8. Hra. 101-710

DECEPTIVE SOCIAL SECURITY MASS MAILINGS
TO THE ELDERLY

HEARING

BEFORE THE

SUBCOMMITTEE ON
SOCIAL SECURITY AND FAMILY POLICY

OF THE

COMMITTEE ON FINANCE
UNITED STATES SENATE

ONE HUNDRED FIRST CONGRESS
FIRST SESSION

NOVEMBER 20, 1989

&R

Printed for the use of the Committee on Finance

U.8. GOVERNMENT PRINTING OFFICE
28718 &= WASHINGTON : 1990

For sale by the Superintendent of D ts, Congressional Sales Office
U.8. Government Printing Office, Washington, DC 20402

3361-35



COMMITTEE ON FINANCE
LLOYD BENTSEN, Texas, Chairman

SPARK M. MATSUNAGA, Hawaii BOB PACKWOOD, Oregon
DANIEL PATRICK MOYNIHAN, New York BOB DOLE, Kansas
MAX BAUCUS, Montana WILLIAM V. ROTH, Jr., Delaware
DAVID L. BOREN, Oklahoma JOHN C. DANFORTH, Missour!'
BILL BRADLEY, New Jersey JOHN H. CHAFEE, Rhode Island
' GEORGE J. MITCHELL, Maine JOHN HEINZ, Pennsylvanin
DAVID PRYOR, Arkansas DAVE DURENBERGER, Minnesota
DONALD W. RIEGLE, Jr., Michigan WILLIAM L. ARMSTRONG, Colofado

JOHN D. ROCKEFELLER 1V, West Virginia STEVE SYMMS, Idaho
TOM DASCHLE, S8outh Dakota
VaNDA B. McMurtry, Staff Director and Chief Counsel
EpMmunp J. MiHALSKI, Minority Chief of Staff

SUBCOMMITTEE ON SOCIAL SECURITY AND FAMiLY Poricy

DANIEL PATRICK MOYNIHAN, New York, Chairman

TOM DASCHLE, South Dakota BOB DOLE, Kansas
' . DAVE DURENBERGER, Minnesota

(n

/}

s



CONTENTS

OPENING STATEMENTS

. , Page
Moynihan, Hon. Daniel Patrick, a U.S. Senator from New YorK .....ccerreenn: 1
Pryor, Hon, David, a U.S. Senator from Arkansas ... 8
Daschle, Hon, Tom, a U.S. Senator from South Dakota 1
Heinz, Hon. John, a U.8. Senator from Pennsylvania............ceeeens 8

COMMITTEE PRESS RELEASE

Finance Subcommittee To Hold Hearing on Deceptive Social Security Mass
Mailings to the Elderly.... R . . [P " 1

ADMINISTRATION WITNESSES

Heerst, Kenneth M., Assistant Chief Inspector for Criminal Investigations,
Postal Inspection Service, Washington, DC, accompanied lx Timothy J.
Mahoney, Postal Inspector, Eastern Region, Bala Cynwyd, PA, and George
C. Davis, Assistant General Counsel, U.S. Postal Service, Washl’ngton, DC.. 16

PUBLIC WITNESSES

Hatch, Denison, editor and publisher, Who's Mailing What!, Stamford, CT ....... 28
McSteen, Martha A, president, National Committee To Preserve Social Secu-
rity and Medicare, Washington, DC, a¢companied by Jeffrey Galginaitis,
treasurer, and Bruce Sumner, vice president...........crvenriiimmssirismssssi 29

ALPHABETICAL LISTING AND APPENDIX MATERIAL SUBMITTED
Daschle, Hon. Tom:

OPENING BLALEMENL ....vvvcviiviriiiircscs s sessssssersesssssrterssssssssssssssestssssassssssssrers 7
Hatch, Denison:

TOBLIMONY ..vvvvvvvsiricinseresinsinrisnseesisssenisisssisismsssesessssssssssesssassssssssstssssesssssssssssessassien 28

Prepared statement with eXhibits.........c..ccvcvenieiniieisinneerissssssssssssssssioses 48
Hearst, Kenneth M.:

Testimony 16

Prepared statement ...........o.vcuveriicronsinecesnesnsssens vt 58
Heinz, Hon, John:

OPENING BLALEMEONL c....cvvevvcsrsvriiniininsesissssrsisss st sssssssssssstssessssissssssssses 8
McSteen, Martha A.:

TeBtIMONY ..vvvvvvareririrrennsssmmssssessssssseness wrrens s s 29

Prepared statement with attachments............... e 68
Moynthan, Hon. Daniel Patrick:

Opening tAteMENL......cc.virivrvninirimimrsssoiserssessssesssssssssine we 1

Letters received by the Senator.........c.ermensmirsnnes " 101
Pryor, Hon. David:

OPening BEAEMONL ..o einniriirionremnnisisssserssisssssstssssnsssssssssssenes veessreninnne “ ]

Prepared statement with exhibit ...........ccrnsversnnnns . w121
Stark, Hon. Fortney Pete:

Prepared statement with attachments.........cucverune. veru R et s Rt s nsee 124

COMMUNICATIONS

Bozell, L. Brent, III OO PO e 1380

(i)



DECEPTIVE SOCIAL SECURITY MASS MAILINGS
TO THE ELDERLY

MONDAY, NOVEMBER 20, 1989

, U.S. SENATE,
SUBCOMMITTEE ON SOCIAL SECURITY AND FAMILY PoLicy,
CoMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 10:00 a.m,, in
room SD-215, Dirksen Senate Office Building, Hon. Daniel Patrick
Moynihan (chairman of the subcommittee) presiding.

Also present: Senators Pryor, Daschle, and Heinz.

[The press release announcing the hearing follows:]

{Press Release No. H~58, November 18, 1989}

FiNnance SuscommirTer To HoLp HEARING ON DecePTIVE SociAL SEcURITY MAss
- MAILINGS TO THE ELDERLY

WasHiNaTON, DC—Senator Daniel P. Mognihan, (D., New York), Chairman of the
Senate Finance Subcommittee on Social Security and Family Isolicy, announced
Monday that the subcommittee will hold a hearing on the issue of mass mailings
that deceive or mislead senior citizens about matters related to Social Security.

The hearing_is scheduled for Monday, November 20, 1989 at 10:00 a.m, in Room
SD-215 of the Dirksen Senate Office Buildlng.

In announcing the hearing, Moynihan sald, “I am very concerned about the grow-
ing number of mass mailings sent to the elderly telling them of threats to their
Social Security benefits. These mailings stir up needless anxiety and then appeal for
money from senior citizens living on fixed incomes. This ‘fright mail’ can terrorize
the 80-year-old widow living alone who doesn’t have anyone to tell her it isn't so.
And it undermines confidence in a Social Security system that is extremely sound.
We will look very closely at this matter.”

OPENING STATEMENT OF HON. DANIEL PATRICK MOYNIHAN, A
U.8. SENATOR FROM NEW YORK

Senator MoYNIHAN. Good morning to our guests and our distin-
guished witnesses. I see my colleague, Senator Pryor, sitting dis-
creetly in the rear there.

There are several other Senators who will also be attending this
morning and we’ll begin at a slower pace, perhaps, than normal to
make sure that this has all worked out, if it does. :

Let me say that this is a regular hearing of the Subcommittee on
Social Security and Family Policy. The subject we are going to deal
with today is “fright mail.” This is a matter that has grown in the
awareness of the members of the committee, of Congress, I think of
public, possibly, over a number of years now.

Tt takes the form of letters sent to senior citizens from mailing
lists, expressing alarm and worse as to the state of Social Security
funds and typically seeking money contributions to bring about
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some desired results. The ran%e of issues involved, as my colleagues
Senator Heinz and Senator Pryor will discuss is very wide. But
there is a common element of fright. The word is just that. And

more and more we receive letters ourselves from some seniors ex- .

pressing concern about this pattern and more often, and more
Flaintively, we receive letters from the younger members of fami-
ies who find the older members are being inundated with mail
that alarms them, troubles them, confuses them and induces a
measure of true concern. .

I do not think I break any confidence when I say that not many
gears ago the grandmother of Gwendolyn King, our distinguished
ocial Security Commissioner, got in touch with her granddaughter
to express very great concern that she might be losing her Social
Security benefits. She had acquired the impression from mailing of
this kind. Commissioner King traveled to New Jersey to reassure
flgelxi grandmother that this was not so and I am sure did so success-
ully.
But I think it can be said that statistics prove that there is only
one lady in America whose granddaughter is the Commissioner of
tSoczial ecurity and can personally vouch for the condition of the

unds.

The funds, as I think is known, are in very %ood shape. They rise
at a billion dollars a week and will be shortly be rising at $8 billion
a week. We went to a partially funded system in 1983 and it is

- working out fine, except the Federal Government is not saving the
money, we are spending it. But that is another matter. The funds
are in good shape.

And yet, levels of anxiety remain very high. I was struck; as I
think some of you will be struck, when Mrs. King told me last
week that—we talk from time to time—on November 8 the debt
ceiling expiration was at hand and it was not quite clear that we
were going to get it done on time. On that day the Social Security
Administration, through its 800 line, received 820,000 phone calls
asking whether the Social Security checks would go out on time—
820,000 phone calls in 1 day.

This just supports the renewed findings that at most half of non-
retired adults really believe that they will get their Social Securit
when the time comes. More than ought we to be concerned wit
efforts that are directed at exploiting that fear.

Now we do not make any preIiud ment, but we would just like to
hear from people that are involved and see what they do and why

they do it.

'l?c;day we are going to hear, in addition to our very distinguished
colleagues, we are going to hear from Mr, Kenneth-Hearst, who is
the Assistant Chief Inspector for Criminal Investigations of the
Postal Inspection Service. As we all know, there is something
called “‘mail fraud.” And there are questions as to the appropriate-
ness of the uses of mail for certain kinds of purposes and we will
hear from Mr. Hearst and learn from him in that regard.

We are going to hear from Mr. Dennison Hatch, who is the
editor and publisher of “Who's Mailing What!,” a trade publication
that deals with these matters.

And we are going to hear from Mrs. Martha McSteen who is
president of the National Committee to Preserve Social Security

Y
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and Medicare, We are going to hear from Mr. Ralph Galliano, who
is national chairman of the Congressional Majority Committee, an-
other group that mails to senior citizens.

And then, we invited several other persons who could not or
chose not to come—could not or would not come, if you like. They
were Mr. Richard Viguerie, who is chairman of Citizens Against
the Catastrophic Health Tax Act, and Mr. Howard Phillips, who is
chairman of the Conservative Caucus. Mr. Phillips referred us to
his attorney, who informed us that Mr. Phillips- would not be
coming; and Mr, Viguerie had an assistant call us to say that he
was not coming.

We also invited the owners or executives of three direct mail
companies that provide mail services for three of these organiza-
tions that we are dealing with. Each of these persons declined to
attend. They-are Mr. Tom, Robertson, co-owner of the Richard
Norman Co. that does business with Mr. Phillips; and Mr. Miles
Rubin, owner of the National Direct Marketing Corp., which does
mail for the National Committee; and John Robinson, CEO of the
Washington Intelliﬁence Bureau, the direct mail firm that con-
tracts with Mr. Galliano. Mr. Robertson said he was too busy. Mr.
Robinson said he could not make it due to a conflict in his attor-
ney’s schedule énd Mr. Rubin, who was apparently out of the coun-
try last Thursday, his staff said he would not have time to prepare
and they could not find another witness.

Well so much for those who are not here. Those who are, in the
first instance, a distinguished member of this committee, the Sena-
tor from Arkansas, Mr. David Pryor. Mr. Pryor, would you like to
come forward and perhaps you would like to be joined by your col-
league, our colleague, Senator Heinz. And so we have both sides of
our round table, horseshoe here, represented.

Senator Pryor. That would be fine, Mr. Chairman.

Senator MoyNIHAN. We welcome you gentlemen both and would
you proceed exactly as you wish, at your pace and to your pur-
poses.

OPENING STATEMENT OF HON. DAVID PRYOR, A U.S. SENATOR
FROM ARKANSAS

Senator PrRYOR. Mr. Chairman, you are performing a true public
service by holding this hearing at this particular time and I want
to thank you. I want to congratulate you; and I want to express my
gratitude to you and to your staff for allowing me to appear for a
very few moments this morning. I chair both the Senate’s Postal
Subcommittee, Mr. Chairman, and the Special Committee on
Aging, Of course, Senator Heinz, the former chairman, is the rank-
ing member. He is the vice-chairman of the committee. I hope that
I have and we have a particularly unique and compelling perspec-
tive from which to assess this kind of unethical mailing on which
today’s session will focus and that you are chairing. :

There is no question that there is a Frowing number of unscrupu-
lous persons who make use of the mail as they prey upon the elder-
IY\’ who may be unsusYecting, desperate and afraid. They claim
that for a 1price they will get you a bigger Social Security check or

that Social Security number the tax law requires today for your
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child. For a donation they will make sure that your Congressman -
is aware or Senatof is aware of your views and they will lob‘bf/
Washington on your behalf, Then there are the ones who will sell
you that miracle cure for whatever ails you.

Mr. Chairman, it boils down to many of these organizations
today are not only existing, but profiting from fear. Whether it is a
promise or a product, these charlatans are very sophisticated at
getting a foot in the door and they are always looking for new tar-
gets of opportunity. Unfortunately, the elderly appear to be dispro-
portionately affected by such schemes. )

Mr. Chairman, we cannot stand by while the U.S. mall, so inte-
grally linked in the communications network of this Nation, is .
used to take advantage of anyone, especially senior citizéns, many
of whom can ill-afford the wares of modern day snake-ofl salesmen,
That is exactly what they are.

Earlier this year, in an attempt to address one particularly trou-
blesome asg)ect of this problem, Senator Heinz and I joined togeth-
er to introduce the Deceptive Mailing Prevention Act of 1989. That
became S. 278. And it is designed, Mr. Chairman, to stop those per-
sons who hold themselves out as being associated with the Federal
Government by deceptively using official sounding names, seals,
and insiPnias or look-alikes on their mailings; who attempt to mis-
lead recipients into opening and considering the contents of the en-
velope which arrives at their home, because it appears to be from
their government.

This bill declares unmailable any letter which could reasonably
be construed to imply government connection where none in fact
exists. Unless such a letter includes, both in its text and on the en-
velope, a conspicuous statement that makes it clear that the mailer
is ig no way affiliated with the government, it will not be deliv-
ered.

Among the examples of government look-alike mail we examined
durinlg my subcommittee’s hearings on S. 278, were those of the
Social Security Protection Bureau. Now that sounds, Mr. Chair-
man, like an arm of our Social Security Administration. ,

Senator MoyNIHAN. Could I say, sir, that the type face id vexiy
like the type face used by the Social Security Administration. Is
that not the case?

Senator PrRYOR. You are very observant.

Senator MoYNIHAN. And that check you get every month comes
with that. ,

Senator PrYOR. Yes. .

Senator MoyNIHAN. I did not mean to interrupt you. I just was
struck by that. - '

Senator PRYOR. No, I am very glad that you underlined that
}mint because I think that is critical. They are used to that type
ace. They see it on a monthly basis and they can only assume that
:hﬁt is from the Social Security Administration. It is a point well
aken.

This actually, Mr. Chairman, was sent by a for-profit entit
owned by the princigals of the Watson and Hughey Direct Mail
Firm, I think it could properly be characterized as a classic. For a
fee of $7, the subscriber is told he will get “valuable benefits” in-
cluding a gold embossed Social Security card, a copy of his Social
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Security earnings record. And now get this, if you might, “repre-
gentation in Washington, DC to protect your Social Secur{ty bene-
fits.” And if that’s not enough, Mr., Chairman, the subscriber—the
recipient—of this mail is entered into the $50,0000 Social Security
- Sweepstakes! Just what representation or protection is afforded is
unclear. What is clear, is that the card is plastic; the record is
simply a copy of the Government’s own request form to be mailed
to the Social Security Administration by the individual; and the
fine print says that the ,grand prize in the sweepstakes is now “up
té% the 1;ti;‘arxge of $16,288.” Winners, we were told, were lucky to get
cents.

Another example provided by a constituent of mine, Mr. Chair-
man, who happens to be a very fine attorney in our State, was an
appeal for funds from a non-profit organization. The appeaf arrived
at his office in an envelope indicating that time sensitive docu-
ments from the Department of Justice were enclosed. I might
invite the chairman’s attention to the important notice on the
lower left and it reads, “Justice Department request enclosed.”

This looks, once again, like a very official document, an especial-
l{ imé)ortant Justice Department request turned otit to be an unso-
licited letter sent to the Justice Department by a member of this
particular organization. That was discovered once the person
opened the letter and read the contents. ,

A more recent example of a very misleading mailing, one which I
think deserves very close scrutiny, comes from an organization
known as CATCHA--Citizens Against The Catastrophic Health Act
Tax. The CATCHA enveloge was designed with one rather obvious
intent, Mr. Chairman, and that intent was simﬁly to mislead the
eld(irly tsrecipient with respect to the source of the mailing and its
contents. -

You will find some familiar names at the top of the roster of this
group—Richard Viguerie—who I understand you invited but de-
. clined to attend, a direct fund raising reknown; Mark Siljander, a
former member of the U.S. House of Representatives who actually
served for a time on that body’s Select Committee on Aging.

CATCHA, preying on the fears of the elderly over their ability to
pay for the Catastrophic surtax, promised much in exchange for a
contribution. Interestingly, in many cases, the contribution would
have been more than the surtax the individual would have actually
had to gﬁy ‘

CATCHA promised lobbying in Washitefton. However, neither
CATCHA, nor its parent organization—United Conservatives of
America—nor its principals, including Mr. Siljander, whose name
is on the letterhead and in the signature block of the mailin% is
actually registered as a lobbyist. They maintain they would lobby
on their behalf; however, they are refusing to register as such.

CATCHA contributions are not tax deductible. And since all con-
tributors are advised—and I would note incorrectly so—~that FEC
rules require that they provide certain information, it is quite
likely that the money elderly contributors have been frightened
into fiving will be used for purely political purposes or personal fi-
nancial gain.

Mr. Chairman, I am not sure whether CATCHA lobbied and did
not register or whether CATCHA promised and did not perform.
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But either way, CATCHA and Véguerie and Silgander appear to be
~ opportunists who may have acted on the very fringes of the law—
and at the expense of those for whom they claim concern! Perhaps
we should have the postal inspectors and the FEC or the Depart-
ment of Justice to look into this particular operation.

The public will, I hope, Mr, Chairman, be less likely to be taken
in by the government look-alike mailings—such as those of
CATCHA or the Society Security Protection Bureau—once S. 273
actually becomes law. This I expect will take place early in next
year’s session, once we have resolved several outstanding issues on
the matter of Postal Service enforcement.

But what of mailings that are not caught in the net we cast with
S. 2787 Mr. Chairman, I think public awareness is the key and
hgarings like this, hopefully, can help sensitize the public to these
abuses. -

In this regard, I respectfully propose that you and Senator Heinz
and our colleagues on the Aging Committee, on the Social Securit
and Postal Subcommittees {oin us in an effort to explore the feasi-
bility of establishing a mail fraud alert system. We need it and we
need it now. We need it now more than ever before. A kind of
clearinghouse on what would rely on existing consumer affairs net-
works at the State, and at the local level, to better inform the
public of misleading and down right fraudulent mail solicitations, I
plan to pursue this proposal and I know that we will receive the
cooperation of the involved members of the respective committees.

r. Chairman, once again, you have performed a true public
gervice in bringing this matter to the public’s attention once again.
I thank you for the opportunity to test fIg/ this morning.

i[The prepared statement of Senator Pryor appears in the appen-

X.

Senator MoYNIHAN. We thank you, Senator. I am honored to be
a co-sponsor of your legislation. If you have to go, perhaps you
could hear just one or two comments. .

First of all, I think the idea of a mail fraud alert system—and 1
gee Senator Heinz agreeing and I am sure Senator Daschle will
want to say something—is much in order. You mentioned an attor-
ney you had heard from. You know, an attorne in Arkansas gets
mail and he can read—he knows what he is getting.

We're not here to display exhibits. But I had a lady from upstate
New York send me just a few weeks ago a sample of letters. I guess
she said it was not a samﬁle. The number of letters her 85-year-old
father had got in 1 month. And here they are. They would terrify

ou, Thefr chill your blood. This gentleman is a parently not as—
asn’t all the faculties he used to have. And he e{gins to hear that
he owes money. He begins to learn that he is beh nd. He begins to
ﬁet followup phone calls. He will send in $7 and then they want

im to send in the next $7 and the next thing you know he is being
called, “This is the second notice.”

And his life is just coming apart as he sits there wondering,
having led a ‘very respectable life, that he has suddenly become
behind and in difficulty. I have to tell you he has led a very espe-
cially respectable life, he’s Republican. And the poor man keegs
getting letters from Republicans who want to—you know, the
American Security Council and Major Generals. He has three let-
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ters—I counted them—from John M. Poindexter who urgently
needs his assistance because “I must now face the liberals’ accusa-
tions surrounding the Iran Contra Affair.” ‘

I did not think that liberals were running the Attorney General’s
Office, but no matter. [Laughter.]

It will just chill you. )

The other thing to say though with resspect to the CATCHA or
that other group’s gold embossed Social Security card, can I just
say that for almost from the day I came to the Senate, I have been
trying to get the Social Security Administration to develop a per-
manent Social Security card—something beyond that simple paper
card we got in the 1930’s. It is so easily counterfeited and so evi-
dently not so very consequential.

The Social Security Administration will not do this. It’s a nice bit
of bureaucratic institutional memory that in the 1980’s there were
many charges that President Roosevelt would turn the Social Secu-
rity card into an identity card. And the original cards said, “Not to
be used for purposes of identification.” They were meant to be
pulpy and wear out in 6 weeks or whatever and not give you any
gense that the Third Reich was appearing in the United States.

To this day, when people get their Social Security numbers at
birth, when we use them as your LD. number in the Armed Serv-
ices, your number in college, they still resist it. I got the bill passed
in 1988 and indeed they proceeded to produce a “tamper proof”’
card; and they did it by using the same paper, but putting very fine
threads in it. So that the FBI could establish a forgery under the
microscope. You and I couldn’t tell the difference. I turned and axi)-

ealed to our Office of Technology Assessment and they said, no it
ts the requirements. It's tamper proof; you could always detect a
fox;lgery' you can't buy these in Tiauana.
he_Social Security Administration has brought some of this on
itself by not being willing to respond to these things. That is per-
haps another matter.,
enator Daschle, would you like to speak to Mr. Pryor. I know
he'll have to leave.

OPENING STATEMENT OF HON. TOM DASCHLE, A U.8, SENATOR
FROM SOUTH DAKOTA

Senator DascHLE. Mr. Chairman, I know that they have busy
schedules too. I would only commend both of them for their com-
ments. And like you, I would like to be a co-sponsor of Senator
Pryor’s efforts here.

enator PRYoR. Thank you, Senator.

Senator DascHLE. He, as Chairman of the Aging Committee, is
probably more attuned to much of this than anyone else here on
the Hill. I applaud him for his leadership.

This is the end of the session. There are many things going on
today. But I don’t think anyone in this audience or anyone who
may see this on camera ought to be mislead by the absence of
people at this subcommittee hearing. I can assure you, there is
more interest and more determination to come to grips with this
problem than almost anything else my colleagues and I have dealt
with in the Senate.
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These groups may have won the battle on” Catastrophic Health
Insurance. They may have won the battle. We may have a repeal
of catastrophic, but they are going to lose the war. They are going
to lose it; and they are going to lose their credibility. And ultimate-
ly, some of them, because of legislation hopefully we will pass one
of these days, will be thrown in llail for the kinds of things that
have been perpetrated on senior citizens. It is outrageous. It is just
outrageous.

I hope I can speak for all of my colleagues. Whether it is Senator
Pryor’s bill or anything else that we do, next year we are goinF to
take ‘issue on this. It will not be at the end of session. And If it
takes the year after that, we will do it then. But sooner or later we
are lgoing to come to grips with this thing and, sooner or later, the
mail responsible for scaring the wits out of senior citizens is going
to be stopped. . «

I am)laud the Chairman for his courageous effort. In spite of all
the things we could be doing—and we have 150 things going on in
the Senate right now—he saw fit to emphasize this issue. And I am
going to follow him and work with him to see that we resolve this
matter.

But I hope that everyone of these groups is put on notice. This is
just the beginning. It is not over. We are going to follow this thing,
if I am the last person here in the Senate; we are going to follow
this :hing until it is resolved and senior citizens have their day in
<court.

So I thank you, Mr, Chairman; and I thank you, Senator Pryor,

Senator MoyNIHAN. Good for you, Senator. hanl;vlyou, Senator.

Senator PrYor. Thank you, Senator Daschle and Mr. Chairman.

If I may briefly respond. You know, 80 years ago we would not
have needed this legislation. There were no computers; there were
no real mailing lists 80 years ago. But today these companies and
individuals trade mailing lists like baseball cards. They have
become one of the most valuable commodities in our economy.

But most of those lists have names of vulnerable individuals, of
those who can be brought to believe that something is going to
happen when in fact it is not fgoing to haxpen. As I stated earlier,
they exist and they profit on fear. Fear. And it is terribly hard to
deal with fear. It is equally as hard to deal with lies, But both of
you have committed to dealing with this issue and I am very
proud, once again, to have been a part of this hearing.

Thank you both. ;

Senator, MOYNIHAN. Thank you, Senator Pryor.

And now, Senator Heinz.

OPENING STATEMENT OF HON. JOHN HEINZ, A U.S. SENATOR
FROM PENNSYLVANIA

Senator HeiNz. Mr. Chairman, thank you. I just want to com-
mend at the outside Senator Pryor for having done a superb job of
laying out the problem. And I commend you, Mr. Chairman, be-
cause I know going back many years of your concern and interest
in this matter for having this hearing today. '
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We all—and I know Senator Daschle shares it—have a shared in-
terest and that is first and foremost to help to ban deceptive solici-
tations from the mailboxes of the American family.

As Senator Pryor has illustrated, over the last several years
many of our colleagues have heard about the tricks and schemes
used to deceive consumers into opening mail and sending dona-
tions. As ranking member on the Senate Committee on Aging, with
Senator Pryor our chairman, I have been especially concerned
about this type of deception, since the victims are often retirees on
fixed incomes who may ultimately forego paying their utility bills
gr prescription drugs to line the pockets of flim-flam mail opera-

orsl

On a broader level, Mr. Chairman, in an age of growing public
mistrust in Government, this type of mailing adds significantly to
that loss of faith. ‘

Senator MOYNIHAN. Yes.

Senator HeINz. Because it preys.on people’s basic confidence in
Government and in the legislative process. Now let me give you a
little example.

Many older individuals, many senior citizens, believe that us—
Senators and Members of the Congress—are involved in these orga- .
nizations. Some have been started by former Members; some take
our names sometimes in vain. And frankly, I resent the implication
and it really stings.

I recently got a letter from a constituent of mine in Sunbury,
PA. This voter wrote me to ask, “Just what do you mean sending
letters out to the poor asking for $10 to save Social Security? You
are all getting raises and we are just hanging on wondering how to
live from day to day.” Very timely on the raise bit, I guess, Mr,
Chairman. But even without what we were voting on last week, the
point is that people in this country have no right to put words in
our mouths or any other branch of government.

As you know, one particular concern for me has been deceptive
mail which arrives in the form of Federal look-alike mail, By Fed-
eral look-alike mail I am referring to those types of deceptive mail-
ings—an example is here—that imply a Federal Government con-
nection when none whatsoever exists. The mailer, by using Federal
look-alikes is trying to give the impression that there is an official
Government document enclosed so the customer will not hesitate
to open the mailini. !

Some of, and what you have there, is replete with eagles and
green scrofls, a Petition to the U.S. Senate, looks like it came from
the Healthcare Financing Administration, you know, the right
color of envelope that is typically put in the mail. And my eyes are
not what they used to be, but one of these, if it is the gne I think it
is, salys. “Please use this postage paid envelope to return your Hy-
attsville, Maryland Petitions.” That's where the Social Security Ad-
ministration’s offices are—Hyattsville, MD.

As a matter of fact, I noticed on Senator Pryor’s chart on the
Justice Department notification. In the upper left-hand corner,
there’s a very interesting box. It says, “Attention $2,000 fine or 5
years imprisonment or both for any ;l>erson who knowingly inter-
feres with the delivery of this notification.”

—



0

Now I don’t know if that is the fine for interfering with any
piece of mail. But by puttinF that notification on it, it %ives a color-
ation of urgency and officiality that to my mind is totally and thor-
oughly reprehensible,

enator MOYNIHAN. Yes. Only Government imposes fines.
- Senator HeiNz. That is correct.

Senator MoyNiHAN. This must be from Government. Yes. v

fenator HEINZ. So some, Mr. Chairman, of course, have in addi-
tion to these look-alike and other devices have sound- alike names.
The sound-alike approach implies an association with us, the Fed-
eral Government, by using organizational names that sound like
Federal Agencies. Like, as Senator Pryor showed us, the Social Se-
gurit_y I?rotection Bureau. My favorite is “The Internal Review

ervice,”

Recently, a constituent brought to my attention a mailing from
the National Senior Advisory Center. This senior citizen receiving
a mailing that looked like a notice from the Healthcare Financing
Administration, designed to mislead elderly readers about changes
inlMedicare to get them to send for information about Medigap
policies.

And another mailing from the Senior Citizens Advisory Council,
which I suppose should not be confused with the National Senior
Advisory Center, asks senior citizens if you have interest which you
are paying taxes on, such as certificates of deposit, money market
funds, savings account bonds, et cetera, and would like to know if

ou are unnecessarily paying taxes. Send the postage-free card

ack immediately. What they are trying to do, obviously, is get
senior citizens who have any money at all to tell them so they can
sell those names or mail back to those senior citizens a particularly
for them lucrative—the mailers—Ilucrative response device as I be-
lieve it is called in the trade.

Of course, what they are really doing is invading the privacy of
seniors and setting them up for what is currently a perfectly legal
form of robbery.

So, Mr. Chairman, that is why I introduced, together with m
friend and colleague and yourself and others, the Deceptive Mail-
ing Prevention Act, S. 273. I am grateful for the support that Sena-
tor Pryor and you have given to the Deceptive Mailing Practices
Act and what it would do is to stop these mailings by giving the
Postal Service the authority to require that any Federal look-alike
or other quasi-Federal documents carry a clear and prominent dis-
claimer on the envelope and on the enclosed document itself.

Let me suate that although T gather we will hear later on from
the National Committee to Preserve Social Sccr ity and Medicare,
they have over the years put out what looks to be a fairly ofiiial
kind of document. There is down here, which I cannot read any-
more because I am too vain to wear my spectacles—thank you,
Senator.

Senator PrYOR. I will loan Senator Heinz my glasses.

Senator Heinz. Thank you very much, Senator Pryor.

It says there is what you might call a disclaimer if you are able
to see it and then focus on it, which is, “Prepared and mailed for
the National Committee to Preserve Social Security, a nonog)rofit
tax exempt organization.” And then it says, “The National”’—in
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slightly larger, or micron larger print—‘“The National Committee
is independent of Congress, every government agency and all politi-
cal parties.” That is the right idea.

Senator MoyNIHAN. Yes, sir. But can I say——

Senator HEINZ. But to have it down as about as small a print as
a fly s;‘pec is not the right idea. We would, in our bill, make it very
clear for people who did not need to borrow a colleague’s glasses or
those that did, that this is not a legitimate reputable solicitation or
notification from the Federal Government.

Senator MoyNIHAN. Senator, could I just interject here. I have
my glasses on and you don’t need glasses, as a matter of fact. In
much larger type, it says, “Attention Postmaster: Time dated offi-
cial National Committee documents enclosed. Expedite for immedi-
ate delivery.” Now that sounds like you had better watch out post-
man or you are going to be in trouble.
thngator PryOR. Or you are going to be indicted or something like

at.

