadcast nedia
and what is happening online and probably w Il expand
and grow online is very, very enticing, and so | think
we need to keep that in mnd in terns of are we going to
be doing things that is going to lead to what | would
call inpulsive false consent by a child because of the
vast appeal .

These are commerci al marketers, and the reason
they're appealing to kids is for reasons of naking
money, and | think we need to keep that in mnd as we
| ook at these kinds of solutions and what is going to be
verifiable and what isn't. | don't think that we have
seen the worst that can cone yet.

M5. LEVIN  Ckay.

Davi d Medi ne?

MR. MEDI NE: Thanks, | want to follow up on that

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



170

Sheila's coment over there about setting performance
standards, for that's the approach that the Conm ssion
has taken not only in the proceedi ng you nenti oned but
al so in many of our orders, not dictating how conpani es
conply with the orders but telling them where they have
to be at the end of the day.

My question is to the panel, | guess, does
anyone have any views on what those performance
standards ought to be? |Is there any way to el aborate
beyond what the statute says in ternms of how to assess
whet her a particul ar mechani sm neets a performance
st andard?

M5. LEVIN. And | mght throw in, the question
think the way it was franmed is perhaps what wouldn't fit
t he performance standards as opposed to what mght fit?

Ckay, Jason.

M5. CATLETT: Jason Catlett from Junkbusters.

|'"d like to propose a specific performance
standard or at least a framework for a performance
standard. If you |l ook at the process of determ ning
whet her parental consent was obtained as a test, like a
test for having Lyne disease, there's a mathematica
framework for that that's well known. You | ook at false
positives and fal se negatives. Does it say you have got

Lynme di sease when you don't? Does it say you don't have

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



171

Lynme di sease when you really do?

Now, what does that nean in this case? Wat is
a false positive and what is a fal se negative here?
Well, | think it nmeans a false positive is when the kid
gets away with pretending they're a parent, or the
conpany says, Yeah, we got consent, but no consent was
really there. A false negative then was it really was a
kid, and the parent would have consented to the use but
was prevented by sonme circunstance for doing it.

For exanple, if a fax was required, the parent
didn't have a fax machine, or if a credit card was
required, then a parent didn't have a credit card. So,
if we formulate our view of what is a fal se positive
here and what is a fal se negative, how do we bal ance
these two failures? And then we have to decide on a
sinple ratio, which is to say how many fal se positives
we wll allow or false negative?

And, you know, in the judicial system we are

used to saying, Well, we are willing to |let nine
crimnals off free for -- for the price of convicting
one man unjustly. So, | propose that we decide what is

a false positive, what is a fal se negative and what is
the acceptable ratio between those two.
M5. LEVIN  Ckay.

Leslie?
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M5. HARRIS: Well, | certainly listen to that
worry about what we would have to collect in order to
determ ne that, but let nme just suggest |ooking at it
anot her way, and that is over tine you' re going to be
able to tell sites, you know, let's just assune for the
sake of discussion we have e-mail and we have a flexible
approach with a range of possibilities.

| think one thing you have to | ook at over tine
is whether the verification nethod is driving kids' eyes
away fromthe site, assumng the site is -- has
information that kids want to see, that their parents
think they should see, et cetera, et cetera. | nean,
that -- it's just as inportant and reasonable -- | nean,
| am going to keep factoring in that reasonabl eness has
also to do wth kids' interests, not just wth parents
and conpanies, that if over tine a particular nethod
produces a significant drop-off in kids going to that
site, then we have sonehow -- then we are out of
bal ance. W have created sonething that is a burden and
a hurdle to the kids as well as to the parents. So, |
woul d urge that the Conm ssion over a period of tinme be
| ooking at those factors, as well.

M5. LEVIN  Ckay.

Leanna?

M5. LANDSMANN:  Thank you, Toby.
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This is not about screening. This is about two
comments that |'ve heard. One is, Jason, your conment
about anonymty was better than a doubl e espresso at
Starbucks for ny system and Mary Ellen, yours about the
assunption that all for-profit conpanies that are
interested in this issue are going to collect data and
sell it for purposes that you disagree with, | think we
have to --

M5. FISE: | didn't say that, just so the record
is clear, thank you

M5. LANDSMANN:  Well, what did you say? State

it again, because that's what | -- that was ny sunmary
of what you wote. | nean, you said that this is for --
that for-profit conpanies are going to -- they nay not

be maki ng nmoney now, but the purpose is to create
commerce so that they can sell to kids, you know --

MR. VENGER.  She said nake a pile of noney.

M5. LANDSMANN:  Pardon?

M5. LEVIN. | think it probably would be best if
we just continued.

M5. CATLETT: Yes, the record will be solidified
with all of those comments.

MS. LANDSMANN: | think that there's a bigger
picture here, and there's -- parents have concerns about

privacy about the Internet, but they al so have other
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concerns about the Internet, and anonymty is one of
them It is not good for us to consider a systemthat
is, as eloquent as Jason's ode to anonymty is, it is
not good to consider a systemwhere we're encouragi ng
kids to be sonebody el se.

And | think, you know, teachers nmentioned this
when we talked to them |l ast week, parents nentioned this
when we talked to themlast week, and | think it's
ironic that, you know, TIME for Kids on its Letters to
the Editor page in print, you can see "Toby Levin,

Washi ngton, D.C." W don't do that online. It says,
"Toby, Washington, D.C." It's not good for kids not to
own -- not to own their ideas.

| think if you look at this from a pedagogi cal
standpoi nt, we have to nake an assunption that -- we're
in the mdst of a school reformnovenent in this
country, and there are sone central tenets in that
school reform novenent, and whatever we do probably
ought to take these things into consideration and
somewhat align with them

One tenet is it's really inportant not to make a
nmonster out of the Internet and to have kids learn to
use it with power and purpose. | nean, if you | ook at
the data fromthe Departnment of Ed, | think three years

ago 36 percent of classroons were hooked into the
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Internet, now that's 96 percent and we're | ooking at a
hundred percent in md-2000. W're spending a |ot of
time, effort, curriculumreformto ensure that teachers
and parents can help kids use this incredibly potent
medi um for something nore than surfing or entering
contests. That's nunber one.

Nunber two, the whole literacy instruction in
this country is founded on two principles. One is that
kids read and wite for authentic purposes, and when
they -- when they do that, they are nore notivated to
read and wite than if they nake sonething up. So, one
of the things that we as educators and educati onal
publishers -- and I"'mputting TIME for Kids in this
group -- and textbook publishers aren't represented
here, they are commercial folks who want to encourage a
hi gh degree of interactivity in this community of
| earners going forward, they're kind of unaware of this
-- of COPPA and what it nmeans for themin the next 18
nont hs.

W want to do sonething that will not constrain
the very things that we are trying to do in classroons,
which is to get kids to read, respond, share, you know,
all of the research says that kids read nore powerfully
if you ask them What did you think about that when you

read it? Wuld you like to tell sonmebody el se about
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t hat ?

| mean, |'m paraphrasing the research obviously,
but teachers know that, and one of the very inportant
things that we see that the Internet provides us are
ways to share this, and we don't want kids to be
anonynous when they're sharing their ideas.

M5. LEVIN. Leanna, let's be sure, you're saying
that in terms of the way the site has worked in the
past, you would have "Toby, Washington, D.C.," and that
conveys that sense of participation to the child?

M5. LANDSMANN:  Yeah, but you know, I'min
publ i shing now because | got a Letter to the Editor
published in ny |ocal newspaper when | was in the fourth
grade, and it had ny first and | ast nane and ny grade
nunber and ny town, and that was a very big deal for ne,
and | worry as an educator about -- you know, | guess
Li nda Roberts calls it making the Internet a nonster.

| also -- you know, we have to find ways --

Kat hryn this norning referred to -- and there was an
el oquent phrase called "the new nedia culture,” and
that's true. W have to find ways to equip kids with
arnor to -- to function within this new nmedia culture,
and | -- you know, | brought something down that |'m
sure you all will be interested to find out.

There's a phoni cs book now called The Internet,
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A Ki ds' Handbook, it's a phonics reader, and it's al
about the Internet, and it has rules init. Well, this
-- | brought this because it's an exanple of how
everyone is comng around to support the positive --

ki ds' positive growh and devel opnent in this culture,
and, you know, as | said, I'"'mnot a |lawer, |I'mnot a
technol ogy specialist, I aman educator, and | think
that we need to keep these things in m nd.

So, when | hear support for anonymty, you know,
| just -- that's -- we're going in conpletely the wong
direction.

M5. LEVIN. | think it mght be helpful if there
was sonme data as to whether the children care that it's
their whole nane or whether it's sufficient that they
have their first nane. Do you have sone evi dence of
that that you could supply for the record that would
hel p?

MS. LANDSMANN: |It's anecdotal, we didn't go out
and survey them but they like to own their ideas.

M5. LEVIN. And that neans their whol e nanme has
to be displayed publicly, you think, as opposed to their
first name?

M5. LANDSMANN:  We -- we have this discussion
with kids, we have it over the phone so that we get

verifiable parental consent. W know that they -- that
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they would rather see their full nanme on it, and they
under st and why, they understand why we're cauti ous.

M5. LEVIN. And how do you go about getting the
consent to use the full nanme now? Could you just --

M5. LANDSMANN:  We call them W -- for the --
when - -

M5. LEVIN.  You call who?

MS. LANDSMANN:  We call -- well, when we get a
-- an e-mail or a paper letter, we nmake a decision, is
this something that's going to go in the Letters to the
Editor, either in the print version or online, and when
we nmake that selection, we call the kid and the parent
to get their permssion to print this, because that's
just basic -- | nean, it's not just a privacy issue.
It's a basic fact-checking issue.

M5. LEVIN. And how do you get the tel ephone

nunber fromthe famly?

MS. LANDSMANN:  Well, if it's on -- if it's on a
pi ece of paper, you can track themdown. |If it's on an
e-mail, we e-nmail them back and say, Please send us your

phone nunber so we can verify this cones fromyour child
and we can publish this letter.

MS. LEVIN. Geat. | appreciate that
i nformation.

Eric?
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MR. ALEDORT: | just wanted to respond -- Eric
Al edort.

| just wanted to respond to Mary's concern, and
| think it's a very real concern, that people really
vi ew comrerci al websites as out there to collect
information solely to market to their children, and |
think that's why we strongly support a higher threshold
if you are going to be an AOL where you're giving your
partners the data or if you're going to market directly
to the children yourself or if you're going to sell your
list.

We think that it is absolutely essential that
you get nore verifiable parental consent, and | woul d
also just like to say that we do believe that because we
haven't gotten conplaints, people like to conplain to
Disney, it's very easy for themto track us down, | get
conplaints about all kinds of things, that it actually
i s, although somewhat anecdotal, a fairly telling sign
that in three years we haven't had a conpl ai nt about
t his.

M5. LEVIN. Ckay, Paul, and then | amgoing to
try to wap up so we can break for |unch

MR. HERVMAN:. Geat, | just wanted to answer the
gquestion about netrics or possible performnce neasures,

sone frameworks that m ght be hel pful before getting
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into specific ones. The Baldridge Award in terns of
busi ness eval uating quality, the -- the government was
able to set out both criteria and suggested processes or
check boxes in order to conpete, and so a simlar
privacy and consent score card that businesses can use
for thenselves in order to neet those criteria and neet
t hose processes would be a way to hel p eval uate that,
and soneone |i ke a Gonez Advisers that does that for
financial sites and now for commerce sites through their
Gonmez. com or CGonezadvi sers. com hel ps you figure out who
ranks better on what criteria. So, that would be a
process and a franmeworKk.

Metrics, just off the top of nmy head, would be a
percent age of custoners verified, which sounds like it
woul d be close to 100 percent if not 100 percent; sone
sort of sanpling of existing custoners, as either a
suggested or required process, with the requisite
statistical analysis behind that so that you tal ked to
at | east 30 people, depending on your sanple size.

And there would be other privacy and consent
measures that would be both quantifiable as well as
qualitative that could be -- that could be held to, and
| think what you're hearing is sone feedback to say
everyone's willing to be held accountable to results.

We woul d prefer sone flexibility in terns of nethods,
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because we each have uni que busi nesses, and technol ogi es
wi || change over tine.

So, there are sone processes that we'll probably
have to go through, but being able to adapt those over
tinme, especially given the speed of the Internet and the
time availability of both parents and kids and teens,
parents are very tinme-constrained, many have dual -i ncone
househol ds or single househol ds working, so the power of
the Internet is we mght be able to access themat work
t hrough a browser or their PalmPilot, but again,
there's a tinme constraint. And so the -- balancing the
i npul se agai nst the benefit of the Internet would be
extrenely hel pful.

M5. LEVIN. Okay, one |ast comrent, Jim and
then 1"l wrap up.

MR. TEICHER. Sure. | nean, |ook, the issue
bei ng how do you know a kid's a kid in cyberspace? How
do you know a parent's a parent? Key to this is the
ki ds have to buy into all of these processes, given
children's | evel of technical sophistication, and you
know, we all wanted to join clubs and be part of clubs
and didn't want the parents to participate when we were
ki ds.

Kids like to be identified as kids grouped with

other kids, and | think nmethods of authentication that
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can totally respect privacy, where kids can get to buy
in, where kids can get nore out of the Internet and al
that it offers, by virtue of buying into these processes
is really what it's about, and I think that we need to
i nvol ve kids in the process and make it appealing to
them as well.

M5. LEVIN. Ckay. This is a good breaking
point. W are going to resunme with this panel at 1:45
pronptly, and at that point | hope we'll turn to sone of
t he ot her mechani snms that we have not yet addressed, but
before you break, on behalf of the privacy team | did
want to thank ny coll eagues and the staff, because |
know sone of you won't be here later in the day at the
tail end.

| did want to thank the hard work of Jil
Sanmuel s and Abbe CGol dstein, who worked diligently to
hel p the workshop proceed as snoothly as it has, and
al so ny col | eagues Jessica Rich, Loren Thonpson and
Mart ha Landesburg, who have been working on the privacy
-- the COPPA rul emaking with me, and we very nuch
appreci ate the group effort involved. And we'll | ook
forward then to seeing you at 1:45.

(Appl ause.)

(Wher eupon, at 12:30 p.m, a lunch recess was

t aken.)
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AFTERNOON SESSI ON
(1:45 p.m)
SESSION Il (cont.)

M5. LEVIN. |If everyone will please take their
seats, we'll get started.

| f everyone coul d please take their seats.

| f everyone coul d please be seated. You're nore
unruly than ny classes used to be. W need to get
goi ng, folks.

First, a request regarding witten handouts. |If
you have any witten material that you wanted to be
i ncl uded, panelists, in the record of the -- for the
wor kshop today, please nmake sure that the court reporter
receives it, and all of that material we will try to
make publicly avail able through our website.

MR. PLESSER: Can | ask a question about that?
WI1l the record remain open for a period of tine?

M5. LEVIN. Yes, the record on the workshop wll
be open until July the 30th.

MR. PLESSER. Because | know once we get the
CVE, there will be sone interesting responses if we can
see the questions and comments.

M5. LEVIN. Okay, |'mnot 100 percent confident
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that we will be able to get this on the web in tinme for
the -- the transcript back and on the web before July
30th, so we'll work with -- try to figure out a way to
make sure you get the naterial

l'"d like to start off this portion of the
session just to be sure that we haven't omtted any
i nportant exanples. Before we nove on to digital
signatures, w thout anyone repeating thenselves, please,
is there any other e-mail plus option that we did not
put on the table?

For exanple, use of a delayed e-nmail was one
that some of the commenters had nmade, but | just want to
be sure if there's anyone el se on the panel who had an
i npl enment -- an exanple of how e-mail plus could be done
that we put it on the table before we nove on to digital
si gnat ur es.

MR, PLESSER. Well, use of delayed e-mail | hope
woul d be included in there.

M5. LEVIN. Okay, Ron Pl esser.

| s there any ot her exanple of how the e-nmai
coul d be augnented that we did not nention?

M5. LANDSMANN: | don't have an exanple of --

M5. LEVIN. Again, please identify yourself.

M5. LANDSMANN: |'m sorry, Leanna Landsmann,

TIME for Kids, other than the ones | nmentioned this
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nmorni ng, but | would be interested inif there is any
evi dence or exanples of how click-back e-mail has not
wor ked. We had sonme exanples this norning of how they
have worked; if we could have sonme exanples of how they
have not worked.

M5. LEVIN. Ckay, that goes back to whether
there's any data on falsification or any other
i ndi cation about click-back al one w thout anything el se
on the site. |Is there any other information to put on
the record at this point?

(No response.)

M5. LEVIN. Al right, let's go ahead and nove
on then to looking at digital signatures, and | -- as
wel | anot her service that has cone on the market,

i CanBuy. Paul, if you could tell us a bit about your
product and how that's working.

MR. HERVAN. Geat, thanks, Toby, and | guess
we' ve got the special slot here of not only before |unch
but after lunch, so we will keep it lively.

| CanBuy is essentially a service that has
exi sted and basically pioneered a new i ndustry of Kkids
-- kid-enabl ed comerce back in March that's a safe,
secure and private systemthat enables kids and teens
with their parents' perm ssion to do el ectronic conmerce

and do el ectronic finance.
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What does that nean? |I|s that parents can
aut hori ze specific places and anbunts to spend at
destinations where you can shop, you can bank, you can
donate to charity, and ultimately you can invest, as
wel | .

The concept around this that we devel oped in
reading the FTC materials was essentially to build in
parental perm ssions, not only to collect information,
like bill-to and ship-to and financial paynent nethods,
but essentially to build in parental choice, and parents
get to choose how -- what perm ssions they would like to
set on the kids and teens.

So, the -- the criteria that we've used is we
only collect personal information from parents which
nmeets the -- which neets the guidelines. W have also
been validated with the TRUSTe kids seal, which is a
hi gher -- a higher criteria to neet in terns of privacy
and disclosure and in process with the bbb.online seal,
and there are restrictions on the private information
whi ch we coll ect.

In other words, our partners cannot use the
privacy information to use outbound spamm ng or e-nai
for marketing purposes. They can use it for fulfillnment
purposes, to fulfill physical or digital goods. They

can use it for custoner service related to that order
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They cannot use it for outbound marketing. And we
believe -- again, we're taking a stand and have had sone
stand-offs with sonme nerchants who wanted to break that
policy, and we were prepared to wal k, and they backed
down.

So, the process and the nechani cs behind that
are when the parents cone to a site to sign up for
i CanBuy, it's a three-step process. The first step is
sone basi c denographic information, nanme, address, phone
nunber, e-mail and a uni que al phanuneric password.
Because we are dealing with financial funds, it's an
al phanuneric password simlar to what you would find on
your online bank or trading house.

