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Nature of the Study

Reviewed All Commission Federal District Court
Cases Between FY96 and FY06

Identified Those Cases Invelving Alleged
Unlawful Negative Option Marketing

No Cases Found In FY 96-98

Focus on FY 99 - 06




Prevalence of Negative Option
Cases

/07 Federal District Court Cases

45 Cases Involving Allegedly Unlawful
Negative Option Marketing

208 Corporate and 106 Individual
Defendants




Federal District Court Cases
Involving Allegedly Unlawful
Negative Option Marketing
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Percentage of Federal District Court Cases
Involving Allegedly Unlawful Negative
Option Marketing

FYO9 FYOO FYO1 FYO2 FYO3 FYO4 FYO5 FYO6




Goods and Services Marketed by Commission
Defendants

B Books\Magazines, 4
O Office Supplies, 3

m Adult Entertainment,
B Dietary Supp, 6 2

O Auction Guides, 2

B Internet Directories,
2

O Website Design, 8
O Other, 6

O Buying Clubs, 12




Distribution of Frequently Targeted Categories of Goods/Services Over
Study Period
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Marketing Media Used by
Commission Defendants

Telemarketing Internet Direct Mail




Distribution of Marketing Media as a
Percentage of Total Negative Option

Cases
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[0 Telemarketing

O Internet
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Billing Methods Used by
Commission Defendants

Direct Billing Telephone Seller Sends
Cramming Invoice




Distribution of Billing Methods as
Percentage of Total Negative
Option Cases
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Negative Option Marketing
Features Used By Commission
Defendants

Free Trial Offers Continuity Prenotification
Plan\Automatic Plan
Renewal




Distribution of Negative Option
Features As A Percentage Of Total
Cases
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O Free Trial Offers
O Continuity Plans\Automatic Renewals
M Prenotification Plans




Distribution of Use of Preacquired
Account Information and Upsells
By Commission Defendants
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Statute and Rule Violations
Charged

O TSR, 64

@ Negative
—— Option Rule,
11

B Unordered

O FTC Act, 140 Merchandise
Statute, 10

OEFTA, 5




Distribution of Law Violations
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[0 Section 5 of the FTC Act O TSR
B Negative Option Rule B Unordered Merchandise Statute
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Negative Option Marketing Abuses
Charged

O Failing to Obtain
Express Informed
Consen t, 80

O Failing to Disclose or
Misrepresenting
Terms, 114

m Failing to Provide
Reasonable Means
to Cancel, 36




Material Terms Not Disclosed or
Misrepresented

O Negative Option

_ @ Payment Terms, 11
O Existence of

Negative Option,
64

B Third Party Issues,
11