Senator Heinz. Mr. Chairman, one question I have inevitably
been asked is: Does S. 273 infringe on anybody’s first amendment
rights? Does it interfere with people’s freedom of speech through
the mails? And the answer to that question is no, absolutely not.
We do not tell people what they can and cannot write. If people
want to lie in the mails, we are not going to stop their lying. They
have a perfect right to do so. But, they do not have to pretend, and
we do not have any obligation to allow them, to say that it is us,
the Congress or the Social Security Administration or any other
branch of Government that is doing the lying.

If people want to lie, in other words, fine. But let them be clear
who the liar is. It is not us. It is them. And the notification that I
have described will do that.

Senator MoyNIHAN. You would also grant that there is some-
thing even so called fraud.

Senator HEeiNz. There is and if the fraud is sufficiently serious
you will be prosecuted for it. Unfortunately, Mr. Chairman, as it is
currently defined, I do not believe—I am not a legal expert—but I
do not believe most of the flim-flam that goes on can be prosecuted
as fraud because there is always a little way out. It was not the
U.S. Justice Department down there; it was Justice Department,
whatever that is.

As a result I think the best way to deal with this is to make sure
~ that there is a disclaimer that cannot be missed.

Mr. Chairman, let me just make one other comment on regula-
tion. In addition to the Postal Service, the Federal Trade Commis-
sion also has the power to prevent deceptive mailiz}gs. But the FTC
has no regulatory authority over certain non-profit organizations
and persons involved in the insurance industry. The insurance in-
dustry is protected from the FTC. I think it has something to do
with McKarin Ferguson and the decision we made many years ago
:o keep the Federal Government totally out of the insurance indus-
ry.

In areas where it does have authority, the Commission may initi-
ate civil proceedings in cases of unfair or deceptive practices, seek
consumer restitution and place civil penalties on those who violate
the law. I might also add that in 1988, just last year, we did give
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the Department of Health and Human Services to seek and penal-
ize those who target seniors with mailings that imply a connection
to the Social Security and Medicare programs: And to the extent
there are people who come before the committee today or on future
occasions and say that we have cleaned up our act, there may be a
good reason for them having-done so, which is that last year we
created a law that said they could be prosecuted, and would be
hopefully prosecuted, if they did not.

Yet, Mr. Chairman, with all of these tools, sehior citizens contin-
ue to be ripped off. And individuals and companies whq use decep-
tion and hype continue to earn enormous profits. So this Senator
believes, as I know you do, Mr. Chairman, that we need a bigger”
stick to protect our constituents and we have an obligation—a
moral one in my judgment—to stop these kinds of deceptive activi-
ties.

Mr. Chairman, let me make one other comment . about people
who were invited to be here but declined to be here. My view is
that this is a very important subject. And that ultimately the
people who have been invited to testify run the risk of being sub-
poenaed if they decline to testify. And if we have a standard of in-
formation procurement that is uniform and understood by the com-
mittee, and that applies to witnesses here today-as well as wit-
nesses we may call tomorrow, my view is that this committee is en-
titled to that information and that we should seek it if it is perti-
nent to our investigation. '

Obviously, a lot of information is pertinent to what we are doing
here and therefore I would just like to say for the record that,
people who declined to attend, who get invited to a staff pre-confer-
ence as is typically done in investigatory work and refuse to attend
such an informal meeting are at risk of being hit with a congres-
sional subpoena and correctly so.

Thank you, Mr. Chairman.

Senator MoYNIHAN. I thank you very much, Senator. I do note
your comments about subpoenas. This committee has subpoena
p}(l)wer and may exercise it. We will consult with one another about
that. .

I wonder if I could ask the two of you just a question to which I
do not know the answer—and that shows I am not a lawyer.

Do you feel the Social Security Administration has been too pas-
sive in all this? Maybe they feel they ought to be but I would have
liked to see them get behind the idea of having a real Social Securi-
ty card that is your Social Security card and you cahnot mistake it
and now people are selling them Social Security cards. Should they
be keeping an eye on things and sending them to the Postal serv-
ice? What do you two think? Both of you are distinguished attor-
neys.

enator PRYoR. Well, Mr. Chairman, I feel that the Social Securi-
ti; Administration could adopt an affirmative action program:in
this area. And with the benefits that are being sent out to the
Social Security beneficiary, I think that affirmative action program
could very well include enclosures in those envelopes making the
_ senior citizen beware of such fraudulent schemes as are being per-
petrated against them.

o
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I also sense that the Social Security Administration could have a
 hotline whereby that recipient, upon receiving some of the mail

that Senator Heinz and yourself and myself have introduced into
evidence today, upon receiving that could call the Social Securit
hotline and say, “What is this?” “How important is this to me?

I think in this day and time the Social Security Administration
is going to have to be much more diligent. \

enator MoyNIHAN. Senator Heinz, would you like to comment?

Senator Heinz. I would like to endorse both those suggestions.
There is no reason whatsoever that once the Social Security Ad-
ministration receives a certain number of complaints, either direct-
ly or forwarded to them by us—either House members or Senate
members—that they should not slip into that envelope that goes
out every month with the check in it a notice that says, we have
received numerous inquiries or complaints about a mailing from—
name the organization. This organization has absolutely no connec-
tion with any Branch of the Federal Government or it might have
a whole list of organizations that they have received a threshold
number of complaints on.

I think .more than anything else that would get these organiza-
tions to clean up their act. But I would rather make sure that
there are not any complaints in the first place by making it per-
fectly clear that whoever it is that is pretending to be the Justice
Department or the Healthcare Financing Administration, as this
is, or the Social Security Protection Bureau, are in fact no kith or
kin to anybody in the Federal Government.

Senator MoyNIHAN. Senator Daschle, do you have any comment?

Senator DAscHLE. Well, Mr. Chairman, 1 would agree whole-
heartedlf'. I think the Social Security Administration can be much
more helpful and much more aggreSsive in this effort. Next year I
hope we can work with the Social Security Administration to ad-
dress these. There is no reason for delay. We in Congress must put
the pressure on and continue to work to find a resolution, to this
matter. I am very pleased to see the leadership we have seen thus
far from the Senators here today.

Senator MoyNIHAN. As Senator Heinz knows, if we have any
luck with our reconciliation bill today, we will finally have estab-
lished the pattern of the Social Security Administration sending
out regular statements to people paying in, telling them what they
can expect when they retire. )

And may I just say that I can be a source of information to all of
my colleagues in this regard because I have passed that great
divide where I now, myself, receive in my capacity as a senior citi-
zen the mailings you are talking about. [Laughter.

So I can be a bearer of it. I do happen to have a feeling—and this
is sort of iffy talk. But out there in the Social Security Administra-
tion, they are still anxious about the charges that were thrown
around in the 1930’s that they were going to be a big ag%ressive
agency that had everybody’s number and knew all about them. In
50 years there has never been a touch of scandal. To the contrary,
they have never been a day late or a dollar short. The records have
been kept entirely private. But they are still a little passive, 1
think, as if they are afraid somebody is going to accuse them of
something from the past.

’
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~With 89 million beneficiaries it is time they felt we like them,
because we do.

Thank you, gentlemen.

Senator Pryor.

Senator PrYyor. Mr. Chairman, if I may, could I ask eonsent of
the committee to have one more little episode that I want to bring
to your attention and to the attention of Senator Daschle placed in
t}llet record. I think it would make our hearing record more com-
plete.

Senator MoyNIHAN. And what is that?

Senator Pryor. Back in February, Senator Heinz and I on S. 273,
holding a hearin‘gNon this subject, had many documents and many
types of letters. We just blew up a few today. But, Mr. Chairman,

this one is a classic and I could not let it go by. I wish I had it ~

blown up. I do not.

Here is a letter with the grand ole American eagle up there in
the left-hand corner. Listen to this, “Department of FBI, California
Divigion.” And down on the left of the envelope—Senator Heinz is
familiar with this. In fact, he may have contributed this to the
hearing. “Notice of attempt to serve warrant of appearance. Notice
to claim cash or merchandise.”

Well the Department of FBI, California Division, Mr. Chairmanz
is actually a group called "The Fountains Bureau of Invitations.’
This is a land development company selling lots primarily to senior
citizens in 129 miles from Los Anieles,.CA. But when a recipient—
I know had I received this at my home, ‘“Notice of attempt to serv-
ice warrant of appearance. Department of FBI, California Divi-
sion.” I would have had a stroke and heart attack and probably
both. So I can only assume what happened to some of these poor
souls. I would like to put that one in the record, Mr. Chairman.

Senator MoOYNIHAN. It is so ordered and with great gratitude to
the Committee on Aging.

[The information appears in the appendix at the end of Senator
Prg'or’s prepared statement.]

enator PRYoR. Thank you.

Senator MOYNIHAN. Senator Heinz.

Senator HEinz. Mr. Chairman, I know Senator Pryor was gesting
about, I think, having a heart attack or a stroke on getting that
notification, but it is in fact no laughing matter because I know of
at least one case where a notification from the Government—this
happened to be unfortunately an authentic notification—to a men-
tally unbalanced person who had been receiving Social Security
disability benefits, caused that person to commit suicide.

It, in fact, was a constituent of mine in Philadelphia, Pennsylva-
nia. This was some years a%o. Fortunately, there have been no in-
stances since. But it can be literally true. That this kind of mailing
can be hazardous to our constituents’ health, and even life threat-
ening.

Senator MoyNIHAN. I believe, sir, there is something in the liter-
ature on that. And what more indeed we know. I just remarked
before you came in Tom that Gwendolyn King came around last
week. On November 3 when the debt ceiling issue was about the
Solclial Security Administration on 1 day received 820,000 telephone
calls.
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Gentlemen, thank you very much.

This is not necessarily the last of these hearings, as you know.
God, can’t say we are not inventative people. But we appreciate
this a very great deal. ®

Now we are going to hear from a—in fact, Representative Stark
is delayed. I am going to put his statement in the record, as if read
at this point, and we will get to him should he be able to come here
from a catastrophic health conference.

[Th% .pr]epared statement of Congressman Stark appears in the
appendix.

enator MOYNIHAN. And so we now go to our next withess and a
ver{l welcome one, a rare occasion for us, Mr. Kenneth Hearst, who
is the Assistant Chief Inspector for Criminal Investigations of the
Postal Inspection Service.

I have reason to believe that Mr. Hearst has not come alone. So
would you introduce your colleagues, Mr. Hearst. We welcome you,
sir.

STATEMENT OF KENNETH M. HEARST, ASSISTANT CHIEF INSPEC-
TOR FOR CRIMINAL INVESTIGATIONS, POSTAL INSPECTION
SERVICE, WASHINGTON, DC, ACCOMPANIED BY TIMOTHY J.
MAHONEY, POSTAL INSPECTOR, EASTERN REGION, BALA
CYNWYD, PA, ALSO ACCOMPANIED BY GEORGE C. DAVIS, AS-
SISTANT GENERAL COUNSEL, U.S. POSTAL SERVICE, WASHING-
TON, DC

Mr. Hearst. Thank you, Mr. Chairman. I am Kenneth M.
Hearst, Assistant Chief Inspector for Criminal Investigations. I am
a.ccgtt;npanied by assistant general counsel, George C. Davis, on my
right.

Senator MoYNIHAN. Mr. Davis, we welcome you.

Mr. HeArsT. And Postal Inspector, Timothy Mahoney, on my left.

Senator MoYNIHAN. Mr. Mahoney, welcome.

Mr. MAHONEY. Senator.

Mr. Hearst. With your permission, Mr. Chairman, I will submit
my written testimony for the record.

Senator MoyNIHAN. It will be included in the record as if read.
Proceed exactly as you would like to do.

gl‘he I_;I)repam-‘:d statement of Mr. Hearst appears in the appendix.]

r. HEARsT. I would like to summarize a few of the main points
I make in that testimony, sir.

The Postal Inspection Service is the law enforcement and audit
arm of the Postal Service. We are one of the oldest investigative
agencies in the U.S. Goverhment. And under legislation enacted by
the last Congress, we also serve as the Inspector General of the
rostal Service.

Since they were enacted in 1872, we have enforced two of the
Federal Government’s oldest consumer protection laws—the mail
fraud statute, title 18, U.S. Code, section 1841 and the postal false
representation statute, title 39, U.S. Code, section 3005.

Any scheme intentionally to deprive someone of property
through false or fraudulent pretenses or representations where use
of the mails is an essential aspect of the scheme is declared a
felony by the mail fraud statute. Any attempt to obtain money or
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property through the mails by false representations or the oper-
ation of a lottery violates the é)ostal false representation statute.

Violations of the mail fraud statute are punishable by fines and
imprisonment. The penalties for violation of the civil misrepresen-

tation statute include administrative orders that (frevent violators
from receiving mail in response to the scheme and direct that they
cease and desist from continuing the scheme. Violations of the
cease and desist orders may result in civil penalties of up to
$10,000 per day. :

Our fraud and misrepresentation cases reflect a full range of
reed and include schemes which are designed to victimize particu-
ar segments of the public, such as the elderly. Misleading solicita-
tions such as those we have all seen in recent years that premise
an appeal for funds upon a threatened reduction of Social Security
benefits understandably have a great impact upon elderly persons
who rely upon Social Security benefits.

I have mentioned in my written statement some of the fund so-
licitation cases we have investigated in recent years. In the past
two postal fiscal years, we have conducted 141 investigations in-
volving fund solicitations. Most recently, for example, we initiated
civil proceedings against Pacific West Cancer Fund, Robert R.
Stone and the Watson & Hughey Co. concerning a solicitation that
ﬁutgatorts to be a prize award notification from an attorney, Robert

. Stone.

In fact, the prize most recipients receive is a check for approxi-
mately 10 cents. We obtained a temporary restraining order
against the delivery of mail in response to the solicitation and ne-
%gtiated a consent agreement covering solicitations conducted by

atson & Hughey on behalf of Pacific West Cancer Fund, Cancer
Fund of America, Cancer Association of Tennessee and the Walker
Cancer Research Institute.

The agreement provides that the organizations must cease and
desist-from falsely representing that they use funds raised primari-
ly for the stated charitable purposes and provide many of their con-
tributors to obtain refunds.

Just in the past few weeks an investigation we conducted along
with other agencies resulted in the conviction of Jim Bakker and
others for mail fraud in connection with the use of funds solicited
by the PTL organization.

Senator MoYNIHAN. Now, sir, we are accustomed to addressing
oBurl*( kSecretary of State as Jim Baker. You mean the other Jim

akker.

Mr. HEARsT. Yes, sir. Most definitely. The PTL Bakker.

The practice of mailing envelopes which look like they came
from a government agency typically is more cognizable under the
false representation statute than the mail fraud statute because of
the difficulty in these t{)pes of cases in proving intent to defraud
beyond a reasonable doubt.

ut many mailings, which may confuse some postal customers
into believing that they originated with an agency of the United
Statteg government cannot successfully be challenged under either
statute.

To prevail under the false representation statute we must show
more than the fact that the solicitation is confusing. We must show

.
-
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that it misrepresents a material fact. Under our case law, this de-
termination depends upon a review of the entire mailing. While a
look-alike envelope considered alone might be actionable, if the
contents of the mailing make it clear that it did not original with
the government, the mailing is not actionable.

hSer}?ator MoyNiHAN. And even down in the small print, if it's
there

Mr. Hearsr. Yes, sir.

Look-alike envelopes often are of a color similar to that used by
the Government as we have seen this morning and almost always
bear a trade name that sounds somewhat like a government agency
and a Washington, DC mail drop address. Frequently the illusion
of government origin is enhanced by the use of printed matter
- urging the purchase of savings bonds, purported instructions to
Postmasters on how to handle the mail or some claim to be official
business. And we've seen evidence of that this morning.

Another common device involves the use of emblems such as an
eagle, which are similar to official emblems of government agen-
cies. All of these deceptive practices fall short of violating the spe-
cific criminal prohibitions against misuse of government names
and symbols that are contained in chapter 33 of title 18.

To deal with this problem, Mr. Chairman, you, along with Sena-
tors Heinz and Pryor, and others, are sponsoring Senate 273, a bill
which we support and which would restrict the mailing of such so-
licitations. Once before, the Congress found it appropriate to
expand the reach of postal false representation statute to include a
confusing practice that could not successfully be challenged under
the existing statute.

Senator MoyNIHAN. Where are you in your written statement,
Mr. Hearst?

Mr. HeArsT. I have a summarized statement here, sir, that does
not correspond with yours.

b ?enator MoynNiHAN. Okay. Say that once again, all right. Once
efore——

Mr. Hearst. Once before, the Congress found it appropriate to
expand the reach of the postal false representation statute to in-
clude a confusing practice that could not successfully be challenged
under the existing statute. And if I may go on?

Senator MoyNIHAN. Yes.

Mr. HEArsT. A deceptive marketing technique of the 1960’s in-
volved the mailing of publication subscription solicitations that
were designed to look like bills for an existing subscription. Those
who carefully read the document and consulted their records knew
there was no existing obligation to pay the bill. But the promoters
correctly assumed that many recipients would take on faith that
the relatively minor sum was owing and pay it. Congress responded
to this zgtéoblem in a manner very similar to that proposed in

- Senate

Section 3001 of title 39 was enacted to require prominent disclo-
sure on the face of such documents of their true nature. And sec-
tion 3005 was amended to provide that, failure to provide the dis-
clo?uredwould constitute a prime facie evidence that it had been
violated.
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While we still encounter these mailings from time to time, the
legislation appears to have had a significant impact. In addition to
the Social Security mailings, we frequently encounter advertising
that implies government origin to market medallions under a false
impression that they are coins minted by the United States Mint or
to solicit funds, allegedly for medical research under a false im-
pression that the funds are sought by an organization affiliated
with the National Institutes of Health or to solicit fees for informa-
tion which would give an advantage to participants in mineral leas-
ing programs conducted by the Department of Interior or purchas-
ers of surplus government propertly.

The investigation of questionable appeals for funds is one of the
most difficult challenges we encounter. We lack authority under
our civil misrepresentation statute to demand access to the books
and records of questionable organizations and it is more difficult in
these types of cases to obtain sufficient probable cause for the issu-
ance of subpoenas than in typical mail fraud cases.

The victims of phony fund appeals generally do not know they
are victims. While victims of other mail fraud schemes fail to re-
ceive something they were supposed to receive, suspect they have
been cheated and bring the facts to our attention.

In the case of charitable solicitations, no law specifically prohib-
its an organization from claiming to be a charity, simply because
an insubstantial portion of the contributions it receives actually
goes to the intended beneficiaries. The mere fact that a nonprofit
organization uses all or most of the contributions it receives on sal-
aries or to cover the costs and fees of professional fundraisers does
not necessarily mean that the charity is fraudulent. Although that
may affect the decision of the prospective contributors to make a
contribution if they knew it. '

More than a decade ago we suggested that legislation be enacted
that would require persons using the mails to solicit charitable con-
tributions to include with their appeal a summary financial state-
ment of receipts and expenditures. The legislation did not pass and
the Supreme Court’s 1988 decision in Riley v. National Federal of
the Blind of North Carolina places restrictions upon the extent to
which such requirements may constitutionally be imposed.

We continue to believe that such disclosures would reduce con-
sumer deception-and should be required to the extent consistent
with the Constitution.

That concludes my summary.

Senator MoyNIHAN. That is a very fine statement.

Let me ask you and ﬁerhaps Mr. Davis and Mr. Mahoney would
join in if they would like: How do you feel about the situation we

ave now? This is something—I think this is something new. Mail
fraud is obviously something old. We have Civil War statute. But
there are now 32 million seniors out there and they are rather de-
pendent on the mail. Their livelihood comes in the mail. That
check comes once a month. I mean, think about that.

Mr. HeaRgsT. Yes.

Senator MoyNIHAN. So they open the mail and they get—I mean
we have this extraordinary sensitivity when 820,000 people call up
Friday to se:iy, “Am I going to get my check on Monday?” Do you
have any advice for us, sir? We don’t see you in our committee
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often and we welcome you obviously. What do you think about the
kinds of legislation we are talking about? We legislated last year
and that provision, as Senator Daschle knows in the Catastrophic
Health Act last year will continue even if we repeal the main fea-
tures of the insurance itself. -

Mr. Hearst. We strongly suﬂport the work that your committee
is doing as well as the work that Senator Pryor is doing. We cer-
tainly endorse the remarks that we heard this morning by both
Senators and by yourself. We certainly agree that procedures such
as this—or hearings such as this go a long way toward educating
the public. At the same time, we also in the Inspection Service do
have consumer protection programs and prevention programs de-
signed to educate the public concerning some of these kinds of
frauds that may take advantage of them.

So we strongly endorse the work. As I mentioned, we do support
this legislation. We think it would %o a long way toward bringing
these kinds of mailings under control,

Senator MoyNIHAN. Senator Daschle.

Senator DascHLE. Mr. Hearst, I would 1just ask you: Would you
support something that goes beyond the legislation that has been
introduced? Obviously, the bill is good as far as it goes. But frank-
ly, I wonder whether there are not ways that we can pursue this
even more aggressively and if there are, I certainly would like to
have some suggestions,

Mr. HearsT. Well something we have supported in the past is
subpoena authority in some of our civil investigations and that
might be helpful. Mr, Davis may have something more.

enator DAscHLE. Excuse me. Before you go on, let me just flush
that out a little bit. You don’t have subpoena authority today?

Mr. Hearst. We do, of course, in criminal investigations that we
are involved in through grand juries. But in civil investigations we
do not—civil investigations of the false misrepresentation statute.
This makes it somewhat difficult for us to look at the records of
some of these organizations that are suspected of being involved in
some of these activities.

Senator DAscHLE. Are there instances where the lack of subpoe-
na authority for civil purposes has thwarted an investigation
within, say, the last 12 montﬁs?

Mr. Hearsr. Yes, sir. Yes, sir; we certainly have.

Senator DascHLE. Okay.

Mr. Davis, what else?

Mr, Davis. Well I think Senator Moynihan has put his finger on
the problem. This is something new in the last 10 years. I think it
is very difficult to draft legislation that outlaws sleaze and that is
all we are talking about now.

Senator MoyNIHAN. You got it.

‘Mr. Davis. It is not simply a question of taste, although that is
involved. It is probably not simply a question of morality, although
that is involved. It is also a question of the First Amendment. You
are free to be inaccurate. You are free to be untruthful. In tryin
to disseminate political views and to raise money for politica
causes, and that is the umbrella that a lot of this junk falls under.

I do not know how you would draft a law that really would cover
.this sort of thing. Our point on subpoena authority is not a whole



20

answer to that by any means. But what we get all the time from
you and your associates on the House side are letters and phone
calls saying, what is this outfit, what are these people about. “I
have 700 letters from constituents who are frightened by this
junk.” What are they doing with the money? Well, we do not know.
And we cannot find out.

We suspect they are padding very nice payrolls. We suspect they
are doing a lot of things with the money other than what they say
they are doing with it, but we do not know. We can find out in
criminal proceedings, if we have enough cause to go to a Federal
grand jury and obtain that information, that is fine. But when we
obtain it, we cannot share it with you. That is sometimes a cause of
friction because the Federal rules of evidence do not allow us to
discuss or reveal information obtained through grand jury.

Senator MoYNIHAN. You can tell us when there is a verdict.

Mr. Davis. Oh, yes. Much later, much down the road. But you
are getting your complaints now. You are not getting them 8 years
from now.

Senator MoyYNIHAN. That is right. We have to legislate now.

Mr. Davis. That is exactly so. And by the time you go through a
l(;riminal proceeding and a bunch of appeals the horse is out of the

arn,

I think the idea of getting some sort of civil subpoena authority
to be able to get into these books and records and find out what
they are doing and if they are cheating the public, bring appropri-
ate proceedings would be a help. I do not think it is going to be the
whole answer.

You can carefully draft those solicitations so that you are not
misleading anyone with what you do with the funds and you can
still scare them to death to get the funds.

Mr. Hearst. If I might add I think Senator Heinz hit the nail on
the head too when he said that many of these organizations they
have lawyers themselves and they try to adhere just as close as
they can to what is the legal line. Of course, that makes it very
difficult to pursue them under false representation or mail fraud
statutes. .

Senator DascHLE. That points out the question. We have drawn
that line and we have maintained that line for some time. Maybe
this has been an historic problem that may never be completely
rectified. I have resigned myself to that. But I am just wonderin
whether that line has been properly been drawn. And you have a
outlined it. The difference between mailing something which is
clearly untruthful and mailing something with a proven intent to
defraud are two different things. And the line that we are talking
about divides those two things.

Mr. Hearsrt. I might also add, mailing something with the intent
to confuse, which is, you know, a little bit less I would say in the
hierarchy of deception.

Senator DascHLE. We have the best experts on mail fraud in the
country before us right now, so you will have to forgive me if I
overindulge my opportunity here. But it seems to me that as much
as you have had to deal with this thing, that you would have some
ideas—I do not want to put you on the spot—on how we might clar-
ify that line more appropriately. There has got to be a way.
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I am not convinced yet that our attorneys are not as good as
theirs and that we cannot find some legal definition that will
match their ability to defraud the public.

Mr., Hearst. We will be pleased to work with your staffs on
drawing such legislation, certainly.

Senator DAsSCHLE. So in other words, you think there is a possibil-
ity of drawing that line finer than we have right now.

Mr. Davis, Yes. But I think there is already on the books a dif-
ferent line than the one we are talking about. The Federal Trade
Commission statutes, section 5 of the Federal Trade Commission
Act, prohibits a broader category of deception than our statutes.
We really need a lie. We need something that is demonstrably
false. Their statutes will reach things that are deceptive. That is a
little more wishy-washy. It is a little broader. Their statutes also
permit them to develop trade regulation rules that define what is
deceptive in a particular context.

Senator MoYNIHAN. I see.

Mr., Davis. We do not have that authority. Our role, historically,
has been a law enforcement role rather than a public education
role in this area.

You may wish to examine with experts from the Federal Trade
Commission how their statutes could perhaps be used to help in
this area. I am not an expert on them, but they are broader than
ours and their rulemaking authority I think could be used perhaps
to do some i)ublic education. What is needed with so much of this is
to get people to read their mail. You know, not simply to look at
the envelope and then say, okay, where do I send the money and
send it, but to read it.

Senator DascHLE. The problem is though, when they do read it,
unless they are looking for the fine print, they see the bold print
and that is the most misleading and probably the most frightening
of .altl. And they.cannot get over the bold print to get to the fine
print. - .

Mr. Davis. Oh, yes. I agree.

Mr. MAHONEY. May I make a comment?

Senator MoYNIHAN. Please, Mr. Mahoney, please.

Mr. MAaHONEY. What seems to be the target of this present bill is
the deception as to who is sending the solicitation. The other end of
the spectrum on the problem is, once these people have the money,
what do they do with it. Of course, that is of great interest to the
people who send it. -

As was noted in Mr. Hearst's testimony, the problem there is
that if you are buying some goods—if you buy a television or what-
ever through the mail—you know whether 1you got that television
or not. But what happens here is, you are re 1ying on——

Senator MoyNiHAN. Whether you got that lobbyist.

Mr. MaHoNEY. Exactly. You are trusting that they have done
that. And if you do not get it, you do not know that. So we do not
hear about that.

Senator MoyYNIHAN. Right. -

Mr. MaHoNEY. The only way we can find out what is happening
with the money is to get into the books and records. The other
thing is some sort of exposure to the prospective donor as to where
the money is going or what the past record of that organization is.
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Now as was noted again, the Supreme Court has tightened up
the requirements on what we can require that they say up front.
However, the Supreme Court did say that public education is the
answer. One of the things that should be required is that financial
statements be made available. Two years ago that was made a re-
quirement in the tax code. If an organization is exempt, they have
to have available their past tax forms for examination at their
place of business.

Of course, that fact is not made known in the solicitations.
Maybe it would meet constitutional muster if there was a provision
that that be required to be disclosed.

Senator MoyNi1HAN. That is a nice thought.

Say, Mr. Davis, you say you are not an expert on the Federal
Trade Commission. May I suggest that you are about to become
one. We would like you to give us some advice in that regard.
Would you do that for the committee?

Mr. Davis. I would be happy to.

Senator MoyNIHAN. And Mr. Mahoney, that is a very nice
thought about, you know, this is a constitutional question, but can
we require a statement that says, if you want to know more about
us, this is how you find out.

Mr. Hearst, would you see that these—perhaps you could do the
committee on Finance a great service if you would just let us know
your views in this matter.

Mr. HearsT. We would be happy to, Mr. Chairman,

Senator MoyNIHAN, We thank you. .

Senator DAscHLE. Mr. Chairman, if I could just ask if each one of
those recommendations could be flushed out and presented both to
the committee and me. I would really like to pursue these. I think
we have just touched on them and we do not have the time today
to elaborate and follow through on them. But I would be very in-
terested in each of those ideas and anything else that may come up
as you consider these ideas.

Senator MOYNIHAN. After you think of what you've heard.

Mr. HeEArsT. We will be happy to do that.

Senator MoyNIHAN. Will you do that? And will you accept the
committee’s thanks. It is too rare that we have an opportunity to
meet public servants from other branches. I guess it is almost an-
other Branch now, isn’t it? It is the oldest one. Benjamin Franklin
got f\lrou going and you are obviously going very good and very well.

Thank you, gentlemen, all and we look forward to that communi-
cation which, Mr. Hearst, perhaps you can put together for us.

Mr. HeArsr. Yes, sir.

Senator MoyNiHAN. Thank you. -

And now we have one last expert witness and that is Mr. Denni-
son Hatch who is Editor and Publisher of “Who's Mailing What!
Mr. Hatch, we welcome you, sir. We have your statement which we
will include in the record as if read. And you proceed exactly as
you think best.

[The prepared statement of Mr. Hatch appears in the appendix.]
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STATEMENT OF DENISON HATCH, EDITOR AND PUBLISHER,
WHO'S MAILING WHAT!, STAMFORD, CT

Mr. HatcH. Mr. Chairman, members of the committee, I appreci-
ate the opportunity to be here today. I will be glad to answer any
questions about direct mail that I can. ‘

For the record, I am editor and publisher of a 10 times a year
newsletter called, Who'’s Mailing What! With about a circulation of
about 1,500 people in the direct marketing industry. :

Senator MoyNIHAN. May I just ask, would you describe that as I
would describe it, as a trade publication? ‘

Mr. HatcH. Yes, sir. Absolutely.

Senator MoyNIHAN, That this goes out to the people who are in-
terested in this work.

Mr. HatcH. Yes, sir.

Senator MoyNIHAN. This activity.

Mr. HaTcH. Yes, sir.

To create the newsletter, I physically looked at 4,000 to 5,000
mailings a month. I received many at my own address. The majori-
ty are forwarded to me by a network of some 20 correspondents
around the country. Each issue of the newsletter lists some 1,500 to
1,700 mailings in nearly 200 categories and I write about the ones
that I believe are important. -

Subscribers who want to see any of the mailings from the cur-
rent month or from my library of 8,000-plus mailings can call me
up for photocopies. The whole point of my enterprise is help mail-
ers see what is out there and mail smarter.

I also published the “1990 Directory of Major Mailers.and What
They Mail,” that lists names, addresses and phone numbers of
more than 4,000 mailers and analyzes more than 16,000 offers re-
ceived over a 12-month period.

Direct mail is the second greatest medium after television. Be- .
cause of television, the Vietnam War was exposed to the American
people in the most graphic manner in their living rooms, history
was changed. Because of direct mail, Congress rescinded the Medi-
care Catastrophic Coverage Act. It happened with devastating sud-
denness.

Senator MoyNIHAN. I think that is fair. ,

Mr. HarcH. Here was another instance——

Senator MoyNIHAN. And the first time in history that a title of
the Social Security Act will have been effectively repealed.

Mr. HatcH. Here was another instance of a great issue of the
day being debated in the mails—organizations using vast influence
on their constituencies by communicating with them directly on a
one-on-one basis.

Direct mail is secret. If I mail 5,000 pieces or 5,000,000 pieces
only two people know the quantities—myself and the post office.
From the point of view of traditional media that depend on tradi-

‘tional news gathering sources, direct mail is not only secret but
deadly dough. No pickets;, no tear gas, no fiery oratory to rile up
mass rallies, no fights breaking out in front of an abortion clinic.
In short, no action.