The second step is to set all the perm ssions
for each individual child, and they can be set
i ndi vidual |y whether you're a youngster, a kid, a
preteen on the verge or a teen, and those perm ssions
relate to how nmuch noney you can receive, where you can
use it and what the permssions are in terns of a tight
| eash or a | oose | eash and what the parents are enabling
themto do.

What we've found in the perm ssions is about a
third had very tight perm ssions; parents require a
transacti on be approved on every -- on every

interaction. A third have been | oose; they enable the
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kids to use all the noney in their debit account, it is
a cash account. And the third has been variable. And

what we found is for the teens, the variable is set at

about $50 as to what teens can do with their noney, and
for kids it's $10 to $20.

So, again, this perm ssions-based wallet or
per m ssi ons- based passport is a nmethod, as they go to
different destinations, to restrict how t hey conduct
busi ness online. So, that's the second piece.

And then the third piece, how we validate all of
this and where we find that there's drop-offs in the
sign-up procedure is a credit card or debit card or
trusted financial account, and that's what we're using
to say credit cards and debit cards typically don't
i ssue to anyone under 18, and in the 9 percent of teens
and kids who do, they are related to a parent account
who is responsible for those finances.

So, that is our neans of validating that we have
sonme 16 and 17-year-ol ds who have signed their selves
up, but again, they have their own credit cards with
their parents' permssion. |If there are cases of kids
signing thensel ves up, they usually drop out at the
pl ace. So, that's the automatic procedure that's built
in.

We built that logic into it based on the FTC s
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work | ast summer, and as the proposed rul e has been
going forward, we are building in the proposed rule into
our business today. So, we are prepared, and that's why
our comment was that the current proposed rule is

i npl ement abl e, because these are all easy technol ogi cal
changes to design into your business froma technol ogy
point of view In addition -- so, that covers 80 to 90
percent of the work that we do.

From a human point of view, we have
human-rel ated nonitoring and checks. So, first of all,
if your credit card doesn't pass, you put in a wong
nunber or you put in a high anount, it doesn't pass
automatically. Then if someone does put in, say, $400
into their account, we actually pick up the phone, cal
the parent, call the kid, and verify and validate -- the
kid usually picks up the phone and we ask to talk with
the parent, and we verify with the parent on a
voi ce-t0-voi ce basis.

That is both a cost of doing business, but it's
al so an opportunity to establish a personal relationship
with the custonmer and deliver sonme customner
satisfaction. And so as we talk about offline nethods
of talking wth custoners, we believe that's an
opportunity for business, not only a cost for business.

In addition, we -- and we do random checks, as
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well. So, every 10 or 20, we pick up the phone and we
call to validate and nake sure that our nethods are
straight. So, we haven't had any cases where they've --
peopl e have spoofed the systemyet, but |I'm sure once we
get to the size of an AOL, we w |l have cases |ike that
and we will have to work around that.

That's a broad overview of the system There
are parental e-mails that get sent to the parents to
val idate and verify. [|CanBuy does customner
newsl etters. So, on a weekly basis, we comunicate with
our customers, but again, since the parent has
authorized the entire account, we view that as fitting
wi thin the guidelines that we're pursuing here.

M5. LEVIN. Okay, thank you very nuch.

Jim Tei cher with Cyber Smart!.

MR. TEICHER. Sure. CyberSmart! is a tool that
wi |l authenticate children, parents and schools in the
online world. CyberSmart! is not a filter, it is not a
safe area or an online space that children are confined
in, but rather it is a communications enabler.

Agai n, what children want to do and will want to
do nore of is communi cate between thenselves and with
ot hers, between websites and thensel ves, chat, nessage.
We think that enabling communication and assuring

privacy while enabling websites to offer and children to
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receive information that is -- that they care about
whil e assuring privacy is critical. So, our product
addresses that.

W do really two -- sorry, three things. W
identify through a process utilizing digital signature
technol ogy. Weber e-mail is also part of the process.
We have a registration process for parents that involves
a feedback |l oop to assure that when a child is issued
the certificate, they are truly a child. What this wll
enable is safer chat areas. It will also enable when a
child visits a website to receive content that they
carry about without revealing their identity.

Now, so far as the state of the technol ogy and
what we're using and where we think it's at, because |
think this is really inportant vis-a-vis digital
certificates and e-mail, you know, we |ooked at this
very carefully, and | think that the biggest -- the
bi ggest need in order for digital certificates to be
able to work so far as our concern is the -- the
availability of really good front ends that -- to that
t echnol ogy, which are easy to use and which parents and
kids can relate to in a way that they find interesting
and val uabl e.

| think the technology is here today and al nost

over the next few nonths really full of the kind of
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functionality necessary to facilitate the use of digital
certificates. | don't nean that it's ready for the

mar ket pl ace today. | nean that it's going to still be
sone tinme, because our product really won't be nmaking
its commercial debut until into next year.

It's going to be sone tine until | think it --
it's totally ready for prinme tinme, but | don't see that
time frane as so far out, and | think it's really a --
really very viable.

M5. LEVIN. Ckay. Could you just tell us a
little bit nore about how your service would work wth,
let's say, your partner -- Disney next door here or Tine
Warner over here or Jorian Clarke in her small Ki dsCom
site?

MR. TEICHER. Well, w thout going into the
sign-up process, you can nake the |eap of faith that
there really is a digital certificate on a conputer and
that the user is a child. Wat would happen is, for
exanple, let's say the child went to a site because he
or she wanted to chat, and in essence the child would be
carded, |ike sonmeone, you know, going into any kind of
envi ronnent where they woul d have proof of their age.

The site would be able to, with no devel opnent
on their part really, identify, read the certificate and

say, Yes, you know, this is an authenticated child, they
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can get into this chat area with other authenticated
children; or no, they don't -- or no, they are not, they
can't get in; or it mght be a case where the child goes
to a site that doesn't want children, and they don't
have to say, Well, go through the -- you know, if you're
under 18, click here, but rather, they're just bunped.

So, you know, | think the application really
varies. It -- since the certificate doesn't identify
the child at all in terns of who they are, this also
gives the site an opportunity, you know, to be able to
interact in terns of registering -- possibly
automatically registering the child or supplying content
to the child.

M5. LEVIN. And you would envision, then, that
it's -- your service, then, is to provide the place
where the parent would cone to establish the certificate
for their child.

MR TEICHER It's the registration of the
child, it's the authentication of the child, and al so,
on the part of the website, it's the reading of the
certificate and using it.

M5. LEVIN. Okay, David?

MR. MEDI NE: Ckay, yeah, just to follow up,
sonet hi ng we have gotten out from prior workshops about

the strength of digital signatures and how secure -- |
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guess what they say is what they say. | guess the
guestion is, what is this digital signature saying in
this context, or put another way, who's the certifying
authority who's going to say, This certificate was
issued to a child?

I n other words, once that happens, and clearly
the digital signature may be a good way of passing al ong
that authority fromthe parent, this is a child, and you
can collect that child s information, how does the
digital certificate issuer know that, in fact, they're
dealing with a child?

MR TEICHER. Well, there are two ways, and
again, it has to do with the level of security we need,
just as we're tal king about the various perm ssion
| evel s here, as well.

We are involving a feedback | oop with schools in
the process. W believe that we've created a nmechani sm
that will take care of that. [|I'mnot going -- revealing
all the details of the feedback process right now today,
but | can assure you that the feedback process involving
-- between parents and schools and children wll
create, you know, the kind of security that is critical
her e.

MR. MEDI NE: | guess the next question is are

there any other panelists who think that digital
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signatures are one of the many ways that we can go,
of fer sone assurance that they do, in fact, provide
verifiable parental consent because, in fact, it's the
parent that's been involved in the issuance of the
certificate?

MR. BRANDT: Well, | guess | could add to that
what Jims describing is not --

M5. LEVIN. Please identify yourself for the

record.

MR. BRANDT: |'msorry, JimBrandt from
Veri Si gn.

We are a technol ogy provider, that is, of
digital certificates and PKI. Wat we find is that we

have the capability of issuing these certificates, but
often tines, as Jimdescribes, you need to have a
front-end registration process that better tunes the
particul ar market or vertical market that will use that
certificate.

Al beit, we would all like to get to this Uopia
where a single certificate m ght be used for every
single application. | think that will be a fair nunber
of years before we reach that point.

In the context of this particular use of a
certificate, though, certainly the technology is there,

and as you've indicated, you' ve had testinony to verify
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the technology is there. Wat we're finding is that
sone entrepreneurs, sone smart folks with the right
partners are com ng together to say, How can | tune that
in a wrking relationship to provide this technology in
t he context of providing mechanismfor kids and parents
to provide this kind of authenticated feedback?

And so there are a nunber of ways that that can
be done, none of it rocket science. | could indicate
that over the past couple years we've worked with a
nunber of vertical industries, whether it would be the
credit card industry, for exanple, wth MasterCard and
Vi sa, who have their own particular rules on what they
want to do; whether it would be the Autonotive Network
Exchange, ANX, where they have a community of autonobile
manuf acturers and particul ar data that they woul d want
to authenticate thenselves, so they have a front-end
process for handling that information.

So, it's really howdo I take this -- the people
t hat best know that information of the intended
reci pient or use of that certificate and provide a front
end to that in a way that tunes the process to the
application? So, | would agree with Jimthat there's no
inhibiting capability today to nove forward.

MR. TEICHER. And equal ly inportant to making

sure that you have an authentication process that works
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i s having an authentication process that kids want and
that kids |ike and making sure they're part of the
process. | nean, | think one of the major aspects of
CyberSmart! is that we think that, you know, enpowering
children to be safe online and getting the nost out of
their Internet experience is sonething that we can
structure in a way that they |Iike and that they want and
that they don't feel |ocked up and that enhances their
experience online.

And that's really critical, you know, because
with all of the talk about parental involvenent, you
know, the fact is that a lot of famlies are lucky if
t hey have one parent. A lot of famlies don't have two
parents at home in the evening. A lot of kids know a
ot nmore than their parents.

You know, we have to devel op processes that the
bul k of children in the United States can enbrace in
order for any of this to work, and that's really at the
foundati on of our business.

M5. LEVIN. Okay, Eric Wenger?

MR. VENGER | just had a question for Jim about
the certificates. |If a parent registers and a
certificate is created, it's created on a particul ar
conputer, and then does that create a setup for nmultiple

users can have that conputer and have different access,
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and can the child go to another conputer and be able to
use their account, or does the certificate have to be

| oaded on that machine, as well? Just sone |ogistical
gquesti ons.

MR. TEICHER: Regarding the portability
question, in general, which is really critical, because
we know that children use nultiple conputers and can't
be tied to one conputer only, the answer is yes to al
your questions, and that's |argely because technology is
evolving in such a way that will permt renpote access
and aut henti cati on.

You know, we all have been fixated on smart
cards and that you have to hold the physical device and
that these devices are expensive, and the cost in order
for this to work has to be really, really low. So, that
portability issue | believe is virtually solved and
definitely into next year wll be sol ved.

M5. LEVIN. Let nme just follow up on the timng
gquestion. W've received comments from sone who are
suggesting that the Conm ssion give website operators a
five-year sunset extension on using perhaps |ess
rigorous nechanisns to permt tine for the new
technol ogies to be devel oped. What is your view -- |'1l]I
start with you, Jim and then the other Jim-- wth

regard to the tine frame? |Is five years what's needed?
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MR TEICHER: | think that if we |ook at the
Internet five years ago and we coul dn't possibly inagine
what it would be today, and therefore, we can't possibly
i magi ne what this technology will evolve to in five
years. So, | think that's a bit broad given the pace of
change, and we can all | think logically assune it wll
be faster than it was over the past five years.

However, it's inportant to realize that we do
need a period of tinme to inplenent tasks and refine
t hese technol ogi es and these processes where we can't
reasonably require themto be inplenented globally for
sone time. Therefore, | suggest that we have -- that we
|l ook at -- revisit this in perhaps 18 nonths, because
even in 18 nonths, that wll give significant change --
give time for a significant change in advancenents to
have occurr ed.

M5. LEVIN  Ckay.

And Ji m Brandt ?

MR. BRANDT: No, | would agree with that, that
clearly the technol ogy can be applied today. | really
believe it's a matter of taking the basic technical
capabilities and technology and to feel confortable with
that with all the constituents; that is, the websites
that will be applying it, maki ng decisions based on

that, electronic authentication, the users, the
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children, the parents, to understand -- governnent, to
understand a confort feel on that.

So, | really believe a gentleman's conment
earlier that -- on the first panel that addressed this
i ssue of making sure that we don't preclude the
technol ogi es but al so nove forward in sufficient testing
phases to feel confortable with and to touch all of the
aspects of a system c aspect of this system and this is
a system and each -- and all aspects of this system
have to be tested.

PKI and a certificate is just one piece of this
very inportant system and it needs to be engi neered and
evolve in the context of its utility. So, | would
certainly say five years is nuch too long of a tine
frame to expect w despread deploynent. Perhaps six
months is too soon, but -- but nmaybe a year, 18 nonths,
| would say that would be sufficient tine to provide
sufficient testing and feedback and confort that the
real use of the systemw || be adopted by the
constituents.

M5. LEVIN. One followup on that. Are there
any stunbling bl ocks that perhaps we are not aware of
that may, you know, affect that tim ng?

MR, BRANDT: Stunbling bl ocks?

M5. LEVIN. In terns of, you know, incentives or
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| ack of incentives or if technology is not the problem
what's the stunbling bl ock?

MR. BRANDT: Well, | guess a nunber of panels, a
nunber of fora could address this kind of a question,
but the question really is why isn't this technol ogy
nor e ubi quitous, why isn't everybody running around with
a certificate today in their wallet, for exanple, and
it'"s not the case that -- if you ook at a system a
PKI - based system you need an infrastructure to provide
that certificate, you need applications that use that
certificate, like an e-mail or a web browser. You need
-- and you need a programor a rationale for using that
security nmechanismin the context of its -- that its
i nt ended pur pose.

So, what we're finding is that the technol ogy
has been around, it has been depl oyed significantly
wi thin, for exanple, pieces of the Departnent of Defense
for classified applications, and we're finding that
because people need and want to use the Internet, for
security and privacy and authentication, to do business
in electronic comerce using that nedium it's now
becom ng a forcing function to use this technology in a
nore commercial orientation.

And so as that paradi gm evol ves, as electronic

comerce evol ves, as these applications evol ve, as

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



202

percei ved | egal barriers or perceptions are reduced,

that is, people feeling that maybe if | go in this kind
of a technology, there will not be sufficient nets there
that will save me or that will be sufficient questions
or the technology isn't good enough, et cetera.

| think it's a matter of tinme. | think it's a
matter of adoption and applications, and | think it's
ensuring that the governnment -- personally, the
government will provide sufficient credibility and
support for the technology for its intended
appl i cations.

For exanple, the past Congress passed a GPEA
gui del i ne, the CGovernnent Paperwork Elim nation Act,
that in there calls for -- anong the use of other
technol ogies, is digital signature for end consuners or
end citizens to deal with the governnent electronically
and will require in the next several years each federal
agency who deals with the public today to be able to
give the public an option to transact with the public in
an electronic neans that provides for security and
aut hentication. So, those kind of enablers, those kind
of enablers are also inportant to the whol e process.

M5. LEVIN. Okay, Ron Pl esser.

MR. PLESSER: |'m glad you brought the timng

i ssue up and, you know, | want to be very, very
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supportive of the two Jins and Paul Herman and the
people that | think are going to be on the next panel,

t he devel opnment of technology is going to be of great
assi stance here, but we are looking at a -- kind of a
regul atory -- you know, a statutory inplenentation dated
April 2000, if I count right, and even on the nost
optimstic predictions, this kind of technology is not
going to be there for April 2000.

Whet her or not the inplenentation is five years
or another period, | don't think there's a magic in the
nunber. | think, again, it forces us to | ook back at
the statute that tal ks about available, realistic,
reasonable, in the light of available technology. The
I nternet has been the scene of a |ot of technol ogy
that's come on very quickly, but it's also been the
scene of technology |ike CyberCash or D gi Cash, the
cash- based systens, that everybody thought was going to
take off imediately, and it kind of got replaced by the
traditional credit card payers. And the cash systens
are out there, they have sone applications, but they
haven't spread |i ke everybody thought they were six
nont hs bef ore.

|"mnot saying that | don't think this
technology -- | know it can work, it does work, there's

no question about it, but there is a | ong way between
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that and the kind of ubiquitous narket, and |I know t hat
people, Jim wants to do this, wants ubi quitous market
acceptance, but totie arule to it where the statute
says "avail abl e technology” | just think is not being
realistic.

And if we do a | ook-back in whatever it is, two
years, three years, five years, or a | ook-back when
there is sufficient -- it really shouldn't be so much
time, the | ook-back or | ook-again by the Trade
Comm ssion is when there is sone threshold of avail able
technol ogy that nmakes sense, and we would like to see
sone rule or sone approach that built that flexibility
in.

| don't know that there's a magic to the tine.
There's nore a magic to the technol ogy and the
application, and that's where | think we'd like to see
it going.

In saying that, | want to be encouragi ng, not --
fromthe Direct Marketing Associ ation perspective and
others too -- because this technology isn't only going
to be great for consent purposes. This technology is
going to be great for a whole | ot of commerci al
applications and reliability. So, the technology is --
|"msure Eric would agree -- this technology is great.

W're all waiting for it to develop, but it's just not
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realistic that it's there yet for this kind of market.

M5. LEVIN  Kat harina?

M5. KOPP: Yeah, Katharina Kopp for the Center
for Medi a Educati on.

| just want to clarify, the five years that has
been brought up by industry in connection with allow ng
e-mai|l consent to parents during that tine period, we
think that's a really bad idea, to have -- to |lower the
bar during that time, which in Internet tinme is an
eternity. | nean, that's areally long tinme where a | ot
of things can happen, and we think it's really inportant
to provide incentives for conpanies to devel op new
technol ogy that actually would allow it to nake the
interaction nore seamess. So, if we establish e-nai
as the standard, in the next five years, there will be
hardly any incentive for anybody to devel op new

t echnol ogy.

M5. LEVIN. Mary Ellen?

Oh, I'msorry, | thought yours was up.

M5. FISE: Not me, it's Paul.

M5. LEVIN. Go ahead.

MS. LANDSMANN: | want to follow up on one of
your -- are you starting down there?

MS. LEVIN. No, go ahead.

MS. LANDSMANN: | think this norning we asked
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for a two-year sunset period, because we do believe this
technology is around the corner. | wanted to pick up on
your question a couple of questions ago, Toby, and ask
the three gentl eman who have described very intriguing,
very intriguing and very hopeful products, what's your
busi ness nodel ?

I"'min the process of doing our three-year plan
now. Wat's this going to cost us and how -- how -- and
| ask this for -- believe it or not, the TIME for Kids
website budget in 1999 is $178,000. So, if you're going
to conme in with a program you know, three years from
now t hat we need to budget three tinmes that for
verification, we need to -- we need to know that now.

MR. TEICHER. Ckay, | can --

V5. LANDSMANN:  Ji nP

MR, TEICHER. -- | can speak from our
perspective. Well, actually, our business nodel does
not involve chargi ng websites.

M5. LANDSMANN: |t does not?

MR TEI CHER:  No.

V5. LANDSMANN:  Who pays?

MR TEICHER: It's a | owcost subscription node
packing lots of value into the product. What we really
want is, you know, at the end of the day, you know, for

it to be extrenely | ow cost and there to be trenendous
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val ue on the part of children for having this by virtue
of the values that they wll reap fromthe Internet
safely, and so we're -- we really want -- | nean, we're
very sensitive to costs on all ends; however, this is a
business, and it's inportant to consider that, as well,
and we believe that a | owcost subscription-based
busi ness nodel that will bring as many websites in as
pl ayers and acceptors of this standard will offer the
nost to children online and websites.

M5. LANDSMANN:  What is | ow cost?

MS. LEVIN. Excuse ne, just for the record,
identify yourself.

M5. LANDSMANN: Leanna Landsmann, TIME for
Ki ds.

MR. TEICHER: W can have a neeting about this
of fline.

M5. LEVIN. Ckay, Paul?

MR. HERVAN:. Paul Hernman, i CanBuy.

Wi ch question am | answering?

MS. LEVIN. |'mnot sure.

MS. LANDSMANN:  Business nodel. Are you
charging the user or the operator?

MR. HERVAN.  On a business nodel, it is -- well,
our business nodel is free to consuners, but since we

are a financial engine, we actually need to put sone
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nmoney in the financial engine, but you get it all back.
There is not an extra fee beyond that. So, it's
essentially a free service like your -- 1'd like to say
i ke your investnent house is, banks aren't free
service, and so the business nodel we have is a share of
revenue with the nmerchants and a revenue share back to
comunities |like yourself that have content and
aggregate audience. So, that's on that question.

On the timng question, Toby, | think the issue
is to what |evel does the Conmm ssion want to rule on
what results are expected versus what process or nethods
are used versus what specific technol ogies or
mechani snms, and if you' re tal king about a sunset period,
the nore results-based it is, the nore shorter it can
be. The nore specific it is in ternms or nethods or
process, the longer it would have to be to accomodat e
for solution devel opnent, to accommobdate for businesses
to put priorities onit, to acconmodate for an energing
standard, if there were to be a standard enforced, and
to accommodate for the technol ogy queues in all the
busi nesses across the country.

So, the key question, | think, is what is the
consuner problem and the reason why solutions |ike
Cyber Cash and Di gi Cash did not work is there was not a

bl azi ng consumer need, and so the consunmer need that's
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here is definitely recogni zed by everyone in the room

The question would be what do the consuners out
in the mass market believe the consuner need is? Do
they need privacy? Do they need perm ssions? And for
busi nesses, they need to recognize that either there's a
consuner need, there's a conpetitive reason to do it or
there's an econom c opportunity to do it or there's a
proposed rule reason to do it.

So, | think that those are some of the issues to
address in terns of timng, but if there is a sunset and
it's not clear fromthe inplenentation of the April 2000
statute, it should be no |onger than 12 or 18 nonths.

M5. LEVIN. Okay, and one |ast comment, Jason,
and then we are going to do a w ap-up.

M5. CATLETT: Thanks, Toby.

As a technologist, | tend to get alittle
skeptical when told that technology is right around the
corner. In fact, | get a sense of deja vu in this room
because two years ago around this tinme we had a
denonstration at one of the FTC s technol ogy hearings of
P3P, a technology that would protect privacy and woul d
make | egi sl ati on unnecessary.

We are here and P3P is still the technol ogy of
the future. | think it has been and always will be the

technol ogy of the future. So, let's not wait around for
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wonder ful technol ogy before we live in the present
wor | d.

The proper thing for the Comm ssion to do is to
insist stringently on a performance standard to be
applied. If the Conm ssion does that, that will enable
t he devel opnent of appropriate technol ogy, not hinder
it.

M5. LEVIN. Thank you.

To wap up, let me sort of do the -- what Lee
Peeler did this nmorning, and I'll start with Ron and
give you a mnute to collect your thoughts, but do it a
little bit differently and ask, what's the nost
i nportant point that sonmeone el se nade during this
session? So, no tooting your own horn.

MR. PLESSER: Well, the nost inportant point
t hat soneone el se made, as | said before, was nmade in
the earlier panel, | think, which was the CARU point,
which is that there has to be it seens to nme a sliding
scale in terns of the nature of the consent. E-mail is
appropriate, you know, for notification when the
information is only going to be used by the marketer.

| think it perhaps is not sufficient, and I
woul d agree with Katharina that it's not sufficient, in
ci rcunst ances where you' re enabling sonebody, a child,

to conmunicate to third parties or to the rest of the
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world, and | think that that really is the nost
i nportant thought.

And it wasn't original to ne, so | can say

t hat .

M5. LEVIN. Okay, Leslie Harris.

M5. HARRIS: Well, | think probably the notion
of performance standards. | nmean, | think it's really

important for us to think about how we're going to
measure this bill. | think Sheila was the one who
rai sed that, but in that regard, | think what | -- what
| want to say is that | think the performance standards

have to be in the context of what it is we want this

bill to achieve.
Is the goal of the bill parental consent or is
the goal of the bill to change the practices online? |

mean, you know, we do a perfornmance standard that says,
you know, 37 percent of the parents did X and 10 percent
of children. Wy if the ultimate goal of this is to
measure that? |If what you're trying to do is change the
practices online, then the performance standards need to
| ook at how these different nodels inpact the -- inpact
the sites, how many -- how many nore sites conply, how
many nore sites change their practices, perhaps so that
they aren't even collecting the information that

triggers the requirenent in the first place. | nean, |
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think that's what we need to focus on.

M5. LEVIN. COkay, | amgoing to -- sorry to cut
you off, in order to make it through and keep on tine.

Eri c Wenger?

MR. VENGER: The nost interesting thing that |
heard today is that the technology is there to do a | ot
of these -- to make creative solutions for obtaining
parental consent and that hopefully the performance
goal s set by the Comm ssion will spur industry on to
adopt nechanisns that will create real, verifiable
parental consent.

M5. LEVIN. Sheila MIlar?

M5. MLLAR  Sheila MIlar for Mars
| ncor por at ed.

| guess the nost interesting point to ne was the
poi nt that Cassidy made this norning, which is that the
vast majority of the CARU sites are sticking to
information collection practices that fall wthin the
exenptions, and so what | think we're doing today is
spending a lot of time on a very inportant topic, which
is how to get verifiable parental consent, for those
parts of the Internet activities where | think we all
share, as Ron nentioned, sone pretty significant
concerns about protecting kids in that environnent.

Frankly, | think what may nake sense is the
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enphasis on the need for flexibility, flexibility to
all ow the nmarketplace to nmature, to allow technol ogy to
achi eve market acceptance and to prove itself out and

t hat perhaps because of the statutory deadlines, noving
qui ckly towards recognition of sonme safe harbors where
sone of these discussions can continue to evolve would
per haps nmake sonme sense in terns of protecting
chi | dren.

M5. LEVIN. Thank you very nuch.

Dan Jaffe?

MR JAFFE: Well, | also think that the sliding
scale point was a very inportant one and deserves a good
focus by the FTC. | also felt both in this panel and
the one before that the | aw of uni ntended consequences
was a worthy idea, that if you set the bar too high with
a performance standard that's too difficult, you are
goi ng to have the unintended consequence of driving kids
into nonkids sites, which is the opposite of what
anybody here wants to do, and it's also going to create
econom ¢ di sincentives for new start-up conpanies,
because it's going to just be too expensive for themto
conpet e.

So, | think the FTC has got to be alittle
careful in how they affect the nmarketplace by these

st andards, as well.
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M5. LEVIN. Thank you.

Kat hari na Kopp?

M5. KOPP: The nost interesting point | think is
the point that Leslie made, because it worries me nost.
Leslie made the point about children will be prevented
from having access to information if the hurdle is too
big, and I think we should rem nd ourselves that the
access to information should not be conditioned on
gi ving out val uabl e personal information, and |I'm
concerned that the business community has accepted the
standard that -- and has nmade the consuners believe that
it's normal to give out personal information in exchange
for access to information.

Therefore, | think the standard for the
Comm ssi on shoul d be whether -- not whether kids |eave
certain websites because the burdens are too high but
whet her or not websites devel op content w thout asking
for data collection and return.

M5. LEVIN. Thank you.

Leanna Landsmann?

M5. LANDSMANN: Leanna Landsmann, TIME for
Kids. | think this is a good way to go about this,
Leslie, and there were several, and | think the one that
resonates nost with ne as fundanental |y inportant,

actually, was Jason's, who said in the bal ancing of the
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fal se negatives and fal se positives, you know, we not
only need a neans to identify the kid who poses as an
adul t, but we have to nmake sure that we are not
preventing the kid whose parent would have given him
perm ssion or her permssion to participate if we had
only reached that person.

So, | think that the -- that this opens up a
whol e arena of areas that | think have been unexpl ored
today, not only equity issues about soci oeconom c groups
but the place where kids are online in schools, and it
takes -- it |l ooks at a whol e sl ew of educational
applications that I think I would encourage you all to
expl ore, but | thought, you know, Jason's point was very
wel | taken, that we can't do sonmething that's going to
shut the door on a | ot of kids.

M5. LEVIN. Thank you.

Ji m Tei cher ?

MR. TEICHER. Yeah. | think what's really
remar kabl e i s the phenonenal progress that all of us
t oget her are making to understand and resolve this
i ssue, which I think is wonderful, but to be a little
bit nore specific, | think the sliding scale is
critical. | think giving technology tine to mature and
to Ron's point, as opposed to putting a date, | ook at

technol ogy i nstead and where we're at and do that on a
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regul ar basi s.

M5. LEVIN. Eric Al edort?

MR, ALEDORT: | thought the nost interesting
thing that's come about today was your question about
what hurdl es exi st besides technol ogy on inpl enenting
sone of these solutions, and | just think it's inportant
that we keep in mnd that although we're past the very
early adopter stage on the Internet, there are still a
| ot of people who still are not online, and those who
are online are very nervous about giving out a credit
card or providing other personally identifiable
information in order to do sonething sinple |like get an
e-mai | account.

So, ny point is one that we need to renenber,
that it's going to be a sl ow process of getting 80 or 90
percent of the households in Anmerica online, and al so,
too, | think the businesses can take a | eadership role
and try to really encourage the way M crosoft and | BM
and Di sney have of not accepting advertising, not doing
busi ness with people who aren't posting privacy
policies, and that's a great way to really incentivise
both small sites and big sites to really get behind this
wave of concern on private information

M5. LEVIN. Thank you very nuch.

Jim Brandt from Veri Si gn?
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MR. BRANDT: Ckay, | think the nost telling
comment that, of course, has been said in a nunber of
different ways is the recormmendation | think for the FTC
to concentrate on the framework and the netrics under
whi ch the ruling can be enbodied. W've heard this
notion of a sliding scale, et cetera, but what this
really neans is to try to establish the criteria based
on whatever the right definitions of that matrix are, to
establish the appropriate criteria, which would be --
criteria would be both nechani sns and processes which
t oget her can be conbined to provide verifiable parental
consent, and perhaps they be tuned to the particul ar
data which is being requested for interchange and the
particul ar intended use of that information.

Thi s whol e notion of rated assurance, et cetera,
is a fundanental thene in security systens, and we ought
not | ose concept or |ose sight of that particular
concept in applying appropriate nmechanisns to this
particul ar application of security. Thank you.

M5. LEVIN. Thank you.

Mary Ellen Fise.

M5. FISE: |I'mrem nded of the phil osophy from
the novie Field of Dreans, "If you build it, they wll
cone." | think if the FTC requires this, it's going to

happen. W have been told the technology is there, and
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a sunset provision is not needed.

M5. LEVIN.  Paul Herman?

MR. HERVAN:. A bl end of things have appealed to
me today, fromwhat Kris said in terns of distinguishing
entertainment fromother activities on the web, in terns
of audi ence and the need for personalization and
custom zati on, depending on what the purpose of the
content or the comerce is. | think Parry is very tuned
into the pragmati c ways of approaching how to bal ance
t he needs versus the value, and then the discussion
about performance standards and performance netrics is
sonet hi ng near and dear to ny heart, from David.

MS. LEVIN. More than one significant idea.

Al right, and we'll close with Jason Catlett.

M5. CATLETT: Thanks, Toby.

| think the nost inportant point was Ron

Pl esser's opening statenent that e-mail is an adequate
standard of verification. Unfortunately, | think this
statenent is plainly wong. | would al so question

whet her e-mail plus is --

MR. PLESSER: Point of personal order. Toby
asked us to list the e-mails w thout necessarily saying
those are the ones that we support ed.

M5. LEVIN. That's true.

MR. PLESSER. So, | think it's very inportant to
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have the context, Jason.

M5. CATLETT: Okay, so | think I'll just make a
general statenent that -- without attributing it to Ron
that the -- that e-mail without -- by itself is not --
not adequate. | would even question whether with a
credit card it's adequate given that no charge i s made
to the credit card. So, if a charge were made, then the
parent would find out that there had been this kid who
perhaps pilfered it fromthe handbag, but absent that,
there may be no mechani smfor detecting that.

But the positive point that | |iked nost was
Paul 's point that the FTC shoul d define performance
criteria and that conpanies should be audited for -- to
verify their conpliance with those criteria rather than
trying to designate a particul ar technol ogy as adequat e,
per se, without regard to howit's applied.

M5. LEVIN. Okay, thank you very nuch.

Now, I'd like to invite those of you in the room
who would like to conme forward and add sonme of your
comments to the record, please Iine up, and keep your
comments short, please.

MR. CHESTER: Thank you very much. |'mJeffrey
Chester, the Center for Media Education, and one conment
| have heard today, and |I'm sort of flabbergasted by

this coomment, that people here -- although |I'm heartened
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t hat people here are concerned about the so-called
"have-nots," | did not hear that the one way to ensure
that you reach those people is through mail

As you -- the mke is not working -- as you may
know, tel ephone penetration in this country is at 94
percent, that m ght be high, but there is still 6
percent, and as you know, if you | ook at a | ow i ncone
community and conmunities of color, that tel ephone
penetration drops down to 85 percent, and as a group
that's been involved in working with others in getting
the e-rate, we are trying to get kids connected, but
we've got a long way to go.

So, if you really are concerned about the
have-nots, and | have heard sone adm rabl e coments
today frompeople, | think that mail is the one way to
reach those people. And |I've also heard sone concern
that the Comm ssion address rules that would all ow sone
of the conpanies to cone and, in essence, market to the
schools, and | suggest to you that was sort of outside
the scope of this legislation, and I'd be very weary
before the Comm ssion devel ops policies that all ows
personal information to be collected in the schools.

Thanks.

M5. LEVIN. Thank you. Because we're running

short on time, | really can't allow for --
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M5. LANDSMANN: | just want to nake sure that
he's not attributing that to ne.

M5. LEVIN. There was no attribution.

MS. LANDSMANN:  No, but I'mthe only one who
br ought up schools, and --

MR. CHESTER: No, this norning, | think this
was MaMaMedi a, so it was Time Warner and MaMaMedi a.

M5. LANDSMANN: Meet ne outside |later.

M5. LEVIN. Please identify yourself.

MR. BRYAN. Oh, I'msorry, Steve Bryan,

Zeeks. com

| just want to direct a conment here to M.
Catlett about his statenment, | think you called it the
sol ar power of the Internet --

MR. CATLETT: Anonymty.

MR. BRYAN. -- anonymty, | couldn't agree with
you nore, and | have a feeling you and I woul d agree on
very little; however, we built a website based entirely
on anonymty, and | just want to make it very clear to
everyone here or please nake it clear to ne that |
m sunderstand that a nicknane falls under this rule, and
provi di ng anonymty even with a made-up ni cknanme
requires me to get verifiable parental consent and
burdens me with all of those costs of building this --

okay, 1'll be corrected if that's not true.
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M5. CATLETT: 1'd like to ask the FTC, but |
thi nk a pseudonymis regarded as not personally
i dentifi ed.

MR. BRYAN. Ckay, maybe |'m w ong.

One quick thing, too, on the cost of this.
have sone personal experience here in the last four
nmont hs in devel oping a systemthat both in sone areas
does not require parental consent and we also run a chat
roomthat does, and we have set up our chat roomthrough
Freezone, who | think is here, and they do a wonderful
j ob.

They are one of the |leaders in doing kid
friendly verified parental consent chat, and we
currently have over 70,000 regi stered nenbers at our
site in only about 90 days of activity, and in the chat
area, which has been running concurrently with that, we
have 1400 peopl e who have gone through the process of
taking the extra step in getting the parental consent,
and | can tell you that that destroys the business.

| f you apply that rule broadly across al
activities on the site where we use ni cknanmes, set
cookies, things like that, we're out of business.

M5. LEVIN. Now, for your information, if -- go
back and take a | ook at the proposed definition of

personal information. It calls for identifiable
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information, such as a full nanme. N cknanme has not, as
far as | know, to date, been suggested as identifying
i nformation.

MR. BRYAN. Ckay. Wwell, if | --

M5. LEVIN. So, that would not be, nor is
aggregate -- nicknane -- nickname al one woul d not be
identifying information. |If you collect the nicknane
with an e-mai|l address, then it becones identifiable.

MR. BRYAN. Sure, yeah.

M5. LEVIN. But a nicknane al one is not
identifying under the current proposal.

MR. BRYAN: Okay, if | --

M5. LEVIN. Nor is any aggregate information.

MR. BRYAN: Then |I'm going to keep down the

anonynous trail, and that's how we built the business
and will continue to run it.
Thank you.

M5. JALLOH: Jeneba Jalloh, Institute for Public
Representati on, Georgetown University Law Center. W
subm tted comments on behalf of Center for Media
Educati on, Consuner Federation of Anerica, Junkbusters
and ot her commenters.

My comment and question concerns verifiable
parental consent. | believe this norning this

afternoon's panel showed clearly that there is a
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distinct difference in verifiability between e-nai
online versions of consent versus other types of
consent, neaning offline nmethods of consent.

For exanple, Parry Aftab this norning nentioned
how one of her staff nmenbers was able to determ ne that
a child was posing as a parent. Simlarly, Jorian
Clarke fromGrcle 1 also determ ned through the mai
that -- they were able to determne that it was a child
and not the parent; however, when the representative
from MaMaMedi a, Disney and | believe -- there was
another one -- | think it was TIME for Kids, when they
said that they had facts which showed that it was
e-mail, they weren't able to verify that it was a parent
actually and not the child that had sent that e-mail,
and that's -- | think that shows clearly that
verifiability is nore -- it's easily found in offline
nmet hods as opposed to e-nmil nethods.