For these two reasons, secrecy and dullness, direct mail is passed
over by the media. As a result many events occur. Movements
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start, politicians get elected and defeated, a startling national turn-
around on the subject of pro-choice, the Catastrophic Medicare bill
is rescinded, all happens for reasons that the pundents cannot ex-
plain and the answer is direct mail.

Let me say first off that I believe direct mail is-not only a major
force in this country, but a.force for good. Let me put direct mail
into perspective. Direct /fhail is the largest single advertisin
medium. More money is spent on direct mail, approximatelg $2
billion a year, than on newspapers or magazine space or radio or
cable television or network television. More advertising dollars are
spent on network and cable television combined, but not if the two
media are split.

Last year some 62 billion pieces of third class mail found their
way into the American homes and businesses. More than double
the 26.3 billion 10 years earlier. Direct mail will get even bigger.
There are three reasons why direct mail advertising is on the as-
cendancy and television advertising on the decline.

First of all 20 years ago a television advertiser had four choices—
ABC, CBS, NBC or a buy of independent stations. Today cable has
dramaticaily dispersed the audience. Network television is no
longer the central power it was. Secondly, the zapper or mute
button on remote controls enable the viewer to silence commercials
or flip around the dials when the commercial comes on.

Finally, the advent of the VCR allows viewers to tape programs
and screen them at their convenience. This enables them to skip
the commercials by running fastforward.

Unlike television which is a shotIqun medium, direct mailers go
out with a rifle. They can mail to Hispanic families who have 3.7
children, incomes of $50,000 or more, drive Lexus cars, or any of
dozens of demographic, psychographic, geographic or financial pa-
rameters and overlays.

At its best, direct mail is very, very good. People complain about
the glut of catalogs. Yet, the catalog enables any person, rural or
urban, to have a complete shopping mall on the bookshelf—clothes,
jewelry, electronics, furniture, shoes, books, records, gifts, fine art,

itchenwares, garden items, camping ec&tilipment—the entire range
of goods and services are as close to the person at home as the
nearest telephone. And the use of an 800 number makes ordering
not only convenient, but free. The use of the credit card means
automatic charge privileges. If a purchase is needed in a hurry
Federal Express can deliver it the next day. ,

With reputable mail order merchants returning merchandise is
far easier than being hassled at a department store. The catalog
copy is far more informative than the average store clerk, who is
basically an order taker. Order by mail you save time, you save:
gasoline, save parking expense. This is just as true in the business
environment as it is for the average consumer.

I would guess that 98 percent of all the direct mail is le itimate
and performs a real service to the economy, to American life styles,
to mankind. And incidentally, direct mail is very profitable for the
post office. Without direct mail, a first class stamp might cost $5.

People like direct mail. For all the grousing people do about junk-
mail, people basically like it. People are lonely. Nobody likes to
come home to an-empty mailbox. If the mailbox is empty you get a
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lurking sense in the pit of your stomach that something is wrong.
Your mail carrier had a heart attack, the postal service has col-
lapsed, the government has run out of money and cannot pay the
post office salaries, a bomb went off in the main post office.

Direct mail is your only daily contact with a Federal Govern-
ment sponsored service. It is the consumer’s private check that the
system is still working. ‘

How people get on mailing lists. The way to get on a list is to
buy something by mail—subscribe to a magazine, order from a
catalog, reply to a coupon advertisement, give money to a charity.
The names of mail order buyers and donors are rented by compa-
nies who want to offer products and services that they believe will
be of interest. The more a person orders or donates through the
mail, the more lists his or her name will be on. The more mail he
will receive.

However, it must be remembered that direct mail costs money—
anywhere from 25 cents per piece on up to $1 or more for big cata-
logs, It is also a very scientific business. So mailers are not going to
send these expensive mailings out frivolously. Direct marketing
means making offers to people who should be interested in the
proposition.

It you want to get off mailing lists, write the Mail Preference
Service of the Direct Marketing Association, 6 East 43rd Street,
New York, NY 10017.

Senator MoyNIHAN. Could I interject there.

Mr. HatcH. Yes, sir.

Senator MOYNIHAN. Just to say, is that a trade association which
will just expunfe your name from computer lists all over?

Mr. HarcH. It will send, as I understand it, Senator, a directive
out to all list owners that this person does not want his or her
name rented and used in commerce and to expunge that name
from all'mailing lists.

Let me add, Senator, that more people write the Mail Preference
Service asking to be put on mailing lists than to get off them.

Senator MoyNIHAN. Thank you.

Mr. HAaTcH. At its worst direct mail is very, very bad. We are
seeing more scams—fake charities, old p{ramld schemes from the
1940’s and 1950’s, potency pills, multilevel marketing schemes, free
vacations and prizes, which are not free at all, and more. The
object of many of these scam artists, to get the consumer’s credit
card number. They will then charge the number three or four
times, and by the time the dust is settled, they will have aban-
doned their office and started a new business across town.

Of the 4,000 to 5,000 mailings a month that are sent to me from
my network of corresgondents around the country, perhaps .5 per-
cent, perhaps 20 to 40 are flat out illegal. These mailings are not
recorded in my archive, instead they are forwarded immediately to
the postal inspectors for action.

Another group of mailings are highly suspect. Fundraising ef-
forts that promise that money donated will go for cancer research
or to further the conservative agenda or whatever. In my experi-
ence, many of these efforts do not deliver what they promise.
Rather, they are mailings by political action committees, independ-
ent expenditure committees, charities, non- profit organizations



*-
26 -

who are in effect and in actuality, owned and operated by for-profit

fundraising organizations whose objective is to make more mailings

to raise money to make more mailings to raise more money to

make more mailings. :

thIn the material I am going to submit, if I may, are examples of
ese,

Unlike a catalog or a merchandise mailer as the postal inspec- .

tors mentioned earlier, where the consumer physically takes pos-
session of an item ordered and can judge the guality and service
firsthand, fundraisers can take the money and run or use it to
make more mailinfgs. Giving money to a PAC or a charity is an act
of faith. It is a difficult and complex process for_th;’g\donor to find
out if the money is being well spent. :

Unlike the merchandise business, in fundraisjng there is little
accountability. How can consumers know what is going on? What
could Congress consider legislating?

Direct mail is a function of the U.S.P.S. Direct mail is totally de-
pendent upon the U.S. Postal Service, a corporation that is made
%ossible by the U.S, Government and overseen by Congress. If the

S.P.S. delivers scam offers it is aiding and abetting criminal dc-
tivities and doing it in interstate commerce. By logical extension,
the U.S. Government is aiding and abetting criminal activities by
making it possible for criminals to send their scam offers interstate
to be delivered by the U.S.P.S.

Therefore, it seems to me that there should be some regulations
as to what can and cannot be mailed and who can and cannot be
partners with the U.S. Government. The following proposals are
made not with an eye toward censorship or violation of First
Amendment right to free speech, rather here are some suggestions
that will level the playing field for mailers and consumers alike.

(1) Name, address, phone number of the mailer on every mailing.
One of the most difficult tasks we have is finding the true address
of mailers. Scam offers have often only a phone number or a P.O.
Box. Many fundraisers use only a unique zip code as a return ad-
dress so the money goes to a fulfillment house or a caging oper-
ation in another town or another State.

If the Federal Government were to adopt a statute whereby the
actual street address and perhaps the phone number of the mailer
had to appear somewhere in the mailing, not on every piece, I
would be in favor of it. By forcing mailers who use the U.S.P.S. to
reveal the street address and perhaps the 1phone number from
which business is actually conducted, it would be easier to track
down all mailers, legitimate and otherwise.

(2) Annual reports from fundraisers. I believe if Congress at- .

tempts to legislate what can and cannot be written and designed in
the mail it would be a violation of our First Amendment right to
fzee speech. What I believe Congress could legislate is accountabil-
ity.

If fundraisers are going to use the U.S. mails to raise money, the

donors and perspective donors should have every right to where .

and how their money is being used. Therefore, I would propose leg-
islation be considered whereby all fundraisers who use the U.S.
mails be required to send donors of a certain amount, e.g. $25 a
year or more, and annual report.
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This annual report does not have to be elaborate—two or four
mimeographed pages in small type, audited and notarized by an ac-
countant. This annual report should also be available to any non-
donor who requests ‘it. It should contain the following information:
(a) sources and amount of revenue; (b) amount and percentage of
revenue spent on programs and what exactly are the programs.

Many organizations consider a major part of their program to be
“information” or “education” or “independent expenditures.” In
actuality these education, information, or independent expenditure
Erograms are simply fundraising efforts that give little information

ut whose main thrust is to ask for money.

It seems to me that under this proposed legislation quite simply
any mailing or telephone effort or space advertisement that asks
for money must be called a fundraising effort. If there is no request
for money, it can be called and educational, informational or inde-
pendent expenditure.

(¢) Amount and percentage of revenue spent on administration;
(d) amount and percentage of revenue spent on fundraising; (e) the
name and address and phone number of the professional fundrais-
ing agency, if any; (f) the amount and percentage of revenue spent
with the professional fundraising agency and all of its affiliates,
subsidiaries and/or other companies owned by the agency or owned
and controlled by family members and relatives of the agency’s
principals; (g) what other organizations does this agency raise
money for; (h) main provisions of the fundraising agency’s contract.

Let me explain this. Direct marketing is a very scientific busi-
ness. Results are measurable in tenths and hundredths of a per-
cent. Successful direct marketers test an offer or a fundraising
appeal to a scientifically selected list of names, a sampling of
names. If the test if profitable they ‘roll out” mail to a much
larger universe. By basing the roll out mailing on the knowledge
gained from the test, the mailer is mailing smart.

Many PAC’s and charities use professional fundraising compa-
nies. Often the contract of the fundraising agency stipulates a fee
for everi piece of mail mailed—b cents, 7 cents, 10 cents, The more
pieces that are mailed, the more money the agency makes. Thus,
there is no incentive to mail smart, just mail a lot. So they make a
lot of mailings to raise money to make mailings to raise more
money and so on infinitum. The agency gets rich. Little or nho
money goes to the promised cause. -

“Further, the contract with the fundraising agencies often stipu-
lates that the agency owns the mailing list—either the entire mail-
ing list or 50 percent joint ownership arrangement. A mailing list
is the major asset, indeed often the only asset of a fundraising or-
‘ganization. When an agency owns the names, it can charge the
charity or PAC a list rental fee for its own names. So now the char- .
ity is paying a fee to the agency for every piece mail, plus a fee to
the agency to rent its own names, plus maybe even a 15-percent
override on top of all printing and inserting.

- "This means a letter that would cost a legitimate charity 25 cents
to mail would cost an agencﬁi-dwned charity 50 cents to mail, with
the other 25 cents going to the agency. By giving away its names to

the fundraising agencies, the charities and PAC’s are in my opin-
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ion owned and operated by private, hugely profitable fundraising
agencies for the main purpose of making money for the agency.

So the main elements of the contract of the fundraising agency is
kgy to making any kind of judgment about what a fundraiser is

really up to.
Now {ll’lst 1 minute more if I may, Senator, about the business of
official looking envelopes and scare tactics in direct mail. Basically,
all direct mail appeals, including official looking envelopes. Indeed,
all advertising is nothing more than campaign rhetoric. What
made this country great was not putting a lid on campaign rheto-
rilc, it was accountability, whether in politics or in the market
place.

When looking into the business of direct mail fundraising, I urge
you not to spend time and be sidetracked on the exaggeration hype
and hygerbole. Instead, ask how much money was raised and
where the money went.

In the words of Deep Throat to Woodward and Burnstein in that
parking garage, “Follow the money.” You'll get to the heart of
what’s really getting on very quickly.

Thank you very much,

. Senator MoyNIHAN. We thank you, sir. This has been very help-

ul.

Mr(.i HaTcH. Senator, I would like to submit this as part of the
record.

Senator MoyNIHAN. You said you had some specifics.

Mr. HarcH. Yes. There is a string of samples in here, including a
number of Social Security mailings that you may not have received
that I have received. So here is a whole——

Senator MoyN1HAN. We will place those in the record.

The information appears in the appendix.]

enator MoyNIHAN. And I want to ex})ress very great apprecia-
tion for you coming here and coming before the committee with a
set of very specific recommendations. You obviously know this
field. I can share some of—your last statement makes great sense.
We do have a responsibility, however, to see that some of the offi-
cial symbols of our government are not misused, just on pring:i al—
ﬁyperbole and rhetoric-——well that is our world too as you no doubt

now.

But follow the money, yes. Very good. And very great thanks.

Senator DAscHLE. Mr. Chairman, I would share your comments. I
like your recommendation, Mr. Hatch. I think an annual report
giving that information would go a long way and would perhaps
preclude some groups from getting involved at all.

So among the other ideas that have been expressed to us, I cer-
tainly would like to pursue this one as well.

I would be interested in your comment about the line between
sending something which is clearly untruthful and sending some-
thing which proves intent to defraud which I guess is the legal
term. Do you think that the line that exists today separating the
two is adequate? , ,

‘Mr. HarcH. I was talking to my wife at breakfast and she said
whatever you—direct marketers are very smart people, and what-
ever finger you stick in the dike there is going to be a leak some-
where else and you have to start the whole process all over again.
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It scares me that all this time and effort that you gentlemen—I
commend you for it. But it is going to be struck down in the Su-
preme Court as a first amendment violation. -

Incidentally, one other thing I would like to say is, when I ran
these ideas by someone—the idea of an annual report that had to
be sent to donors of $25 or more—that could bust some charities.
This thing would cost 25 cents to mail, maybe. And that would
really dig into the amount of money they had taken in and it
would be less money to spend on whatever they were going to
spend it for,

My answer to that is, if someone donates $25 the polite thing to
do is to say thank you. And with the thank you letter would be a
copy of this report saying, may I—here is what we are doing
1x:leas:e send some more money. And if the report is good an

onest, they will get more money and more than pay for the mail-
ing; and if the report is no good or the guys are shysters they have
a problem and they should.

Senator DASCHLE. A good recommendation. Thank you.

Senator MoyNIHAN, Very thoufhtful, very specific. It is a new
world to me, I must confess. But learned a lot. We thank you ver
much. I would like to report for those who do not know, “shyster”
refers to a New York City lawyer, in the era of 1830-1840, who was
not overly scrupulous in his dealings.

Senator DascHLE. There was a Shyster,

Senator MoYNIHAN. Mr. Scheuster.

Thank you very much, Mr. Hatch.

And now we come to the first of two witnesses we will have
today representing one of these activities, Mrs. Martha A.
McSteen, who is president of the National Committee to Preserve
Social Security and Medicare. Mrs. McSteen is well known to this
committee, having formerly been Acting Commissioner of the
Social Security Administration. -

We welcome you again in this new capacity. We put your state-
:;ne(?t in the record as if read and you proceed exactly as you chose
o do.

d ['Iihe prepared statement of Ms. McSteen appears in the appen-
ix.

STATEMENT OF MARTHA A. McSTEEN, PRESIDENT, NATIONAL
COMMITTEE TO PRESERVE SOCIAL SECURITY AND MEDICARE,
WASHINGTON, DC, ACCOMPANIED BY JEFFREY GALGINAITIS,
TREASURER, AND BRUCE SUMNER, VICE PRESIDENT

Ms. McSTEEN. Mr. Chairman, my name is Martha McSteen and I
am president of the 5 million member National Committee to Pre-
serve Social Security and Medicare. Thank you, Mr. Chairman, for
the opportunity to present facts about our educational mailings to
our senior citizens regarding the Social Security system. o

I also thank you on behalf of our membership for your leadership
a;égl'commitment to the Social Security issues vital to our senior
citizens,

As our name indicates, the preservation of a strong Social Securi-
ty system is the very reason for the existence of our grassroots
membership organization. Our organization was founded in 1982 by

28-713 0 - 90 - 2 -
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the son of President Franklin Roosevelt, the architect of Social Se-
curity. Former Congressman James Roosevelt established the com-
mittee to preserve his father’s most significant legacy to the Amer-
ican people.

As you may know, Mr. Chairman, I have devoted 39 years work-
ing with the Social Security and the Medicare system in both Re-
publican and Democratic administrations. During that time, I was
one of the first regional Medicare administrators and was the
Acting Commissioner of Social Security for 3 years.

This past April I was honored to assume the role of the President
of the National Committee to Preserve Social Security and Medi-
care. Mr. Chairman, I am aware of past criticism of our organiza-
tion and indeed there may have been misunderstandings concern-
ing some of our communications. Growing an organization from a
concept to a 5 million strong membership is difficult and there will
be mistakes. -

However, since I have taken over I believe our programs have
and will continue to safeguard against even perceived misrepresen-
tations.

The National Committee has been in the forefront of efforts to
K;otect the integrity of the Social Security and Medicare systems.

y new position enables me to translate my experience in govern-
ment to this grassroots organization and action on behalf of older
Americans. We understand that both the House and Senate Gov-
ernmental Affairs Committees are working on deceptive mailings
prevention legislation. The National Committee has applauded
these past legislative efforts. The National Committee has conscien-
:@ously complied with requirements incorporated in past legisla-
ion.

Now the charge has been made, Mr. Chairman, that some of our
educational mailings to the membership have been misleading and
that they may undercut the confidence that Americans have in the
Social Security system.

Mr. Chairman, it is not our educational materials that erode con-
fidence in the Social Security system. The elimination of student
benefits, the taxing of Social Security benefits and now the use of
trust funds to hide the government’s budget deficits—these are the
things that erode the confidence in the system. '

It is this continual tinkering with the system that has concerned
the American people and made the recent battle over catastrophic
health so important. It was an Act that did not address senior’s
major concerns. It duplicated some of the services that seniors al-
~ ready had. Its financial structure violated the basic social insur-
ance concept set down by Congress 50 years ago. L

We do not ask Veterans to pay the entire cost for VA hospitals.
We do not ask parents to pay the entire cost of our public school
system. We do not ask farmers to bear the full burden of farm
price supports. Nor should we. Yet this piece of legislation was fi-
nanced by saddling only seniors with extra taxes. .

From the beginning of consideration of this issue our member-
ship was concerned about the content of the legislation. Long
before the Congress voted in 1988 for catastrophic coverage, and

long before Senate mailrooms were flooded with cards and létters,
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our committee was opposing the bill and informing Congress that
our membership coukf not su;:iport it.

The leﬁislatlon simply did not address their real concerns.
During the 100th Congress, the National Committee repeatedly
sent letters to members of Congress outlining the problems we had
with the legislation. We did urge support for the excellent bill
crafted by the champion of the elderlty;, the late Representative
Claud.el Pepper. Unfortunately, Senator Pepper’s legislation did not
prevail.

When the original bill was finally enacted, we continued to rep-
resent .the views of our members. We used the most cost effective
method available to alert our 5 million members. We used the
mail. Nearly half of our membership responded. They wrote, they
called or visited their Representatives and Senators to register
their concerns. In the oldest American tradition, they petitioned
their Representatives.

Were the seniors and thousands who joined them wrong? Not in
our opinion, nor in the opinion of the 360 Representatives who
voted to refeal this law. And then the Senate, after consulting with
their constituents, Senator John McCain and others have fashioned
8 compromise we support.

Now, Mr. Chairman, the charge has been made that we used fear
tactics to encourage seniors to write their members of Congress
about the original legislation. This is absolutely false. Were seniors
legitimately concerned about the provisions and the financing of
this law? Yes. Were they fearful of a financial structure that put
the burden of paying for duplicative benefits on the backs of the
elderly? The answer is, yes. Did our committee give the facts to our
membership? Yes. And did they respond by writing letters to you
and many on this committee and other members of Congress? Yes.

The National Committee has been unjustly criticized for helping
to educate its members through the use of direct mail. In accusing
the National Committee of misleading seniors in the debate over
catastrophic cover certain critics have pointed to past headlines in
some of our mailings. The fact is, these headlines emphasized le-
gitimate concerns of our members. One may disagree with a par-
:icular headline, but that is a matter of opinion and not of decep-

ion.

From the beginning we made every effort to let our members
know what the benefit implications were and that the tax was
placed on seniors only. We ran a chart in our membership newspa-
per which related the surtax impact to various income levels. We
1encouraged our members to write, if they felt concerned about the
8W. :

Mr. Chairman, I know you have always been a staunch supporter
of Social Security and that your legislative proposals address many
of the concerns of the membership. Thank you for your support.

On behalf of the National Committee’s membership, it is my
hope that we can continue to work with you and your coileagues to
improve and strengthen the Social Security and Medicare pro-
grams for millions of Americans.

Thank you, Mr. Chairman.

Senator MoyNIHAN, We thank you, Mrs. McSteen. I think we are
going to want to ask a series of questions. I think it might be useful
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if we just alternated. I'll speak for five minutes or so.and then you
do so. We have plenty of time. We are not in any hurry,

Thank you for very forthright and helpful inquiries. I am going
to take the advice of our previous witness Mr. Hatch and follow the
money, as he put it, because that is what we are trying to sort out
herf, not with respect to any one organization, but just this general
pattern.

Mrs. McSteen, %'ou state that, “Our organization was founded in
1982 by the son of President Franklin D. Roosevelt, the architect of
Social Security.” Entirely on an irrelevant note, I have always
thought that Francis Perkins was the architect of Social Security,
but that is a matter for the historians. |

Anyway, now is the committee wrong in our understanding that
there was at that time a California based direct mail firm known
as Butcher-Forde Consulting, and they incorporated the National
Committee to Preserve Social Security in 1982, Now is that right?

Ms. McStEEN. The organization was created in 1982 and as I had
indicated, James Roosevelt wanted to establish an organization in
honor of his father and to preserve his father's legacy.

Senator MoyNIHAN. Now this is where we—we want to get very
clear, I want to get very clear. You say that this organization was
founded by the son of President Roosevelt. OQur information is that
it was founded by a direct mail firm that hired Mr. Roosevelt as a
consultant,

Ms, McSteeN. Well I will be glad to tell you.

Senator MoYNIHAN. Help me. Just help us. We do not assert this.
I just wanted that——

Ms. McSteEN. All right. James Roosevelt wanted to establish and
create this organization. It would be a tremendous financial under-
taking and he sought up front financing to create the organization
for that purpose. And as a result of that there was an agreement, a
contract, between the parties to continue to evolve the organization
for the purpose that it was intended, and that was to preserve the
Social Security system.

Senator MOYNIHAN. Let’s try again. Who came up with the idea,
the direct mail business or Mr. Roosevelt? Who went to whom?

Ms. McSTEEN. I was not, of course, around at that time.

Senator MoYNIHAN. Sure. Sure.

Ms. McSTEEN. It is my clear understanding from Mr. Roosevelt
that he had the conceﬁt and the idea and he approached the orga-
nization because they had agreed to put the money up front. And I
have no other information. ‘

Senator MoyN1HAN. Now I have to press your syntax, “He ap-

roached because they had agreed to put the money up front.”

hat you said is, he approached them because they had agreed to

gut the money up front. That suggests to me something happened
efore he approached them. ~

Ms. McStEeN. I am sorry if you misinterpreted or I misinterpret-
ed. James Roosevelt, I am told and I believe, wanted to create this
organization because there was a need for the preservation of
Social Security. He did not have the finances sufficient to create a
large 'olx_'lganization and he wanted it to grow and last for years to
come. He sought out investment bankers or investment persons
who would put the money up front. o .
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Senator MoyNIiHAN. Investment bankers? That suggests a for-
.. profit enterprise. Now an investment banker is clearly in the pri-
- vate sector to make money. It is a for-profit enterprise.

Ms. McSteeEN. Well, my choice of words may not be legally-—--

Senator MoyNIHAN. But you did say investment bankers

Ms. McSteEN. He sought financial support.

Senator MoyNIHAN. No, ma’am. You said he sought out invest-
ment bankers.

Ms. McSteeN. Well, he sought out people who could put the fi-
nancing up front and whatever you might call them.

Senator MoyNIHAN. Okay. Well let me—I want to turn it over to
my colleague now. But first, would Mr. Roosevelt be willing to
come and tell us in his own words what happened because it just
seems 80—it is 8o confusing to this Chairman.

Ms. McSTEeN. It seems to me that the important thing is that
the organization was created for a purpose and the organization
has grown and has survived. And I think——

Senator MoyNIHAN. But what was the purpose?

1\‘/;Is. McSteEN, The purpose was to preserve the Social Security
system.

Senator MoyNIHAN. Was that the Yurpose or was the purpose to
make money on the part of the mail business? Did Butcher-Forde
have an idea for making money by sending out mailings?

Ms. McSteEN. I have no idea what Butcher-Forde's intentions
were. I know that James Roosevelt’s intentions were to create an
organization that—— -

enator MoyNIHAN. But he was a consultant to Butcher-Forde.
He was just an employee.

Ms. McSTEEN. No, he is not an employee, was not an employee of
Butcher-Forde.

. Senator MoYNIHAN. But was he not a consultant? I don’t mean
o...___ -

Ms. McSTeEN. He served as a consultant to a number of——

Senator MOYNIHAN. And was paid.

Ms. McSTEEN [continuing]. Organizations.

Senator MoyNIHAN. But he was paid $60,000 a year.

Ms. McStEEN. I do not know that.

Senator MoYNIHAN. After receiving consulting fees, he began
drawing a salary of $60,000 a year.

Ms. McSteEN. From thig——

Senator MoyNiHAN. You don’t know that?

Ms. McSteeN. From the organization Mr. Roosevelt draws a
yearly stipend, salary, whatever you might want to call it for his
services as chairman of the organization, its board and for advis-

ing——
genawr MoyNIHAN. Salary will do.
thNi’S' MCcSTEEN [continuing]. Policy, setting policy. And I think
at's——
- Senator MoyNIHAN. But he originallg was a consultant? Do you
know what he was paid as a consultant
‘Ms., McSteEN. No, I do not.
- Senator MoyNIHAN. Okay.
.~ Senator Daschle.
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Senator DascHLE. Mr. Chairman, your line of questioning is very
helg)ful. I think if you want to continue to pursue it I am willing to
wait.

Senator MoyN1HAN. All right. I just will pursue it a little bit fur-
ther because I do not think we have the answers and I just simply
would like to say that we need to know from you, ma’am, and we
will find out—this committee will find out—which came first, the
direct mail firm with an idea for making a profit in a private en-
terprise or the desire to establish a committee which in turn
soufht out the devices of the facilities, the resources of the mail
business,

You can let us know that as explicitly as you wish or we will find -
it out in other ways. We need to know who was paid what. Can you
give us some ideas, do we have available the early accounts, finan-
cial statements of the operation?

Ms. McSteEN. They are available, yes.

Senator MoyNIHAN. Have you brought them with you?

Ms. McSteeN. No. )

Senator MoyNiHAN. I didn’t think so. But you could provide
them to the committee?

Ms. McSTEEN. Yes.

Senator MoyNIHAN. Okay. )

Ms. McSteeN. If there are no legal complications or restraints
that I don’t know about.

Senator MoyNIHAN. Sure. That is fair enough, absolutely.

But now, a Mr. Miles Rubin in 1988, which is not that far ago,
bought the Butcher-Forde Co. and changed the name to the Nation-
al Direct Marketing Corporation. Is that right?

Ms. McStEEN. Yes, that is right.

Senator MOYNIHAN. And they do your mailings?

Ms. McSTeeN. They are the vendor that supplies us with the in-
formation that is important in communicating by mail. That is,

-~they have the expertise of knowing how to package communica-
tions, how the layout should appear. They have advice regarding
communications.

Senator MoOYNIHAN. And they are—I guess I should correct
myself. It was Butcher-Forde Consultinf, a ;f\?rtnershi in Newport
Beach, CA. And the new group is still in Newport Beach, CA; is
that right?

Yle' cSTEEN. Mr. Rubin is a resident of Washington and New

ork,

Senator MoyNIHAN. I asked where the firm is located.

B Ms}.1 McSteeN. Well the direct mail firm itself is in Newport

each.

Senator MoYNIHAN. Just as it has always been?

Ms. McSTEEN. Yes, you are right.

Senator MoyNIHAN. Do we have any notions of how much money
of the revenues you receive, you say you have 5 million members.

Ms. McSTEEN. Right.

_Senator MoYNIHAN. And so you get a certain amount of revenue.

Would you have an estimate o{ what revenue was last year?

Ms. McSteeN. Yes. For our last fiscal year, the revenues were
$38.2 million.

Senator MoYNIHAN. And how much was spent on direct mail?
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Ms. McSteeN. About $5.4 million was paid to the National Direct
Marketing firm. Printing and other costs of publication were $14.8
million. I have that information.

Senator MoyNIHAN. Why don’t you give it to us? You got $38
million last year.

Ms. McSTEEN. Yes.

Senator MoyNIHAN. Tell us how you spent it.

Ms. McSTeeN. All right. $14.8 million was printing and other
costs of publication.

Senator MoyNIHAN. So that is mail?

Ms. McStEEN. Yes, involved with the publicationg——

Senator DAscHLE. Who is the printer? Do you have one printer?

Ms. McSteeN. There is a contract with Donnelly Printing Co. for
our newspaper——

Senator DascHLE. Donnelly Printing.

Ms. McSTEEN [continuing. Printing. If there are other contracts
for that publication, I do not know specifically.

Senator DascHLE. Where are they located?

Ms. McSteEN. Donnelly, I believe in Chicago.

Senator DascHLE. Okay.

Ms. McStEEN. Postage, $5.8 million; administrative costs associ-
ated with mailings, $3.4 million; the Washington operations and
1azd]c!itionfs to reserve, $8.8 million. That adds up to $38.2 million, I

elieve.

Senator MoyN1HAN. Of your $39.56 million in the last go round,
you have $8.8 was the Washington operation and the rest was ad-
ministrative costs of raising the money; was it not?

Ms. McSTEEN. Administrative cost in——

Senator MoYNIHAN. I mean administrative costs and the mailing
costs.

Ms. McSteeEN. Well, direct mail is a very expensive way of com-
municating, but it is a—and it has a lot of advantages because it
can go directly to individuals. Direct mail is a method of operating
" that the organization is not beholden to any one large contributor
and therefore we feel that we can represent our membership.

Senator MoyNIHAN. Can I ask one last question before we turn to
Senator Daschle. You said that of grour income last year $8.8 mil-
lion was Washington operations and additions to reserves.

Ms. McSTEEN. Yes.

Setn??tor MoynN1HAN, Could I ask what the additions to reserves
can to -

Ms. McSTEEN. Let me ask our treasurer that. I think it——

Senator MoYNIHAN. Sure. Is your treasurer here?

Ms. McSteeN. Yes.

Senator MoyNiHAN. Do you want to come forward, sir.

Ms. McSteeN. This is Jeff Galginaitis.

Senator MoyNIHAN. We welcome you to the committee, sir.

Mr. GaLaiNarmis, Thank you, sir. . ‘

Senator MoyN1HAN. The question is of the—Ms. McSteen spoke
of $8.8 million as Washington operations and additions to reserves.
Could I ask you what the additions to reserves came to? .

Mr. GALGINAITIS. It was about $2.7 million, sir.

t,‘Sena?ttor MoyNIHAN. And the rest was for the Washington oper-
ations
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Mr. GALGINAITIS, Right.

Senator MoyNIHAN. All right. Fine.

Thank you so much for the moment.

Senator Daschle,

Senator DascHLE. Thank you, Mr. Chairman.

Just to clarify again. The $14.8 million in printing costs all went
to a firm in Chicago; is that correct?

Mr. GaraiNarris. Well there are a number of different printers,
gir, that we use for newspapers and our different communications
with members.

I do not know the exact number. But it is somewhere between a
half a dozen and a dozen different printers.

Senator DASCHLE. Are any of the printers associated with the
Butcher-Forde group?

Mr. GaLaiNarTis. No, they are not.

Senator DascHLE. None? They are not?

Mr. GaLgiNAITIS. That is correct.

Senator DAscHLE. It has been reported to this committee and I
would be interested if you could verify it, that about $1 million was
spent on a mailing that did not go out last year. First of all, is that
accurate?