And ny question is, for those of you who are
supporting a sliding scale, how do you -- what other
vari abl es do you suggest for the FTC to use and how do
you suggest that they enforce that?

M5. LEVIN. Gven the fact that we have a nunber
of people who want to nmake their comment, | amgoing to
| eave that as an unanswered question just so that we

allow for an opportunity for other people who haven't
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had a chance to participate to at |east get their
coment or question on the record.

M5. CLARKE: | also need to make a correction.
Circle 1 Network did not say that e-mail was
verifiable. W could assune that there were sone
t hings, but we had to contact themin order to verify
that. The mail was not verifiable.

M5. AFTAB: R ght, and the sane thing with us,
al though in sone cases it's obvious that it's a kid, you
can't always tell, and we're not sure that it's nore
credi ble on the phone than it is by e-mail.

M5, JALLOH  Ckay, the point was you were able
to determ ne --

M5. AFTAB: |In one case, but that wouldn't nean
that we woul dn't otherw se, but...

M5. LEVIN. Ckay, next, yes.

M5. LINN: I'm Susan Linn fromthe Media Center
of Judge Baker Children's Center, and | have a question
for Leslie, actually, | have two questions.

My first one is what is the ALA's position on
commercial conpanies eliciting personal information from
chil dren?

M5. HARRIS: They are opposed to it. You know,
at the beginning of this whole process, our view was the

right way to do it, which were we were told by the FTC
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was not going to be doable, was to decide what was goi ng
to be an unfair trade practice and prevent it from being
done in the first place. It isn't our desire to have
that information coll ected.

VWhat we are saying very sinply is that when you
-- when you seek to solve one problem do not create
solutions that create problens that are -- that could be
equally troubling, and it is a mssion of ALA to nake
informati on accessible to children. They do that every
day with children in libraries and are able to see the
barriers, particularly for poor children. So, | nean,
the ALA has the strongest confidentiality policies in
the country.

M5. LINN:  You know, | certainly share your
concern that children have access to information, but |
-- ny other question has to do with the issue that
Kat harina raised, and I want to know under what
ci rcunst ances does the ALA think that children's access
to information should be limted by the requirenent that
t hey provi de personal information?

M5. HARRIS: I'msorry, | don't understand the
guestion. Wen should you? | nean, in the --

M5. LINN:  Under what circunstances should
children's access to the information --

M5. HARRIS: The ALA's viewis the only tine you
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shoul d be collecting information is if you need it for
the transaction that's presented, you know, it's a gane
or you're signing up for -- | nmean, sonething. They are
perfectly happy with the notion that all other
collections and third-party dissem nations be illegal.
That's not what we're doing here. W're -- rather than
-- rather than proceeding with telling the conpanies
what they are not allowed to do, except for sone of the
t hings that have been found unfair trade practices,

i nstead --

M5. LEVIN. | think | amgoing to have to --

M5. LINN:. So, this is not an access of
information issue, is that what you' re saying? This
does not have to do with access of information?

M5. HARRIS: O course it does, but we can talk
to that |ater.

M5. LEVIN. The statute really is not focusing
on access to information. It's verifiable parental
consent, but | appreciate your comments.

M5. MILLI GAN: Deirdre Miulligan at the Center
for Denocracy and Technol ogy.

| had a question for CyberSmart! and Veri Si gn,
and it's a two-part question. One is what's the kind of
information that you require parents and children to

submt in order to issue sonething "verifying," quote
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unquote, their identity, and what kind of authentication
do you go through to do that?

And two, what are your obligations as far as
using that infornmation?

MR. TEICHER: Well, so far as what we coll ect
fromchildren, we don't -- fromchildren thenselves, we
don't collect any identifying information whatsoever.
From parents, we collect a lot of identifying
information, including their credit card nunber and
their address as if they were buying a product, and at
their children's school, a fair anmount of information.

MS. MULLI GAN.  And do you coll ect any
i nformati on about where that certificate or where your
product is used?

MR. TEICHER: \Where it can be used?

MS. MULLI GAN:  Where it is used. For exanple,
do you collect --

MR. TEICHER: No, none what soever.

M5. MILLI GAN:  -- any data?

MR. TEI CHER: None what soever

MS. MULLI GAN.  And what do you do with the data
that you maintain, anything other than provide the
service?

MR. TEICHER: The data that we maintain is just

for the purpose of signing up parents. Renenber,
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parents are the custoners --

MS. MULLI GAN: Ri ght.

MR. TEICHER. -- of our service. Children are
not .

MS. MULLI GAN:  So, you don't disclose that
i nformati on or nmake other uses of the information or --

MR. TEICHER: No, we don't -- we don't --
woul dn't disclose it or provide it to anyone what soever,
no.

MR. BRANDT: Briefly, I think, in the interests
of time --

M5. LEVIN Pl ease.

MR. BRANDT: -- to find out what information we
do collect, when a consunmer cones to VeriSign to request
a certificate, check our website, ww. verisign.com --

M5. MULLIGAN. |'ve been there, it's not just
for ne.

MR. BRANDT: Right, but that would be ny answer
in the interests of tine.

Secondly, by our policy of privacy requirenents,
we do not do anything with that information that we use
to obtain for authentication purposes. It is our
responsibility not to divulge that information, but we
have to retain that certainly for the purposes of

verifying that we issued a certificate to a particular
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i ndi vidual, and we have a responsibility for auditing
requi renents in order to provide evidence that, in fact,
we gave the right person the right certificate.

M5. MILLI GAN:  And you don't coll ect
transactional data, either, about where people use it?

MR. BRANDT: W do not know about anybody's
transaction, correct.

M5. MILLI GAN:  Thanks.

MR. TEICHER. We're not either.

MS. MULLI GAN:  Thank you.

M5. LEVIN  Yes?

MR. CORLIN: Phillip Corlin, Federal Legislative
Associ at es.

|"mrepresenting MP3.com and | just want to
caution the Conm ssion that one should not presune that
traditional econom c nodels are going to be the nodels
whi ch are prevalent in the Internet going forward. |
think a lot of this discussion is predicated on assum ng
that a child-specific site and that information being
collected by the operator of the site to market
sonething to the child or at | east the parents of the
chi | d.

And there are a | ot of new nodels which are
general purpose sites, | think ny client in particular,

in which one small portion of the site is dedicated to
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sonething that is designed to appeal to children
specifically children, which is children's nusic, and
the primary infornmation being collected is the e-nai
address, primarily not to sell sonething but to allow
the artist, the nusician, to comunicate directly with
the visitor for whatever their purpose, to |let them know
they are going to have a concert, to, say, have a
website with nore information.

So, there's going to be an awful ot of free
content available, a lot of it for pronotional purposes,
hi gh-quality content, and to the extent you nake it
burdensone for either general website operators with a
portion devoted to children's content or people creating
content who want to draw people to their site, to conply
with this, you may make -- dimnish the amount of | ow or
free-cost content available to consunmers and drive them
towards nore traditional purveyors. So, | would hope
that that would be taken into account as you're
finalizing this regulation.

M5. LEVIN. Thank you very nuch.

MR 1ZRAK: My nanme is Mark lzrak, and I'mwth
bi zrocket.com and we operate a portal site that is a
search engi ne/ public forum specifically based on ethics,
and it has a business ethics bureau on the site, and as

a part of the portal site, we have a free e-mail system
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and one of the things that we're doing on the e-nmai
system which I think will be of interest, is that we
are delineating the domain nane at the end of the e-nai
address to verify whether or not it is an adult or a
child.

So, that will tell any website right away that
this website has been or this -- I'"'msorry, this adult
has been verified that they are an adult, and that
shoul d solve a | ot of problens.

M5. LEVIN. And if | could just follow up, and

they will be identified as adult because what -- what
i nformati on have they given you to -- for identification
pur poses?

MR. |1 ZRAK: They will be using a credit card for
a very small transaction, or we will be mailing to them
via normal U S mil if they want to go the long way to
do it, which will be a free transaction, but that wll
enable this to happen, ny guess, within 30 to 60 days.

M5. LEVIN. And is this service up and running
on your site?

MR. | ZRAK: The free e-mail is up and running
and this is an upgrade that is in progress.

MS. LEVIN. Thank you for bringing it to our
attention. W appreciate that.

MR | ZRAK: Sur e.
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M5. LEVIN. Thank you very nuch.

We are going to take a ten-m nute break, because
| think everyone is feeling the need to nove around, and
we are going to switch panels.

MR. PEELER  Before we break, if anyone --
there's been a | ot of discussion in the |ast two panels
about performance standards and criteria, but we haven't
tal ked or haven't had the opportunity to talk with any
specificity about what those performance standards and
criteria m ght be.

There -- the record of this workshop will remain
open until July 30th, so if you have ideas or thoughts
on what those performance standards or criteria m ght
be, if you could submt those thoughts for the record of
t he workshop, we would appreciate it.

M5. LEVIN. |'msorry, thanks very nuch.

(A brief recess was taken.)

SESSION | 1|
MR. MEDI NE: Ckay, thanks very much, if everyone
could just grab their seats.
If we could close the doors there so we could
get started. Shaun, close the doors, please.

VWell, thank you. W clearly have a group here
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that's very commtted to children's privacy if you're
willing to stay all day here to discuss the subject.
So, you're all to be commended for sticking around.

We're going to nove in this last session to
| ooki ng forward, see where technology is going, to see
what alternatives there are to the technol ogi cal
solutions that we have heard about so far. And in
addition to that, we're also going to | ook at the
possibility of internmediaries or infonediaries serving
as a conduit between parents and websites in order to
provi de efficient neans of giving verifiable parental
consent.

| notice we have al so been joined by yet another
comm ssi oner, Conm ssioner Thonpson, as well as
Comm ssi oner Ant hony, and actually, they should feel
free to involve thenselves in the questions and the
di al ogue as we go al ong.

| want to first start off -- start with a series
of discussions of various nodels for new technologies to
provi de solutions, and the first -- Oscar Batyrbaev from
eOnel D. com has sonething called a | une check, and
woul d i ke you to describe the technol ogy that your
conpany i s devel opi ng and how that would work to provide
verifiable parental consent.

And if people could speak into the m crophones
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and identify thensel ves.

MR. BATYRBAEV: Yes, Oscar Batyrbaev,
eOnel D.com and what we have is a free web-based service
for -- the service is free for conpanies as well as for
consuners, which does use a credit card or bank card
aut hentication or verification of the fact that it's a
parent .

| actually have sone slides here, as well. [|I'm
not sure if that's appropriate, but | can talk to --

MR. MEDINE: |If you want, we can use the --

M5. LEVIN.  You can put it up.

MR. BATYRBAEV: Ckay, great.

M5. LEVIN. Sallie, would you get the slides and
put it on the --

MR. BATYRBAEV: Ckay. No, no, the other one
first, Exhibit A

So, this web service neets -- in our estimate it
nmeets all requests of privacy advocates and at the sane
time it neets industry concerns and al so neets Visa
concerns that they don't want, according to their
comment, use of a credit card network as a verification
vehicle. It uses both credit and bank card verification
onli ne, because sone people, for instance, don't have
credit cards, and preserves consuner privacy at the sane

time, because the card nunber never | eaves their browser
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and doesn't go over the Internet. W actually have a
guarantee to themthat, you know, it only will be
checked inside of the browser.

And as well, it has -- like the Library
Associ ation was tal king about here, it has service for
parents who do not have Internet access but whose
children do have Internet access in |libraries and
schools, and this allows parents who do not have
I nternet access but do have tel ephone service to verify
t hensel ves and give parental consent that way, and as
well it's free service, as well.

So, the conpany, by the way, is |located in San
Jose, California, and the -- also, the Conm ssion raised
guestions what incentives it will give to conpanies as
wel | as parents, and ny next slide tal ks nore about
t hat .

And we have a reward program which di m ni shes
the pain of a parent having to verify thenselves. It
only takes actually two mnutes if they do have credit
or bank card handy or nay be asked to verify their --
that they are parents, and -- but they still would get,
if they want to, our reward currency.

And as well it has what we call kid e-allowance
programthat lets kids shop wthout credit cards

online. And this programhas two variations, fine grain
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parental control for parents who do want to exercise

control over what their children want to buy or are
buyi ng, and al so nore freedom for children and for
"nodern age' parents, as well.

MR. MEDI NE: Can you explain howit is that
you're able to verify that soneone is a parent based on
information that's provided, as | understand it, through
their browser and that's not transmtted to the
website?

MR. BATYRBAEV: Yes. W use a nunber of
algorithns. One of themis a [onecheck] (phonetic)
algorithm and the idea of using it cane fromthe
Senator's comments on the COPPA, Children's Online
Privacy Protection Act, and the senators found that --
the senators that were backing COPPA this mechanismis
acceptable to verify that a person is over 18 years of
age.

And what we have, we have a devel oped system
whi ch maintains state, and we know that this is parent
of this child, so it links the parent and the child
t oget her wi t hout know ng exactly who the parent or child
iS.

MR. MEDI NE: Again, | guess I'mnot sure if
we're getting into your trade secret area, but if you

could explain a little nore how that process is
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acconplished, I think it would be hel pful to assess the
extent of how verifiable is it is under the statute.

MR. BATYRBAEV: Ckay, the systemworks, if sone
of you are famliar -- simlar to D sney system Disney
system does maintain, as well, the state, when parent
cones, they give them URL. That's what we do, as well,
we give them unique URL or send theme-mail or do SETP
transfer or interact call, and then we know exactly that
this is the parent of this child.

The technology is there. |It's actually not that
super difficult to do. W use -- we do not use digita
certificates or anything |like that. W use the standard
prot ocol s and our devel oped algorithnms to maintain the
state between the parent and the child. So, when the
parent cones into, let's say, a website who wants to
take e-mail and full name and so forth fromthem they
cone to a website -- | have sonething on that, as well,
here --

MR MEDINE: |If you could just briefly describe

MR. BATYRBAEV: Ckay, they cone to the website,
and we identify that child by URL. Then parent, if the
parent is at home, can verify hinmself or herself right
at that tinme by going to our website and going through a

nunmber of algorithnms. Then we do a CD transfer
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transparent to the parent back to the children's website
where they cane from let's say D sney or Warner, and
then they -- they have already eOnelD in their
possession, and then they just verify thensel ves that
they are parents at the actual Disney site -- using that
just as an exanple -- and then they know that it is a
parent verified by our system

M5. LEVIN. Gscar, if you could provide the -- a
handout, too, at sone later point of the downl oad that
you woul d have provided, send it to us for the record,
then we can add it to the transcript.

MR. MEDI NE: Ckay, and is this service up and
runni ng right now?

MR. BATYRBAEV: This service is in alpha right
now. The -- sonme conponents are al ready of production
quality and sone of themare in al pha state, but by the
-- by the date of the -- the statute may go in effect
in April, right, it will be all up and running for many
nont hs.

MR. MEDI NE: Ckay, thank you.

Let's hear from another nodel, we wll go
t hrough a couple of different possible nodels wth new
technol ogi es. Next, Steve Lucas from Privaseek, if you
coul d describe the direction you're heading in ternms of

met hods for providing verifiable parental consent.
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MR. LUCAS: Thank you. M nane is Dr. Steven
Lucas, and I'mthe senior vice president and Cl O of
Pri vaSeek.

First 1'd like to thank the FTC for inviting us
to this very inportant workshop and commend the FTC for
its thorough work in drafting a proposed rul e that
conprises the general goals and the specific mandates of
COPPA. Qur witten comments are part of the current
rul emeki ng record, and we focus on, again, the
verifiable parental consent section of the rule.

It's our belief that personal information from
children or about children should not be collected, used
or released to a third party w thout parental consent.
As a general matter, PrivaSeek is concerned about
nondi gital and digital signature, enabled e-mail
| and- based mai |, faxed-in consent forns, credit card
transactions and toll-free consent calls to be
aut henti cat ed.

We believe that technol ogi cal sol utions provide
the nost effective, the safest and efficient nmeans of
protecting sensitive online data w thout unnecessarily
hi ndering the gromh of the electronic marketplace or
the ability of consuners to control their information
and ultimtely even get value fromthat information

Qur npdel is based on what's becone known as
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perm ssi on- based marketing. Perm ssion-based marketing
i's where consuners either volunteer or request to be
marketed to. It's based on the fundanental notion that
consuners own their personal information and should be
in control of it online. That also includes the ability
to track the use of the information and to control under
what circunstances it's provided.

"1l give you an exanple. Seth Goden
(phonetic), former CEO of YoYoDine, in his book entitled

Per m ssion Marketing defines perm ssion marketing as,

first of all, anticipated, people | ook forward to
hearing fromyou; personal, nessages are directly
related to the individual; and relevant, the marketing
about sonething that is interesting to the individual.

He also, in an article that was published in
Digital Comrerce, describes his success with
perm ssi on- based marketing. He tal ks about the fact
t hat before he was acquired by Yahoo, he created and ran
about 150 of these perm ssion-based pronotions, and the
response rate he got using a perm ssion-based approach
was 20 -- between 15 and 20 percent. Using traditional
di rect marketing approaches, his response rate was | ess
than 2 percent.

He al so tal ked about several conpanies that he

nmentions that are spending in excess of $300 using
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traditional, again, direct marketing approaches to
acquire a custoner, where he nentions a | arge brokerage
house in New York that's spending | ess than $15.
think it denonstrates that perm ssion nmarketing is
effective, and also the rates of response and the
nunbers in ternms of nunbers of consunmers acquired were
equal to other nethods.

We announced | ast nonth the first stage in our
technol ogy called Val et, and Persona Val et acts as a
negoti ator between the site and a consuner. Wen
consuners visit our site, they are -- and they decide to
becone a nenber, they fill out what we call a Persona,
and in that Persona they are asked to provide their
nanme, their address, their age, their e-mail|l address and
the preferred nethod for PrivaSeek to contact them

They can al so add additional information, such
as hobbies and interests, and e-conmerce information,
like credit card information, and ship-to. That
information is never rel eased w thout the consuner's
consent, and the way that happens is for every data
el ement, the consuner has the ability to assign a
privacy preference or usage preference for that data.

That usage preference can be changed at any tine
by sinply going back to the site and changi ng t hat

preference. At the end of the day, it's the consuner
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who chooses what information is going to be rel eased and
when.

Security is obviously very inportant to us.

What we' ve done is we've engaged a third party who
manages our -- what we call our Persona vault. That
Persona vault is maintained at a secure facility with a
conpany that has a long history of managing sensitive
informati on, and that conpany has auditable security
practices fromboth a data as well as a physical plant
per specti ve.

PrivaSeek partners who want to becone certified
have to go through a very rigorous approval process
where we use a third-party privacy expert to go in and
review their privacy policies and their data collection
practices. |If they are approved, they agree that they
will abide by all of the PrivaSeek preferences that the
consuner has identified. |If they fail to abide by that
contract, we wll seek |legal action against them plus
we w il also assist the individual consuner in any
private right of action that they may have available to
t hem

We don't believe that any information should be
collected fromchildren under the age of 18, and it's
our belief that that information is essentially owned by

the parent. W are incorporating what we call the Child
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Persona into our technol ogy, and what that does is it is
simlar to what we tal ked about just now, but it's based
on the idea that the parent creates the Persona for the
child and determ nes what information and agai n under
what circunstances that information can be rel eased.

We also ook at the children's information as
being sensitive information in that there may be
information that can identify the child or cause
potential harm Because we think it's inpossible to
really know the inplications of certain conbinations of
data, we think it nust be possible to enploy a very
extrenely conservative nodel of information delivery as
a defaul t.

The way it kind of works is that a parent is
assigned a digital ID and an e-nmail account. The parent
can then create a Child Persona, and that's to be used
by the child. The child Persona contains information
supplied initially by the parent, and the parent's
Persona ID is also enbedded into the child' s Persona.
The child can use the Persona to access the web and
interact with either Persona-enabled sites or not
Per sona- enabl ed sites.

The parent can specify the required privacy
specifications required wth each data elenent. The

child can -- has the ability to nodify those
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preferences, but it does not take effect until the
parent responds to an e-mail that is -- includes a
digitally enabled -- digitally signed formand responds

back using their digital certificate that's been

i ssued.

| f the parent responds with a yes, the Persona
is updated. If they respond with a no, those changes
are cancelled. If they don't respond within a certain

anount of tinme, those changes are automatically
cancel | ed.

We think that the technol ogy does neet the
requi renents of COPPA. Again, the parent is notified of
any kind of transfer that takes place. They are -- they
can go back | ater on through use of the technol ogy that
tracks the use of the information and go back to a site
and request that the site block out the child's
information if they change their mnd | ater on.

We hope that just as a grace period has been
given to conpanies to adhere to the Fair Information
Practices set forth by the FTC, that we would allow tine
for some of this technology to be able to be depl oyed,
recogni zed and trusted and used by both consuners and in
t he market pl ace, and we | ook forward to working with the
FTC and other industry to nake this happen.

MR. MEDI NE: Thank you, Steve, just a couple of
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gquesti ons.

First, what are the costs of this to the parent
and the cost to the website, and second, when do you
think this will be avail able for w despread use?

MR. LUCAS: The current nodel is that there be
no cost to the parent, to the child, that it be
sponsored by websites, sponsored by, you know, by
advertising, third-party providers.

The -- we anticipate it being ready -- our
aggressive schedule is by the end of this year, at the
|atest within the first quarter next year. W have
technol ogy now that does a lot of what we're tal king
about, but because of the seriousness of the kind of
information we're capturing, we are going to go through
a very, very extensive beta test.

MR. MEDINE: And again, it will cost the website
you say?

MR LUCAS: It will cost the website.

MR. MEDI NE: And we have been hearing estinates
of various costs. Do you have a range of the cost to
the website using this technol ogy?

MR. LUCAS: What we have right now is sonewhere
between 10 and 20 cents per nane. So, it's based on a
per-nanme nodel. W' re |ooking at a bunch of different

nodel s that could inpact that cost. Say, for exanple,
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take credit unions. A credit union may provide this as
an option, you know, for being a nmenber. So, it may be
subsi di zed by sites that are not necessarily online
sites but sonetines even offline sites.

MR. MEDI NE: Last question, which is how do you
verify that, in fact, you're dealing with a parent?

MR. LUCAS: Again, through the digital
certificate.

MR. MEDI NE: But what -- you issue it under what
ci rcunst ances, because of the presence of a credit card
or what is it that |eads you conclude that sonebody is a
parent ?

MR. LUCAS: When the parent fills out their
Persona and they indicate they want to create a Child
Persona, the information that's provided, when it's a
credit card authorization or a digital certificate from
anot her organi zation, we then use that to verify. W
al so send a confirmng e-mail and we're | ooking at al so
sendi ng a | and-based mail for confirmation.

MS. LEVIN. And one nore question, just for
t hose of us who are perhaps not as adept at
under st andi ng how t hese systens would work, if I'ma
smal | business and | have a website directed to
chil dren, how would we connect to each other, and | have

a consuner that cones to ny site, a child who wants
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their parent to sign -- to give their perm ssion, how
woul d it work?

MR. LUCAS: Well, if the site is what we woul d
call Persona-enabled or certified, then the site
essentially pays a fee to use the information and to be
set up. What we do is we essentially take their privacy
practices and convert themto code so that we can
under stand what their privacy practices are so we can
mat ch t hem agai nst the usage preferences. So, the site
pays a fee for doing that. That's if you're enabl ed,
and there are certain things we can talk about if you're
interested that are included in the ability -- in the
site being enabled that are different than just a site
being -- being just out there.

MR. MEDI NE: | guess put another way, we have
heard sonme concerns raised during the day about driving
children away from sites because of the difficulty of
obt ai ning and providing consent. \Wat would the child's
experience be on a website if the website asks the child
for information? How would that exchange take pl ace?

MR. LUCAS: |If the site, again, is certified,
it's automatic. The whole process is automated. |If
not, then the request goes through the adult's Persona,
and what happens is when you start your conputer, you

automatically can | oad the Persona technol ogy. So, what
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you would do is get a flashing nessage on the PC saying
you have a nessage, and then what happens is the parent
woul d respond to that.

MR. MEDI NE: So, again, just to summarize, then,
from-- if the child was using the technol ogy and it was
an enabled site, essentially they woul d becone al nbost an
i mredi ate approval if the parent had authorized that
kind of information to be transferred.

MR. LUCAS: R ght, and | know that maybe there
are sone people that m ght have sone constitutional
issues with the filtering and bl ocking capability, but
the other capability of the child' s Persona is for the
parent to enbed the sites that they want the child to be
able to go to and then on a site-by-site specific basis
approve what type of information can be transferred.

MR. MEDI NE: Thanks.

| want to turn now to Jeff Johnson from Equi f ax
to -- Equifax, as | understand it, is working with the
banki ng i ndustry to develop digital signature
technol ogy, and the question is, is that technol ogy
capabl e of being applied in the context of providing
verifiable parental consent?

MR, JOHNSON. David, let nme first of all add ny
thanks to the FTC for pulling together this workshop and

inviting us here. | will preface ny comments by telling
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you that I'mthe general manager of a new commerci al
entity that is designed specifically to solve the
probl ens that we're tal ki ng about here today. So,
obviously I amrel atively biased about whether our
solution i s workabl e.

But with that as a preface, we are, in fact,
engaging in a new entity that is designed to provide a
hi gher | evel of security for a range of e-conmerce
applications, and that would include all aspects of the
financial services industry, banking, insurance, et
cetera, those that are protecting all sorts of different
types of transactions and information, such as nedi cal
records, online auctions, and while we do not have a
specific application in the COPPA area, | think that, as
| described what we do, | think there's certainly a
great deal of relevance here.

Qur basic business nodel is to provide an
on- behal f service, so we are a service provider, to
corporations or those that wish to provide these
services. So, Disney or Nickel odeon or Time would be
our custoner. That range of services would include sone
of the pure technol ogy devices that we're tal ki ng about
today, things like digital certificates, smart cards,
but pl ease understand that from our perspective, that is

sinply the technol ogy aspect of it, and the real
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difficult part -- and we have gone about it tinme and
tinme again today -- is how do you bind that digital
credential to an individual, and that's really the piece
of the business nodel where we probably believe we bring
the greatest aspect of our piece of the solution.

And by the way, the -- the novenent all the way
to a digital credential is not necessary. If you wanted
to stop short of that and use things like PINs and
passwords whi ch have been used for many, many years in
the technol ogy world as security devices on an interim
basis, there certainly is some |oss of functionality,
but as you try to find an evol utionary process to nove
into a safer Internet environnment, that certainly is a
vi abl e opti on.

Qur customers are basically those people that
are facing a series of issues, be themlegal or
regul atory or public perception or financial, in terns
of trying to safeguard transactions. |If you think of
the Internet and you think of the security issues that
you are basically trying to solve, they are a couple.

First of all, you're trying to identify both
ends of the transaction, who are the parties at both
ends, make sure that the conmunication is being done in
a confidential manner and that the data com ng through

has not been altered or in any way nodifi ed.
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Over time, wth some governnent help and | ots of
ot her things, that whole network will allow you to have
contractual ly binding obligations, and we're a step away
fromthat in some of these technol ogy aspects and sone
of the regulations and case |law and things that wll
have to conme up about what will fall in that place.

The solution that we have devel oped | woul d
pl ace on today's spectrum at the higher end of the trust
nodel , substantially higher than sinply getting an
e-mai | address or asking for a, you know, sinply the
recei pt of a credit card nunber, yet what we're trying
to do is provide a solution that is convenient --
reasonably convenient, is highly accurate and is of
reasonable cost. So, we're trying to find the right
bal ance of all those issues. You can always argue about
whether it's too expensive, too inconvenient, but that's
the attenpt that we are trying to solve, and we are very
firmbelievers that any solution is going to have to be
conpl etely online.

Now, you'll have to have sone kind of a
fall-back systemto deal with the exceptions, but if
you' re not | ooking for a solution that is basically an
online solution, you're mssing the whole direction of
where this industry is going. You have to be able to

deal with virtually, you know, the vast, vast majority
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of these on an online basis.

The process, let ne take you through a general
process. A consunmer would cone to a web page, and | et
me just -- we have used Tinme and D sney, doesn't really
matter, but our custonmer's web page and indicate that
they want to do a transaction. That custonmer of ours
woul d hot-link the custoner over to a web page that we
run on their behalf. It would have the | ook and feel of
our customer. So, if it was Disney, it would continue
to look |like a Disney site.

We woul d give them a wel com ng screen that
explains that we're worried about their safety and
security in doing transactions, and would position the
process that we're going to take them through, which is
an aut hentication process, and would gain their consent
at that point in time to go through that process.

The consuner would fill out sone application
information. W've talked about it today. It is highly
personal information. It would include nane, address,
Soci al Security nunmber and a whol e series of personal
information. That woul d be passed to us securely online
froma technol ogy standpoint. W would conpare that
data through a series of very conplex and very
sophi sticated data al gorithns.

First of all, we'd clean the data up to make
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sure we have standardi zed addresses, and we're doing two
things as we work through this process. First of all,
we're cleaning the data, meking sure that people that
can't type very well are not disadvantaged, but by the
sane token, we are starting to score the data. W are

| ooking for basically a match between the
consuner-provided information and information that wl|
conme out of various databases. Those databases w ||
include third-party databases, possibly databases that

t he custoner, our custoner, has, and our databases.

To hel p you understand, obviously, we do have
very large, very conplex and highly regul ated
dat abases. The FTC i s soneone who knows us, and we know
themvery, very well. So, there is a conponent of
information here that is highly regul ated, highly
personal, but basically what we're doing is a conpare.

A | ot of conversation has been had today about
do you really want to now share your credit card nunber
wi th sonmebody new? W have this information. So, it's
not a situation where you're proliferating it to new
people. You're basically exposing it to soneone who has
it, and what we're doing is a conpare process, not a --
you know, not a gathering process.

Based on that information, we fornul ate even

deeper questions, and we proactively pose nore questions
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to you and ask you to answer additional questions that
can, again, cone out of our database or our custoner's
dat abase, and what we're doing is we're gathering your
answers and we're conparing the information that you
provi ded based off of a database that is a known

dat abase and a respected dat abase.

We basically score your answer, and based on
your score, our custoner will nake the determ nation as
to whet her your answers are adequate, is the match cl ose
enough based on their particular transaction.

We tal ked about sliding scales today. | wll
tell you that if you think about the span of the
custoners that we're talking to, between financi al
service institutions, online childhood privacy, access
to medi cal records, these transactions are vastly
different, and the risks of exposure if you' re wong are
greatly different, and our systemhas the ability to
expand and contract and nmake this either a sinple or
nore conpl ex process.

You can also raise that. You can ask nore
gquestions, deeper questions. You can also raise that
score cut-off to the ceiling if you're really very
concerned about the outcone. That's the basic process.
If you're verified, you nove on to the next, you know,

set of transactions that you mght want to do with that
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provi der.

We suggest to all of our clients that if you are
not verified, for sone reason there is a decline, that
there needs to be an alternate nethod in place, and that
alternate nethod can take a lot of different fornms. It
can be to mail things in or you call an 800 nunber or do
different alternate steps, but certainly you want to be
able to authenticate as many as you can online, but you
need to have an alternate nmethod that you think is
valid.

MR. MEDI NE: Jeff, how do you translate this
into the children's arena? You have described how | as
an adult mght get authenticated to a website, that | am
who | purport to be.

MR. JOHNSON: Yeah, we have had conversations
with a few people in the audi ence today, and our
conponent of it is one aspect of it. \Wat our conponent
does is it verifies the identity of the parent, we
believe very accurately, relatively quickly and not with
that much hassle. The issue that it does not help wth,
"1l be very candid, we have no idea how to match Jeff
Johnson with the kids.

Now, whet her or not you do that through kind of
a legal obligation, Look, | know you're Jeff Johnson,

and you're telling me Toomy is your kid, click here, and
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|'ve accepted that as a binding issue. W do not have
the ability to do that level of verification at the
child level, but we do have the ability to give a very,
very high I evel of assurance that you are talking to the
adult and not the child, and | think the coment earlier
about false positives and fal se negatives is a very,
very powerful framework to think about, because the rea
issue there is the very precocious 11 or 12-year-old who
decides that I'mjust going to cheat the system

| mean, | think that's probably the bigger
dilemma. There is a dilenmma with a parent that says,
You know, ny next-door neighbor wants nme to verify his
identity, and I'll do that. That's an issue | don't
have a solution to that.

MS. LEVIN. If | could ask, Jeffrey, what
percentage of children -- let's say that teen or the
precoci ous child who wants to falsify it and they put in
their nane, howlikely is it that you woul d have data on
that child?

MR, JOHNSON: It is very unlikely | would have
data on the child unless -- especially given the, you
know, the age group that you're shooting for here.

M5. LEVIN. And in terns of the general American
popul ati on, what percentage of adults would you have

data on so that they could actually --
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MR. JOHNSON: Well, now, you already know the
answer to that, but 1'lIl -- we have data files on
approximately 200 mllion individuals in the United
States, another 100 mllion in other parts of the world,
and the data, however, just to nake sure people do
understand, that runs fromwhat we call a very thin file
up to a very rich file. So, as they say, a 19-year-old
who has a very -- you know, probably, you know, |ess
credit relationship generally would probably have a file
with us,, but it would be thin, but that conmes down to a
little bit of our custoner's decision on how you are
going to run an algorithm | don't think you are going
to get a lot of 19-year-old parents |ooking to get
11-year-ol ds access to the Internet. | nean, it's just
reality to say that.

The other thing |I nmentioned earlier is that we
have ot her databases that we can access. The issue of
creditworthy versus, you know, say the |ower economc
denom nations that don't have necessarily a credit
rel ationship may have a check-cashing rel ati onship, may
have a bank rel ationshi p, and we have access to files of
that nature, as well.

MR. MEDI NE: W have heard a | ot about
efficiencies both fromthe parents' side and the

website's side. Does a parent have to go through this
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process of registration every tinme their child visits a
website or do you give thema digital signature that
t hey can then use?

MR. JOHANSON: No, the clients we have talked to
to date or the prospects we have tal ked to have thought
t hrough either they would verify them once, issue either
a digital certificate which gives themthe ability to
then conme back and just use the certificate the next
time around, or using, again, a PIN or a password if
they don't want to nake that leap into this technol ogy,
which is alittle bit -- you know, I knowit's -- we had
some comments earlier, and VeriSign is a conpany we
conpete wth.

The technology is there, it does work. It's not
the easiest stuff to deploy, it hasn't been depl oyed
wi dely, and nost people say, Gosh, if | could use a PIN
| know how to use PINs, |'ve got PIN nmechani sns al ready
in ny applications, |1'd rather use that today.

MR. MEDINE: And then briefly, how practical
would it be to deploy the technol ogy and roughly what
woul d the cost be to the parent and the website?

MR, JOHNSON. Okay, our business nodel is not to
charge the end user in terns of the consuner. Qur
busi ness nodel is to charge the entity. Now, if they

choose to pass that expense down, that's -- that would
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be their decision.

For a website that's operating at a reasonabl e
vol une, the application I'mtal king about here, just the
aut hentication piece, is probably in the, oh, $3 or $4
range, depends on the volune. |[If there is a dilemm
based on what we've heard today, it is very hard to
deploy this at a very small volune range. Qur -- you
know, the work in ternms of setting it up and working
through the client, and if they have 400 custoners, this
is going to be a real challenge for us. |It's basically
designed to be a mass nmarket, very |arge depl oynent.

MR. MEDINE: Turning to Kevin O Neil from KPM5
you mght discuss a little bit about the role of
internedi aries fromyour perspective in ternms of
obt ai ni ng parental consent.

MR O NEIL: First, by the way of introduction
" mthe manager in the information risk managenent
practice at KPM5 specifically I've been working on
privacy services as they're evolving in a gl obal
mar ket pl ace that we see at KPMG as sonet hi ng reachi ng
across the planet. Essentially we help clients,
mul ti nationals especially, dealing with the European
Data Protection Directive and not sinply a U S. focus,
because our clients really are gl obal players.

Just as a way of introductory remarks here, also
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KPMG is an auditor, and at the end of the day, we guard
the guardians. |If sonebody is a certification

aut hority, guess who watches themto nake sure that
they're followi ng the security practices, et cetera?
We're the ones who actually dreant up the security
policies and practices essentially for VeriSign, and so
we audit them against those practices to make sure that
they do their job as they state publicly to many

organi zations. So, in our trust nodel, you have got to
have sonebody watchi ng those individuals who are issuing
these digital 1Ds.

First, let ne provide sone context on energing
t echnol ogy and busi ness nodel, which could provide a
solution, nore accurately a framework, for addressing
the need, the requirenent, to protect and nediate the
i nformational privacy interests of parents, children,
busi nesses and governing authorities.

Mysel f and others within KPMG and wi t hout the
firm our clients, our partners and our conpetition, see
an evol ving privacy marketplace, a new hybrid industry
with new and old players hoarding a set of innovative
solutions, and yet to many conpani es these are very
instructive technol ogies -- destructive, excuse ne.
They | ook at these business nodels that are being

offered by internediaries, and they find themvery
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threatening to thenselves. Disinternediation is the
word that they use.

Ckay, | amgoing to | everage sone of the ideas
by C ayton Christian (phonetic) in his recent book

call ed The I nnovator's Dilemma: When New Technol oqgi es

Cause G eat Firns to Fail, and we see this failure

occurring right now as conpanies react to privacy in
what we woul d consider not a strategi c node.