Mr. GaLciNArTis. The number is approximately accurate, sir. 1
believe it was a couple of years ago that that happened, rather
than last year,

Senator DascHLE. You spent $1 million to print a mailing that
never went out. What were the circumstances there?

Ms. McSteeEN. Mr. Daschle, as you know, we attempt to keep
track of the proposed legislation and legislation that our members
are interested in. The preparation of those communications takes
quite a bit of time to allow the process to work and for the printing
to take place. In the period of time from what we perceived was
going to be the process, there was a change and policy decision was
made that it would_not be correct to send that mailing out. And
80——

Senator DAascHLE. What was the mailing, do you recall?

Ms. McSteEN. No, I do not. I was not involved in it-directly.

Senator DASCHLE. You recall the circumstances for the mailin
being withheld, but you don’t recall the subject matter of the mail-

ing?

%/Is. McSteeN. Because 1 was asked that question recently and I
asked about it. When the policy—— '

Senator DascHLE. Perhaps some of your staff may know. Maybe
they can share it with you.

- Ms. McSteEN. Well we will be glad to submit that for the record.

Senator DascHLE. Do you have any staff here?

Ms. McSTEEN. Yes.

Senator DascHLE. Would you mind askin? them if theﬁ know?

Ms: McStEEN. Well I would prefer subm tting it for the record if
you don’t mind, rather than trying to—— '

Senator DascHLE. Well, we had a question relating to your fi-
. nances and you called the treasurer.
~ Ms, McSteeN. All right.
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Senator DascHre. I would like to pursue this if I could and it

would be very helpful if I knew the subject matter for the mailing
. that was withdrawn.

Ms. McSTEEN. Let me ask Bruce Sumner to conyment on that.

Senator MoyNIHAN. Mr. Bruce Sumner, would you coriie forward,
sir, and take your seat and welcome to the committee. Perhaps if
you would identify your post.

Mr. SUMNER. Yes. Senator Moynihan, Senator Daschle, my name
is Bruce W. Sumner. I am the vice chairman of the board of direc-
tors of the National Committee to Preserve Social Security and
Medicare. .

Senator MoyNI1HAN. We welcome you, sir.

Mr. SumMNER. Thank you,

I was not a member of the board or connected with the organiza-
tion when the event occurred. And subject to correction from going
back to the records, it is my understanding that the mailing in

uestion pertained to a policy decision on the part of the National

ommittee to go into solicitation on behalf of a certain form or a
certain insurance procedure. It was a board policy on the part of
the National Committee not to do this. This was, as I say, before 1
was on the board. -

We are proud of the fact——

Senator DascHLE. Could I just ask you though——

Mr. SUMNER. Yes, sir.

Senator DascHLE. I am trying to understand this situation, Some-
body committed $1 million to have a solicitation prepared, which as
I understand it, you are now informing the committee had to do
with insurance. The $1 million that was committed was spent and
then a decision was made by the board to stop the mailing from
being sent out; is that correct?

Mr. SumNER. That is correct.

And can I explain the reason?

Senator DascHLE. Please do.

Mr. SuMNER. The National Committee has a single purpose and
that is advocacy on issues. We have felt that unlike some other or-
ganizations we are not going to be involved in insurance, prescrip-
tion drugs, travel or anything else. Our sole purpose, our sole direc-
tion, is on issues. The board decision was made that, contrary to
what had originally been contemplated, the National Committee
would not go into the insurance area. The mailing was stopped.

By that, I mean it was not sent out. So the decision was a policy
one. Now you can fault us for having made that decision, but that
was the decision that was made, as far as I know. The obligation to
the printers et cetera that was made as a result of the prior policy
was changed. You might equate it to the Ford Motor Co. deciding
they will not build the Edsell anymore.

Senator DascHLE. Was the cost of $1 million a—— o

Mr. SUMNER. Senator, I do not know the cost. I did not—
~ Senator DascHLE. Well maybe we can submit that for the record.

" But who got the money? Would you be able to tell us that? Where

did the money actually go? ,
Mr. SUMNER. It went to the obligation that had been incurred.
Senator Dascuie. To whom? s
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Mr. SUMNER. As I understand it, it was for the printing and the
preliminar%eﬁbrts in this mailing which was stopped.

Senator DascHLE. Thank you for that clarification and you will
submit the information for the record; is that correct?

Mr. SUMNER. Yes, sir.

gl‘he information appears in the appendix.]

enator DascHLE. Let me ask and I defer to the Chairman, if I
‘could be permitted one other line of questioning.
b Sel}ator MoyYNIHAN. By all means, Senator, that is what we are
ere for.

Senator DascHLE. In your statement before the committee you
said that you reassert that the committee gave the facts, as you
call them, to the membership. I appreciate your confidence in that -
regard. The question I have is whether you gave all the facts. That
is the question. I have one of the mailings here. In 1989, income
tax for millions of seniors will increase $1,600, $800 for singles. It is
a tax on seniors only and it must be stopped.

Ms. McSteen, I am sure you are aware that that tax was only
applicable to about 40 percent of seniors. And of that 40 ﬁercent, 20
percent—50 percent of the 40 percent—would pay less than $200 a
yéar. Is that your understanding of the facts?

Ms. McSteEN. My understanding is that we represented our
membership regardless of——

Senator DAscHLE. No, no. That is not what I am asking.

Ms. McSTEEN [continuing). The percentages.

Senator DascHLE. No, let me just ask you—if you could just say
yes or no. '

Is it a fact, as you understand the catastrophic bill as it was re-

ealed, that 80 percent of the people paid less than $200 a jyear?

ou are the president, you would certainly know that, given the
effort you put into the catastrophic program. Is that your under-
standing of the facts?

Ms. McSteeEN. It was my understanding that about—I do not
know the exact dollar number, but around 47 percent of seniors
would pay a surtax of some amount.

Senator DASCHLE. 47 percent?

Ms. McSTEEN. Yes.

Mr. Sumner. If I may interject. In our analysis we hear the
number 40 percent, but that is taken from the census figures. The
reason we say 47 percent of all seniors would be subject to this tax
is that we got our information from the IRS and it has always sur-
prised me that this number, which is almost 20 percent higher, has -
not been used. In some States, for example, in California it is 48
gercent; in Connecticut it is 53 percent and it varies from State t

tate. But the number is much higher. ‘

Senator DascHLE. What percent would pay the $1,600? You have
these figures obviously very——

Mr. SuMNER. I would be happy to submit those.

Senator DascHLE. No, you know the other figures; you have to
know this one.
it Mr. SuMmNER. I do not know that particular one. But I know

Senator DascHLE. You just happen to not know that one?

Mr. SuMNER. I know it is at least 200,000 persons, sir.
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Senator DascHLE. Ms. McSteen, you know that it is 47 percent
aid some surtax and you have a lot of these figures right at.your .
ingertips, what is the percent of people that pay $1,600?

Ms. McSteEN. I don’t have that figure.

Senator DascHLE. You don’t have that figure?

Ms. McSTtEEN. No, I do not. ~

And the name is McSteen.

Senator DascHLE. Well I must tell you that I am surprised that
you would stand by your statement in the testimony that you have
presented the facts to your membership. Could you point out to me
where in this mailing the facts, regarding the 47 percent of the
seniors who must pay, are?

I would interpret the headline in your mailing to mean that ev-
erybody is going to be paying $1,600.

here are the facts in this letter?

Ms. McSTEEN. As you know, in any one piece of communication
it is impossible to present all the facts about a given issue. It is
true-that seniors would pay up to $1,600. But I must tell you that
the membership was concerned about the principle involved in the
financing. It is not just the people who are rich or the middle
income people who were concerned.

In our August survey, the greater part of the membership, re-
gardless of income, disapproved of the catastrophic funding mecha-
hism.

Senator DAscHLE. If you would allow me, they disapproved be-
cause they received information like this. Sixty-five percent of the
people, according to the polls in the Washington Post, had no idea
what the catastrophic program included. Perhaps you saw that
latest poll, as I did. They had no idea.

Ms. McSteeN. Well I think——

Senator DAsCHLE. Let me just go back to a comment you made,
and I am trying not to be confrontational here. But on four pages,
front and back, you tell me that there is not enough room here to

“lay out all the facts. That is what you are telling me?

Ms. McStEEN. Yes, that is right. -

Senator DAscHLE. Let me ask you, you said this is educational. Is
that right? i

Ms. McSTEEN. Yes.

Senator MoyNIHAN. You could print the Constitution on one of
those pages—two of them. :

Senator DascHLE. If it is for education, why would you be encour-
aging Rgo;syle to send in quickly so thef can get a free calculator?:

Ms. McSteEN. Part of the direct mail concept is to make certain
that your members know what issues are before them, before the
Congress, issues that affect them.

Senator DascHLE. What does a free calculator have to do with
knowing whether they have the issues before them?

Ms. McSteen. Whether they have received mail or not that de-
scribes our—certainly the catastrophic legislation itself was mis-
leading in its name because catastrophic to most (feople means
long-term care. And long-term care was not included in the Cata-

~ strophic Act. The Catastrophic Act was publicized as being paid
-~ with a supplemental premium. It was not a premium. It was an
income tax addition. . .
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Senator DascHLE. Would J'ou concede that these mailings are a
very good membership building device, perhaps the only member-
ship building device you have?

Ms. McSteeN. Why yes. The organization is funded and operates
entirely on the basis of its membership—$10 a year per household
plus contributions on issues that individuals may be interested in,
Only about half of the members contribute to one or more of those
issue letters that go out. Very few percent contribute more than
once a year, But we do have 5§ million members.

Senator DascHLE. Thank you, Mr. Chairman.

Senator MoyNiHAN. Thank you.

Mr. SUMNER. And if I might add, Senator.

Senator MOYNIHAN. Yes, of course.

Mr. SumNer. We have a 42-percent retention rate. In other
words, the people who were members last year chose to join and we
feel it is because of the information that we give through our eight
annual newspapers that we send out, as well as the mailings.

Senator MoyNHAN:May T-say, Mr. Suniner, that retention rate
is a direct mail term, but there you are. ¢ .

have my own documents. As anybody who was there would tell
you, in the Iowa primary, the “notch” issue was known as the
question that came from hell and it involved running into people
who were born between 1917 and 1921. This‘mailing says, “Notice
to Social Security recipients born between 1917 and 1921. Yo;?anﬁr
be losing benefits averaging $816 a year:’” And there was o very
lau;gc}a’1 response, and we have had hearings, as yol know, on the
notch issue. o .

Guess what? There was such a big response from thosé born in
1917 to 1921 that the next urgent message reads, “Notice to Social
Security Claimants. If you were born between 1917 and 1928 . . .”
And the capacity for expanding that class is considerable.

Ms. McStEEN. Mr. Chairman, may I say that the notch issue, yes,
has been an issue that our membership has been very concerned
about. I think that is further substantiated by the fact that in this
current Congress there are some 150 members who have either
sponsored or co-sponsorednotch legislation.

Senator MoyNIHAN. That is right. ‘

Mr. SuMNER. And if I may add, sir, that the legislature of the
State of New York, along with 12 other State legislatures, has
passed a resolution calling on consideration of the notch question. I
gomted this out at the hearing which I was privileged to appear

efore you, sir, when Senators Chafee and Riegle also pointed out
the problem. '

Senator MoyNIHAN. We know that.

I am going to close now because we have taken much of your
time, I would say two things. The first is to Mr. Galginaitis.

Ms. McSteEN. Galginaitis.

Senator MoyNIHAN. Galginaitis. I am sorry.

We just have a discrepancy in your statement which is no doubt
the consequence of my not knowing how to ask the right question.
But we have your Price Waterhouse audit and it shows an income
for 1988 of $38,213,000 and it shows Washington operations costs at
$2,192,000. That leaves us to find out where did the $36,000,000 go.

I shall appreciate your letting us know.
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Mr. GaraiNarmis. Well the $2 million that you are referring to,
Senator, has to do with—I'll call it the administrative costs of the
Washington, DC operations. That is the non-salary costs. Our main
expﬁpditure in Washington, DC is the salary of the personnel that
we hire.

Senator MoyNiHAN. I see. You will explain all of that to us,
won’t you, in writing? I would appreciate it.

Mr. GaLgiNAITIs. Could you—I am not quite sure what you are
asking me, 4

Senator MoyNIHAN. You can figure out what I am asking. I want
to know how much money gou spend on fund raising, and how
much money you spend on lobbying.

gI‘he information appears in the appendix.]

enator MoyNIHAN. But the other thing I want to ask, and I
must ask that to you, Mrs. McSteen, because we may have to
resume this hearing. We just need to know—and no fault obtains
here—but we need to know, was this organization begun as a
profit-making enterprise ﬁy a direct mail business in Newport

each, CA, that engaged Mr. Roosevelt to add to the effectiveness
of the campaign? Or, as you put it, did Mr. Roosevelt, thinking to
establish an organization, go to this mass mailing business?

Don’t answer me now. We have gone over it enough. See if you
cannot put it in writing in a way that satisfies you and send it into
the committee.

Is that acceptable?

Senator DascHLE. That is.

Senator MoyNIHAN. Thank you, Senator. Thank you, Mr.——-

Ms. McSTeeN. Mr. Moynihan.

Senator MoyNIHAN. Yes, of course. _

Ms. McSteeN. I must say that I do not know how anyone could
doubt the intent of the National Committee to Preserve Social Se-
curity and Medicare after the catastrophic issue, for example. This
is a grassroots membership organization. The Congress passed a
well-intentioned piece of legislation. The legislation did not mesh

“with the needs of the people in this country. The members of the
National Committee wrote and called and expressed their concerns.

The Congress revisited the issue and the Congress should be
given all the credit for doing that. Because what we have just wit-
nessed is democracy at its very best. When the people question and
speak and consult their representatives and the representatives re-
spond in a very responsible way. ’ ‘ h

Senator MoyNIHAN. Well it is not every day that people come
‘before this committee and congratulate us in that manner. We ap-
preciate your remarks very much indeed. They are rare and.the
more welcome on that account. ;

And now finally this morning we are going to hear from Mr.
Ralph Galliano who is chairman of the Congressional Majority
Committee in Arlington, VA.

Mr. Galliano?

[No response.]

Senator MoyNIHAN. I see. Mr. Galliano did not appear and for
reasons that we do not kirow. Well, let it be stated that Mr. Gal-
-liano, for whatever reason, the National Chairman of the Congres-
sional Majority Committee, did not appear. B
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‘There being no other business on the committee’s docket, I would
like to include in the record characteristic letters which we have

received. I would like to have them as examples.

[The letters appear in the appendix.]

Senator MoyNIHAN. We will now close these hearings, thanking
our witnesses, thanking the audience and our long-suffering record-
er and all concerned. '

_ [Whereupon, the hearing was adjourned at 12:28 p.m.]
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ADDITIONAL MATERIAL SUBMITTED

PREPARED STATEMENT OF DEN1SON HATCH

Let me say first off that I believe direct mail is not only a major force in this
country, but a force for good. Let me put direct mail perspective.

Direct mail is the largest single advertising medium. More money is spent on
direct mail (Approxima ly $21 billion) than on newspapers... or magazine
gpace ... or radio. .. or cable television ... or network television, (More advertising
dollars are spent on network and cable television combined, but not if the two
media are split.) Last year some 62 billion pieces of third class mail found its way
into American homes and businesses—more than double the 26.3 billion pieces 10
years earlier.

Direct mail will bet even bigger. There are three reasons why direct mail advertis-
ing is on the ascendancy and television advertising on the decline. First of all,
twenty years ago a television advertiser had four choices: ABC, CBS, NBC or a buy
of independent stations. Today cable has dramatically disbursed the audience. Net-
work television is no longer the power it was. Secondly, the “zapper’’ or mute
button on remote controls enable the viewer to silence commercials or flip around
the dials when the commercial comes on. Finally, the advent of the VCR enables
viewers to tape programs and screen them at his convenience; this enables him to
skip the commercials by running them on fast forward. Unlike television—which-is
a shotgun medium—direct mailers go out with a rifle. They can mail to Hispanic
families who have 3.7 children, incomes of $50,000 or more and drive Lexus cars . . .
or any of dozens of demographic, psychographic, geographic or financial parameters.

At its best, direct mail is very, very food. People complain about the glut of cata-
logs. Yet the catalog enables any person—rural or urban—to have a complete shop-
ping mall on the bookshelf, Clothes, jewelry, electronics, furniture, shoes, books,
records, gifts, fine art, kitchenware, gourmet food, garden items, camping equip-
ment—the entire range of goods and services are as close to the person at home as
the nearest telephone. The use of an 800 number makes ordering not only conven-
ient, but FREE. The use of a credit card means automatic charge privileges, If a
purchase is needed in a hurry, Federal Express can deliver it the next dag'. With
reputable mail order merchants, returning merchandise is far easier than being has-
sled at a department store. The catalog copy is far more informative than the aver-
age store clerk (who is basically an order taker). Order by mail, and you save time,
save gasoline, save parking expense. This is just as true in the business environment -
as it is for the average consumer. I would guess that 95% of all the direct mail I see
is legitimate and performs a real service—to the economy, to American lifestyles
and to mankind.

People LIKE direct mail. For all the grousing people do about “junk mail,” people
_ basically like it. People are lonely. Nobody likes to come home to an empty mailbox.

If the mailbox is emg'ty, you ﬁet a lurking sense in the pit of ;I'%ur stomach that

something is wrong: Your mail carrier had a heart attack . . . The Postal Service
has collapsed . . . The government has run out of money and can’t pay the post
office salaries . . . A bomb went off in the main post office. Direct mail is your only
daily contact with the a Federal government sponsored service; it is the consumer’s
private check that the system is still working. :

How people bet on mailing lists. The way to fet on a list is to buy something by
mail: subscribe to a magazine, order from a catalog, reply to a coupon advertisement
in a magazine, give monéy to a charity. The names of mail order buyers and donors
are rented by companies who want to ‘offer products or services that they- beliéve
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‘will be of interest. The more a person orders or donates through the mail, the more
lists his or her name will be on; the more that name will be rented.

However, it must be remembered that direct mail costs money—anywhere from
25 cents per piece on up to a dollar or more for big catalogs. It is also a very scien-
tific business. So mailers are not going to send these expensive mailings out frivo-
lously. For example, if Architectural Digest magazine sent a subscription offer to the
subscribers of Motorcycle World, they might get one order: from Malcolm Forbes
who has big houses and rides motorcycles. Otherwise the mailing would be a dismal
failure. Direct marketing means making offers to people who should be interested in
the proposition. -

At its worst, direct mail is very, very bad. We are seeing mote and more scams:
fake charities. old pyramid schemes from the '40s and '50s . . . multi-level-market-
ing (MLM) schemes ... free vacations and prizes (which are not free at
all) . . . and more. The object of many of these scam artists: to get the consumer’s
credit card number; they will then charge the number 3 or 4 times . . . and by the
time the dust has settled, they have abandoned their office and started a new busi-
ness across town. )

Of the 4,000 to 5,000 mailings a month that are sent to me from my network of
correspondents around the country, perhaps .5%—perhaps 20 to 50—are flat-out il-
legal. These rang};a from pyramid schemes, vitamin mailings, lottery efforts, bogus
announcements that the prospect has won a Florida Vacation or a fishing boat with
an outboard motor, ete. These mailings are not recorded in my Archive; instead,
they are forwarded immediately to the postal inspectors for action.

Another group of mailings are highly suspect, fund raising efforts that promise
that money donated will go for cancer research or to further the conservative
agenda or whatever. In my experience, many of these efforts do not deliver what
they promise. Rather they are mailirégs b‘y Political Action Committees (PACs), In-
dependent Expenditure Committees, Charities, Committees, non-profit organizations
who are, in effect—and in actuality—owned and operated by for-profit fund-raising
organizations whose objective is to make more mailings to raise money to make
more mailings to raise more money to make more mailings.

Unlike a catalog or merchandise mailer—where the consumer physically takes
?ossession of the item ordered and can Tjudge the quality and service first hand—
und-raisers can get away with murder. They can take the money and run. Or use it
to make more mailings. Giving money to a PAC or a charity is an act of faith. It is a
difficult and complex process for the donor to find out if the money is being well
spent. Unlike the merchandise business, in fund-raising, there is little accountabil-
ity. How can consumers know what’s going on?

Before getting to specific ideas for legislation, let me address some of Senator
Moynihan’s concerns about direct mail.

ABOUT SCARE COPY AND DESIGN

Direct mail is a medium, just like broadcast or newspapers or magazines or news-
letters. Legislation dictating what can and cannot be said in a mailing I believe’
begins to smack of censorship and infringe on our First Amendment right of free
speech. Senator Moynihan stated in his October 12th speech to the Senate~—and Ed
Lopez and Ted Liazos of his office stated to me on the phone—that there is real
concern about scare mailings gettinF into the hands of very old people. B

I personally don’t like scare mailings. I é)ersonally don't like animal rights fund
raising efforts that show dogs and cats and rabbits with their sides torn off in full
color. Much as I don’t like these mailings, I like the idea less of their being legislat-
ed out of existence. i

Putting direct mail into the context of American life, it's tame stuff. Even the
most outrageous, scary, goosebump-causing mailing fpackage pales to insignificance
next to what is routinely seen on television screen. If I recall a statistic from McLu-
han or someone, by the time the average American child has reached high school
age, he or she will have witnessed something like 15,000 on-screen murders.

And compared to what I understand is really going on in the streets of Washin%-
ton, D.C.—drug wars, bullets flying, murders every night of the week—direct mail
appeals are tame stuff. ‘

ne solution: Beople who do not wish to receive direct mail can write: Mail Pref-
erence Service, Direct Marketing Association, 6 East 43rd Street, New York, NY
10017. The DMA will send out notice to all list owners that the person writing in
does not wish to be on mailing lists. This will cut down dramaticalli" on the advertis-
ing mail a person receives. In the case of the very elderly, their children or guard: -
ians can send in this request. But as I said earlier, most people like diréct mail; if
that is the case—as with anything in life—you have to take the good with the bad.
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ABOUT ENVELOPES AND FORMS THAT LOOK LIKE THEY COME FROM THE GOVERNMENT OR
AN OFFICIAL AGENCY

I understand there are bills pending that would limit the use of “official looking”
. “government-like” outside envelopes and mailings. I am personally uncomfortable
with laws that dictate the design of mailings. This borders on censorship and I be-
lieve runs the risk of violating the First Amendment right of free speech. Because
direct marketing is a scientific business, mailings are made based on the informa-
tion derived from tests or prior mailings. If an official-looking outside enveloge
works, a lot of mailers will copy it. Pretty soon mailboxes across the country will be
bhtze«i with official-looking envelopes; consumers will start ignoring them. Mailers
will start using some other kind of envelope. In the words of New York copywriter
Don Hauptman, “The wheels of direct marketing turn slowly, but they grind ex-
ceedingly fine.”” Another weapon against a confused public is publicity and a vigi-
lant postal inspection department to jump on any mailer whose mailings are decep-
- tive or fraudulent.
Now, what could Congress consider legislating.

DIRECT MAIL IS A FUNCTION OF THE USPS

Direct mail is totally dependent upon the U.S. Postal Service, a corporation that
is made possible by the U.S. Government and overseen by Congress. If the USPS
delivers scam offers, it is aiding and abetting criminal activities, and doing it in
interstate commerce. By logical extension, the U.S. Government is aiding and abet-
ting etiminal activities by making it possible for the criminals to send their scam
offers interstate to be delivered by the USPS.

Therefore, it seems to me that there should be some regulations as to what can
and cannot be mailed. and who can and cannot be partners with the U.S. Govern-
ment. The following proposals are made with an eye toward censorship or violation
of the First Amendment Right to Free Speech; rather here are some suggestions
that will level the playing field for mailers and consumers alike. :

I. NAME, ADDRESS & PHONE NUMBER OF THE MAILER IN EVERY MAILING

Many mailings have return addresses of box numbers—or even no return dddress
at all, but rather a telephone number.
From the New Jersey Deceptive Mail Order Practices regulations. Subchapter 1.

18:46A-2.2 (e):

“It is a deceptive practice in the sale or offering for sale of consumer ioods fora .

person (including business entity) conducting a mail order or catalog business in

or from the State of New Jersey or advertising a State of New Jersey mailing

address to fail to disclose in all advertising or other promotional materials con-

taining a post office box address, including order blanks and forms, the legal

name of the company and the complete street address from which the business is

actually conducled.’
If the Federal Government would adopt a version of the New Jersey statute where-
by the actual street address and perhaps the phone number of the mailer had to
appear somewhere in the mailing (not on every piece), I would be in favor of it. One
of the most difficult tasks we have is finding the true address of mailers who use PO
Boxes or, worse, the address of their fulfillment house. For example, many start-up
magazines use a PO Box in Boulder, CO (Neodata); there’s no way of finding out
who and where the mailer is located short of trying to talk your wag into Neodata.
What'’s more I recognize Neodata; the average person calling Boulder information
and asking for the phone number of the publication would come up dry. The same is
true for many of the scam postcards (e.g., “You have definitely won one of the fol-
lowing valuable prizes . . . ) where only a phone number is listed. Many fund-rais-
ers have only a unique Zip Code as a return-address (e.g., Washington, D.C. 20070~
1234) which goes directly to a caging operation such as Washington Intelligence
Bureau. This, by the way, was the case with Ralph Galliano’s and Orrin Hatch's
Congressional Majority Committee. The only address listed on the mailing is Wash-
ington, D.C., 20069-1034. :

y forcing mailers who use the USPS to reveal the street address (and perhaps
phone number) from which business is actually conducted, it would be easier to
track down all mailers, legitimate and otherwise.

II. ANNUAL REPORTS FROM FUND RAISERS

As discussed previously, the idea of censorship is dicey. If Congress starts legislat-
ing what can and can not be written and designed in the mail, the next step would
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be for it to take on the press. That would be a violation of our First Amendment
right to free speech. All the debate, effort and money spent would be struck down
by the Supreme Court.

hat I believe Congress could legislate is accountability.

If fund-raisers are going to use the U.S. Mail to raise mon%y, the donors and pro-
gggctive c‘lionors should have every right to know where and how their money Is

ing used.

Therefore, would propose lggislation be considered whereby all fund-raisers who
use the U.S. Mails be required to sand to donors of a Certain amount (e.g. $26 or
more per year) an annual report. This annual report does not have to be e aborate;
2 or 4 mimeographed Y]ages in small type, audited and notarized by an accountant.
But it should contain the following information:

(a) Sources and amount of revenue.

(b) Amount and percentage of revenue spent on programs, and what exactly are the
programs. )

Many organizations consider a major part of their program to be “informa-
tion” or “education” or “independent expenditures.” In actuality these educa-
tion or Information or independent expenditure programs are simply fund-rais-
ing efforts that give a little information, but whose main thrust is asking for
money. An example:

The notorious American Heart Disease Prevention Foundation Sweepstakes
mailing from Watson & Huey (Sample enclosed). On the back of this fund rais-
ing effort is a few paragrz'al&hs: “Important Facts About Calcium that Can Help
Prevent Heart Disease.” This fund raising effort can now be called an educa-
tional effort, even though 4/5ths of it is devoted to a sweepstakes fund-raising
effort. Attached is a cogly of this mailing and the press coverage about this mail-
ing and this private fund raising organization of Watson Huey from The
Chronicle of Philanthropy.

It seems to me that under this proposed legislation, quite simply, any mailing or
teleshone effort or space advertisement that asks for money must be a called a
fund-raising effort. If there is no request for money, it can be called an “education-
al,” “informational,” or an “independent expenditure.”

(c) Amount and percentage of revenue spent on administration,
(d) Amount and percentage of revenue spent on fund raising.

(e) The ;zame, address and phone number of the professional fundraising agency (if
any).

(P Amount and f;ercentage o[ revenues spent with the professional fund-raising
afency and all of its affiliates, subsidiaries, and/or other companies owned by
the agency or owned and controlled by family members and relatives of the agen-
cy’s principals.

This requires some explanation. A Washington area fund-raising agency, Re-
sponse Dynamics is a mini-conglomerate of 8 companies. It is under contract to
a PAC called American Citizens for Political Action. According to Federal Elec-
tion Commission reforts, from inception through September 1988, American
Citizens for Political Action took in $4,654,915. During that period, this PAC
paid out to the Response Dynamics family of companies—a list rental company,
telemarketing company, printer, fulfillment service, data management compa-
ny, graphic design company—$3,259,851 or a whopping 70.1% of its revenues. If
donors received an annual report that showed 70.1% of all money raised went
directly to the for-profit fund-raising agency, they might think twice about
giving any more.

® What other related organizations does this agency raise money for?

An explanation here. In the presidential primary of 1988, there were 3 Inde-
- pendent Political Action Committees: Americans for Dole, Americans for Kemp,
and Americans for Bush. All three PACs were clients of the privately-held,
profit-making Response Dynamics companies. Copy was written by the same
copywriter; mailings went to the same lists; and the lion’s share of the revenues
from these Bush, Dole and Kemp efforts went to the Resgonse Dynamics family
of companies. It was the same as if a single agency handled all the advertising
for Ford, Chrysler and General Motors, Presumab y if a contributor knew that

the lion's share of the money contributed to Americans for Dole would be goin

directly to a profit-making agency that was creating mailings for Kemp an
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Biush, the contributor might have decided not to give. Or vice-versa. Or verse-
vica. .
Under Federal Election Commission rules, all of these mailings (and tele-
hone calls) qualify as “independent expenditures.” not fund-raising efforts.
ven though the main thrust of all of them asking for money.

Another example. There are 3 charities: Alzheimer’s Disease Research, Coro-
nary Heart Disease Research and National Glaucoma Research all at the same
office in Rockville, Maryland. According to a New York Daily News investiga-
tion published June 15, 1986, all three organizations have the same bank ac-
count; all use emotionally-charged, scary copy; all are run by Eugene Michaels;
the charities purchased more than $1 million worth of services from a profes-
sional fund-raiser, a printing firm and an envelope-stuffing company owned in
part or having as its officers Michaels’s father—in-law, mother-in-law and his
wife's two brothers. Eug;ene Michaels’s wife Janet identified herself to the News
as “paid acting director” of American Health Assistance Foundation.

(h) Main provisions of the contract with the fund-raising agency.
(1) The fee for each piece mailed.

- (2) Other money paid to the agency (e.g., creative, administrative, overrides or
commissions on outside printing, computer work, etc., postage, etc.)

(i) Who owns the list?

Is the client organization (PAC or Charity) charged a list rental fee each time
it does a mailing to its own list, In effect, is it forced to rent its own list from
itself? If the professional fund-raising agency owns all—or any part—of the list,
that means PAC or charity has signed away its only real asset and is, in fact, a
puppet owned by the agency and in business primarily to make money for the
agency.

I believe this annual report form from all fund raisers who use the U.S. Postal
Service should be standardized, easy-to-read and understand—just as an IRS form

. . or a Federal Election Report . . . or the ABC or BPA reports on magazine

_ circulation. are standardized so that the consumer can compare one organization
with another. : :

In the business of fund raising, it's a given that the very best prospects for contri-
butions are previous donors. Every fund-raising organization goes back to its donor
base many times during the year. -

Therefore, I would recommend that this standardized Annual Report be sent out
automatically when a donor’s total gift for the calendar year reaches that $25 which
entitles him to the Annual Report.

Further, any person requesting the annual report should be able to receive it by
sending in a pre-stamped, self-addressed envelope.

1II. NO PAC OR SPECIAL PROJECT OF A PAC SHOULD BE ALLOWED TO RAISE MONEY USING A
CANDIDATE'S NAME WITHOUT PERMISSION OF THE CANDIDATE

In 1987 and 1988 three organizations started up: Americans for Dole, Americans
for Kemp and Americans for Bush. All were special projects of three different Politi-
cal Action Committees that used the services of the same private fund-raising firm,
Response Dynamics and its affiliated companies. During the presidential primary
. season, the mailboxes of conservatives were blitzed with mailings from these organi-
zations. A sample from the letter from L. Brent Bozell III of the Conservative Victo-
ry Committee asking for money for its special project, Americans for Kemp:

“ ... And you and Jack Kemp have two things in common. First, you are
both Conservatives. Second, you and Jack Kemp have always supported Presi-
dent Reagan.