Al'l right, destructive technol ogi es,
privacy-enhanci ng technol ogi es, business nodels that are
i nnovative opportunities for a few are becom ng wake-up
calls to those who fail to recognize the intrinsic
advant ages in adopting these technol ogies and of fer new,
interesting digitalized assuring services to protect the
consuner's information, is the word.

So, several firnms are in earnest pursuit of
meeting Christian's exhortation, to | ook again, don't
all ow yourself to be blinded by the famliar. Don't
fixate on your current clientele, but ask yourself, who
or what is driving a new market reality and how do |
position nyself for this paradigmshift, because shift
happens, all right?

Al right, a key catalyst to this new market
reality is that a global regulatory infrastructure of

i nformational privacy, and nore to the point,
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i nformati onal self-determnation rights, are being
codified, put into practice in sone 50 nations, and with
strong ongoi ng debate as to the definition, structure
and assurance infrastructure necessary to protect and
enforce this evolving corpus of digital rights and
commensurate digital responsibilities.

MR. MEDINE: If | could interrupt you, if
per haps you could just focus your comments specifically
on the children's context. Do you see essentially an
evolving role for internediaries or do you see that as
not the nodel in which to --

MR ONEIL: WlIl, as a software designer, there
are what are called user cases, and | picked up a little
case study. Do you want ne to wal k through this?

MR. MEDI NE: Ckay.

MR ONEIL: In the digital world -- excuse ne,
in the physical world, nomtells Jonathan to be honme by
5:00. Mminsists Jonathan not to speak to, associate
with Mark. Mark just recently instructed his younger
friend on the subject of scoring with chicks. Mmdid
not approve.

Jonat han conplains and tells his nother Mark is
the best trick bike rider in the nei ghborhood and he's
teaching me sone really cool nmaneuvers. Mmthinks

that's not the only tricks he's teaching her son. Mark
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advi sed Jonathan to get a new bike with a new
conpetitive equi pnent on board. Mmsays, Wio is this
kid pitching a $700 bicycle to ny kid?

Now let's go digital. This is an online world.
How does nom control this environnent essentially that's
surroundi ng her child? Trick bi ke manufacturer called
Cool Bi ke Manufacturer operates a community of trick
bi ke masters. They host free e-mail, chats and ot her
networking tools to enable kid-to-kid interactions.

In return, bike manufacturer wants to know who's
got what equi pnent, our conpetitor's, theirs, and other
data about children in order to help them design the
next generation cool bike. | nmean, manufacturers need
this information, specifically about children, how they
are interacting with this device, et cetera. This is
i ke adult consuner products.

Jonat han al so wants to neet someone, as nom has
now ordered himto find a new nentor. He wants to neet
sonmeone who knows his stuff, is a real master and can
teach himand his other aspiring bikers, and he'd |ike
to find who else in the nei ghborhood he can practice
with. Jonathan wants to utilize the comunity search
mechanismto find other kids in the comunity that have
certain attributes.

You see, children sign one another's personal
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informati on agents and they attest to each other's,
quote, "mastery of cool bikes,” so it's not adults
saying that these are kids; these are kids saying to
each other are children

Ckay, momenrolls Jonathan in the community via
personal information agent she just got for free from
her bank. She has a digital I D fromher enployer and
one fromthe bank and now sits down w th Jonat han and
authors his personal information agent. Mm authors
sone data in governing rules, like your data is cone
home by 5:00, interaction rules, which says you can only
interact with children fromyour el enentary school

Cool Bi ke Manufacturer can utilize, according to
mom s rules, specifically, granularly, age, height,
wei ght, and the |ast date he purchased a TRX-3000. And
if they want nore to talk to ny broker, the infonediary,
because what | want is sone value in return for the use
of nmy child s information.

@Quess what happens? That $700 bi ke is now $535,
because she has now just exchanged sone information for
sone value return, and that's what | see the market
demandi ng ri ght now.

"1l just close wth that.

MR. MEDI NE: Ckay, thank you very nuch.

And then noving on to your nei ghbor here, Austin
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HIll, who cones fromour neighbor to the north, Canada,
to make it an international forum W appreciate your
t houghts on these questi ons.

MR. HLL: Thank you, and thank the Comm ssion
for having us.

I|"mAustin HIll. 1'mthe president of
Zer 0- Knowl edge Systens. Zero-Know edge, not that we
don't know anything, just that we don't know anythi ng
about our custoners. So, we are a devel oper of
di sruptive technologies, nmainly privacy. W devel op
privacy solutions for consuners focused around end user
enpower ment and the ability to not have to put your
trust in a good site or a bad site, a good player or a
bad player, but to be able to control your privacy
yourself, a parent, a child, and not have to rely on
trusting anyone, including Zero-Know edge.

So, just in hearing sone of the comments today,
| was reflected at what a pain | was to ny nother.
was the child you all dread. | regularly found ways
around any rule that was set up. | grew up online, and

when | was spending too nuch tinme on online, the phone

was taken away. | ran a phone line through ny w ndow
down the basenent. | nmean, this was a normal course of
activity.

So, in looking at these areas, | always
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appreci ate the innovative nature of children to find a
way to get what they want, to be what they want, to do
what they want. So, | think the coments today about
having to involve kids in making this a fun thing is
very, very inportant, because | also believe that the
probl em does not just exist on one site.

The problemis not that Disney is abusing
information. \When we | ook at privacy and we | ook at
sonme of the concerns in talking with parents, we | ook at
things |ike news group, you know, sonmething | say in a
news group today as a child of 14 nay be there when I'm
28 and |'mgoing out and | ooking for a job. So, ny
opi nion on a very, you know, heated issue, political
i ssues, ny comments on a web-based chat room w | they
foll ow nme forever?

And sone of the ideas of using digita
identities to digitally sign that al nost nmake the
probl em wor se, because we lose the ability to -- if you
want to call it redenption, | certainly went through
various stages. |If everything | did in junior high was
still follow ng ne around, getting venture financing to
start a business woul d have been difficult.

So, | appreciated the fact that a | ot of ny
di gital communications are gone. | appreciated the fact

that | was able to separate nyself, and a | ot of that

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



268

was because | used pseudonyns, and | grew up online and
bull etin boards and communiti es where handl es were the
accepted form of communi cati on.

| met friends, | nade rel ationships. Sone of
them | knew who they were in real world, sone of them!]
just knew themin the digital context, and that was a
very strong relationship. | was able to gain
reputation, credibility, based on ny pseudonym and no
one needed to know who | was. It was never, ever asked
for.

| sonetinmes went into bulletin boards where |
had to prove certain aspects of who | was by filling in
gquestions, was | know edgeable in this area, but |
provi ded a handl e.

So, Zero-Know edge is focused around the goal of
provi di ng parents and children digital pseudonyns that
are untraceable to anyone except the parent. So, even
Zer 0- Knowl edge does not have the ability to break the
privacy, because we don't know.

So, the way our solutions work is it's installed
on the desktop. The privacy is universal. It's for
good sites, bad sites, doesn't matter if the site gives
off anything at all. It plugs in essentially to your
I nternet connection and it acts as a local filter to say

who are you going to be while you do this, and so it's a
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really sinple pallet.

| think everyone here has tal ked about the
requi renent to nmake this very easy. | think -- | think
that is a very strong | esson.

So, a sinple pallet that says, Wwo do you want
to be? Wiere an adult identity is associated with a
password and sone of the nethods that we've heard from
Equi fax or other services that can issue a credenti al
that says, This is a real world adult identity, but that
real world adult identity can create a pseudonymt hat
allows a child to go online, interact, set up
rel ati onshi ps, have persistent and ongoi ng rel ati onshi ps
w th people, wthout ever having to reveal personal
i nformati on, which we obviously encourage.

Now, at the same tinme, our product, because we
use digital signatures for pseudonyns, in deploying
digital signatures, it does not have to verify true
identity. You can have a digital signature that
verifies this is a child or this is a child with a
perm ssion slip or this is Aquaman, the sane, you know,
child who was here | ast sumer and has cone back again
to play. Those can exist, and so we deploy digital
si gnat ures.

And inside of that nodel, there is a |lot of room

for flexibility in adopting what are called credential
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mechani sms. Actually, in the eighties, the scientist
who worked a | ot on privacy systens, David Schoen, who
was behind D gi Cash, wote sone interesting papers on
how to provide authentication and verification wthout
having to give up your privacy, which is sonething
that's been tal ked about a | ot today.

And the way a credential nmechani sm works, the
best analogy, is imagine, if you will, an envel ope that
has a w ndow and is carbon lined. Inside of this
envel ope | have ny ID, Austin Hll. Now, | can go to ny
bank, | can go to the Governnent of Canada, | can go to
the driver's license bureau, and | can get a signature
on the outside of ny envel ope saying, "This verifies
that this is Austin H Il who lives in Montreal." They
verify that.

Now, | can also go to ny bank and say | have a
credit limt of this. | can also go to another
organi zation and say |I'ma nmenber of Bl ockbuster. Those
are all ny credentials. Those belong to ne.

Now, at the same time | can create a pseudonym
for ny child, Aquaman, and | can decide to allow a site
only to see that pseudonym and the credentials signed by
t he Governnent of Canada that says an adult has signed
this, and the Austin H Il part is never revealed. | can

choose what's shown in that w ndow, and the technol ogy
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to allowthis is there today.

There's a |l ot of questions on infrastructure
i ssues and nmultiple parties getting involved, but those
technol ogi es exist, and so | guess if | would encourage
everyone here, it's to |ook at solutions that don't
force people to give privacy up, conveni ence up, again,
the goal of trying to get verifiable parental consent,
and to realize that in nost situations you don't know --
need to know who | am

ldentity is a very, very slippery thing, and
when we go online, we have the choice of remaking a | ot
of this. You don't need to know ny address to do
business with ne online. |If |I choose to ask you to ship
sonething to nme, | will give you ny address, or | wll
gi ve you ny universal shipping ID from UPS and FedEx,
both of which are on the way in the next year. So, you
don't even know the address. You know the shipping ID
from UPS or FedEx that | give you

So, there are a ot of choices in how we devel op
t hese systens, and if we choose to nmake privacy part of
it, then | think we can devel op privacy systens where
peopl e are not required to access that data, and
especially in the area of children's privacy, |I'm
somewhat concerned in the idea, in the infonediary

nodel , where I'mselling ny child s data to get better
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pricing on sonething, because |I don't know if all
parents or all people involved actually are inforned at
what they're actually giving up.

W saw this with the free PC craze, you know, a
$400 or $500 PC, and you have ny entire personal
information for, you know, five years, ten years? Wat
is that worth? What's the value judgnment? And | think
we have to | ook at solutions that are easy to depl oy
that don't require giving up personal information.

MR. MEDI NE: Thank you, Austin.

Taki ng you back to the children's environnent,
you' ve obviously offered a systemfor allow ng children
to interact wwth websites wi thout revealing their
identity. You also posed the situation where nmaybe the
child has won a prize that has to be shipped to the
child. How does -- will your systemfacilitate that
website obtaining the verifiable parental consent to
reveal that offline contact information?

MR, HILL: Yes. Essentially what happens is
because the child identity is uniquely tied to a digital
credential fromthe parent, the parent can set the flag
to be all communication to nmy child goes to ne, and that
can al so include requests for personal information. So,
a parent can | eave the conputer, know the child can | og

in in pseudonynous form If the child has to submt
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personal information, that request would be routed to
the parent's pseudonym and the parent has individual
pseudonyns, so the e-mail addresses for each individual
are different.

So, the parent could receive an e-mail request
saying, Do you want to release this information, and the
parent with their digital signature, which would be
boot - strapped by sone sort of nmechanism whether it's
Equi fax or the Governnment -- | think one thing that we
have to acknow edge is that the digital certificate
infrastructure is going to evolve regardless of child
privacy online. | mean, there's currently over a
trillion dollars being day-traded online. There is
going to be a requirenent for digital certificates and
proof of identity in those areas, and those sane
credentials could be used in any one of these
scenarios. There are good standards for digital
certificates.

MR. MEDI NE: Evan Hendricks, you have heard a
| ot of discussion about where the technol ogy is going
through digital signature, internediaries. Do you think
this is the right direction to provi de adequate
protection for children? Are these the right
solutions? Do these go in the right direction towards

nmeeting the laws, requirenents, or are we heading in the
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wrong direction?

MR HENDRICKS: 1'd |like to answer that, David,
but first 1'd like to thank you for this opportunity to
appear before the FTC and to say, people, it's easy to
forget the Federal Trade Comm ssion has done nore to
advance the protection of privacy than any U S
Government agency in history, and I think it should be
commended, and these sort of workshops are part of
t hat .

As sonmeone who has followed privacy since 1977
as a baseball fan, it's al nost been |ike watching ne
come up through the mnor |eagues. Just when you're
about to get to the mgjor | eagues, you cane out with
| ast week's report where you did not recomrend general
privacy laws for adults. So, back to the mnors for a
l[ittle while, but again, you have to commend
Comm ssi oner Ant hony very much for going straight to the
all star gane with the clear recommendati on for the kind
of rights that all Americans want and deserve.

MR. MEDINE: O course, we are here in the
m ddl e of a rul emaki ng proceedi ng, which ought to give
you sone confort and warnt h.

MR. HENDRI CKS: Yes, and all of this is to
answer that question to lead to where that rule should

go. Yes, what we're hearing is very inportant, because
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you' re tal king about the goal of protecting privacy is
to really be based on the radical notion that
i nformati on be used according to infornmed consent, and |
think all of these nodels are very useful, because each
one of themis trying to set up a usabl e nodel

I nfformati on can be used with informed consent.
And because children are involved, | think we need to
have an extra special care in nmaking sure that it's
verifiable.

| think it's also inportant to know what's the
context of -- that we're dealing in here. It's
inportant to put it in context. | don't know if anyone
saw -- since we're holding up books and publications
today -- the latest issue of Privacy Tines has a story
whi ch was on the table this norning about -- we
investigated the industry that's selling high school
ki ds' nanmes and addresses, and it's any tinme you buy a
class ring, get your yearbook picture taken, get your
tuxedo for the prom your driver's |license, the SATs,
all of this is leading to the activity of high
school ers' nanes and addresses being sold to sone
conpani es who specialize init, |like Anmerican Student
Li sts, and sone of the conpanies buying this information
are schol arshi p scam conpani es.

So, we have a lot of information being collected
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and sold about children wthout their consent or the
parents' consent, and | think the | esson here and the
context is that if there is a way to nake noney off of
personal information, sonme conpanies are going to do
it.

Here we're tal ki ng about business nodels. W
had this norning versus this afternoon. Quickly I'd
like to nention that one U. S. bank had a busi ness nodel
where they were taking people's credit card nunbers and
selling them and their nanes to tel emarketers, and those
tel emarketers -- U S. bank got $4 million plus 22
percent comm ssion, but they also got sued by the
Attorney General of M nnesota, and they had to pay back
all those gains pretty nuch as part of the settlenent,
and they're also the subject of a class action suit.

So, | think it's very inportant what Kevin said,
there is a change in paradigns here, and it's not the
technol ogi es always that are changing. It's the fact
t hat people's evol ving care about privacy, that what was
an acceptabl e business practice is no | onger being
| ooked at that way, because certainly this was sonething
that they thought was okay to do, just like Allensis
(phonetic) was the conpany, for those of us here in
D.C., that was getting prescription data from G ant and

CVS pharmacy, and as soon as that canme to light, the

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



277

program was ended, and they too are the subject of a
class action | awsuit.

So, these are business nodels that basically
didn't work out, and it's because they were not based on
i nformed consent, which takes nme back to why | think
i ke what 1'm hearing here, is that we are tal king about
i npl enmenting the goal of informed consent, and | think
when you tal k about change -- Kevin's changi ng paradi gm
you know, a stock tip for everyone here is that those
conpanies in the informati on age that are going to use
personal information based on informed consent are going
to be the winners, and those that are going to continue
totry to use personal information, children's or

ot herwi se, wi thout informed consent are going to be the

| osers.

MR. MEDI NE: Ckay, thank you.

Deirdre Mulligan fromthe Center for Denocracy
and Technology. Earlier -- | would like to hear your

views specifically, but earlier Jason Catlett talked
about the Platformfor Privacy Preferences as sonething
that will always be a future technology. | was
wondering if you could update on, if you are aware,
where that technology is headed in your view and if you
think that that wll offer sonme solutions as another

t echnol ogi cal approach to sone of the issues we're
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westling with today.

MS. MULLI GAN:. Ckay, if | can take privilege,
since we only have 15 mnutes left, to start with ny
comments and finish with that.

MR. MEDI NE: Absolutely.

M5. MIULLIGAN: | really want to go back to first
principles for a second. As witten, the statute
requi res parental consent in two radically different
contexts, okay? The first, which is what al nost
everyone has been discussing today, and it's where a
website that's operated for children in the comrerci al
context wants to collect sonething |ike name and address
to deliver sonmething to a child.

Okay, we're tal king about potential marketing
uses, we're tal king about a business collecting
information very specifically about a kid, and that
requires parental consent, and as Jason said, there's
sone bal anci ng there about how many fal se positives, et
cet era.

The second is a very different context, and it's
the one that | think nerits a lot of attention that has
not been given to it today at all, because it inplicates
sone very serious First Amendnent issues for children,
and Austin was tal king about the ability to participate

using a pseudonym Underneath this statute, for a child
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to participate in chat or e-mail or a bulletin board
pseudonynously requi res parental consent, because the
kid is enabled to disclose personal information. That's
the readi ng of the actual |anguage of the statute.

Now, | think when we | ook at that, we have to
say there are sone very different bal ancing that has to
go on, and sonebody can correct ne if they think I'm
wrong, but | believe that everybody who's worked on the
statute woul d agree that that's an accurate reading.

MR MEDINE: Well, | don't think it's -- our job
is really to hear you today, and obviously we wll take
your views under advisenment as we proceed in the
r ul emaki ng.

M5. MILLI GAN:  Ckay. Well, what the statute
says is that participation in an activity that would
enable a child to reveal personal information to others
online requires parental consent, and that's regardl ess
of whether or not the website is actively or passively
trying to collect information about a kid.

Now, when we're tal king about privacy and we're
tal king about the goals of this statute, it was actually
to mnimze the inpact on children, to mnimze the data
collection and to ensure that when it did happen, it was
appropriate to the purpose and that it happened with

informed consent. | would suggest that reading a
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parental consent requirement to require sonething akin
to Equifax verifying a parent's identity and then having
another thing that not only identified this as a parent
but identified the relationship between the parent and a
child in order for a kid to engage in a pseudonynous
chat subverts the intent of the bill, right?

And so what | want to suggest is that in order
to | ook at what kind of consent nechanismwe're going to
use, we can't do it in the abstract. This is not a
battl e between protecting kids and protecting marketing;
that this bill actually really addresses sone serious
guestions about how children are going to be able to use
this medium and | think that we really need to step
back.

MR, MEDINE: Does it -- to clarify, are you
proposi ng, then, that pseudonynous interaction between a
child and a website be excluded from coverage under the
act?

M5. MILLI GAN:  |'m actually suggesting that
people try to step back and look at this in a
context-specific nethod rather than very |oudly
declaring a position on one side or the other w thout
| ooki ng at some of the serious and very potentially
significant interactions that this bill is intended to

regul ate,, and you know, this is a really serious
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activity, and this particular issue, you know, Leslie
Harris at ALA brought it up earlier, I don't think we've
heard a single coment other than Leslie on this
particular issue, and I think this is -- we know t hat
kids, what they really want to do is comunicate with
each other. Yeah, they want to enter contests, but what
they really want to do is conmunicate with one anot her,
and | think we have to figure out howthis is going to
i npact on that.

To bring that back to the technol ogi es that
we' ve been tal ki ng about today, | think Austin was
maki ng sone very inportant points. Wen we talk about
digital certificates, when we tal k about verifying or
aut henticati ng, we can be tal king about a whol e bunch of
different things. W can be tal king about identity
verification, which is what we were tal king about here.

Austin was tal king about relationship or
identifying that this is, in fact, a parent, and this
parent has a relationship with this child, and this
parent is allowed to enable this child to participate
w t hout the website necessarily know ng anythi ng about
the parent or the kid other than they are rel ated,
okay? And in the context certainly where the website
isn't going to be collecting any other information, they

are not going to be collecting nanme and address, that is
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probably a nmuch nore appropriate nmechani sm of providing
for consent, because it really mnimzes and protects
privacy on all ends.

We've heard sonme -- I'msorry, and you were
simlar.

MR. BATYRBAEV: You nentioned on this side, so |
wasn't sure who you were referring to, so | wanted to
speak to the fact that we don't actually keep any
informati on on the parents --

M5. MILLI GAN:  Oh, Equi f ax.

MR. BATYRBAEV: For instance, the account, bank
card or credit card nunber doesn't even |eave the
browser or doesn't even travel anywhere, and we really
thi nk we struck the nedi um between the industry concerns
and the privacy concerns that -- because we talked to
the industry before we devised that --

M5. MIULLI GAN: No, | was referring to Equifax.

But when we were thinking about setting up --
you know, there are a nunber of different nodels, but
sonme of themdeal with where's the information, who's
dealing with the informati on and who's hol ding onto the
information. And we have sone centralized system if
you think about AOL as a fairly centralized system
there is one point of consent. This raises a nunber of

gquestions. Are they collecting transactional data about
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everywhere a kid is interacting? It raises sone
addi tional privacy concerns.

VWat are the protections on how that data is
used? Are we creating a very detailed, vast pool of
transactional data that right now has very little limt
on | aw enforcenent access? You know, what kind of pools
of data are we collecting if we're tal king about
site-by-site verifications we're not going to create
t hose sane kind of |ongitudinal profiles that we have in
sonething |ike an advocate's dat abase?

So, in looking at these there are a whole | ot of
different questions. | think a lot of this is
prom sing, but there are a |ot of questions and they
have to be | ooked at specifically.

MR. MEDINE: | guess again just to come back to
the thenme of efficiency, one argunent is allow ng an
online service like AOL to gather the parental consent
and be the internediary wwth websites is an extrenely
ef ficient nethod because AOL can verify that soneone is
a parent through credit card transactions and so forth
and then easily give out or not give out the consent as
directed by the parent. You think that's a troubl esone
nodel ?

M5. MILLIGAN: | don't think it's troubl esone.

| think that you have to look at it carefully. There's
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a nodel such as you can have -- | issue a certificate
and | give it to you and it's useful at nmany different
websites, but | actually don't know where you're using
it, and Austin was tal king about that. | don't think
ACOL actually is tracking what different service vendors

people are interacting with on their service.

So, | didn't nmean to inpute that if anyone took
that, but you have another -- if you think about the
credit card nodel, it's an authentication device. It

proves that | amable to pay for things, but they very
actively track everyplace that | use that credit card,
okay, and so they have a |ot of information about what
" mdoing online. So, they're just very different
nodel s, and they are very -- they're appropriate or
i nappropri ate depending on the situation.

| think many of us, if we're tal king about
access to nedical records, | want the Equifax system
you know, but if we're tal king about ny kid being able
to engage in a pseudonynous chat, | -- you know, |'m not
sure what nethod -- | think I'd probably rather the
service enable nme to make sure nmy kid isn't disclosing
i nformati on, educate nmy kid not to disclose nane and
address information, you know, and nonitor. | don't
know that I'd want to have to get perm ssion, parenta

consent, Equifax verification in order for ny kid to
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participate in a -- in an anonynous First Anendnment
activity.

MR. MEDI NE: So, does that suggest -- lots of
comments earlier in the day about a sliding scale for
certain -- essentially a degree of verification
depending on the kind of information and its use?

M5. MIULLI GAN:  And the activity. | nean, |
think that we're really -- one is tal king about
collecting data fromchildren for specific purposes, and
the other is talking about there's a risk of children if
you enable themwi th a tel ephone or a nodemor an ISP to
di scl ose i nformati on about thensel ves that others who
are seeking to do them harm may pick up, and | think we
have to figure out how to deal with that in a way that
doesn't suggest that every tine a kid wants to speak,
they need their parents' perm ssion.

MR. MEDINE: Priscilla Regan from-- we wll
come back to P3P in a mnute, but Priscilla Regan from
CGeorge Mason University. W have heard a | ot about
devel opi ng technol ogies. \What's your perspective on
that and essentially how do we force technology with a
standard that -- and the statute that requires use of
reasonabl e, avail abl e technol ogy?

M5. REGAN. Ckay, thank you, David.

| think the one response | have to what |'ve
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heard this afternoon is that it worries ne that in order
to get verifiable parental consent, we may nove to a
systemwhere we really require parents to conprom se
their privacy, and | guess in part here it's that the
Equi fax systemthat causes ne to raise that concern

| think we need to renenber that in public
opi ni on surveys, as well as in what we've seen in the
behavi or of individuals, people are reluctant to go
online if they're going to conprom se privacy, if they
have got to give out personal information, and we're
trying to develop an Internet where both parents and
children are confortabl e going online.

The nodel that the | aw adopted is one that says,
you know, we protect privacy by parental notice and
parental consent wth the thought that we're trying to
[imt or, you know, give parents and children control
over that flow of information. And I don't think we
want to | ose sight of the notion that we're trying to
m nimze the collection of information.

| think the notion of pseudonynous
communi cations is a very valuable one. | think it's
inmportant. | think it's how kids tend to conmuni cate
online. They like the notion that they're not --
sonething like that. That's their way of interacting.

| don't think kids are likely to give up nedica
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information online, so the sliding scale kind of
approach that was tal ked about this norning |'m somewhat
worried about, because | think that there's sone very
basic information that has to do with nane and address
which is what you really want to nmake sure that kids
don't disclose. So, the sliding scale may not be -- may
not fit that.

MR. MEDI NE:  Ckay.

St eve, what about -- | guess sone of the
greatest concerns are about the safety and security of
the children. How do these various technol ogi es address
t hat concern?

MR. LUCAS: | should have nentioned when
tal ked about our Persona product, we do have the ability
to provide consuners, both children and adults, with
what we consider to be anonynous profiles, nore on the
pseudonynmous. We're | ooking at providing various |evels
of anonymty.

One of the concerns that we have is if we
provide what is sonetines referred to as factua
anonymty, where it is really inpossible in nost cases
to verify who the person was, that we're concerned that
we wouldn't be able to provide legitimte | aw
enforcenment agencies with information in the case of

soneone being stal ked, either the child or the stal ker
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t hensel ves.

| can tell you as the fornmer Cl O of Excite, had
we not been able to do this in several cases, there was
one case in particular where we were able, unfortunately
post an abduction, to be able to find an individual, but
al so, we would not have been able to avoid several cases
where an abduction was |ikely.

So, | think we have to bal ance the technol ogy
with the ability to be able to, you know, to be able to
find, in the case of a legitimate request by a | aw
enforcenent agency where there's a potential threat to a
child, be able to identify who that child is, but I
agree with the notion that, you know, from al nost every
pur pose on the web, until the point in tinme when you
actually have to comnmt to a transaction, there is no
reason to know who the person is.

It's kind of |ike when you wal k into \Wal Mart.

If the greeter greeted you instead of saying "Wl cone to

Val Mart," "Let ne have your credit card information in
case you want to buy sonething,” | think we would all be
upset wwth that. | think you can use the sane anal ogy

on the web. You shouldn't be asking for information
unless -- | like the European Data Directory | anguage,
you know, information for the specific and unanbi guous

use of data.
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MR. MEDINE: W are going to run until about
4:30 since we started late. Austin and then Evan.

MR. HILL: One point that 1'd like to address
that | think Priscilla nentioned, as well, in |ooking at
the issue of privacy, specifically child privacy, and
t hen backi ng up and saying that we want things |ike
parental consent, | think it's inportant to back up and
remenber the context in which we're pronoting privacy.

This was an internet that was never ever
devel oped to do what we're doing on it, okay? It was
never planned to get out of the lab. It just happened.
There is no privacy in the infrastructure. There is no
authentication in the infrastructure. The packets are
not secure. And the amount of information being
currently pushed online and the encouragenent to just,
you know, get online, you are going to mss the boat, do
it any way, don't worry, is causing parents to |ose
their privacy as well as children.

| mean, the GVU study, if it's any indication,
shows that, you know, the current preferred nmethod for
privacy is lying. Fifty percent of web-based forns, you
know, people lie. This is not building a very healthy
econony that allows for privacy and accountability and
reputation and verification. So, | think we need to go

back and | ook at what role do things like digital
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certificates, encryption play, and | can't stress enough
the role of encryption.

If the FTC does want to influence anything, they
m ght want to hel p support sone of the noves to lifting
sone of the current controls on encryption technol ogy
that are probably the best tools for protecting privacy,
but certainly we've |ocated in Canada specifically
because Canada has decided that encryption and
protection of privacy is nore inportant to the gl obal
infrastructure than restricting encryption, so those
t hi ngs have to happen in the infrastructure, and from
that point | think it's easier to | ook at issues like
consent, pseudonyns and the rules that are associ ated
with it, and we can certainly focus on certain parts of
t he technol ogy.

Dei rdre was nentioning, you know, not allow ng
peopl e to rel ease personal information. That's
sonet hi ng we have obviously built in so a parent can say
| never want ny child' s pseudonymto be able to transmt
our address or our phone nunber, and a parent can set
that up, and it happens at the | ocal conmputer. So, it
doesn't matter if it's a good player or a bad player, it
just can't go out.

But Iike I nentioned before, | was a bright

child, and | would expect any, you know, reasonably
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intelligent 13 or 1l4-year-old to be -- nanmed Bob to be
able to type "B dot dot dot dot O dot dot dot dot" to
get past pretty much nost engines. So, | would think
that the real inportance is educating our children and
maki ng sure that the standard on the infrastructure is
privacy as opposed to no privacy, which is certainly not
where we're at today.

MR. MEDI NE: Thanks.

Evan?

MR. HENDRI CKS: Well, | think when | spoke of
context | was trying to nmake the point that there are
sonme organi zations that if they can get information on
children, they will develop an industry around that and
buy and sell, there will be traffic init, and that's
why | feel that the whole point of this, what should
come out of this, is the strongest possible rule for
verifiable informed consent.

What we're hearing today, nost of these are part
of a-- well, it's like fraternities. They're Geek
letters, they are al pha or beta, and they are prom sing,
and we hope they cone into being, but right now we're
dealing -- it's futureware. Ri ght now we don't have the
mechani sms, so we're still -- to get verifiable infornmed
consent, we are going to have to have sone kind of an

of fline step.
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Now, for the issue of chat roons, | think
agree that kids should -- if parents want to consent to
their kids entering a chat room that should be speci al
consent, but in ternms of sliding scale, it should be
actually a higher level of consent, because you're
consenting to the child entering the chat room and then
you're -- also there's got to be a warning to the parent
and to the child not to post information and -- but if
they do, they are allowng for a certain risk that if
they don't adhere to a certain |level of comon sense,
they are going to do that.

You can't really legislate that, but when you
tal k about sliding scale, | agree with Priscilla,
thi nk that sounds |i ke dangerously |like a slippery
slope, and | don't think we want to go down it.

MR. MEDI NE: And how do you resolve the view
about the strongest protections with the statute's
mandat e about reasonable verification wth the best
avai |l abl e technol ogy?

MR. HENDRI CKS: Well, technol ogy includes the
t el ephone and the fax machine and the nail and all those
things, and it has to be -- verifiable cones first. |
mean, verifiable is the operative word in there, and |
just don't feel satisfied that in the current context,

partly because, |like we said right here, that the system
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was not built for this. So, to say we're trying to put
a round hole in a square peg, so to speak, but
basically, no, you need to -- technol ogy includes the
technology that's offline, too, and if that's what we
have avail abl e, then that's what's avail abl e.

MR. MEDI NE: Gscar and then Deirdre.

MR. BATYRBAEV: Thanks.

| kind of skipped ny introduction, and before I
becane chairman of eOnelD.com | worked in a nunber of
hi gh-tech conpanies, all in the security projects and
PKI projects and so forth, and sone of the coments |
wanted to give is about the -- how sonetines conpl ex the
PKI technol ogy becones, even for people in a conpany
li ke Hewl ett-Packard. Ten percent of the people called
in the help desk when the digital batch product was
rolled out just this year fromny information.

So, basically the public infrastructure or PK
and digital certificates, |like many of the industry
menbers expressed, speaking fromnmy background as a
sof tware engi neer, although | want to see it wdely
depl oyed, is just not w dely deployed right now, and
there are difficulties, let's say, Internet Explorer 1V,
even nunber four, on the Mac pl atform does not support
client certificates.

Now, al so, the AOL nunber three, which uses

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



294

Internet Explorer 111, does not support client
certificates, and there are mllions of people who are
sitting on AOL-3 client as a nmeans to access the
Internet. So, the -- the ACL -- AOL -- the e-nmui
system whi ch AOL uses does not support signing e-nai
with digital signature either, even nunber four, version
nunber four, and AOL is the biggest provider of online
access, as you know.

And it's not only conplex, it just also is not
supported by the technol ogy, which is browsers. It is
supported nore and nore now, but it's still not w dely
spread, as the lady fromthe Library Association was
tal ki ng about, we don't want to -- and other people, we
do not want to preclude people who do not have the
| atest technol ogy to have access.

MR. MEDI NE: So, what | esson do we draw from
that if consunmers don't have adequate technology and if
sonme of the newest technol ogi cal devel opnents are highly
conpl ex, where should we go in setting a standard?

MR. BATYRBAEV: W should go to a sinpler
solution. | nmean, | -- you know, to give a plug for our
conpany, we do have a sinpler solution which does not
use digital certificates, which does not use public
infrastructure and which also allows conpanies in the

industry to license the -- our technology, if they don't
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want to nmess with our internediary role, per se.

We do have internediary product, as well, in
devel opnment, which does not use digital certificates or
public infrastructure. So, it's like don't try to say
that the solution has to -- well, obviously you guys
never say that, but the -- it's like if industry and
consuners say that the public infrastructure is not yet
mat ure and wi despread, then there woul d be anot her
sol uti on.

There's always a technol ogy solution to any
problemif -- given the incentives and so forth like you
said, and if one solution doesn't work, then other
solution will work, even if it's our exanple or other
conpani es which nmay energe exanple. And that's -- and
al so | have heard sone comments about 13 and
14-year-olds. | do not think the statute deals with 13
and 14-year-old people. It deals with people under 12.

MR. MEDI NE:  Under 13.

MR, BATYRBAEV: Well, under 13, yes. So, the
sophi stication level may be a little bit |less, and the
-- the notion of nobst enterprising children defeating
certain systens is okay as long as 99.99 percent of
children who were not nost enterprising will -- privacy
of those people wll be protected.

MR. MEDINE: | guess we are going to exclude
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Austin fromthat group.

MR. BATYRBAEV: Oh, he is a really smart guy, so
| mean the....

MR. MEDI NE: Ckay, Deirdre?

MR, BATYRBAEV: And |I'm not sure what age group
he was in when he was doing this.

MR. MEDI NE: Probably in the age group we were
t al ki ng about .

Deirdre?

M5. MILLI GAN:  You had asked ne just to talk
about Platformfor Privacy specs. The final spec has
not been approved, but there are sone people working off
of I think the concept of what is behind P3P, and I
think if you talk to Steve Lucas, | think if you talk to
Austin, so the notion of enabling people to set their
own -- meke their own decisions and to nmake sure that
they' re conmmuni cated and to kind of enable privacy in an
automated fashion is definitely noving ahead, and |
think that, you know, the P3P activity has hel ped nove
that direction

The question is whether or not there's going to
be a standard platform and it's kind of the sane
question, is there going to be a PKI infrastructure?
Vell, we all hope so, because a whol e bunch of

i noperabl e systens is really not a good end gane.
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MR. MEDINE: Well, just to let ne repeat for a
m nute, which | guess enables the consuner to set their
browser, do you see that as a possible solution to
protect children by setting a browser so that you only
visit sites that have certain privacy policies with
respect to children or use it as a consent nechani sm for
visiting sites and allowing information to be
col | ected?

M5. MILLI GAN:  Yeah, | nean, P3P is a
specification, it's not a product, and that -- the sane
way | couldn't evaluate digital certificates, are they
going to be useful here, |I couldn't say is the P3P going
to be useful here. You certainly could design an
application that would be useful in the sane way you
could design digital certificates that are useful. You
coul d devel op a product that | would say no, you know,
so it really depends.

But | just want to throw out a scenario, if |
m ght. You asked for, you know, people are saying a
sliding scale. | don't think a sliding scale is the
right analogy, but | think a context-specific decision
about what's appropriate is exactly what parents do al
the time, and so, for exanple, if there is a website
that's designed for children and they enabl e, you know,

sone kind of chat or bulletin board, interactive
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activity, it's fully nonitored 24/7, they only allow
kids to do it after they have read sonet hing and ki nd of
said that they've read it. They don't actually say who
they are. It's done with pseudonyns. They are not
collecting any identifiable information, and they have
actually instituted sone |imts for the, you know, not
the brightest kids on the block, but for nost kids, they
are not going to be able to type in information.

Do we -- are we going to require a, you know,
Equi fax version of parental consent, or are we going to
go say that there m ght be sone other way because we
want the kids to be able to interact? And | think those
are the kinds of things that | would hope that the
Comm ssion woul d | ook at, because | think that they are
di fferent than whether or not you're specifically
collecting information that you're going to use tonorrow
for marketing, you know, that there's just different
costs to the kids of those fal se positives.