“And for that reason, I have authorized the release of this exclusive informa-
tion about Jack Kemp . . .

“Today I need you to stand proudly with Jack Kemp for a national defense
second to none. I need you to stand proudly with the one man in Washington
with the courage to lead America forward . . . .

“As National Chairman of Americans for Kemp, I am turning to you for help
now as I fight this nationwide battle. Just as you can count on Jack Kemp, I am
counting on you. I am counting on your commitment to your Conservative be-
liefs and your unwavering love for America . . .

“To pay for the critical radio, television or print communications Jack Kemp
needs, I must hear from you today. The battles and liberal attacks Jack Kemp
faces in the coming months will be staggering. And if he is to survive these

&
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early attacks, I must have your help now. Your help is absolutely critical to
victory. “On behalf of Jack Kemp, I ask you to please help today.”

When this mailing arrived, in December, 1987, Jack Kemp was in a life-and-death
struggle for. funds to pay for broadcast time and to fund a primary campaign. And
in this letter, Bozell—a total outsider—is pleading for money “to pay for the critical
radio, television or print communications that Jack Kemp needs.”

Kemp’s campaign received not one nickel from Bozell's group. Bozell paid for no
radio, no TV, no print to help Jack Kemp’s candidacy. The only one to profit from
this effort (apart from the Res([)x)nse Dynamics family of companies) was Bozell him-
self who personally took $1,000 a month from the Conservative Victor{ Committee.

Following the primary, when George Bush was the Republican candidate, the Re-
sponse Dynamics companies and Americans for Bush went into action. It mailed
millions of fund raising efforts to conservatives. If you examine the Federal Election
Commission reports, you will see that the overwhelming majority of the donors are
senior citizens: retired, handicapped, housewives, living in nursing homes; many—if
not most—believed they were giving to the real George Bush camFaign. Americans
for Bush raised $10,277,264—more money than any other Political Action Commit-
tee In 1988, Not one nickel of this $10-1/4 million went to the George Bush cam-

. Faign. As of the beginning of October, the amount of money paid to—or earmarked
or—the Response Dynamics family companies was 69.1% of the revenues.

As it stands now, any organization can use the name of a candidate or incumbent
to raise money in that candidate’s name. ‘“Americans for Moynihan.” . . . “Friends
of Heinz” . . . “Citizens for Foley . . . ”” Under Federal Election Commission rules
and under the First Amendment, these committees can make fund-raising mailings
and telephone calls; the net effect Is that they are siphoning money away from the
legitimate campaign and influencing the outcome of the election.

I would like to make available to the committee a complete research on this sad
chapter of the 1988 election if there is interest in pursuing this. I would hope that
the Congress would pass legislation that forbids an organization from raising money
using the name of a candidate or incumbent without explicit written permission,
There are two reasons for this legislation; preservation of the American political
system as we know it. and preservation of the individual proprietorship of your
name and my name, which—as the law stands now—can be taken away from us.

Thank you, .

Attachments.
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- cording lo the Direct Marketng Assocla.
o, an Industry trade group. In a 1987
study, the U.S. Poml Service found that
the average mm u rc-

celving alml IO pl of Junk ma
week, and that t mmmdellnl(ely
some 53% ol the di-

wouldn't
rect-mall wmﬂﬂn lmy
Mr. latch bellcm that lmrever ‘e
prle carp lhou( jnnk mall. ost couldn't
ive wltbo\l are basically
lonely,” he sayl. K no one likes an
emply mallbox, The mall ks your prlvale
heck that the system Is working,” Fur-
P 2000, Mr'be

Ing at lhe ¢ Individual television sets, m-

rect mall will cash In on that tsolation. .
Perhaps the only one as addicted 1o

Junk mau as Mr. lu(d: Is Axel Andersson,
4 semiretired owner ol

umulusunpevhooﬂm mdayul
the Library of Sodying the

ory and pn:u« of junls mall "mmt
null gives you extraordinary insight inlo
human nalyre," uys M ndersson, (o

whom Mr, Halch sends his surplus every
month. “You change one Il tie headline,
and you may have 0% more response.”

Flllng a Yacuum

Untll Mr, Hateh set u as sell-a
Eln(ed archivist, crmc oy watchdog ol pi
["

tral library of direct mll. nor were (hero
any computerized data aboul Il “We're
the only organlutlon Irylnc (0 lame what's
basically seeret,”

Now, thanks {0 Mr. Hauh’s archive and
his research about various mailings, a per-
son can quickly find out such csolerica as
ho\v mau collectibles com)

es In thelr direct-mall offers in
(M pul year. as well as the size of the
eavelopes used. This Informalion, which
Mr, 1iateh selis (o the public for a modest
lec. Is free to the 1,500 or so subscribers

To keep the  archive up lo date, Mr,
Hlatch velles on 20 unpald. cormpomnu
across the country, ranging from Industry
Insiders to Me. Hateh's brother-ln-law, a
New Jersey lawyer named lu!rh Nelbart.
Mr, Ncilurl rentenibers once dellvering a
bag of his Junk mall by hand to Mr,
Hateh's lmse Il was like taking him a
greal pmcnl-l:l: eyes lit up, and
oft to look at It,” Mr. Nelbart recalls, “I
don't ever cxpect to have the enthustasm
for 1t that he does, but [ Kknow enough not
to call It Junk anymore."

Mr. Uatch employs three part-time
hel e';m {0 open, measure, count and code

h plece. When these tasks are done, he
mds It all himselt,

Mr. llatch estimates that a direct-mall
package has about four scconds lo capture
someone s attention before it hits the gar-

bage ean. That's why mallings that look
like ctiecks or lelegrams, or that Incorpo-
rate Labs to pull or cards to tear apart, are
so successtul, People also respond to packs
ages that require the customer to inscrt
disks Into siots. “it's Freudlan,* Mr.
Hateh oplm.-s.

AS for what makes a plece of Junk mall
"bad," Mr, Hatch says the sole critetlon
Is that it ails to make & sale, Dut the mys-
tery behind that fallure ls one reason Mr,
Hatch Joves Junk mall so It's both mathe.

matically preclse {resulls of a malling can
be measured to the hundredth of a percent-
age polnt) and completely unpredictable,

When Historical Times Co, was sollcit:
ing customers, In a so-called dry test, for
Civil War relaled products that didn't lﬁ
exist, the wm:'ng' 's lawyers Insisted that
the package Include a microscople line not-
Ing that the offer was contingent on tecelv.
Ing enough orders. Thal iine, the only dif
ference between the new malling and ear
fler ones, Increased response by
From then on, thecompuyputuwllnoon
all ts offers.

Of course, the unpredlcuhlllly of Junk
mall somelimes the other way. Mr,
Haich, who cm!ed direct-mail offerings ln
a varlely of jobs stil] does (rec-lanc

mkage for the mulual-
lund gum Fidellty Invesments that hit
on Ocl, 19, 1587, "“The malling

¢o( oue mur. he says.

who pay $168 a year Lo gel his newsletter,

.

M, liateh belleves the wmlng Indirect
mall packages Is the best being done In
fl (odly. “You nm to pul youmll

Inslde the head “‘W“"“ who's
to get the malllnq (lgure oul all m
reasons why he lsn't golng to buy the prod.
uct," says M. Hatch, “Four weeks later,
someonc's golng Lo get this thing, which
they've forgolten lner ordered, and you
damn well better resell L, Then you've got
to figure out why this guy fsn't golng to
| hig ‘o have (0 think $o many
sleps ahead, It's like & good novel.”

Mr. Uatch acknowledges that there Is
some deception In junk mall~decorating
the enve to make people beliove they
are recely n( overnight mall or Interollice

envelopes, (or example, Bven he I8 occa-
stonally tricked Into opening sotricthing un-
der false pretenses, "1 got a letter {ron
Isaac Aslimov,” he says. “'Now, I've never -
met Isaac Aslmov. but pcople onally
write to « L opened If, and it was x
plich for Ipublle lelevulonl ctmnnel 31
was licked ofl at belng duped.”
r. Halch also says lie rocs Into terrl-
unks when he sces the scans that
come In direct:mall paenm. He hands
over 30 o 40 such mallln:s every month 10
the local postal inspector. Recently, hie has
been amazed by the raft of gnphlc fund-
ralsing solicltations from animal-rights

groups.

Last April, using the pseudonym George
Haskins, he sent lettets lo some 60 animale
rlgms groups, saying that his great aunt

d recently died and left him In charge of
dlslrlbullnc a large bequest to groups like
theles. On teviewing thele llnanclal state
nenls, Mr. Ilalr.h says he found that some
were stulfing an “unconsclonable” amount

" of revenue back Into the bank Instead of

paylng lor prograins, Others were ralsing
imoney wilthoul having any pregrams In
place, simply plowing the nioney baek Into
more direct-mall efforts,

*Llitle old ladics are ulrowlng money at
some of liese guys,” lie says, " These guys
have dlscovered that women, children and
animals make moncy."”

Neverthieless, Me, Llateh belleves that,
at its best, junk hiall can be a foree for the
rood. It's a mall on your shell, he says, s+
pectally good for Iwo-lncome couples with
m time to spare. In facl, (wu-career cou-

figure protninently In his favorite
funk-mall fantasy,

“['s 3 malling lo a two-income fam:
ily." he uyx. “After dinner, when the kids
aré In bed, the wife comes In Lo her hus:
band and says, ‘Datling, §
Interesting malling (oday. and { want to sit
down and talk to youd a llt" “ Mr. Haleh
pauses brietly, then adds, " t think
that has ever happened.”
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Hatch 2
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UNITED STATES SENATOR
WASHINGTON, D.C. 200891034

Dear Fellow Conservative,

As a U,8, Senator, I have taken the bold step
today of sending you the first page of President
Reagan's vital defense budget for our strong Amerioca.

As a U.S. Senator and a fellow Conservative, I am
asking you to endorse our President's defense budget
with your signature and return it to me today.

I urgently need your defense budget endorsement
right away to trigger two crucial national security
events.

First, I will tell Congress, the national news
media, and the American people that you support our
President's defense budget 100%.

And second, I will bring your signature into the
Halls of the U.S. Senate.

I want to personally show my fellow Senators that
you stand behind President Reagan and his vital budget
for America's national defense.

With the liberals attacking President Reagan's
defense budget right now, it is urgent that I take
these cruclal steps right away.

And it is vital to America's national security
that I hear from you within ten days or less.

Right now, America faces the greatest military
crisis of the century.

Right now, the Soviet Union is pumping billions of
dgllaru into the most massive military buildup of all
time.

And right now, the anti-defense liberals are
preparing to slash President Reagan's budget for our
strong defense.

Your support for President Reagan and his defense

Paid ¥ by the Congressional Majonty Commttes.

Not suthorized Candidsis o Candidate’s Commities. Contributions o« gilts (o this
ummmwm%muw PUPOses.

contsibulions for lecersl income tax
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Hatch 3

budget is the ammunition I need today to help stop the
liberals from destroying America's national security.

And I must be blunt with you, my friend.

This will be the toughest Conservative defense battle you
and I have ever fought against the anti-defense liberals.

The anti-defense liberals who control the U.S. Congress
want to cut President Reagan's defense budget in the face of
the massive Soviet military build-up.

The Soviets are right now building a new, advanced nuclear
attack-submarine.

Yet every day, I hear the anti-defense liberals shouting
to cut funding for the Trident Submarine. )

The Soviets' new fighter planes continue to roll off the
Soviet assembly line.

Yet every day, 1 hear the agacial—interest liberals
demanding more cutbacks in funding for the B-~1 Bomber.

The Soviets are aiming more nuclear warheads at America.

-~ Yet every day, I hear the anti-defense liberals calling to
cut funding for the MX and Midgetman Missiles.

If you and I do not stop the liberals right now from
destroying our President's defense budget, America will never
be able to stand up to the awesome Soviet war machine.

Just look at how the massive Soviet war machine towers
over America's military.

The Soviet Union and its allies have more than 176 combat
divisions. America and our allies have only 93.

The Soviet Union and its allies have more than 50,000
tanks. America and our allies have less than 25,000.

Right now the Soviet Union has 6,250 combat aircraft.
America has only half that number.

As a U.S. Senator, I must warn you today that America has
never faced a greater or more dangerous military crisis.

The Soviet Union has 6,400 intercontinental ballistic
missile warheads while America has only 2,100.

Still the liberals want to severely cut funding for the MX
missile and Midgetman ICBM.

The Soviet Union is right now developing a new killer-
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submarine that will stalk American ships virtually undetected.

8till the anti~defense Congress wants to make drastic
cutbacks in America's Trident Submarine.

The Soviet Union has 450 long-range nuclear bombers compared
to America's 350.

Yet still the liberals want to cut the B-1 Bomber.

The liberals are oblivious to how their defense cuts will
critically damage America‘'s national defense.

The crucial facts are before them, my friend, but the
liberals refuse to open their eyes to see the crisis.

Every day in the U.S. Senate, I battle the liberals to save
Prasident Reagan's defense budget.

ry day in the Senate Budget Committee, I go head-to-head
against ultra-liberals to tight for America's strong defense.

And every day, our Conservative battle grows more difficult.

The sheer majority of anti-defense liberals in the U.S.
Congress is overwhelming.

But it is crucial to America's national security that you
and I not allow oursdelves to be overwhelmed.

For the toughest and most critical battle for President
Reagan's defense budget is raging right now.

Everything is on the line, my friend.

The MX missile...the Midgetman ICBM...the B-1 Bomber...the
Trident Submarine...the Strategic Defense Initiative.

If you and I let the anti-defense liberals destroy these
critical defense programs, America's hope for a secure future
will be doomed forever.

For the sake of America's national defense, I need you to
take two urgent steps immediately, my friend.

First, I need you to endorse President Reagan's defense
budget with your signature and return it to me today.

And second, I need you to send your maximum, emargency
contribution to the Congressional Majority Committee right away.

The Congressional Majority Committee is fighting shoulder-
to-shoulder along with me and our Commander-in-Chief to save
President Reagan's defense budget.

I cannot stress enough how vital it is to America‘'s security
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that the Congressional Majority Committee and I hear from you
inmediately. . .

I need your signature on President Reagan's defense budget
right away to help me.convince my liberal colleagues in the
U.8. Congress to save America's vital defenses.

And I urgently need your check for $25, $50, $100, $500 or
more today to bring our orucial battle for President Reagan's
defanse budget bafore the American people.

You and I have very little time to blanket the national

news media with the vital facts America must know.

You and I have only a few days to flood the Senate
chambers with your endorsement of President Reagan's defense
budget.

And you and I must right now wage our toughest battle ever
to counter the anti-defense liberals' massive assault against
our strong America.

In this darkest crisis for America‘'s military, the
Congressional Majority Committee and I need your check for
$25, $50, $100, $500 or more right away.

Please, my fellow Conservative, for President Reagan and
our strong America, I must hear from you today.

ely,

United States Senator
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UNITED STATES SENATOR
WASHINGTON, D.C. 200691034 ~

Dear Senator Hatch,

To help you and President Reagan save America's
strong future from liberal destruction, I have signed
the President's defense budget and am sending it to
you with my contribution of:

[ 1825 [ 1$50 ( 1%100
{ 1$500 ( JOther §

Please return this page with your contribution to:
CONGRESSIONAL MAJORITY COMMITTEE
Washington, D.C. 20069-1034

(Please print information below)

Name

Address

{ City st zip

Telephone # ( ) -

The Federal Blection Commission requests that we ask:

O &
. 5 ploy —
C rib can be They should be made payable to “CMC State Fund” and will be usad in
connection with the slate and local races where corporate contributions are Contributions or gits to
this organization are not deductble as charitable contributions for incomomu)uﬂmon.°I
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President Reagan’s Budget for
America’s National Defense

f .
NATIONAL DEFENSE
(Fachnal cote 050 I alons o elars) -
Mol miions 3 wrogons RN E

BUDGET AUTHORITY

of Defonse-Military: )
"E:Euw am3 | en612 | 7208 | 75430 | 76019
000ration 200 MAEUIN rowrerrorommeen] 11803 | 74851 | 85773 | 90,890 | 97281
Procurement 96,842 | 92611 | 95777 102,400 {112,030
Ressarch, Gevekopment, 1651 31 VAL ... 7| 332 | 33036 | 41030 | 42108 | 41303
Mitary construction, 5511

K : !
m A0 OUDOS emcnsseesssssssssrisrssann] 5182 | 2128 | 1210 | 1207 | 1637
bxisting law -5 | -13 -m ~840 | —813
Alowances: pay raises N6 | 12321 2766
- Allowances: raises and benefits 2611 | 5929 | 9664
Alowances: Other legislation (proposed) 01 -1 | -3 L]

.|286,802 1278412 311,600 332,400 353,500
7325 | 1232 | 8230 | 8720 | 9.300
528 a 510 452 42
204656 286,115 1320340 1341572 [363.229

67,842 | 71,438 | 73610 | 74842 | 75548
7248 { 74,037 | 80,872 | 81,023 | 87,163
70381 | 75702 | 1608 | 81,043 | 88,381
27,103 | 28,702 | 31,618 | 36649 | 38447

4260 | 4545 | 4592 | 5473 | 6590

2642 | 2446 3,506
1325 | 2143 | 1847 | 1351 | 1852

~532 | -3 | ~843 | -840 | 813

100
708 11668 | 2668
2568 | 5813 | 9600

% -2 | =921 -8
5,371 258425 274,265 290,700 313,300
7,008 | 7052 | 7708 | 8400 | 9,000

8 %0 515 3| -18

219 2% %5 | ] 18
W28 (265827 | 22238 (299,129 |22

Dear Senator Hatch,

By my signature below, I hereby endorse President Reagan’s
budget for America’s strong national defense.

Signature Date’
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H.8. Senator Grrin Hatch
Congressional Majority Committee :
Washington, D.C. 20069-1034
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WHO'S MAILING WHAT!

The Monthly Newsletter, Analysis and Record of The Direct Marketing Archive

P.O. Box 8180, Stamford, Connecticut 06905
(203) 329-1996

DENISON HATCH

Biography

Denison Hatch, editor and publisher of WHO'S MAILING WHATI,
is a direct mail consultant, designer and copywriter. In 1984,
he launched WHO'S MAILING WHAT!, the monthly newsletter and
archive service based on his massive library of some 8,000
mailings in nearly 200 categories--consumer, business, fund-
raising, financial services, publications and catalogs. To
create the newsletter, Hatch personally reads 4,000 to 5,000
mailings every month.

Hatch is also editor and publisher of the directory, Who's
Who in Direct Marketing Creative Services--1989-1990, and co-
publisher of the 1990 DIrectorx of Major Mailers and What They
Mail containing detaille nformation on more than 4, mallers
and some 16,000 mailings over the 12 month period from July 1988
through June 1989, He writes the "Catalog Critic" column for

AdWeek's Marketing Week. His background includes stints as a
book club director for Macmillan and Meredith and 3-1/2 years as

a copywriter for the Weintz Company.

Hatch is a frequent speaker at direct marketing conferences
and has lectured at the Asian Direct Marketing Symposium in Hong
Kong and at New York University; he was profiled in a page one
story in The Wall Street Journal (9/25/89) and has been quoted in
Forbes and Business Week. He 1s the author of three published

novels.

PREPARED STATEMENT OF KENNETH M. HEARST

Mr. Chairman, I am Kenneth M. Hearst, Assistant Chief Postal Inspector for
Criminal Investigations. I am pleased to appear here today to assist your efforts to
protect the elderly from misleading solicitations. We share your concern and have,
for several years considered schemes to mislead or defraud the elderly as among our
highest investigative priorities,

ince the early days of our Nation, the Postmaster General had statutory respon-
sibility for detecting and investigating crimes against the Postal Service and crimes
involving use of the mails. After postal reorganization in 1971, that function re-
mained with the Postal Service, along with responsibili?' for auditing postal fi-
nances and operations, Today, these functions are delegated to the Postal 'I_nspect_ion
Service. As Assistant Chief Inspector for criminal investigations, I aversee investiga-
tive and enforcement efforts which include programs to prevent violations of postal
sta(fl;utgs and to protect the Postal Service, its employees, and the mails from attack
and abuse.

Our investigative responsibilities include such offenses as: armed robberies;
murder of, or assaults upon, our employees; burglaries; theft of-mail; mailings of
obscene matter, bombs, drugs; and, use of the mails to swindle the public..Duging
our last fiscal year, postal inspectors completed over 17,000 criminal investigations
and made over 11,500 arrests. At the close of our fiscal year, over 18,000 criminal
" investigations were open. The Chief Postal Inspector also serves as the Inspector
General of the Postal Service, with enhanced responsibility and authority to prevent
fraud, waste and abuse against the Postal Service.
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To meet these responsibilities, we employ atpproximately 2000 postal inspectors,
1600 postal police officers, and about 800 professional, technical, and support em-
ployees. among our inspectors are lawyers, certified public accountants, statisti-
cians, economists, criminologists and members of other professional disciplines.

Among other duties, I am responsible for the development and national imple-
mentation of the efforts of the Postal Inspection Service to enforce one of the Feder-
al Government's oldest consumer protection laws—the Mail Fraud Act of 1872. The
criminal provisions of this law are now codified as section 1341 of title 18, and civil-
administrative provisions, known as the “postal false representations statute,” are
codified as section 3005 of title 39.

The mail fraud statute makes it a felony to use the mails as an inte%t;al part of an
intentional scheme to defraud. In the postal fiscal year that ended September 30,
postal inspectors completed 2054 mail fraud investigations which led to 1593 arrests.
As with all criminal matters, mail fraud prosecutions are conducted by the Depart-
ment of Justice. Our role is to investigate possible violations and present our find-
ings to the Department of Justice. They, in turn, decide whether to initiate prosecu-
tion. Fraud violations are among the most complex and time-consuming matters we
investigate, often requiring the examination and analysis of voluminous documents
and testimony gathered by grand juries. During the course of these often prolonged
investigations, a violator can continue to receive the fruits of his scheme. Where the
scheme involves attempts to receive money or property by mail, the postal false rep-
resentation statute and a companion injunction statute, 39 U.S.C. § 3007, can be
used to prevent public loss of this kind. Upon a showing of probable cause that the
violator is conducting a false representation scheme in violation of § 3005, a district
court judge may issue an order to detain mail in response to the scheme until the
conclusion of the administrative proceedings authorized by the statute.

The false representation statute permits the Postal Service, under procedures
which comply with the Administrative Procedure Act, to impose administrative
sanctions against persons who seek to obtain money or property throudgh the mails
through false representation of material facts. The sanctions authorized by the stat-
ute include orders directing a false advertiser's Postmaster to return to senders all
mail in reply to the false advertisement and to refuse to pay rostal money orders
sent in response to that advertisement. In addition, the Postal Service may order
the advertiser to cease and desist from continuing or resuming the false representa-
tions scheme. Violations of these cease and desist orders are subject to civil penal-
ties of up to $10,000 per day pursuant to 39 U.S.C. 3012. In our last fiscal year, the
Postal Service initiated 599 formal false representations cases, which resulted in 493
consent agreements under which the advertisers agreed to discontinue the scheme
and accept the entry of a cease and desist order. Including litigated cases, a total of
555 cease and desist orders were issued against those involved in the schemes. In
addition, postal inspectors obtained written afreements from 7372 promoters of
minor false representation schemes to voluntarily discontinue their promotions.

The mailing practices which are the concern of this hearing are typically more
cognizable under the false representations statute than the mail fraud statute be-
cause of the difficulty in these kinds of cases of proving intent to defraud beyond a
reasonable doubt as would be required in a criminal mail fraud prosecution. But,
.often, these practices also do not meet the le%al standards applicable to the postal

‘false representations statue. Many mailings which may confuse some postal custom-
ers into believing that they originated with or had the approval of the Social Securi-
ty Administration or some other agency of the United States Government cannot be
successfully challenged under either statute. To prevail under the false representa-
tions statute, we must be able to show more than the fact that the solicitation is
confusing. We must show that it misrepresents a material fact. Under our case law,
to determine whether an advertisement makes a representation, the Administrative
Law Judge must review the advertising in its entirety and determine how it would
be interpreted by the average recipient. He must then determine if the representa-
tion is false, and, if so, if it is a representation which the average person would take
g:to coplsideration in deciding whether or not to remit money or property through

e mail.

The so-called “look-alike” envelope which is designed to give the appearance of
originating with a government agency has become an all too familiar source of com-

laints from our customers. In fact, the Senate is currently considerini S. 273, legis-
ation which would restrict the mailing of such solicitations. “Look-alike” envelopes
often are of a color similar to that used by the government and almost always bear

a trade name that sounds somewhat like a government agency and a Washington,
D.C. mail drop’s address. Frequently, the illusion of government origin is enhanced
by the use of printed matter urging the purchase of savings bonds, purported in-

st
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structions to Postmasters on how to handle the mail, or some claim to be “official
business.” Another common device involves the use of emblems, such as an eagle,
which are similar to official emblems of government agencies.

Standing alone, envelopes designed in this manner and used to market a product
or solicit funds on behalf of a private organization, would be actionable under the
false representations statute. But, typically, once the addressee has opened the enve-
lope, the contents make it reasonably clear that the mailing did not originate with
the government. Those who use this marketing gimmick recognize, but defend, its
deceptive nature by asserting that it is an effective technique for causing the ad-
dressee to open advertising mail rather than simply discard it unread. For purposes
of the postal false representations statue, if the true origin of the mailing is made
clear to the theoretical “average recipient,” under our case law, the deceptive enve-
lope is not actionable. This is not to say that some of our customers are not confused
by such mailings and, indeed, misled. Based upon the complaints we have received
over the past few years it is clear that this mailing technique has confused and
misled some people, including senior citizens. In the recent past, the Congress found
it appropriate to expand the reach of the postal false representations statue to in-
clude a confusing practice that could not successfully be challenged under the exist-
ing statute. A popular marketing technique of the 1960’s involved the mailing of so-
licitations to subscribe to various trade publications and directories. Instead of a
forthright description of the product with an invitation to purchase, these solicita-
tions were designed to look like bills for a previous subscription. If the business ad-
dressee who received these “look alike bills” carefully read the document and con-
sulted his records, he would have known that there was no existing obligation. But
the mailers correctly assumed that many businesses would simply believe that the
relatively minor sum was owing and pay it without further inquiry. Embarrassing-
ly, we became aware of cases where postmasters paid such look-alike bills. When we
moved against some of these schemes we found it surprisingly difficult to prove that
the addressee had been the victim of a false representations scheme and were frus-
trated by the fact that there was no clear legal standard for what constituted a bill,
just as there currently is no clear legal standard for what constitutes the accepted
design of a government envelope. The Congress responded to public confusion and
complaints about this practice in a manner very similar to that proposed in S. 273,
Section 8001(d) of title 39 was enacted to require prominent disclosure on the face of
such documents of their true nature and section 3005 was amended to provide that
failure to provide the disclosure would constitute prima facie evidence that the false
representations statute had been violated. While we still encounter these mailings
from time to time, primarily from foreign mailers, the legislation appears to have
had a significant impact. In recent years we have investigated many promotions
which gave an appearance of government affiliation. We frequently encounter ad-
vertising that uses a false facade of government origin or approval to market medal-
lions under a false impress ion that they are coins minted by the United States
Mint. Similarly, the technique is often used to solicit funds, allegedly for medical
research, under a false imgression that the funds are sought by an organization af-
filiated with or approved by the National Institutes of Health. And, from time to
time, the technique is used to solicit fees for alleged advantageous information, such
as that which would be useful for participation in mineral leasing programs con-
ducted by the department of the interior, or for an alleged opportunity to gain some
special advantage in the purchase of surplus government property from the general
services administration or the Department of Defense, or for obtaining a social secu-
rity humber for a dependent child. I would like briefly to summarize some examples
of cases of this tyfe which we have initiated in recent years:

* An individual trading as “Home Owner Services Administration, Department of
Homestead Assistance,” and using a Sacramento, CA. mailing address, concocted a
mailing which gave the appearance of coming from the State government and of-
fered for a fee to provide a filing service for a “homestead exemption” from judg-
ment liens. The promoter agreed to cease and desist from this practice and make
refunds to those who had responded to his mailing.

¢ Three individuals trading as “S.S.A.0” mailed thousands of postcards that ap-
peared to have originated with the Social Security Administration. The cards were
prominently stamped “important notice” and admonished the addressee to promptly
obtain Social Security cards for his children. The necessary forms would be fur-
nished for $10. They are, of course, obtainable without charge from the Social Secu-
rity Administration. We obtained a district court order allowing us to detain mail
addressed to this promoter. Ultimately a consent agreement was accepted including
a cease and desist order.
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¢ In a similar scheme, individuals using the name “Federal Social Security
Center” and a Washington, D.C. mailing address used an envelope which resembled
a government envelope, even to the point of including the phrase “official business.”
The solicitation stated that official records indicated that the addressee had children
who had not obtained Social Security cards and offered to provide the necessary
forms for $11. The promoters agreed to cease and desist from this scheme and to
make refunds to their victims.

* A promoter in Ohio, using the name “Department of Unclaimed Funds,” and
envelopes and symbols which resembled those used by the government, offered for a
. fee of $19.00 to “verify” the addressee’s entitlement to unclaimed funds. In fact, the
victims of this scheme received a publication discussing possible sources of un-
claimed funds throughout the country. Following extensive hearings, the Postal
Service issued an order requiring the return to senders of mail in response to the
scheme and directing the promoter to cease and desist from continuing the scheme.
The Postal Service orders were subsequently upheld upon judicial review and the
Supreme Court denied certiorari.

he most prominent examples of this practice over the past few years have in-
volved solicitations for funds to lobby the Congress to protect Social Security bene-
fits and offers to sell services or information obtainable without charge from the
Social Security Administration. We have participated in several hearings before
House and Senate committees concerned about these practices. In my opinion, these
hearings have generated publicity which resulted either in a reduction in these
kinds of mailings or greater public awareness of the practice and consequent reduc-
tion of confusion. In any event, we are seeing fewer complaints regarding this prac-
tice than we were seeing a couple of i)mrear's ago. I don’t, however, want to be misun-
derstood as saying that this practice has ended. We have seen time and again that,
although the public will eventually become aware of the true nature of most decep-
tive mailing schemes, if the scheme yielded a profit, it is sure to return in a few
years to prey upon a new generation of victims. Even though the Social Security
mailing schemes seem to have died down, I commend you for your interest in this
subject and we continue to support the enactment of legislation that can be used to
prevent or respond more effectively to a new outbreak of the problem.

Many of the mailings that are the concern of this hearing are made by allegedly
nonprofit organizations soliciting funds for a charitable or lobbying purpose. Public
complaints about questionable solicitations have increased substantially in recent
years, and the elderly are among the more generous contributors to charitable
causes. In-the past two postal fiscal years postal inspectors conducted 141 investiga-
tions involving possibly false or fraudulent appeals for funds by mail.

The investigation of possibly false or fraudulent ap{)eals for funds by ostensibly
nonprofit organizations is one of the most difficult challenges our inspectors encoun-
ter. Whether an organization is using the funds the public coutributes for the pur-
poses described in its solicitation usually can only be determined by examination of
the organization’s financial books and records. Only by careful study of the organi-
zation's finances can it be determined whether, and to what extent, contributions
actually find their way to the ostensible beneficiaries of the appeal. Our ability to
acquire access to this type of information is very limited.

hile such information may be acquired by a grand jury during a criminal inves-
tigation, as previously noted, such proceedings may be protracted and public injury
may continue unless we obtain injunctive relief under 39 U.S.C. § 3007. However,
our ability to obtain such relief is hampered in these kinds of cases because we have
no authority under the false representations statute to demand access to such
records prior to initiating proceedings. Because our Administrative Law Judges lack
contempt powers, they have limited ability to compel access to such materials.