Is it I"'mnot going to be able to talk or is it
|"'mnot going to get, you know, the prize? And | think
they're a little different.

MR. MEDI NE: Ckay. Kevin and then Steve?

MR. O NEIL: Just a thought, just a -- | went
into a restaurant just a few days ago, and | have never

noticed the sign, and it was rated B, and it's Persian
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food, and I love Persian food, so | eat there at nmy own
risk. It's not an A-rated pl ace.

And I'"mjust saying in terns of privacy and the
trust market that is evolving, can the FTC say i nstead
of a staggered |law, could you essentially establish
| evel s of trust and |l et the nmarketplace deci de where the
kids are going to go and where the kids are going to
pl ay? But what we're seeing right nowis that instead
of 1SPs, there's an industry called ASPs, application
server providers, and they're hosting |ots of conpanies
who cannot afford, you know, hundreds of thousands of
dollars worth of equipnent, and so they essentially
subscribe to a, quote, "kosher site," a secure site, and
they utilize those services.

Your business nodel, Austin, could you host a

bunch of sites that offer kids, you know, et cetera, and

they will -- and you'll be essentially an ASP. You w |
host these sites, and you'll be the one who will be
conpliant with the FTC. | nean, there's just a

different way of cutting this.

MR. MEDI NE: Ckay, thanks.

| amgoing to take the last comment from Steve
and then we'll have the open m ke session, and Steve, if
you can just really again clarify when your kids version

m ght be ready for the marketpl ace.
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MR. LUCAS: (kay, again, an aggressive schedul e
woul d be sonetine in the fourth quarter of this year,
probably nore realistic, after going through a series of
very strong beta tests, probably first quarter next
year .

| just have two quick comrents, though. The
first is | nmentioned that our business nodel is based on
the prem se of being able to track using information on
the web. We think that's critical. Wen any
information is released on the web, we track the URL
what information was rel eased, whether or not it was an
exception, what the stated purpose of the information
was used for, the time, the place, all of that
information, and the parent can drill down any of that
information. So, we think reporting is a way to catch
the bad actors, in a sense, along with doing traditiona

ki nds of approaches |ike seedi ng dat abases and ot her

t hi ngs.

The other thing | would like to nention is the
role of access. To ne access is critical. 1t is going
to be critical | think not only in the United States but

it's clear it's going to be required in dealing with the
Europeans. | understand the issues of access of, you
know, again, the authentication and the nonrepudi ation,

but access is one way to solve the problemthat Austin
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menti oned of 40 percent of the data being falsified,
which | think consunmers do to provide a fal se | evel of
anonymty.

| f consuners had access to information and they
are responsi ble for data cleansing, the biggest cost of
managi ng data on the web, which is that process, is not
elimnated, but it's certainly inpacted positively, and
t he advantages and the cost savings could be passed
along to the consuner. And when sites -- when conpanies
say that they can't provide access other than for the
aut henti cati on of nonrepudi ation reasons, | think that,
you know, we can deal with it at sone point in tine.

| find it, to be honest with you, sonmewhat
ridiculous, the reason being is that we can spend
billions of dollars to data mne the hell out of
consuners, but we can't spend the noney necessary to
provi de basic access? | find that to be a real
conflict. | don't understand how t hat can happen.
propose that if we spent a fraction of what we use in
terms of funds to create the data m ning applications,
we coul d solve the access problempretty quickly.

MR. MEDI NE: Ckay, thank you.

Now, let's -- if anyone in the audi ence would
like to get up, you may just want to be stretching after

being here for a long day, but if you would also like to
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ask a question.

Ckay, thank you. Equifax, for the record, is up
and avai |l abl e now.

M5. AFTAB: Parry Aftab, but |'m not commenting
as a cyberspace lawer, so I'mtaking that off so Ron
can be the cyberspace | awer for the session. |'m
commenting as executive director of CyberAngels and a
child safety expert, and Deirdre had commented on chat.

Wen | see the different |evels of parental
consent, however we do it, | think the highest |evel of
parental consent has to be in chat, and although we can
see adults being able to chat as a free speech issue, |
think with children we need to recognize it's a safety
i ssue and that the reason it's been broken into two
pi eces when the FTC has regulated this is one is
deception, people are using information, sharing it with
others, and the other is safety, the unfair practices.

And so that even if kids are com ng in under a
pseudonym in a live chat situation, not a bulletin
board, because sonebody can screen the bulletin board,
but in alive chat that is not timnme-delayed, and only
Juni ornet proposes a tine delay and maybe Ki dsCom - -
yes, KidsComis doing a tine delay, but it's very
unusual for that to happen, because there's like a

five-second tine delay and it burns people out in a few
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hours. So, tine delay is not being done.

It depends on the kids and how well we train
them and how well we train the parents and what we have
kids do. Oten they are sharing information and not
realizing it. The nanme of their school team the nane
of their school. A lot of the things they don't realize
will allow the bad actors to find them and in ny role
in CyberAngels, | help parents when kids have been
abduct ed and abused and | work with the FBI every day on
these issues, so | want to be sure that when we talk
about l|evels of consent, that as inportant as free
speech may be to a kid in a vacuum we need to recogni ze
that safety is a very inportant issue here, and the
parents need to recogni ze that their kids are chatting,
even with fully nonitored chat 24/7, that the parents
need to recognize that there is a risk there, that
certain information will be given by your children
i nadvertently or unintentionally to soneone who is
masquer ading as a kid on the other side of the chat, and
that's just a comment.

M5. MILLIGAN: | amwell aware that there are
two separate issues here, and the issue is what the
statute ends up addressing, because it can't say we are
going to ensure that kids don't disclose infornation to

ot her people when they talk to them It says we are
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going to get parental consent.

Now, is parental consent necessarily going to
stop the kid in the chat room from di scl osi ng
i nformation about thenselves? No, but what we've

created is a sense that what we're going to do is

hopeful |l y engage parents. | think it's great that we're
going to engage parents. | think there is a risk.
There are -- there's a | arge segnent of the

popul ation that gets access through libraries and
school s and doesn't have conputers at hone, and if we
design a consent nechanismthat may not be verifiable,
because | don't know exactly what is, right, but is nore
difficult, nore cunbersone, perhaps even it's an e-mai
based, but the parents don't have a separate e-nai
account fromtheir kids, or it's a fax-back or whatever
it is, that we could have an inpact on kids' ability to
interact, even in the classroomsetting where there is
probably a teacher there, okay?

And |'m not saying --

MS. AFTAB: | think it's a risk that parents
need to tal k about and the option is tine-delayed chat.
We'll talk later, but --

M5. MILLI GAN:  But the solution is broader than
the potential problem and perhaps there's ways to kind

of nuance it and get at the problem
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MR. MEDINE: This nay have to happen offline.

MR. BATYRBAEV: | just want to say that there is
a way for parents in our systemwho do not have Internet
access to give their verifiable parental consent whose
children do have access from schools and |ibraries.

MR. MEDI NE: Ckay, thank you. W are going to

have to nove on. |If you could identify yourself.
M5. CRAWFORD: |'m Susan Crawford from W ner,
Cutler & Pickering. |'mhere on behalf of

Juniornet.com and Parry has nentioned the conpany a
couple of tinmes. W filed coments here, as well.

Part of the session is devoted to tal ki ng about
al ternate business nodels. Juniornet.comis a
subscri pti on-based service that asks for advanced
consent based on credit card information, nonitors chat
roons and provides terrific content to kids, including
Hi ghlights, Sports Illustrated, and the nessage 1'd |ike
to bring is that parents are extrenely interested in the
service, and early acceptance is high.

So, parents are willing to pay for good content
associated wwth a safe online environnent. It |ooks
like the Internet, but you don't have access out to the
rest of the Internet.

MR. MEDI NE: Thank you.

M5. RICHARDS: Hey, Jeff Richards, Internet
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Alliance. [|'ll be real quick
As a former epidem ol ogist, in our discussion of

fal se positives and negatives here, we should be really

careful not to strain an analogy. |In fact, it's really
inportant to us. It's really inportant not to have
parallels. You used to have to kill a rabbit to do a

pregnancy test or to see if sonmeone had syphilis, and
that was a very high standard. It was a very sensitive
and specific test and required gruesone things done to
ani mal s.

The tests that are avail abl e now, including hone
pregnancy tests, may not be as accurate. Consumers may
have to be educated on all of those issues, but there's
clearly a marketpl ace demand and educat abl e adults who
can deal wth things.

Now we' re tal ki ng about children and how w ||
you test our nethodology. That's where | think we
should really go, is how we test what we do, how we | ook
at choices. Medical testing today nore and nore | ooks
at the real mof choices and affordability, so that the
total picture can be nade avail abl e and accessi bl e,
which are issues | think we're very nuch tal king about
here today. So, | caution us, be careful about
extendi ng that anal ogy too far.

MR MEDI NE: Thanks.
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Just again to reiterate Lee's comments earlier
that we woul d be happy to recei ve subm ssions during the
comment period on the proper approaches and the
met hodol ogi es to be used to assess the | evel of
protection here.

MS. CATLETT: David, could I just add here,
was not advocating cutting the kids in half.

MR. MEDI NE:  Ckay.

MR | ZRAK: Mark |zrak at bizrocket.com

| hate to bring this up this late in the day,
but | think there's a whole side of this that isn't
addressed, and that is that how do the parents know i f
the site is a good site to enable -- that they would
enable to have that information? And that's what we're
trying to offer, because we have a search engine that's
tied to a public forum and what the public forum all ows
is anybody to go in and tie to any URL any comments,
conplinments or file conplaints that we help to resol ve
with the other side, with the website.

So, this gives a forumfor people to be able to
go to to check and see what ot her coments have been
pl aced about this particular site before they go and
say, Ckay, | want ny child to have -- | want ny
information available to this site to do with what they

want to do with it.
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MR. MEDI NE: Thank you. We haven't obviously
touched on the notice provisions in the law as well as
all of our consuner education responsibilities.

Yes?

MR. MENGE: Good afternoon. My nane is Eric
Menge. I'mwth the U S. Small Business
Adm ni stration.

Regardl ess of what the FTC finally cones out
wthinits final rule, whether it's sliding scale or
alternate technol ogies, one thing that's clear to ne is
it's going to inpact thousands and thousands of web
pages and potentially thousands and thousands of snall
busi nesses, and because of that | think the education is
a crucial part of this, that regardl ess of what the FTC
finally cones dowmn with, that they need to let the snal
busi nesses that will be inpacted by this rule know

There is a section as part of the Snall Busi ness
Regul at ory Enforcenent Fairness Act, SBREFA, Section
212, which requires a federal agency prepare a
conpliance guide, which is an easy-to-use, clear and
pl ai n | anguage gui de to nonattorneys, nonlawers, people
that aren't here in this roomtoday, that can know what
exactly is required, what isn't required, whether a
pseudonym by itself is okay.

| think we already had that question earlier
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today, but that's the sort of question that would be
answered. So, | just wanted to encourage the FTC to

| ook into a conpliance gui de whenever it conpletes its
r ul emaki ng.

MR. MEDI NE: That's an excel l ent suggestion. W
do that, of course, in other areas and we woul d be happy
to work with the Small Business Adm nistration to
prepare those materi al s.

M5. CLARKE: Jorian Clarke fromGrcle 1
Net wor k.

One of the things we need to think about are
| ong-terminpacts of the decisions we'll be making.
We're here in Washi ngton having a debate about the
i npact of violence in entertainnent and we have seen
recently in children's behavior in schools. Wen ny son
was growi ng up and he broke the baseball -- broke the
w ndow at school with his baseball, | didn't encourage
himto go to the school and tell them Aguaman did it.

He -- it was inportant for himto identify hinmself and
take responsibility for his actions, and so |I think we
have to | ook at pseudonyns and anonymty and try to
decide what will be the inpact |ong-termfor Kkids.

MR. MEDI NE: Thanks.

And the final comrent?

MR. CASTRO Seeing as |'mthe | ast person
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standi ng between you all and dismssal, I'll try to be
as quick as possible. M nane is Luis Castro. |I'mwth
a conpany called smartgirl.com It's a website for teen
girls, it's an advertising-free website for teen girls.
Al the content on the site is by the girls who visit
it. They fill out surveys and do reviews on products,
i ssues that are of interest and of concern to them

| wanted to first of all just say | appreciated
the coments that were made today around a coupl e things
that were inportant to us. One was the idea of |ooking
at the context in which information is used and the
context of the site itself. W think that's inportant,
because the information, any information we collect is
not provided to third parties. It's for, you know,
newsl etters, it's for nmessage boards. So, | think
that's an inportant thing to take into consideration.

| al so appreciated the coments about maki ng
sure that we don't tranple other privacy issues or the
privacy rights of others, parents, for exanple, in
maki ng sure that we're protecting the privacy of
children, as well.

A final thing | just wanted to touch on was our
denographic is 12 to 19, so we're one of those sites,
i ke others out there, that the predom nant denographic

of ours is not under COPPA, but we do have visitors who
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are, and we have situations obviously where we woul d
have a check box for kids who are under 13 to check so
that it, you know, we need to collect information from
them They would need to get parental consent.

My question is, our liability when a child who
is 12 years old decides to pretend she or he is 13 years
old and what if at sone later point it's found out that
this child actually is 12 years old and has cone into a
site or into our nessage boards which is for
13-year-ol ds, how responsible is the site for that
fact?

MR. MEDINE: Well, the | aw does have sone --

W thout giving an interpretation, the | aw does have sone
provi sions that address reliance, reasonable reliance on
what the child visitor tells you on their visit to the
website, on a site that's not directed to children.

Good, thank you very nuch for your comments.

l'"d like to re-introduce the bureau director --
first, thank you all of the panelists for engaging in
i nteresting discussion, which will be very helpful to

us.

(Appl ause.)

CLOSI NG REMARKS
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MR MEDINE: 1'd like to re-introduce the bureau
director, Jodie Bernstein, for some closing remarks.

M5. BERNSTEIN. Thank you very nuch, David, and
let nme be very brief, of course, but first of all | want
to thank all of you for comng and participating. As I
said initially, this has been a very val uabl e process
that we have used in the past, and | think this one was
maybe because all of you have participated in others,
we've all gotten better and better each tinme, because it
truly was a | earning experience for me and for our staff
and hopefully for all of you.

And while I"'mat it, let me, as | often do, 1'd
like to give all of our staff a nice big fat bonus |ike
all of you do when your stock goes up, but we don't have
any stock yet. Hopefully --

MR, KAMP: | PO

M5. BERNSTEIN: |PO for the FTC, how about

t hat ?

UNI DENTI FI ED SPEAKER:  Spin of f your website.

M5. BERNSTEIN: Now you're talking. It's very
good. It's very good.

Well, short of having a bonus for ny fol ks, how
about -- this group did a phenonenal job, a round of
appl ause.

(Appl ause.)
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M5. BERNSTEIN: And | do appreciate the nunber
of folks who |I presune voluntarily said what a good job
the FTC does on listening to the public and on trying to
informitself. That will be in the record, so we can
take sonme credit for it. So -- and | only had one other
sort of smartass remark to make, because | always |ike
to have one, and that's for Evan, and | guess -- |
couldn't resist it. The Privacy Tines giveth and the
Privacy Tinmes taketh away, but we appreciate it.

| tried to tell the Chairman what your anal ogy
was to the baseball, because | was just in there, but I
blewit all together, so you'll have to wite it down
for me in order to nake it.

M5. AFTAB: It's in the transcript.

M5. BERNSTEI N:  Sonebody el se explain it to ne
and then | can explain it to the Chairman, good.

MR. HENDRICKS: It was a real homerun

MS. BERNSTEIN. That's good enough. That's good
enough.

| think there were sone kind of consensus views
that energed today, and -- but | should nention, again,
this is a rulemaking, it is on the record. W had two
comm ssioners with us today for a good part of the day.
They're not here right now, but, of course, it's a

deci si on- maki ng process that we're engaged in, which is
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somewhat di fferent than other workshops that we've had
where -- where we could be, | suppose, nore -- nore
informal in the way we go about maki ng deci sions, but |
think -- | think it worked very well today, and | know
that they both nentioned to ne that they felt very well
i nf or med.

So, a few conclusions that | think energed.

One, and this is not a terribly serious one, but | think
all of us are convinced of the innovative nature of
children, which I think is an inportant general concept
to keep in mnd. One of ny fol ks was busy confessing to
me today about taking noney out of her nother's purse
but not taking her credit card out. So, we know that
there are lines to be drawn about the innovative nature
of children.

But nore seriously, one that | thought we had --
| heard with anonymty was given the rapid growth of
Internet related products and services, which you al
agreed on, the rule should be flexible enough to
enconpass new consent mechani sns as they energe.
think we all agreed that the technology is changing, it
is emerging, the new nechani sns are com ng and we need
to be hopefully as flexible as we can so that they can
be enconpassed.

Secondly, that there is a need | think and a
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desire for products and services that will help
entrepreneurs and who are often small business to obtain
parental consent at a reasonable cost. Another issue
for small business seened to be that we need to consider
educati onal opportunities for themto know what the rule
is and howto conply with it without -- wthout stating
how we m ght go about doing that. W have done gui dance
docunents or informal pieces in the past for that very
purpose, and | think we would certainly give that a high
priority.

Anot her point, there's a wde variety of
e-mai | - based nmechani sns ranging fromclick-back e-nmai
to e-mail with a digital signature, and | thought there
was a consensus that each should be eval uated separately
for conpliance with the statute.

Certain activities | thought we heard, for
exanpl e, participation by a child in a chat room or
disclosing data to third parties, require a high | eve
of assurance that the person providing consent is the
child s parent and they warrant greater protections than
other activities. | think that's a very inportant one,
and | think | heard a | arge neasure of consensus around
t hat point.

W need to educate parents and chil dren about

the tools that are available to protect children's
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privacy so they can be partners in the consent process.
And finally, and this is an inportant one for us,
application of the rule wll continue to be an
interactive process, both interpretation and
application, and the FTC will depend on industry,
consuner groups and others to educate it on new and
devel opi ng technol ogi es, avail abl e consent nechani sns
and how the rule is working in practice.

| thought each of the panels were very
instructive today, and certainly the first one, which
told us what was happeni ng now today was as i nportant as
the remaining two. Each of them nmade nmmj or
contributions, | think, to both the record and to our
| earni ng process. So, we will continue this interactive
process that we have engaged in.

| would urge you all to renenber that the record
-- that the record will be open for further comments
until July 30th if you wish to file additional conmments
and to continue your own interaction with our staff, who
are open to listening and to answering questions or
coments as you nmay have.

Agai n, our thanks. Look, it's ten mnutes to
5:00. W could run a happy hour, | suppose. | don't
want to hit up anybody for that.

So, again, our thanks, and we'll see you all
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again, |I'msure, in the future.
(Appl ause.)
(Wher eupon, at 4:50 p.m, the hearing was

concl uded.)
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