The most critical need for such knowledge exists before we initiate proceedings. It
is at the very beginning of a questionable fund raising campaign, when initial com-
plaints from the public suggest that further inquiry is warranted, that ability to ex-
amine the organization’s use of funds is most desirable. The longer legal action is
deferred, the greater the public’s loss. Conversely, an examination which reveals
that the money is being spent as represented would obviate the need for a length-
ened investigation, saving time and effort for both the inspection service and the
org‘z;nization involved.

e cannot initiate proceedings based ulpon hunches or mere suspicion in the hof:e
that during the proceedings we will develop some evidence. The Postal Service, like
other Federal agencies, is subject to the equal access to justice act (5 U.S.C. 504; 29
U.S.C."2412), which allows the public to recover from the Federal agency attorneys’
fees and other expenses incurred in defense of an action initiated by the agency
without substantial justification. Where an agency initiates an action based upon
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scanty evidence in the hope of being able to obtain adequate evidence through post-
complaint discovery, conflict with the requirements of the equal access to justice
act—not to mention basic concepts of fairness—is likely.

Accordingly, lack of investigative authority to obtain necessary information prior
to filing of an action typically means that we usually are unable to use the civil
false representations statute in cases where the ultimate use—or misuse—of contri-
butions is the focus of concern.

Often, our cases involving charitable solicitations involve misuse of funds by indi-
viduals having mana%ement responsibilities in the organization. Several years ago
we investigated a mail fraud case involving an individual who diverted to his own
use funds solicited by the palatine missions. More recently, we participated with
other agencies in a task force, supervised by the Department of Justice, which re-
sulted in the convictions of Jim Bakker and others for misuse of funds solicited by
the PTL organization.

Notwithstanding the limitations of our civil misrepresentation statute in cases in-
volving misuse of contributions, it has been used successfully against organizations
claiming to be charities.

In the summer of 1987, we obtained a temporary restraining order, and subse-
guently final agency mail stop and cease and desist orders, against the league of St.

nthony, an organization in Cleveland, Ohio purporting to consist of Roman Catho-
lic friars engaged in service to the public. The nationwide solicitations requested
money for repairs to the friary and to enable

Continuation of good works. in fact, the league consisted of a rock-and-roll singer
and some of his friends. The “friary” was a house in which he and his friends had
lived before it was sold to his brother. The contributions he received were devoted to
advancing his recording career and paying his colle%‘e tuition. After pleading guilty
to a mail fraud indictment this past summer, “Brother Anthony” was sentenced to
a three-year jail term.

Last year we concluded civil litigation against an individual who claimed to repre-
sent Senator Phil Gramm and solicited campaign funds on his behalf without Sena-
tor Gramm’s consent and against his objections. While the courts upheld the Postal
Service’s determination of false representations, we ultimately lost this case on ju-
risdictional grounds, the court concluding that the Federal Election Commission had
exclusive jurisdiction over practices of this type, particularly with respect to re-
quirements for disclaimers of affiliation with candidates or their committees.

During the past few years we brought several misrepresentation cases against
promoters from Florida who stage circuses or other shows in conjunction with fra-
ternal or charitable organizations. They sold tickets by telephone, representing that
for every so many dollars in tickets sold, a handicapped or underprivileged child
will attend the show. In these cases, there is no real correlation between the
amounts received for tickets and the number of children who attend the perform-
ance, Very few, if any, such children typically attend the performances, as tickets
are generally sent unsolicited to homes and institutions a short time before the per-
formance, leaving little time for the homes or institutions to make arrangements for
transportation, escorts, etc. typica]lfr, little of the proceeds collected go to the “spon-
sor” organization, the greater portion being allocated to fundraising and show pro-
duction costs-both activities being controlled by the same promoter. the relatively
small portion of the funds that actually reach the “sponsor” amount to little more
than a license fee for the use of their name and good will.

With respect to direct mail solicitations, most recently, we concluded civil pro-
ceedings against Pacific West Cancer Fund, Robert R. Stone, and the Watson and
Hughey Company. The proceedings concerned a solicitation in the name of Pacific
West that purported to.be a prize award notification from an attorney, Robert R.
Stone. In fact the “prize” most recipients received was a check for a})proximately
ten cents. Our action against this and other organizations focused on alleged misre;;»
resentations concerning the size and awarding of the prize, the use of a garticipant s
name, and the allocation of the funds raised for the espoused charitable purposes
and, as well as an illegal lottery.

In these proceedings we initially obtained a temporary restraining order against
the delivery of the mail in response to the attorney notification type solicitation
that was being delivered in Topeka, Kansas. Following this action, we entered into
settlement discussions which embraced solicitations conducted by Watson & Hughey
on behalf of Pacific West Cancer Fund, Cancer Fund of America, Cancer Association
of Tennessee, and the Walker Cancer Research Institute. On June 20, consent agree-
ments were filed pursuant to which these organizations and Watson and Hughey
agreed to cease and desist from using an attorney’s name in connection with any
sweepstakes unless the solicitation has been approved by the Postal Service. In any
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future sweepstakes they must disclose that no payment is necessary to enter. They
must also disclose the value of the prizes, the odds of winning, and when and how
prize awards are determined.

The agreement also provides that the organizations must cease and desist from
falsely regresenting that they use funds raised through the solicitation primarily for
the stated charitable purposes. The organizations agreed to notify all persons whose
response to the attorney notification letter was detained as a consequence of the in-
junction of the actual uses to which donated funds have been put and offer to
refund their contribution. pursuant to section 3012 of title 39, failure to comply with
a cease and desist order can result in the imposition of civil penalities of up to
$10,000 for each day the violation continues.

While this hearing focuses on schemes aimed at the elderly, in our experience, no
inference is warranted that the elderly are more gullible than the general popula-
tion. The schemes we have talked about today victimize a wide cross section of the
population. The elderly are the targets, however, of particular types of promotions
such as supplemental health coverage schemes, deceptive life insurance schemes,
quack medical promotions, schemes involving the alleged need to preserve Social Se-
curity benefits, and appeals for funds to cure diseases that particularly affect older
persons.

Because of normal changes in human vision that occur with aging, fine print dis-
claimers buried in the text of solicitation letters are unlikely to be read carefully, or
even noticed by elderly recipients. It probably is no accident that the operators of
the kinds of schemes we have been talking about will typically use a name in bold
type that implies government connection, or a legitimate medical research purpose,
and then disclaim away the intended implications in fine print disclaimers obscure-
ly located in the solicitation.

That concludes my prepared remarks. I would be pleased to-try and answer any
questions you may have.

PREPARED STATEMENT OF MARTHA A. McSTEEN

Mr. Chairman, my name is Martha McSteen, and I am President of the five-mil-
lion member National Committee to Preserve Social Security and Medicare.

Thank you, Mr. Chairman, for the opportunity to present the facts concerning the
issue of educational mailings to senior citizens regardirig the Social Security system.
I also thank you on behalf of our membership for your leadership and commitment
to the Social Security System as well as other issues vital to our senior citizens.

As our name indicates, the preservation of a strong Social Security system is the
very reason for the existence of our grassroots membership organization.

Our organization was founded in 1982 by the son of President Franklin Roosevelt,
the architect of Social Security. Former Congressman James Roosevelt established
the ?ommitbee to preserve his father’s most significant legacy to the American
people.

As you may know, Mr. Chairman, I have devoted thirty-nine years to working for

the Social Security and Medicare system in both Republican and Democratic admin--

istrations. During that time I was one of the first ten Regional Medicare Adminis-
trators and was the acting Social Security Commissioner for three years. This past
April, I was honored to assume the role of President of the National Committee to
Preserve Social Security and Medicare. ]

Mr. Chairman, I am aware of past criticism of our organization and indeed there
may have been misunderstandings concerning some of our communications, Grow-
ing an organization from a concept into a 5 million strong membership is difficult
and there will be mistakes. However, since I took over I believe our programs have,
and will continue to safeguard against even perceived misrepresentations.

The National Committee has been in the forefront of efforts to protect the integri-
ty of the Social Security and Medicare systems. My new position enables me to
translate my experience in government to grassroots action on behalf of older Amer-
icans.

We understand that both the House and the Senate Governmental Affairs Com-
mittees are working on Deceptive Mailings Prevention legislation. The National
Committee has applauded these past legislative efforts. The National Committee has
conscientiously complied with requirements incorporated in past legislation. As long
as an organization is serving its members, such requirements will have no adverse
impact.
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Now the charge has been made, Mr. Chairman, that some of our educational mail-
ings to the membership have been misleading and they may undercut the confi-
dence Americans have in the Social Security system.

Mr. Chairman, it is not our educational materials that erode people’s confidence
in the Social Security system. The elimination of student benefits, taxing of social
security benefits, and now the use of the trust to hide the government’s budget defi-
cits; these are the things that erode confidence in the system.

It is this continual tinkering with the system that has concerned the American
people and made the recent battle over catastrophic health care so important.

It was an Act that did not address seniors’ major concerns. It duplicated some of
those services seniors already had. And its financial structure violated the basic.
social insurance concept set down by the Congress 50 years ago.

We don’t ask veterans to fpay the entire cost for VA hospitals. We don’t ask par-
ents to pay the entire cost of our public school system. We don’t ask farmers to bear
the full burden of farm price supports. Nor should we. Yet this piece of legislation
was financed by saddling only seniors with extra taxes.

From the beginning of consideration of this issue, our membership was concerned
about the content of the legislation. Long before the Congress voted in 1988 for cata-
strophic coverage and long before Senate mail rooms were flooded with cards and
letters, our Committee was opposing the bill and informing Congress that our mem-
bership would not support it. The legislation simply did not address their real con-
cerns.

During the 100th Congress, the National Committee repeatedly sent letters to
each Member of Congress outlining the problems we had with the legislation. We
did urge support for the excellent bill crafted by the champion of the elderly, the
late Repre]sentative Claude Pepper. Unfortunately, Senator Pepper’s legislation did
not prevail,

When the original bill was finally enacted, we continued to represent the views of
our members. We used the most cost-effective method available to alert our five-mil-
lion members: We used the mail. Nearly half of our membership responded. They
wrote, called or visited their Representative and Senators to register their concerns.
In the oldest American tradition, they petitioned their representatives. f

Were the seniors and thousands who joined .them wrong? Not in our opinion, nor
in the opinion of the 360 Representatives who voted to repeal this law. And in the
Senate, after consulting with their constituents, Senator John McCain and others
have fashioned a compromise we support. ’

Now, Mr. Chairman, the charge has been made that we used “fear tactics” to en-
courage seniors to write their Members of Congress about the original legislation.
This is absolutely false.
| ~?V{(ere seniors legitimately concerned about the provisions and financing of this
aw? Yes.

¢ Were they fearful of a financial structure that put the burden of paying for du-
plicative benefits on the backs of the elderly? The answer is yes.

* Did our Committee give the facts to our membership? Yes. . -

v * And did they respond by writing letters to you and many on this Committee?
es.

The National Committee has been unjustly criticized for helping to educate its
members through the use of direct mail. In accusing the National Committee of mis-
leading seniors in the debate over catastrophic coverage, certain critics have pointed
to past headlines in some of our mailings. The fact is these headlines emphasized
legitimate concerns of our members. One may disagree with a particular headlin,
but that is a matter of opinion, not one of deception.

From the beginning, we made every effort to let our members know what the ben-
efit implications were and that the tax was placed on seniors only. We ran a chart
in our membership newspaper which related the surtax impact to various income
. }evels. We encourage our members to write if they felt concerned about the new
aw.

Mr. Chairman, I know you have always been a staunch supporter of Social Securi-
ty and that your proposed legislation addresses many of our concerns. You are to be
applauded for iyour support.

On behalf of the National Committee’s membership, it is my hope to continue to
work with you and your colleagues to improve and strengthen the Social Security
and Medicare Programs for millions of Americans.

Thank you, Mr. Chairman.

Attachments.
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NaTioNAL CoMMITTEE To PRESERVE SOCIAL SECURITY AND MEDICARE,
Washington, DC, December 29, 1989.

Hon. DANIEL PATRICK MOYNIHAN,

U.S. Senate,

Washington, DC.

Re: National Committee to Preserve Social Security and Medicare

Dear Senator Moynihan: On November 20, 1989, I testified before the Senate Com-
mittee on Fihance, Subcommittee on Social Security and Family Polic&. on behalf of
the National Committee to Preserve Social Security and Medicare (“National Com-
mittee”). At the hearing, I was invited to comment in writing on several questions.
The questions relate to (a) the orig(l)ns of the National Committee; (b) the circum-
stances under which the National Committee paid money for a canceled mailing re-
lating to insurance; and (c) the current financial condition and expenditures of the
National Committee. This letter addresses these questions.

Let me note at the outset that, although I appreciated the opportunity to discuss
the National Committee with you and your Committee, I was concerned about the
tone of the hearing and, in lvi)articula\r, some of the comments and questions posed by
you and Senator Daschle. Many comments and questions seemed accusatory in tone
and content;! they appeared to be based on the assumption, at least implicitly, that
the National Committee is something other than .a legitimate organization. Along
with the other hard-working staff at the National Committee, I am deeply trouble
by any such suggestion.

I have spent 39 years of my, life devoted to issues relating to seniors and to Social
Security and Medicare matters; the 59 people on the staff of the National Commit-
tee are similarly committed to strengthening and improving Social Security and
Medicare, and to other senior issues as well. I first became involved as a consultant
to the National Committee in 1987, when it was already five years old, after having
served for three years as Acting Commissioner of Social Security. I became the Na-
tional Committee’s President in early 1989. I have committed myself to the National
Committee because 1 believe it is an organization that is not only dedicated to im-
gortant senior issues, but is also in a unique J)osition to listen to senior citizens, to

elp to educate them, and to responsibly and effectively represent their views on
legislative and other matters that are of such vital concern to all seniors.

It is with this understanding of the National Committee that I look forward to
working with you and others in positions of leadership on these important issues. It
is also with this understanding that I hope in this letter to answer the questions
that were posed at the hearing. .

1, Origins of the National Committee. 1 was asked specifically whether the Nation-
al Committee was James Roosevelt's idea in the first instance, or whether it was the
profit-motivated scheme of a direct mail vendor. I was not involved in the National
Committee at that time, and so, of course, have no first-hand information about its
orifins. Since the question was posed, however, we have contacted Mr. Roosevelt, as
well as others involved in the initial formation of the National Committee, includ-
ing Mr. William Wewer, Mr. Arhold Forde, and Mr. William Butcher.

Based on these contacts, it is my understanding that it was James Roosevelt who
first conceived the idea of a grassroots seniors organization dedicated to preserving
Social Security. In the late 1970’s, Mr. Roosevelt and his wife Mary had specific dis-
cussions about such a grassroots organization. Mr. Roosevelt was concerned about

! One example which particularly concerned me is reflected on page 88 of the repotrter’s tran-
seript of the hearing, wherein Senator Daschle commented: “I guess the question I have relating
to the facts is whether you gave all the facts. That is the question. I have one of the mailings
here.” Displaying a mailing from the National Committee, and appearing to read therefrom,
Senator Daschle continued: “In 1989, income tax for millions of seniors will increase $1600, $800
for singles. It is a tax on seniors only and it must be sm;fped."

The Senator then pointed out that not all seniors would have been subject to the tax, or to the
maximum levels of taxation. This fact, however, was accurately conveyed in the National Com-
mittee mailing which Senator Daschle had displayed. (After the hearing, Senator Daschle’s staff
- provided the enclosed reduced size hotocopy of the mailing from which Senator Daschle ap-
peared to read at the hearing.) The Senator’s remarks suggested that the National Committee's
statement was misleading. But the Senator misread the National Committee’s statement. In
fact, as shown on thé enclosed copy of the mailing, the first sentence actually reads: “1989
income taxes for millions of seniors will increase ? up to $1600 (3800 for singles)—It’s a tax on
seniors-only and it must be stopped!” (emphasis added). -

The underlined words, “by up to,” omitted by Senator Daschle, significantly qualify that sen-
tence. Moreover, the mailing goes on to explain in somewhat greater detail how the tax would
be calculated. Unfortunately, these aspects of the mailing, which appear to address Senator
Daschle’s concern, were not discussed.
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threats to the existence of Social Security posed by inflation and other budget-relat-
ed issues. He wanted to preserve what is perhaps his father's, and to be sure
Frances Perkins’, greatest ,le%:ac&’ to this country. At the time of these discussions,
however, Mr. Roosevelt, who had his own private consulting firm, possessed neither
the resources nor the expertise to begin such a grassroots seniors organization.

In early 1982, Butcher-Forde Consulting (“BFC”), a partnership with expertise in
direct mail, retained Mr. Roosevelt for advice relating to BFC’s involvement in sev-
eral local political matters in California. The principals of BFC were Mr. Arnold
Forde and Mr. William Butcher. The consulting relationship between Mr. Roosevelt
and BFC arose, not in connection with the formation of the National Committee,
but prior to, and independent of, the formation of the National Committee.

It was in the course of this consulting relationship, in the summer of 1982, that
Mr. Roosevelt discussed his idea of a grassroots organization with Mr. Butcher and
Mr. Forde. Mr. Roosevelt had, through this relationship, come to appreciate BFC's
knowledge and abilities regarding direct mail and he had become enthused about
the possibility of actually beginning a grassroots organization dedicated to the pres-
ervation of Social Security and to other seniors’ issues. . 3

Whatever may have motivated Mr. Butcher and Mr. Forde, it was at all'times Mr.
Roosevelt's idea to form an effective, influential, non-profit, grassroots, seniors orga-
nization. Because Mr. Roosevelt had no resources or expertise in building a national
membership organization, he turned to BFC, which was willing and able to become
involved in the project. In the late summer of 1982, Mr. Roosevelt met and hired an
attorney, Mr. William Wewer, based on the recommendation of BFC. Mr. Wewer as-
gisted Mr. Roosevelt in connection with the formation of the National Committee.
Mr. Wewer later served the National Committee as a member of the Board of Direc-
tors, an officer, and its general counsel. :

The National Committee was incorporated in the District of Columbia on Novem-
ber 18, 1982, and was recognized by the Internal Revenue Service as a non-profit
organization operating in accordance with § 501(cX4) of the Internal Revenue Code.
The original name of the National Committee was “National Committee to Preserve
Social Security.” Effective October 2, 1989, the organization’s name was officially
changed to the “National Committee to Preserve Social Security and Medicare.2

The first organizational meeting of the National Committee occurred on Decem-
ber 20, 1982. Mr. Roosevelt was chosen as Chairman of the Board of Directors, a
gosition that he has maintained since that time. The other two menibers of the

oard were Mr. Wewer and Mr. Wewer’s law partner, Lloyd P. Goldenberg.

At the first organizational meeting, Mr. Roosevelt presented a proposed contract
with BFC for the rendition of consulting, production, management, procurement
and other necessary, related services in connection with the National Committee’s

ublic relations, direct mail, and media activities. This contract was accepted by the
ational Committee Board of Directorskand was accordingly signed by Mr. Roose-
velt on December 21, 1982.3

In 1988, BFC sold its business, including its contract with the National Commit- = °

tee, to a newly formed company, National Direct Marketing Corp. (“NDMC”), owned
principally by Mr. Miles Rubin.4

One provision of the contract between the National Committee and BFC (and
BFC’s successor, NDMC), permitted the direct mail vendor at its sole discretion to
advance funds necessary to provide for the vendor’s services (including subcontrac-
tors’ services). The advances were to be repaid by the National Committee as soon
as possible. This provision was necessary and appropriate because, at the time of its
founding, the National Committee had no funds. The establishment of a grassroots
organization that utilizes mail to recruit and communicate with members is an ex-
pensive process. BFC agreed to advance the necessary funds, and to seek repayment
of these funds from the National Committee at a later time. In fact, through 1987,
funds were advanced regularly by BFC, pursuant to this contractual provision, in
order to enable the National Committee to finance major mailings. .

2In 1983, Mr. Roosevelt established a § 501(cX3) organization with this name; it was to erﬁage
in scholarly research and education dealinﬁ with topics relating to ‘Social Security and Medi-
care. The organization was never activated, however, and was formally dissolved in 1987.

3 The contract initially called for payment to BFC of a 10 cent fee per mail piece, plus a com-
mission on National Committee payments to subcontractors. Effective January 1, 1985, the per-
piece mailing fee was reduced by mutual agreement to five cents. . . .

4 Many terms of the contract were renegotiated voluntarily by NDMC in 1988. The economic
terms and expiration date of the contract remained the same, at NDMC'’s insistence. There were
a number of other changes in the contract, however, all to the benefit and advantage of the’
National Co[nmittee membership.



65

- - - NATIONAL CoMMITTEE To PRESERVE SOCIAL SECURITY AND MEDICARE, .. . ..
o Washington, DC, December 22, 1989.
Hon. DaNIEL PATRICK MOYNIHAN,
U.S. Senate,
Washington, DC.
Re: National Committee to Preserve Social Security and Medicare .

Dear Senator Moynihan: On November 20, 1989, I testified before the Senate Com-
mittee on Finance, Subcommittee on Social Security and Family Policgj, on behalf of
the National Committee to Preserve Social Security and Medicare (“National Com-
mittee”). At the hearing, I was invited to comment in writing on several questions.
The questions relate to (a) the orig(i’ns of the National Comniittee; (b) the circum-
stances under which the National Committee paid money for a canceled mailing re-
lating to insurance; and (c) the current financial condition and expenditures of the
National Committee. This letter addresses these questions. )

Let me note at the outset that, although I appreciated the opportunity to discuss
the National Committee with you and your Committee, I was concerned about the
tone of the hearing and, in particular, some of the comments and questions posed by
you and Senator Daschle. Many comments and questions seemed accusatory in tone
and cohtent;! they appeared to be based on the assumption, at least implicitly, that
the National Committee is something other than a legitimate organization. Along
with the other hard-working staff at the National Committee, I am deeply troubled
by any such su%gestion. , ‘

. I'have spent 89 years of my life devoted to issues relating to seniors and to Social
Security and Medicare matters; the 59 people on the staff of the National Commit-
tee are similarly committed to strengtheninlg ard improving Social Security and
Mediéare, and to other senior issues as well. I first became involved as a consultant
to the National Committee in 1987, when it was already five years old, after having
served for three years as Acting Commissioner of Social Security. I became the Na-
tional Committee's President in early 1989. I have committed myself to the National
Committee because I believe it is an organization that is not only dedicated to im-
gortant senior issues, but is also in a unique (fosition to listen to senior citizens, to

elp to educate them, and to responsibly and effectively represent their views on
le%mlative and other matters that are of such vital concern to all senjors.

t is with this understanding of the National Committee that I look forward to
working with you and others in positions of leadership on these important issues. It
is also with this understanding that I hope in this letter to answer the questions
that were posed at the heariré% )

1. Origins of the National Committee. 1 was asked specifically whether the Nation-
al Committee was James Roosevelt’s idea in the first instance, or whether it was the
profit-motivated scheme of a direct mail vendor. I was not involved in the National
Committee at that time, and so, of course, have no first-hand information about its
origins. Since the question was posed, however, we have contacted Mr, Roosevelt, as
well as others involved in the initial formation of the National Committee, includ-
ing Mr. William Wewer, Mr. Arnold Forde, and Mr. William Butcher.

ased onthese contacts, it is my understanding that it was James Roosevelt who
first concéived the idea of a grassroots seniors organization dedicated to preserving
Social Security. In the late 1970’s, Mr. Roosevelt and his wife Mary had specific dis-
cussions about such a grassroots organization. Mr. Roosevelt was concerned about

"1 One example which particularly concerned me is reflected on page 88 of the reporter’s tran-
.geript of the hearing, wherein Senator Daschle commented: “I guess the question I have relating
to. the facts is whether you gave all the facts. That is the question. I have one of the mailings
here.” Displaying a mailing from the National Committee, and'aippearing to read therefrom,
Senator Daschle continued: “In 1989, income tax for millions of seniors will-increase $1600, $800

fot singles. It is a tax on seniors only and it must be stopped.” .
The Senator then pointed out that not all geniors would have been subject to the tax, or to the
~ maximum levels of tag:tion. This fact, however, was accurately conveyed in the National Com-
" ittee mailing which Senator Daschle had displayed. (After the hearing, Senator Daschle’s staff
_provided the enclosed reduced size g(l:otocopy of the mailing from which Senator Daschle ap-
peared to read at the hearing.) The Senator's remarks suggested that the National Committee’s
statement was misleading. But the Senator misread the National Committee’s statement. In
fact, as shown on the enclosed copy of the mailing, the first sentence actually reads: “1989
inicome taxes for millions of seniors will increase ? up to $1600 ($800 for singles)—It’s a tax on’

seniors-only and it must be stopped!” (emphasis added). : S

The uhdetlined words, “by up to,” omitted by Senator Daschle, significantly qualify that sen-
' tence. Moreover, the mailing goes on to explain in somewhat greater detail how the tax would
© _be calcilated. Unfortunately, these aspects of the mailing, which appear to ‘address Senator
~ "Daschle's concern, were not discussed.

28-713 0 - 90 - 4



67

I have enclosed with this letter a copy of the first audited financial statement of
the National Committee. While I am not now able to report the amount of money
that was advanced under the contractual provision with BFC at any one time, there
was a continuing balance that varied from time to6 time. When BFC sold its business
to NDMC in 1988, independent auditors for both BFC and the National Committee
conducted an audit of all past accounts and both the National Committee and BFC
agreed upon an amount that the National Committee owed to BFC. This amount
has been paid in full by the National Committee.

As the foregoing indicates, it is my understanding that Mr. Roosevelt first con-

“ceived the idea of the National Committee. In any event, the indisputable fact is
that, from the beginning, Mr. Roosevelt devoted himself vigorously and wholeheart-
edly to the formation of an effective, legitimate, grassroots organization. Mr. Roose-
velt established the purpose and parameters of the National Committee, and set its
educational, social, and political agenda. It was Mr. Roosevelt and the National
Commiittee who utilized the knowledge, talent, and resources of BFC—not the other
way around. The National Committee is, and always has been, a legitimate, non-
profit organization dedicated to listening to seniors, helping to educate them, and

attempting responsibly to represent their views on important legislative and other

issues. The National Committee’s relationship with its direct mail consultant, then
BFC and now NDMC, is, and always has been, an arms-length relationship that is
defined solely by a written contract. . -

2. Canceled Mailing. 1 was also asked at the hearing about the National Commit-
tee's payment for a canceled mailing relating to insurance. Again, this took place
prior to my association with the National Committee. It is my understanding, how-
ever, that for a variety of reasons, the Board of Directors voted in October 1986 to
terminate an agreement between the National Committee and an insurance compa-
hy under which the National Committee sponsored the issuance of “Medigap” insur- -
ance policies to its members. There had been several complaints by members about
the quality of service provided by the insurance plan. More importantly, although
many other prominent senior citizens groups had sponsored and marketed insur-
ance plans and other commercial goods and services, the Board determined that it
was appropriate for a leading group such as the National Committee to eschew in-
volvement in this sort-of activity. The Board believed”that terminating the insur-
ance dprogram would eliminate any;misperception of the National Committee and
would allow it to devote its energie¥- té its primary mission—that of a grassroots
seianiorscitizens organization dedicated to educating its members and advocating their
views.

At the time of the Board action terminating the insurance program, the National
Committee had already committed to a large mailing containing an insurance solici-

- tation, These materials had already been printed and were scheduled for niailing
later in the month. Indeed, by that time, the National Committee had incurred ex-
enses in excess of one million dollars in computer work and printing for this mail-
ing. After considering the cost and consequences of completing the mailing (includ-
ing an additional $400,000 for postage), the Board believed it was in the National
Committee’s best interest, in terms of both its policies and finances, to cancel this
mailing and accept the financial responsibility for: the computer, printing,.and
direct mail vendor charges that had already been incurred. In taking this action,
the Board instructed its counsel to negotiate with BFC to obtain an advance of the
funds necessary to pay for these charges, or to reach an agreement with the comput-
‘er and printing subcontractors to delay payment of this bill. A combination of these
two approaches was effected; money for the charges incurred as a result of this can-
‘celed mailing was advanced by BFC, through a schedule of payments, and was later
repaid in full by the National Committee. LS

3. Current Financial Condition. 1 was also asked at the hearing to report on the
current financial condition of the National Committee and to identify, in particular,

:the ways in which the National Committee spent the money it received in thé last
fiscal year. In response to this question, I include with this letter a copy of the au-
dited financial statement and the IRS Form 990 filed by the National Committee for
its most recent fiscal year (which ended March 31, 1989). As you will see from the
balance sheet on the audited financial statement, the National Committee’s fihan-
cial position improved during the year from that of a net deficit to that of a moder-
ate positive net worth. .

5 At the same time, the Board made provisions to protect those members who had already
purchased such policies.
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. To further assist you, we have summarized in a table, also included with this

_ letter, the information that is reported on the National Committee’s IRS Form 990

for the most recent fiscal year. This table groups the National Committee’s expenses

into two categories: “cost of communications with members” and “operations costs.”

In each category we have then broken down the expenditures between various pro-

gram components of the National Committee—education, advocacy, fundraising, and
administration.

As.you can see, the National Committee’s receipts for the past fiscal year total
$38,213,696. Of this amount, $29,252,952 was spent on communicating by mail to the
National Committee’s members and prospective members. It is imﬁortant to empha-
size that the bulk of these expenditures was for communications that were properly
characterized as either educational or advocacy (that is, advocating a specific legisla-
tive position). A number of the National Committee’s mailings contain no request
for funds. None of the National Committee’s mailings contain a request for funds;
all letters containing a request for funds also serve important program interests of
the organization, such as education, and maﬂ include advocative and administrative
material a¥ well. Indeed, in accordance with generally accepted accounting. princi-
ples, onl{ $4,038,069 of the money spent on mailing was allocated to fundraising.

In addition, althoufh the bulk of the “cost of operations” was sllocated to admin-
istration, virtually all of these costs of operations involved the National Committee’s
office and its staff of 59 people, all of whom devote their time to the program serv-
ices of the National Committee, or to the administrative support of those services. I
would also like to bring to your attention a few other points concerning the Nation-

al Committee’s financial reports, and the National Committee’s overall financial op-. - '

eration:

—~Since January 1989, the National Committee has had a Chief Financial Officer,
Mr. Jeffrey Galginaitis, who came to us from Price Waterhouse. The National
Committee has since brought all of its financial and accounting activities in-
house, and the accounting systems and procedures that Mr. Galginaitis has im-
plemented have greatly improved, and will continue to improve, the financial
information available to the National Committee. This improved financial infor-
mation represents a significant step forward in the National Committee’s abili-
ty to monitor its financial performance, and thus illustrates the National Com-
mittee’s continual, vigorous commitment to utilize its members’ contributions in
the most efficient and effective manner possible. ]

—The financial results on-the IRS Form 990 differ from the financial results on
the audited financial statements because the tax return was prepared on a cash
basis, and the audited financial statements were prepared on an accrual basis.
The National Committee has historically prepared its tax return on a cash
basis, in part because of the limitations of the accountinﬁesystem in place. Be-
ginning with the current fiscal year, the tax return will be prepared on an-ac-
crual basis.

—Printing costs were paid to approximately one dozen different printers, none of
which, to the National Committee’s knowledge, has a relationship with either
BFC or NDMC, F?gart from the vendor-vendee relationship. <.

~ —-Payments to BFC and NDMC for their services in the most recent ﬁscalﬁear
were approxima,telF g;.xi' million. This*represents 14% of the National Coramit-
- tee's expenses, including additions to resérves. It should be noted that while a

"~ - substdnitial part of NDMC’s consulting assistance deals' with commiunications

. with mémbers that included a fundraising appeal, NDMC also assists the Na-

" tional Committee with its non-fundraising mailings. I therefore misspoke at the

hearing when I said that the National Committee paid approximately $5.4 mil-

lion to"NDMC “for fundraising efforts”” Only a portion of NDMC's fee can be
said to have been paid in connection with fundraising.

,—Most of the payments for the rental of mailing lists ($861 thousand) were paid

to Focus Marketing, which is a division of NDMC. However, Focus Marketing is

a broker of mailing lists, and it is the National Committee’s understanding that

{:ﬁosf of these payments were, in turn, passed through to the outside owners of

e lists. ’ . . ‘

. Itrust that this letter answers the questions posed by the Committee at the hear-

ing on November 20, 1989. I want to emphasize that the National Committee wishes

to cooperate fully with {ou and your Committee in providing information on our

organization's activities. I firmly believe that the National Committee has an impor-

tant, continuing role to play in the current debate on Social Secirity and Medicare

issues. The National Committee has taken, and will continue to take, strong’posi-

tions based on our members’ interests in these matters. At the same tiine, we are

inte{restaed in improving our relationship with you and other Members of Congress.
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In that regard, I hope you will feel free to contact me with any additional questions
you may have regarding our organization and the issues of interest to our members,

incerely, . -
.MARTHA A. MCSTEEN, President.
Enclosures.

JAMES ROOSEVELT
United Statcs Congressman (Retired)
Chairmap, National Commiittee to
Preserve Soclal Securlly and Medicare
Washington, D.C.

HMR. MANDUS B FRISTAD Enolosed find Certified Petition
Kumber80508497 n-—-o*:geb:es' spol

RR 1 BOX 29 Portion
LETCHER. SD 57359 Please check your
’ osrtain that your
Number 18 correct.

1989 INCOME TAXES YOR MILLIONS OF SENIORS WILL INCRNASH BY UP TO $1,600.00
($800.00 FOR SINGLNS) — IT'S A TAX ON SENIORS-ONLY AND 1T MUST B8 STOPPRD!

DEAR MR, FRISTAD:
A special tax on senior oitizens| Have you ever heard of anything 8o outrageous in your 1ife?

wg\l,bollovsme.mmmmmwwmmmmmbymemmoomplm
your 1 Federal Inoome Tax Return.

ywwmmmtlwmporymtnlmmmmehxea, and you are age 68 or over,

or ougmlo for Medicare, you'll be paying this new taxi

The new tax rate, whwhmmoutumBoforevery‘laoooatuuyoum.gonups’mm-
1890 with further sach year

Theumaoaponmomhxbut-—youMl&—mempgmupowhymuohmbelom

Married Couples 1800 1700 1800 :1900 23100
8ingles 800 880 000 200 1060
After 1003, the cap will continus to go up TO REFLECT RISING PROGRAM COSTS. You can imagine
what that means!

Why this horrendous new escalating tax on 88 or over?
nmuumommpwmmummmunwwmmumm-mwopm-oovox» -
agé prograim on otr baoks.

How can t be falr to put this open-ended burden on senlomon!y at the 4ma in thelr lives when they
oan iaast afford 1t? -

nmovm—ywulmlonuxpayeulnmoﬁoa—poopleemmmoronmtzooooowr
ym%meummmmmm

muaﬂlf.hmnewuxeayoumlmnhmkmuw phio* oare program would p: you
and other seniors from most catastrophio costs.
1t doesn't — not by a long shot!

In faot, it is very unl that you will recelve any benefits from the hospital part of the proy
beoauultonwoovm oan'%' 'AL stays of over 60 days. ONLYS%OPBEMOREIVSRBP!NDOVS 60

DAYS 1N THE HOSPIT.

. Most senlors who have umun long-term Lllnesses like Alnholmor‘l don't spend periods or time
in the hospital. 'l‘htynoodnkmednurmtowppmvmomuuc Torg

But the ne w‘uumvymo'oanpnmprovtduon.\veohouuofbemﬂufornonhom—-
ONLY 80 HOURS, and then not until next year.

nymdon‘tmmkymahmnduamaodontforabmuthmowwforspmmwhlch
(please turn page)
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ocontains Httie or no benefits for you — we are in total agreement.

- But, our agreeing is not enoughl
We must Inoe our elected rep t in h to replace the senior oilizen’s tax
. with s ing plan that spreads the cost fairly among all Americans — just as seniors pay

gg ‘:;mov. ralse our millions of voices and petition our President and Congress o take these meas-
ures .

We have been LEADING THE CHARGE on this important i8sue while many other genfora' organiza-
tlons ha.volq-lod w'oovor up the terrible flaws, the outragoous expense and thé unfair finanoing of the

Pprogr

Our loyal Members have malled 2,000,000 letters and post cards to Congress and hundreds of thou
sands of letters to the President urging reform of this )ll»deslenod program!

All this hard work 18 paying off:
. tor Lioyd Chat of the powerful Senate Finanos Committse, on April 24, 198!
::21':;3‘9 foians made & in the ‘oal phic’ estimate and I belleve it must be

« . ‘The influential Wall Street Journal recently said:

“The National Committes to Preserve Bocial S8eourity and Medlcare, a grou with 6.6
million members that has been leading efforts to revise the catastrophic-lliness law,
has a plan to haive the cost to seniors by requiring all workers to pay for catastrophic
coverage, while adding some long-term care provisions. The group’s pressure ocould
force to confront the long-term-care isgue this year.”

Unfortunately, the catastrophio tax is only one of many problems which threaten the health care
and security of oider Americans. '

Never in the B4 years since my father, Franklin Delano Roosevelt, started the 8ooclal 8ecurity sys-
tern have there been such threats to our 8oclal Security and Medicate benefita as the decade of the ‘80's.

Just consider these facts:

1. November 22, 1988. Geoige Bush received “some blunt advice from former President Gerald
R. Ford and Jimmy Carter who urged him to ‘face reality' by raiding taxes, slowing annual
Boclal Security inoreases and cutting spending....” From the mmm Poat.

2. Maroch 2, 1988, Alan pan, Chal of the Federal Resprve Board and often called the
gecond most powerful man in the country, encouraged Co 8 to out Soclal Security and
Medioare i order to help balance the federal budget. , -

In -y 1088, the Medi« Part B premium jumped 38.8% — nine times the increase in
the 1088 COLA — and it went up another 38,6% this year — seven times the Sootal Security
COLA inorease for 10891

4. ‘There i8 still no law to prevent the Administration from using our Booial Beourity Trust Funds
to free up money for other government bills. They did it in 1888 and 78,000 National Commit-
teo Members demanded the Funds be restored with interest — they were. We are working to
stop this forsver - by law.

The deficlt problem is huge and the enismies of Soolal Seourity and Medloars will continueé in
thelr efforts to balanoe the federal budget at the expenss of older Amerioans.

These misguided politiolans, newspapers and corporate chiefs ssem to believe that our country's
financial problems can only be solved at the expense of Soolal Seourity and Mediocare,

ALL OF UB, RIGHT NOW, MUST JOIN TOGETHER TO S8PEAK OUT IN nnmsé\r S0CIAL BECURITY

(next page please)

= TN
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AND MEDICARE, '

Xur(oyouwsrenddaaooondcmtm.wmmmmmmmmmamommdw
pmmﬂoomaecurwandnodm Here's how:

8ign and return the enolosed Certified Petition. It's addressed to your U.8. Senators and
Congressman.

our rep "lnf‘ ngreas will lsten to us it we speak together,

Wo simply must not let the politicians break the solemn commitments to thoss who worked 80 hard
and paid thelr fair share into Soclal Security and Medicare.

1t will not happen if you joiri with me, and millions of other Americans — ﬂon now, We must take
ao%oﬁb mo\munaammuondﬂvomdbylmmaahmormwm protect Soclal Becurity
an loare.

alo ummgouwdouvermommsomwmmmwmeoowamumammmym
ne.

These Petitions demand the pressrvation an t of Boctal Becurity and Med! by keep-
ing the solemn commitment they represent for our pooplo '

Over BO yeats ago, 1 was working for my father in the White House as Sscoretary to the President.
Then I served for 11 years as a Member of the United States Congress.

8o 1 kriow, as well as anyone, how powerful i8 our Constitutional right “to Petition the government
for a redress of grievances.”

" 8o please, right now, sign and maii me your Petition. It has never been 80 necessary, 8o urgent,
that you take action. If yoi'do not, then the benefit-cutters will speak for you.

At the same time, please der joining the 1 C to Preserve Sooclal 8ecurity and
edicare. -
The N ) Ce isa 1, tax: comprised solely of ooncerned
Americans, like you, who have lnveawd a small amount to help block those who would harm Boofal secu-
rity and Medlicare. We have no source of income other than the p Dues oontr}

butions of ordinary Americans who want our nation to keep its commitment to the sooh.l Beoumy md
Medicare programs.

Every day our staff of 49 trained professionals works for us in Washington to defend and improve
your benefits.

As a Member, your Annual Dues are only $10. If at any time during the ooura[ of your Member-
ship you become unhappy with kt;nde National Committes, your Membership Dues will be refunded to you
~—noq

Andasa Member, your peraoml Membership Card which I've enclosed will be activated, and you
will ive our 'Saving Soclal Security,” which Includes vital information on how
‘our Benators and ¢ Gongressman vote on 8oclal Security and Medicare {ssues and on government actions,
uch as the proposals to hide the budget defioft through cuts in the cOLA. or the fights to win fair pro-
0tion of older Americans agal ruin of trop

Your *Saving Socml 8eourity” newspaper carries stories about Soclal S8ecuril uodloam and other
;nenw for which you may qualify — such as the hospioe and home health care

In addition, as & Member, you will be enrolled in our Legislative Alert S8ervios which will imme-

awf\v advise you of fast-breaking in Wi 1ving Soclal S8ecurity and Medicare
mefits.

Our Leglslative Alert Service worksl We've al helped defeat numerous attempts to cut Soclal
curity and Medlcare benefits by flooding Congress with letters, post cards, mallgrams and petitions.

And, most tmportantly, you will be helping to make it ble to our work here in the

oontinue on...
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Capttal with many leaders in Oongress t0 protect, defend and p the 8ootal 8 ty and Medk
programs.

mthmauppommwmhbbymw‘mmunlwmh whioh burdens sentor
citizens, and to have wm%!&mtmmmhmmm.m

Remember, my father founded Social B4 years ago. Now I need your help to protect
‘mn.n\v : Beourtly ago. your heip to pi 8oolal

80, please act today. Bign and return to me your Petition to your U.8. Benators and your Con-
Thess wwwmmmmmpmm—sommmmthemkmw
where you stand:

SENATOR THOMAS A. DASCHLE
SENATOR LARRY PRESSLER
CONGRESSHAN TIN J0HNSON

Mplmmmummmmwmumwﬂmnymd Modicare at the same
time — but in any case, please act today. 1 have enolosed a &peclal return envelope to speed your reply.

Urgently awatting your reply, I am,

Most sinoerely yours,

James Roosevelt

P.S. MR. FRISTAD:

‘Thousands of 0! Americans, people like you, have invested $10 of their hard-earned monsy
to send you the enclossd Petition. Naturally, they hope you will also join them as a Member tn the move-
ment to protect Boolal Seourity and Medioare and stop the unfalr tax in on senlor oftizens.' 8o,
Please return your signed Petition to me. And, if yours {s among the fire§ 60 Membership Applications
recolved from your state, you will receive free, the slim, desktop caloulator plotured on the flap of the
enclosed return envelops. . . .

If you fail to at least return your Petition, the investment of 80 many Americans will go to waste,
At the same time, I will be very disappointed if you don"t Join, because we must continue to collect Petl-
tions and fund our work with Congresa. 8o Pleass, join your fellow Amerioans, as a Member, If you

possibly oan. M ‘Jw:

mpammmbymnwmcommsmwmmu" ty, & profit, tax p
organization, 2000 K 8%, N.W., Washington, D.0. 20008.

‘The National Committee 18 totally dent of Congress, every do agenay, and all political
parties.

Contributions or gifts to the National Committee are not tax deductible. You need make no special contribu-
tions other than annual dues.

cational activities fund ralsing 15%, administration )
mmwmﬁ'&mmwmw«mm, e

14 - o . . L e . L aalel L

The National Committes spends its mewlmmmu fol way: mw:gv‘o:uy Be‘;u" .

AL,
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< A HERTHETR Taten e
Lot TRER
[ seummz THOMAS A, DASCHLE HR, MANDUS B FRISTAD
i+ ' SENRTOR LARRY PRESSLER U O
{ | CONGRESSHAN TIH JUHNSON 80508497 M--4982985 SOOI
| WHEREAS, tens of millions of Americans rely on Social Security and Medicare; and
* WHEREAS, these Americans have paid into the Social Security System for many years; and
oy po"“cl:lEAs tlm:“vdvlllbonomtl'anuuehm&ddsemrltyunulithnmvedﬁmthebndgetmd
j 1] WHEREAS, adequate and affordable health care is not being provided under Medicare;
WHEREAS, the new tax for citizens passed nancing the catastrophic”
f!r' ! mnMmia%mﬂmnmmm‘mﬁllpmmhneﬁhmemn& i ?i' amp ¢
[ mmmngazn-nwowsn ED, that | (we) demand that every commi toAmorlennawho
Pt q...ufyrocswuwmmi kept; a
b B&l?knﬂuLVsoummmdammummuummumrr.amummpmm-
i, ’ BBlTFUMHERR!‘SOLVEdeMrSoddSeuuitybemﬂumunbemmndtoallAerlcambomln
i 41 the "Notch Years® after 1916, and

BEl’l‘FlNALLYRmLVEDﬂ\lH(m)nmﬂnc«wofﬂwumudshmmhkomm such
: u'im!tlnaorcbolhhhf COLAs or of Social benefits which would be
! destructive to the Soclal Su:u:itynndModie-m uwl\lchhnvobemprmaadwmpeoplo

As further evidence of our determination to protect our vital Social Securi M re ms, 1 (we)
. hnv:beeomeuunbonofuuN Honnlcmn:ﬂ e B ) Maiearor Ty L e

AR RN

PR, NANOUS B FRISTAD Date

trected to them for thar ration. No endorscntent of
the Nalwt:;_lc Committ in Pmserw ty and Medicare by these

The names o&‘your Senators and Congress: r% appmr on thia Petition

! James Rogeevelt, Chal T
Netional Commiltes to Preserve  HR. HANOUS B FRISTAD
Soelli S e and Medlcars RR 1 BOX 29
S000KSL NI CEtueR: o 57359

, | Dear Chairman Roosevelt:

al Committee to Preserve Seoun and Medicare. Please activate my
", Y?ﬁ{r&:MtuwnMMnnm&mmusm»’mlp:ypﬁm«uwmhdnwmu

#+:0 [ Enclosed is my check for: $10

Please make your check payable to NCPSSM (or National Committee to Preserve Social Security and Medicare).
: gﬁ}&,ﬂl (we) can't offer $10 to help protect Social Becurity and Medicars benefits, but I (we) have enclosed our

(“’A' Return all your correspondence to me 8o that 1 can take a mountain of Petitions back to Congress this year.
| Contributions or giftsto the National Committee are not tax doductible.
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YOURS FREE! —
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2000 K Street, N.W., Dept. 1705
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Washington, D.C. 20013-7255
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PricE WATERHOUSE,
- Newport Beach, CA, August 8, 1985.

NATIONAL COMMITTEE TO PRESERVE SOCIAL SECURITY REPORT AND FINANCIAL
STATEMENTS—DECEMBER 31, 1983

BoARD OF DIRECTORS,
National Committee to Preserve Social Security

In our opinion, the accompanying balance sheet (accrual basis) and the related
statements of loss and fund deficit (accrual basis) and of changes in financial posi-
tion (acerual basis) present fairly the financial position of the National Committee
to Preserve Social Security at December 31, 1983, and the results of its operations
and the changes in its financial position for the year then ended, in conformity with
generally accepted accounting principles consistently apPlied. Our examinations of

hese statements were made in accordance with generally accepted audltin%’stand-
ards and accordingly included such tests of the accounting records and such other
"auditing procedures as we considered necessary in the circumstances.

We have also examined the accompanying statement of assets and liabilities (cash
basis) of the National Committee to Preserve Social Security as of December 31,
1988 and the related statement of revenue collected and expenses paid (cash basis)
and change in fund balance for the year then ended. Our examinations of these
statements were made in accordance with generally accepted auditing standards
and accordingly included such tests of the accounting records and such other audit-
ing procedures as we considered necessary in the circumstances.

As described in Note 1, the Committee’s policy is to prepare its financial state-
ments identified in the second paragraph of this report on the basis of cash receipts
and disbursements; consequently certain revenue and the related assets are recog-
nized when received rather than when earned, and certain expenses are recognized
when paid rather than when the obligation is incurred. Accordingly, the accompany-
ing financial statements (cash basis) are not intended to present the financial posi-
tion 9nld results of operations in conformity with generally accepted accounting
principles.

In our opinion, the financial statements (cash basis) referred to above present
fairly the assets and-liabilities arising from cash transactions of the National Com-
mittee to Preserve Social Security as of December 31, 1983, and the revenue collect-
ed and expenses paid during the year then ended, on the basis of accounting de-
scribed in Note 1, consistently applied.

Our examination was made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The schedule of functional expenses (cash
basis) is presented for purposes of additional analysis and is not a required part of
the basic financial statements. Such information has been subjected to the auditing
procedures applied in the examination of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial

-gtatements taken as a whole. ’
: PricE WATERHOUSE.

NATIONAL COMMITTEE TO PRESERVE SOCIAL SECURITY—BALANCE |
. SHEET (ACCRUAL BASIS) AND STATEMENT OF ASSETS AND LIABILITIES
(CASH BASIS) AS OF DECEMBER 31, 1983

Acordal - cosh Basis
- ASSETS .
Cash $40,421 $40,421
: LIABILITIES AND FUND BALANCE
_Payable to public relations firm (Notes 1 & 4) $517,374
Payable to direct mail firms 899,064
- _Accounts payable . 6928
Note payable (Note 3) / 25,386 $25,386
Total liabilities : 948747 25,386
Fund balance (deficit) (908,326) 15,035

$ 40.421 $40,421
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STATEMENT OF LOSS AND FUND DEFICIT (ACCRUAL BASIS) AND STATE-

MENT OF REVENUE COLLECTED AND EXPENSES PAID (CASH BASIS) AND
CHANGE IN FUND BALANCE FOR THE YEAR ENDED DECEMBER 381, 1983

Agerual  Cagh Basis

Revenue:

Membership dues and public donations $1,707,685  $1,707,5636
Operation expenses:
Direct mail costs 1,687,285 927,925
Postage....... 945818 688,740
Professional fees : 78,364 71,441
Othér administrative costs 4,394 4,394
- 2,615,861 1,692,600
Excess of revenues (expenses) (908,326) 15,036
Fund balance at beginning of year -0- -0-
Fund balance (deficit) at end of year . $(908,326) $16,035

STATEMENT OF CHANGES IN FINANCIAL POSITION (ACCRUAL BASIS) AND
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES (CASH BASIS)
FOR THE YEAR ENDED DECEMBER 31, 1983

Aﬁ:‘;‘f:} Cash Basis

Cash provided (used) by:

Operations—
Excess of revenues (expenses) ($908,326) $15,035
Add (deduct) items not affecting cash in the period:
Payable to public relations firm 517,374
Payable to direct mail firms 399,064
Accounts payable 6,923
Notes payable Ny 25,386 25,386
Cash at the end of year provided by operations $40,421 $40,421

NATIONAL COMMITTEE TO PRESERVE SOCIAL SECURITY (A DISTRICT OF
COLUMBIA NONPROFIT CORPORATION)

- Nores To FINANCIAL STATEMENTS
NOTE 1.—NATURE OF OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES

Nature of operations ,

The National Committee to Preserve Social Security (the Committee) is a tax
exempt organization deriving its revenue Principally from annual membership dues.
The Committee was Oganized to provide a system of support and education to
heighten the public’s awareness of the need for the continuation of America’s Social
Security program. o
Significant accounting policies /

Basis of accounting ‘

The fqgeneral accounting records of the Committee are maintained on the cash
basis of accounting. Accrual adjustments necessary to conform to generally accepted
accounting principles have been given effect in preparation of the financial state-
ments—accrual basis. The Committee also prepares financial statements on the
basis of cash receipts and disbursements; consequently certain revenue and the re-
lated assets are recognized when received rather than when earned, and certain ex-
penses are recognized when paid rather than when the obligation is incurred. The

- financial statements——cash basis are not intended to present the financial position
and results of operations in conformity with generally accepted accounting princi-

ples,
The difference between net income accrual basis and net income—tax basis for
the year ended December 31 1988 is as follows: :
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Luss—accrual basis : $(908,326)
Less—oxpenses accrued at yearend for: '
Public relations firm N 517,374
Direct mail firms 399,064
Other accounts payable 6,923
Net income—cash basis. $15,0856

, Income taxes

The Internal Revenue Service has determined that the Committee qualifies for
tax exempt status under Section 501(cX4) of the Internal Revenue Code as a publicly
supported organization, Accordingly, no provision for income taxes has been reflect-
ed in the financial statements.

Membership dues _

‘Membership dues are recognized as revenue when received and are renewable on

an annual basis. .

NOTE 2.—RELATED PARTY TRANSACTIONS

During the year, certain officers provided legal, accounting and other administra-
tive services to the Committee through businesses owned by these individuals.
The following summarizes, by area, fees paid to related parties.

Accrual - Cogh Basis

Basis
Legal exp $66,970 $66,461
Accounting expenses 159,647 159,647
Other 8,237 1,830

$234,854 $2217,938

NOTE 3.—NOTE PAYABLE

- The Committee has an unsecured note payable due its public relations consulting

firm in the amount of $25,386. The loan is non-interest bearing, unsecured, and of
indefinite term. Management intends to repay the entire amount when the Commit-
tee’s working capital is considered sufficient to maintain operations which is expect-
ed to occur during 1984,

NOTE 4.—LONG TERM COMMITMENTS

The Committee has entered into a 19-year agreement with a public relations firm
which will provide consulting, production management procurement, and other re-
lated services in connection with the Committee’s public relations direct mailing,
and media activities. Under the terms of the agreement, the Committee will pay a
management fee of 17.5% of the value of services rendered by outside suppliers to
_ the public relations firm for activities related to the Committee.

NOTE 5.—SUBSEQUENT EVENT

During the first %uarter of 1984 the Committee collected sufficient membershi
dues to pay the liabilities accrued as of December 31, 1983. ,

SUPPLEMENTAL INFORMATION SCHEDULE OF FUNCTIONAL EXPENSES
CasH Basis

Operation Expenses
Program services:

Education $696,394
Legislation 435,971
* * Research............ 30,652 . ) .
$1,163,017
Fund raising 411,728
General and administrative 111,765

Total operation expenses $1,692,500
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Price WATERHOUSE,
June 23, 1989.

BOARD oF DIRCTORS,
National Committee to Preserve Social Security

Report and Financial Statements, March 31, 1989 and 1988

REPORT OF INDEPENDENT ACCOUNTANTS

In our opinion, the accompanying balance sheets and the related statements of
revenue, expenses and changes in fund balance and of cash flows present fairly, in -
all material respects, the financial position of the National Committee to Preserve
Social Security at March 31, 1989-and 1988 and the results of its operations and its
cash flows for the years then ended in conformity with generally accepted account-
ing principles. These financial statements are the responsibility of the Organiza-
tion’s management; our responsibility is to express an opinion on these financial
statements based on our audits. We conducted our audits of these statements in ac-
cordance with generally accepted auditing standards which require that we plan
and perform the aadit to obtain reasonable assurance about whether the financial -
statements are free of material migstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial state- -
ments, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We be-
lieve that our audits provide a reasonable basis for the opinion expressed above.

PriCE WATERHOUSE.

BALANCE SHEETS
March 31,
1989 1988
ASSETS

CaSR 1t e e bbb s st bbb s b n $3,899,634 $673,722
Accounts receivable .. 145,396
Prepaid exp 199,222 99,479

Total current assets " 4,244,252 * 173,201
Receivable from related party 708,789 705,593
Fixed assets, net 321,367 305,332
Other assets 1,600 1,600 -

Total assets $5,282,008  $1,785,726

LIABILITIES AND FUND BALANCE (DEFICIT)

Payable to direct mail agency $1,178,462  $1,272,144
Other accounts payable and accrued liabilities 2,182,344 1,380,375

Total current liabilities - 3,360,806 2,652,519
CommItMENt ...t s
Fund balance (deficit) 1,921,202 (866,793)

Total liabilities and fund balance........ - $5,282,008 $1,785,726

STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN FUND BALANCE

March 31,
1989 1988
Revenue:
Membership dues and contributions $38,655,7141 832,564,152
Advertising income 786,148 610,796
Investment income 96,309 64,074
Other income 28,614 30,170
A Total revenue . _‘:}9,366.'712 33,259,7"91'»
Expenses:

Program services: ‘
Education 8,880,880 1,583,315
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March él,

1989 1988

Legislation.......... 18,818,162 11,204,072

) Total program services 22,699,042 18,787,447

Supporting services:

Fund-raising 4,113,982 8,993,063
Professional services 182,409 903,178
Salaries, wages and benefits 526,309 368,618

Other administrative costs 8,696,975 9,020,552

Total supporting services 14,079.676 14,285,411

Total exp 36,778,717 33,072,858

Excess of revenue over exp 2,781,995 186,933
Fund deficit at beginning of period (866,793)  (1,053,726)
_ Fund balance (deficit) at end of period $1,921,202 $(866,793)

STATEMENTS OF CASH FLOWS
Year Ended March 31,

1989 1988

Cash flows from operating activities:
Excess of revenue over expenses $2,787,995 $186,933
Adjustments to reconcile excess of revenue over expenses to net
cash provided by operating activities:

Depreciation 83,133 56,441
Increase in accounts receivable (49,113) (195,664)
Increase in other assets (199,222) (232)

(93,682) {544,583)

Decrease in payable to direct mail agency i
Increase (decrease) in other accounts payable and accrued ex-
P 801,969 (858,337
Decrease in refundable contributions (83,701)

Net cash provid;ed by (used in) operating activities..........cvnineccisirinns ‘3,331,080 (939,143)
Cash flows from investing activities: Purchase of fixed assets... . (105,168) (197,391)
Cash flows from financing activities: Payment on long-term payable

to direct mail agency (734,700)
Net increase (decrease) in cash 8,225,912 (1,871,234)
Cash at beginning of year 678,722 2,644,956

Cash at end of year $3,899,634 $673,722

NOTES TO FINANCIAL STATEMENTS
NOTE 1.—NATURE OF OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES

The National Committee to Preserve Social Security (the National Committee) is
a District of Columbia non-profit corporation founded in 1982, derivinrlg its revenue
-principally from membership dues and unrestricted contributions. The National
Committee was organized to provide a system of support and education to heighten

the public's awareness of proposed legislation and Federal Government activities
which impact America’s Social Security program. .

Significant Accounting Policies “}
Basis of accounting 7 : L
The financial statementstre prepared on the accrual basis of accounting. Cer-
tain amounts from the prior year have been reclassified for comparative purses.
/ Allocation of direct mailing costs
The National Committee allocates the expenses incurred for direct mailing
among education, legislation, fund-raising and administrative services based

upon the percentage of material in each mailing related to the particular serv-
ice as determined by content analysis. .
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Income taxes ‘ -

* The National Committee is exempt from Federal income tax under Section 501

(cX4) of the Internal Revenue Code as a publicly su;l)‘ported’brganization‘. The
revenue derived from the sale of advertising during the years ended March 31,
1989 and 1988, which is considered taxable as unrelated business income, was
offset by related expenses incurred. Accordingly, no provision for income taxes

~ has been reflected in the financial statements.

Fixed assets consists of the following:

Fixed assets ‘ ‘ -
Fixed assets are recorded at cost. Depreciation is provided using the straight-
line'method over an estimated useful life of seven years for furniture and five
years for equipment, leasehold improvements and autotnobiles.

Statements of cash flows
In November, 1987 Statement of Financial Accounting Standards No. 95, State-
ment of Cash Flows, was issued. The Statement requires that a cash flow state-
ment be presented in place of the statement of changes in financial position.
The National Committee adopted this Statement in fiscal year 1989 and restat-
ed fiscal year 1988 for comparability.

NOTE 2.—FIXED ASSETS

March 81,
1989, 1988
Furniture $207,617 $195,230
Equipment 274,174 185,427
Automobile ; 12,039 12,039
" Leasehold improvements 7,680 ' 4,246

502,110 396,942

Less accumulated depreciation 174,743 91,610

$327,367 $305,332

NOTE 3.-—RELATED PARTY TRANSACTIONS

The National Committee to Preserve Social Security Political Action Committee

(the PAC) is a separate segregated fund of the National Committee which is admin-
istered by the National Committee directors and employees. The National Commit-
tee paid administrative expenses of $370,366 and $276,335 on behalf of the PAC in
fiscal 1989 and 1988, respectively. Although the PAC is not required to reimburse
the National Committee for these payments, its intention is to do So out of excess
funds as approved by the PAC’s Board of Directors. At March 31, 1989 and 1988,
receivables of $708,789 and $705,598, respectively, were due from the PAC.

NOTE 4.—PAYABLE TO DIRECT MAIL AGENCY

During fiscal year 1987, costs of $979,600 were incurred related to a mailing which

was planned but cancelled prior to mailing. In settlement of costs related to this
matter incurred by the direct mail agency, the National Committee agreed to
agsume a promissory note obligation of the agency. Such note was paid in full
during fiscal year 1989, .

NOTE 5.—ALLOCATION OF JOINT COSTS

The National Committee has incurred certain costs for informational materials

that included fund-raising appeals. These costs were allocated to the following pro-
grams andgservices:

Year ended March 31,

, 1989 ‘ 1988
Education $6,647,218  $5,874,718
Legislation 10,780,166 1,832,182
Fund-raising 4,173,982 8,993,063

" Other administrative costs 3,986,883 2,475,689




- Year ended March 31,
1989 19088
$25,488,243  $20,175,602

NOTE 6.~—COMMITMENT

_ The National Committee leases office space under an operating lease. The follow- ‘
ingisa schedule of future minimum rental payments.

Year ending March 31
1990 $731,035
1991 731,035
1992 731,035
1993 767,941
1994 767,941
Thereafter 2,303,823

| $6,032,810

NOTE 7.—RETIREMENT PLAN

The National Committee has a noncontributory, defined contribution retirement
plan which covers all employees meeting certain minimum employment require-
ments. Contributions to the plan, which are funded annually, are determined by the
Board of Directors and are limited to a maximum of 5% of eligible employees’
" annual earnings. Pension expense was $31,805 and §$9,604 in fiscal 1989 and 1988,

respectively. :

NOTE 8.—OTHER ADMINISTRATIVE COSTS

Other administrative costs include the costs of mailings allocated to administra-
tion, the costs of advertising in the National Committee’s newspaper and the non-
wage and salary related costs of the National Committee’s Washington office. These
costs are as follows for the year ended March 31, 1989:

Costs of mailings allocated to administration $4,957,986
Costs of advertising 1,446,376
Washington operations costs:
Public Affairs Department .......... $380,230
Administration and Human Resources Department 457,899
President’s Office 103,728
Member Relations/Grassroots Department 66,286
Government Relations Department 31,493
Policy and Research Department 15,304
Board of Directors and Qutside Treasurer 475,159
Rent and other 662,514
__ 2192618
‘Total other administrative costs ; $8,596,975

. NOTE 9.—SUBSEQUENT EVENT . T

Subsequent to year-end the Board of Directors voted to change the formal name of
zhe organization to the National Committee to Preserve Social Security and Medi-
are. -

28~7T13 0 - 90 - 5
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report Enter the total expenses attributable to esch program service and the amount of
grants and Juantiy that total. (See for PartliL.) -

Form 990(1988) 0&2
o St tol
3 m '_lm'mn of sor;;(gpmmummowmw. umﬁ)&).mm 208 required “.l:vmuem)u
include amoun it "
O, Bt e tspeported onnes Wiew | e | ONTET | O fuaee
22 Grantsand (sttachschedule). . . .
23 Specific assistance toindividusls . . . . . .
24 Berefitspaidtoorformembers. . ., . . ° T PPPIIT)
25  Compensation of officers, divectors, etc. . . . . [ XL lerid "
e AR B 71 7 e L1
27 Pensionpiancontibutions . . . . . . N . A— k1AL
28 Otherempioysebenefits . . . . . . . . .| 125,113 | 020
29 Payolitaxes. . . . . . . e | 129,292 | 98,262 31,030 —
30  Poofessionsifundraisinglees . . . . . ]
an fees. : . . .. ... . % ’
32 Legatfess . . . . . e
34 Telephore e 42,093 ]
35 Postegesndsioping . . L. L [ 5.766.605 | L P
36 Occupancy . . . . . . . . .. L 752.968
37  Equipment rental and maintenance . v b 78,064 | )
38 Printiog and publications . . . . . . . . w&m%’:%’““’
39 Tave . e e e 229,729 229,129
40 Cont andmeetings . . .| 76,874 | 76,874 ] I
41 nterest . . . . . . e e 41,165 [ AL 165 |
42 Depreci otc. (attach ). . 83,133 83,133
43 Other expx a
b 4,113,318 | 2,395,001 | 1207|499, 01
. =
d
(]
1
Y it e e o as 22 hroudh 430 | 34,986,429 | 21,253,310 | 9,664,696 | 4,068,423
Statement of Program Services Rendered
thu&h“wmmumﬁmmmawwd.mm Mwmmmm)amd(s),aw © rtone

8 12,799,759

b infoms. 168 mbui """ 1t adve
mummm&m mwﬂdmﬂmt ities vl mwact ] &
individual, congreasien’ s, and senator's «18,453,551

affacting. ior citizens

................... (Granlsamfa T 1
« Other program service activities (attach schedule) {Grants and allocations §

1 Totalfadd hines a through e) (shoutd egual tine 44, m'umrw (1))

)
21,253,310




86

Feren 990 11988} ij
[Part1v] Progums.m«kovonuundORh«Rmnm(Slalomlun.) . .
'armlmmmm.m..... ......... =
LI cerabedrsiiatanad
<
]
. . evrace
! % ¢ on bine
_J.Immwjmmgum.mnh -
Balance Sheets uhlfﬂwm&%im%mmmg%wmnmmmnw
e End of your
Nete:  Columns () and (D).ore optionsl. Cokumvas (A) and (B) must be vy
M‘Zgﬁ‘wwmmm olyesr - @t |©, : 3/
43 -besring - 689,420 { 3,862,831
Cash—noninterest- e e e e s e e T
46  Sevings and temporay cashinvestments .-, . . . . .
47 >
minus for doubth »
48 Pledges >
minus atiowsnce for doubtful >
49 Gramsreceivable . . . . . .
50 ammmmmmmm« wm
M«l(a mduh) R N
pll-odicondwiririorict poel e 688,423 | 716,997
852 Inventoresforssleoruse . . . . o L . . . . L.

83 wwwmw e e e e e
84

s6 (attachschedule) . . . . . . . .
87 buildiags, 304 [ L —
SERET T [ el w
[ » . ’
R s frmes ey T TR T TS
Ulabilities
60 Accounts payableandaccruedexpenses. . . . . . . . 3,249
61 cmmu. ........ PPN
62 igr for future peri heduk
63 Loans from officers, directors, m.s.mmmwyeu
(attachschadkde) . . . . . . . < ... o.o. ..
3,289 o
FHMBM«NQQWMI!
[/ that use fund ng checkhere » [] and
complmmvwmwmuwn
67a Cumentunrestrictedfund . . . . . . T . . . . .
b Curentrestrictedfund . . . . . . . . .
68  Land, buildings, sndequipmentfund . . . . . . . . .
69 Endowmentfund . . . . . . . . . . ... ..
70  Other tunds (Describe >
that do nat use fund check here >
and complete lines 71 through 75,

71 Capital stock or trust principal |, .

72 Paid-in or capital surplus . . .
73 Retaned earmings or accumuhted income .
74 Total tund balances or net worth (see instruc:
25 Tanarhandtes 307 utd Dalanceg ket et 1zae e e




<. Bobert COon e .iicaianan.. PR,
Pondtield-Rd. Bronarille,NL.Y. 10708

intaln
189 -The buoks sve i careof » JOSEPH FAIELEH teopnetas

86

Form 9901\ 2ate 4
Officers. Directors. and Ttustses (Lj: one wh 3 £ 1o instryctions.
® . (A Naesna sodress (9 Tice " © (o {0 Esveran
: -u:m mu A 14 emoloyee ACouNt 4na ethet
!, . Joges Ragsevalt....................| Chaixman/ 97,500 © .| 40,208
567-san_tiocolasDrive. Hewpar ch —'MI

Secretary 106,376 ‘ 6,047

-.o.Bruce . .Sumer ... ......... | Vigs Cadmen/[ 3, 11 | 11,808
veene.DANA RO .cciiiiiiiniennaee.. |  Treasurer 132,000 560

1 Adsvay-Ave,Costa-Mesa,CA.02626. . | :
38,248 : °

76 Hammhmmdhwmmmmmhmmmmmi .......
1t**Yes,"” attach 8 detaiied description of the

”n changes been made in the b tolRS!

) I"’YWMCW mdnm -

78 nmmmmmmwmw»mwa«mu mw(tmmm).m
NOT reported on Form 990-T, attach a yOUr on Form 990-
.wmmmmmmmmm«am«mmmmmwmmr X
all"Va.”mmMammmrmmr mommwnmmmm,mmmn Y

79 Wastheres di ¢ or g the year? (See . X
Il 'YOS“I(BCHI as inthei

80 I:m-ovpnmuenrohud(mmnwameiaﬂenwﬂaamwo«mbm«mmnm)m

membersnip, governing bodles, 3. . LR
1t "Yes, "-&e:m»?m«m"o“:mtmum>,‘__a,§:?9nal Equtgee“g B:e&s“rve

Social. s ity..=..RAC “and chec ck whether itis {Z exempt OR [ nonesempt.
8134 Enter amount of political expenditures. direct or indicect, a8 ibed in the i N R |
b Did you file Form 1120-POL. U.S. Incoma Tax Retum tor Certain Political Organizations, for thisyear? . . . . .

82 Did your organization receive dmodsmu«muuolmnm e«dmw!aamualmchmoua
substantisily lessthan falrrentalvatue?. . . . . . . . . . . ., , . ., ., .

11 “Yes.” you may indicate the value of these items hm 00 not include this smount as snopoct
in Part§ or 45.4n expensa in Part 1, See instructions for reporting in Part I .

83 Section 501(c)5) or (6) ~—Did the
opinion about legk ters or ref 7 (See

mnd | any amomm in lﬂempts to influence public
i ection 1,162.20(c).)

11Yes.” enter the total amount spent forthispurpose . . . . . . . . . . . . . .
84 Section 301(cX7) ~Enter: & Initiation f s 0

inciuded on fine 12,
b Gross receipts, included infine 12, Mwﬂnmoﬂdwm(&oimmm) .....
cmmdw!mmmmmml«nnywmm provide for
because of race, color, or religion? (See instructions.) . . .

.. o ! e instructions.) P . .
8 Grossincome received from members or shareholders . . . . . . . L .. L L L .

bGmmwmmmw(«mmMGW«mmommnu .
against amounts due or received from them) .

86 Public interest law firms.—Attach inf
87 LUistthe states with which a copy of this return is filed » ....S& Stot,..3
s oudnlmhwlyutdidyoo

Locatedat > 315 1. ALENAY. AV qgsgwmau."&"ﬂ&%z‘sm'm-‘-lo

90 Section 4947(a)X(1) trusts filing Form 990 in fieu of Form 1041.—Enter the amount of ux-exemﬂ interest received or
mmaummmmr. s e e

umwlcoummw- thes return, nciudeng 40 statements. wummunww
Please w:-mmw

s‘ tibed
Hon }W In::/zle‘\ }:ma -

Oate
Paid bt ’ Joseph R}Asom Accountancy Corp. q.20-§1 | enscrt e =
Preparer's I
UseOnty | i N 316V Aivuny Sve.. H-7 fonse
473 adarels aera e o

BEST AVAILABLE COPY
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. UNE 43-OTHER EXPENSES
CAGNG

87

1,384,967
1,149,603
861,290
19,540
23,229
23,804
62,100
30,861
122,204
210,803
73,468
1,073
2,769
14,470
60,507
10,252
43,310
18,672
1,603

909
3731189
STMT.A :

PROGRAMSERVICE  MANAGEN.  FUNDRAISING

908,484,

764,083
564,084

144,239

2,769

18,572

P
2,393,081

National Committee to Preserve Social Security
Washington, D.C.

52-1274534

Part VII - Line 87

Connecticut

Georgia
Hawaii
Illinois
Maryland

Minnesota
New Mexico
North Carolina
Ohio
Oklahoma
Pennsylvania
Rhode Island
Tennessee
Virginia
Washington
West Virginia
Wisconsin

Washington, D.C.

285,314
236,029
177,434
19,540
23,221
23,604
62,109
30,861
122,204
45,300
73,466
1,073

14,470
60,507
10,252
43,310

1,693

1,221,377

101,179
158,691
118,802

30,354

IWo.776

990
3-31-89
Stmt. 3
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Exempt Organization Buslnéss Income Tax Return
w 990-T s

OMB 1o 15430687
Satab Elalh ol

R (Under Saction S11 of the Iaternal Reveane Code) For caiencar year 1988 ¢r othes taa year 1}@ 8 8
Oupariant of the Ireewery wpeews ... AOKARD........ 1988, snd ancwg . Mazch 31 .......... 19 89.
of
Na Comittee to Preserve Social Security e -
":"' Wwwwﬁo box tf mad is not deirvergd 10 street a0dress) 52 *1274534
Printor K Street, N.Wi., 8th Floor stnmwmmwmmmmtymu
y0e o tawn, state, 403 TP code 7 o the lastoage of
» D.C. 20006 730 | 6385
G _Checkboxifaddresschanged. . . . . . . » 0 twempt under section P O
. . rust ) trust
numMber (see instructions for Block FYB> =
1 the warelated trade or business Incoma is $10,000 o« less, complete onl lmmullon 0 2, and 4gA the retura,
— - ] oﬂu% ol ““hlu:‘v am”h}'u t“z' 'sto.ooo
1 Ummmammmmmmumunp,,_,,,,,,, ) e
2 1008) Parts | and If inst Mllmllt.S.lM‘H
l mmwmwﬂom....,..............
3 Unrelated business taxsdle income before specific deduction (subtractline 2from line 1), . . .
i 4 Specificdeduction(sesinstructions) ., . . . . . . ., . . . -
8 Mwmmmm«u:\umumsammmmmﬂmaz,
il § poy . wmma.mumw«m . T
omnlaﬁml’mm s Corporations (see | (omuompumlon)
[ ] 1861 and 1863)~~Check here: () and:
[ mol:.mmuws‘oooolmmmlounwmmimmrmmmmr
. [
| g e voursnar of he sna 8%t ot t0 ascn 11750 LL_..___.J__I 0
.! ‘rmm'l'mbhat'rrammmt(un Al mm: putatl :- . 0
92 Foreign tax credit (carporations attach Form mt.zmimrmum
b WM(mMWM) G e P
amru  mChck it O pormas
Form 3468 Form 6478 form 6768 Form 8586
d Credit for prior year minimum tax (attach Form8801) . . . . . . . . . . . . . . . ﬂ
10 Totsl(addlnes9athough®d). . . . . . . . . . . .
11 Subtractiine 10froméneYorline8 . . . . . . . . . .. .. ... 1 o
J | 12 Recapture taxas. Checkit trom: O ronnmso r«mmx ...... P .
138 Aternative tax o, reeees HA36
14 Tots!Tax(eddines 11,12,8nd13¢) . . . . . . . . C C A
‘1 18 Payments: 2 1987 overpayment creditedto 1988 |, |, |, | |
b 1988 estimated tax psyments . P I 1 1]
! ¢ Subtotal(edd Nnee 18aand180) . . . . . . . . . . . . |38k
4 Taxdeposked with Form 7004 orForm2788 . . . . . . . . .
¢ Foreign organizations==Tax paid or withheid st (sen i th
{ Other credits and payments (see instructions) . . . . . . . .
1 rmlcmmmumm(mummmmm .............. 16
17 Enter sny penalty for underpayment of astimated tax. Check > (O it Form 222018 R Y
ll Tuouo—llmtwloﬂlmlhndlnmwmnllmle.cntoumwntm ..... | J Y a
Overpayment-—Ifiine 16 is larger than the total of lines 14 and 17. enter amount overpaid . . F 1
— ;g at_Credited t ma x > efun T
Ploase | o borce came e ety «mmmummhwmmwﬂga m&‘..‘“n‘..'%‘é,‘!.‘-’."«.q. geand
Hon : LILILN )mm.____—
AN, Bate tle
M Oaste Pravarer smwlmun no.
:l.::lm'! ) Ml A ]wm | 8" o5t
_rm o €.1. No.
Use oy vamlmomm} y Ave 4 -2, Costa Maga CA | 2P code > ggq
~ Fer Paparwork Reduction Act Notice, see page | of Instructions,

BEST AVAILABLE COPY

Fam 99\0.T 4988
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Form 990 1{1988)

Page 2
lm’l Unrelated Trade or Business Income 82
1a Grossreceptsorsales _......, ...bLessreturns and allowances ... Balance b | d¢ | 17,008
2 Costofgoods sold and/or oparations (ScheduleA) . . . . . . . . . . . . [
3 Grossprofit(subtracthne 2 fromline 8¢} . . . . . . . . . , . ; 3
48 Capital gain net income (attach Schedule 0) (see
b Netgain(loss)from Part il Formd4?97 (attaches®) . . . ., . . . . . . . . e e s
¢ Capitatioss deduction fortrusts . . . , . . L P L.
§ Income (loss) from partnerships (sttach statement) . . . . . . . . . e
6 Ronuncomo(Scmulac) e Lo
7 (8ted dedt-fi d Income (S Eunoz). C e e e e e e PPN
8 lnmm\om Iincome of a section 501(cX7), (9), (17), 01 (20) oqlnluﬂoﬂ (Schtdula r; .
9 Interest, annuities, royaities, and rents from ¢o g e G) .
10 Exploited exempt activity Income (Schedule M) . . . . . . . . . . . . . ... . . LIO
11 Advedtisingincome (Schedule |, Partill, ColumaA) . . . . . . . . . . ..o .. . L
12 Otherincome (see forline J2—attachschodule) . . . . . . . . . . . . . . . [AR

13 TOTAL--Unrelated trade or business income (add lines 3through 12) . . . . . . . . . . . . 113]
m Deductions Not Taken Elsewhere (S8ee instructions for [imitations on deductions.)

Excopt for contributions, deductions must be directly connected with the unrelated business income.

14 Comp of officars, d andirustees (Scheduled). . . . . . . . . . . . ..
18 SalariesandwaBes . . . . . . .. e e e e (A8
16 Repairs(sesinstruetions). . . . . . . . v . . 0 0 .3
17 Baddedts(seeinstructions), . . . . . . . L L L 0 0 s e e
18 Interest(attachschedule) . . . . . . . . . . . . . .. - e
19 ToXO. . . . . e e e e .
20 ¢ (890 Instruct e —
21 Depracistion (sttach Form48€2). . . . . . . . . . . . .. L2l -
22 Lessdepraciation claimed in Schedule Aand elsewherecnreturn . . . . L228 22b
23009!'“0'\.......4......,.,,... . —
248 Contributions to deferred ion plans (see | Y RN I 111 -
b Employes benelit programs (see
28 Other deductions (attach schedute) . . G e e e e e 2y
28 TOTALDEOUCTIONS (add lines mmugm) e e e e e . 26
27  Unrelated business taxable income before aliowabdl ertising loss (subt unozemfnum 13) . 127 1
28 Advertising loss (Schedutet, Partlli, ColumnB) . . . . . . . ., . . . [2€l5sg
29 Ummodwunmunblﬂncmbolounolopmtlnuoudoduetlon(womc!llmunomllmzn (30 1(539,82¢
30 Net g loss deduction (see i _Iar
3 Unmmdbuunmuumlncmbclmspocmcdoducuon(lubmnuno,wnomun029) oo .| 31K8539,826
32  Spacific deduction (see instructions forline 4 ofpagel) . . . . . . . . . (37 -
3 Unulmd x;umu'umumm(mmc:nmaz from line 31 " uno 32 lumm"m\ llnc 3! cnm E
0 0 M Y

1 lmomoryltu(mnlnlo'ym 6 lnvel y atend of yesr, .
2 Puchases . . . . . . . 7 Costof goods said and/or oparations.
3 Costoflaber . . . . . Subtract line 6 from line 8. (Enter
48 Additional section 263A “m here and ontine 2, Partl) .
sftachschedute) . . . . . L4a 8 0o the rules of section 263A (with lmm:t to
b Other costs (attach _4_! property o d or acquired for resal [{

8 TOTAL~-Add lines 1 throu Mb the L
RN tatements Regarding cmaln Activitles and Other Iniofmaﬂon

1 Atany time during the tox year, did you Aave an Interast In or a signature o othet wlhomy ovtr 2 financial account in & foreign country (suchas s [ Yas
Bank sccount, sacuritus account, or other financial sccount)? (See page 10 of tha instructions for axceptions and filing requiremants for 10 F 90-22.1.) -
1£ *Yas,” write Inthe namae of the foreign country » o . . !

2 Ware you tM grantor of, o transteror to, 2 foraign trust which enisted during m mm\l m mn wmw o ml you m cny umimn inmm w nl' ‘
11Yes," you may have to file Forms 3520, 3820-A, or 926,

.3__Enterthe amount of tax-esempt interest received or accrued during the tau year »

Joseph Ransom,CPA

T e N ed _ Memnme > (718 546-1040
Costa Mesa

1n¢ 000N B0 1N 6376 5 B




Form 990 1 (1988)

.

Suge 3

SCHEGULE C—RENT INCOME FROM REAL PROPERTY AND PERSONAL PROPERTY LEASED WITH REAL PROPERTY

{see (nstructions for Part

t tine 6)

1, Oescrption of proosrty

2, Rent cecomnd
o accrund

2. Percent

otreny
for oaes

braoen,

%
— &
%
7. Sompite for TN aniry 1 colomn 3 s Mor than 5%,
m’&;w i 8. Comlete for any e ol the entry n colume 3 i more than 10% Dut Aot mors (han S0%
{9) Osductions cirectly con. ) income nchuddie Mun?m Oeduct convected wih | (¢) ncome ncludets (!
u«u«wm’w» (C&u!:mmm» “ wmf“ s u‘u.o:ymmm' o) mumas cotoma 5(0))

an llno 6 Pml pﬂc

3. Oeduction connecied wih of SIOCHN4
1, Gross income frem 10 6ot
1, Oancoption ol dedt.fnanced preperty [ 10 dodt:

ke it | Cleeiendr

1
4, Amount of avers| §, Aversge sdjusted bass | & Percatage 3. 9. Net ncome | g]

2cquitI0n iNdeNed cabeaness on of of ahocable {0 which ¢ol. m(cuxm (Cokuma 6 x totalof coumng | wichuane (Columa
gugg.ﬂ".mlw)c omJMW :.“‘ e oty . ! o) and X3 conmnd)

2 Total(enter here and onlina 7, Part |, page 2
3_Total dividends-cecaived deductions includ

'OME OF A SECTION 501(c)(7), (9), (17), OR (20) OR(

SCHEDULE F—INVESTMENT IN

in column 8

GANIZATION

(see tastructions for Part |, line 8)
Amount 3 Beducions 4. Net inves Vi | & Sarcestomt
Lo - '("Aﬂ:’n‘ v, | sy | tnihinesde) | mELACSCOD
Y
Totai(entérheieandonline 8, Parl. paged) . .~ . . . . . IO,

SCHEDULE G-—INCOME (ANNUITIES, INTERE#T. RENTS AND ROYALTIES) FROM CONTROLLEO ORGANIZATIONS

(ses Instructions for Part |, fine 9)
ofcon 4 umcwmwuumlm
2, Gross mcome trolling orgarntation b) Tasabig ecoma ()
1, Name and 80dress of controded organaton(s) {rom controtied mrm»“c:zmloe with (8) Uvelaleg ‘ ) m"aﬁ 'mml
(] column 2 business lirabie g«m « ;
scheduie) ncome smovat i ¢ ‘ (uq‘:;cu
%
%
X
s Ty | ‘ATt | g | 4 woocone s
iuma 2 x ¢ ¢
[0) h:‘:mnm SN N COlUMA (), ‘2«» <ot (2) or column (¢ (meu columa 8¢)) (Cotumn § munus comn 7y
WAKAIYEL 1 MONE A8te0l (9)
%
% -
il

Tirat g ¢

artent ouets b




Form 990 1(1988) Page 4
SCHEDULE H—EXPLOITED EXEMPT ACTIVITY INCOME, OTHER THAN ADVERTISING INCOME
(see Insteuctions for Part |, line 10)
2, Gross 4 ncomd | 8. Grogs income 7. Excets mmu
% ' deecty conn lrom ureecsted | from sctty that [ & Eavacset fuawnses 8. Nat
esoloed sctrmy o e 2%'2:5«; Jratuvedted | 4CUR0 |80 rotmaie ;:m (s oo )

Total (enter here and on line 10, Part |,

(14 !

82), . . . . ... ..
ncome From Perlodicals Reported on a Consolidated Basis
s
1. Nama of pariogics! oL e Pt Oo
eama® ot = o o 3,8,
3 [X X
Saving Social | S0d7.
——fgouEity ]
Totals. . . . . . ; 6.833)
neome From uolcnno 0!
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National Committee to Preserve Social Security ‘ 990~-T
wWashington, D.C. 3-31-89
52-1274534 Stmt.2
. .
Part II «Line 30 Net Operating Loss: )
' 3-31-86 588,564 '
3-31-87 1,028,524
..3-31-88" 702,821

3-31-89 %39,923 \ '
Available 3~31-90 ’ B

The organizution elacts under IRC Section 172 to carry over net
operating lossas to future years.
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Netional Commitiee 10 Preserve
Socal Securly and Medoars TABLE!

Summary of FY 1089 Recsiple and Expenses
Source: FY 1969 Form 900
Legisiative
Education Advocsey Fund-Raising Administration Total

wreessone PPTTTT YT arraseres eravencee seserneae

TOTAL RECEIPTS 38,213,600
\
QOBTS OF OCOMMUNICATIONS TO MEMBERS
(se0 TABLE )l for est¥meted costs by type of
ocommunication.)
Printing and Publicaton 3,704,689 5,004,008 2,030,600 14,710,016
Foos 10 1,300,337 217,007 49,421 $.420,092
\ Arwork preparsd by NOMO 18,231 6,201 48,87
Postage 2,200,478 702,908
ewn; §84,041 101,170
Osta 480,080 150,001
List Reniale 344,002 110,002
TOTAL COMMUNIGATIONS COSTS 11,702,410 ¢
OOSTE OF OPERATIONS
o Officers, Di oto. 111,207 111,207 8,877 400,001
Other Salaries and Wages 703,207 703,207 444,507 1,000,034
Persion Plan Oonvibution 31,808 T 31,008
Other Employee Benefis 47,643 47,843 30,027 128,113
Payroll Taxes 4910 49,131 31,030 129,202
Temporary Help 73,400 73,460
Auwnw;‘:m 230,087 230,087
42,100 2.1
Foms 498,438 408,438
Momt. Consul 30,001 30,001
Supplles 204,900 204,300
ol 42,099 42,00
Shipping and Postage 98,014 08,014
762,068 762,906
Squipment & Malntenance 76,004 76,084
Travet 10 Senior Functions Throughout the U.S. 220,729 220,720
Locs! Travel ioArom U.8. Congress Buildinge 2,769 2,769
Conferances and Conventions 76,074 76,074
Interest 41,108 41,168
Oepreciation #3,133 Q1N
Oues & Subscriptions 10,840 19,840
destings with Other Ed A y 23,221 23,231
Orpanizations
Insurance 23,604 23,804
Inetitutional Advertising and Advertising 122,204 182,204
for Job Positone
Taxes & Licenses 1,073 1,073
Professional Development 14,470 14,470
Press Reloases 80,607 $0,807
Services 10 Monikr Congressional and 19,872 83,802 72,04
Media Activities
Truck Maintenance 1,693 1,693
8ank Service Chasges 86,273 7,068 30,384 48,300 210,893
TOTAL OPERATIONS COSTS 907,481 1,007,249 30,384 3,630,329 8,733,477
TOTAL COSTS 0,483,884 12,799,789 4000420 9,004,000 34,000,420
ADOITION TO RESEAVE 3,227,207

cearesnan

93, 1221109, 10:33 AM
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SUBMITTED BY SENATOR DANIEL PATRICK MOYNIHAN

Citizens Against The Catastrophic Health Act Tax

5

C.A.T.CH.A, . ’
202 Lane Court ' b
Sterling, VA 22170 1
Repeal the Act and replace it with a FAIR coverage program

CONGRESSMAN MARK D, SILIANDER

Formee Membue, Seleet Committee on Aglu!u

Subcomniittee un , lncome and Employ

United States House of Reprosemiatives
CATCHA. Uear tr. '
oncens Please sign the enclosed Patition for a FAIR
fets vewn Cataatrophic Health Act.
Fogtes Citizens Against The Catastrophic Health Act
Lt Tax (CATCHA) is conducting this national Petition
e Drive to repeal the up to $800 tax and the

Catastrophic Health Act. We want Congress to replace
it with a fair and honest coverage program for our
nation's senior citizens.

- Congrass calls it a "supplemental Medicare
premium,* but it's really a tax of up to $800 per
person on seniors since avaryone eligible for
Medicare must pay it. Many seniors are already
calling it the "Medicare Tax"...

- The Catastrophic Health Act doesn't cover
one cent of long term nursing home costs;
one of the most crippling costs facing the elderly.

- Yet America's senior citizens will pay up
to $800 per Xear per person or $1,500 per couple.
Next year this tax increases by 10%,

~ Many people who pay the tax will receive
NO benefits: Only 16% will be eligible for
prescription drug benefits and only 7% will be
eligible for certain other benefits.

If you think this bill is unfair, help us
show Congress they cannot get away with this new
tax. Help CATCHA flood Congress with petitions and
letters demanding immediate repeal.

e s, Public support for a repeal is building as
z;:heg&hu people discover the details of this new tax. NOW
]

is the time to protest the bill and CATCHA has
organized this national petition drive 8o you can
register your demand for immediate repeal of the

. Act and the Tax of up to $800 per person per year.

prert-8 Our goal is to force a repeal of the bill by
Continued Over...
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the end of this year, and we can do that if you and enough
concerned people take a couple of minutes to help. Over

the next few weeks and months we plan to bombard Congress with
hundreds of thousands of protest lettérs and petitions.

As a first step CATCHA wants to deliver your signed
petition to the Senate leaders from both parties. If enough
people sign the petitions our lobbyist can arrive at the
offices of these two influential Senators with hundreds of
sacks of- mail with millions of signed petitions.

The bottom line is this: Congress has passed a tax --
but they didn't give seniors the benefits so many need.

Which is why I need you to sign the enclosed petition
to Senate Majorxity Leader, and
Senate Minority Leader,

The people at Citizens Against the Catastrophic Health
Act have made it easy for you., All you need do is sign your
petition and return it, CATCHA will do the rest; with enough
help we can swamp Congress with our demands.

It is extremely important that you also help CATCHA with
a contribution. We can enlist an army of 1,000,000 seniors and
show Congress that we will not stand for this tax hike and that
we demand fair Catastrophic coverage.

This will only happen if people give their financial help.
Please try and make a contribution of $15, $25 or more when you
return your petition. Your contribution will help CATCHA move
forward and contact 8,000,000 seniors, taxpayers and retired
people and ask them to join us in demanding that Congress pay
attention to their needs.

er, Select Committee on Aging:

@ on Retirement, Income and Employment
Member of Congress

97th-99th Congress

P.S, You'll see CATCHA has a solid plan including this petition
drive to 8,000,000 seniors and taxpayers by year-end.

This petition drive targets the Senate leaders from both

parties. Help CATCHA swamp these key legislators with petitions.
Petitions like this stopped the 50% Congressional pay raise,

they can force a repeal of this tax. With your help we can
build our army and keep the telephones on Capitol Hill ringing
off the hook and bury.the Congress with letters, telegrams and
petitions., Please sign your petitions and make a contribution to
help us keep the pressure on Congress for a repeal of the tax.
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A CONGRESSIONAL MAJORITY COMMITTEE
] WASHINGTON, D.C. 20070-2040 -~

Dear Friend,
-~ Fraud., Daception., Lying. Extortion,

These are all orimes. Sgrious corimes,

If you or I committed any of these crimes, wa would be arrested,
prosecuted, convicted, and sent to prison.

But a large group of powerful people are committing all of these
crimes riqht now -- and cﬁoy 're getting away with iti

In fact, there is absolutely no chance whatsoever that any of
them will be arreated or even prosecuted,

I'm not talking about organized orime, international drug
dealers, or insider trading on Wall Street.

I'm talking about the United States Congress!

.. That's right. What the liberals in Congress are doing kight now
with the Mediocare Catastrophio Coverage Program is nothing less than
an outright fraud!

And the victims of their outrageous orimes are -~ as usual -~
the Amorican taxpayers, peoplae like you and me.

Let me explain.

As you know, for the laast saveral months the Congressional
Ma gority Committee has been leading the attack on the latest massive
iberal tax-and-spend scheme.

CMC's National Campaign to Repeal the Catastrophic Coverage Act
has mobilized tens of thousands of American taxpayers to send
postcards to Congressman Dan Rostenkowski, to call the White House,
and to sign petitions to President Bush.

Needlesas to say, this tremendous public outery againgt the
Catastrophic Coverage Act's huge tax increase on America's senior
citizens has caused more than a few waves on Capitol Hill,

Paid for by the Congs { Majority C
Not authodzed by any C

ot ¢ s C
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Page Two

.5 ['m sure you know, the one thing every Congressman and
Senator really worries about is getting re-electedl

But at the same time, the liberals who control both houses of

dongress are determined to do everything they can to hang onto their
latest big government, tax-and-spend program.

80, in order to have their cake and eat it too, they've resorted
to the outright deception and extortion of the American peoplel

Here's what's happened since I last wrote to you:

First, the Senate killed another attempt by Senator John McCain
of Arizona to delay for one year the outrageous surtax seniors have
been hit with -~ a tax that pays for coverage most already havel

Just like before however, they refused to~take a clear cut up~
or-down vote. McCuain's proposal was blocked on a procedural vote.

That way they can still claim they actually support the idea of .
delaying the surtax -- at the same time they voted against it

But that's nothing compared to what the House Ways and Means
Committea just did.
Chairman Dan Rostenkowski, whose first arrogant response was

that senior citizens "are going to have to swallow and accept" the
huge tax hike, apparently is baginning to faeel the heat.

But as I said, he and his liberal cronies are ready to try
anything rather than give up their favorite new tax-and-spend

scheme.

So last month he orchestrated an amendment through his committee
which was billed as a "major modification" of the Catastrophic
Coverage Act designed to "solve the problem" of the surtax.,

in reality, this amendment is nothing short of the deception and
extortion of Amorica's senlor citizens!

First, it cuts the size of the tax increase in half.

And to hear the liberals talk about it, we're supposed to
consider that a gift!

My response to Dan Rostenkowski and the liberals is the same as
that of conservative Congressman Harris Fawell of Illinois:

"The problem with the surtax is its EXISTENCE, not the amount,."

Second, and even more outrageous, the amendment allows seniors
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to "opt-out" of the Catastrophic Coverage Program -- but to do so
they must give up all of Medicare Part B. '

In other woéds, if this passes, the only way out of the
catastrophic surtax is to give up all coverage of doctor bills!

As Congressman Fawell said, ", .. seniors recognize this as no
real choice. It is an offer most seniors can't accept and the
sponsors know it. It is a cruel hoax which seniors recognize. By
attaching the catastrophic package to Part B, the Ways and Means
Committee admits the program cannot stand on its own merits,"

Oor to be more blunt, this amounts to the gxtortion of Amarica's
elderly by the U.8, Congress!

If this amendment is péhsed, Dan Rostenkowski and the liberals
will claim they have “solved the problem" of the catastrophic surtax.

When in fact they will have made a bad situation worsa,

To say nothing of having preserved their outrageous new big
government tax-and-spend scheme.

This amendment is attached to a bill that will probably be voted
on by the full House in mid-September.

That means the next two waeks are the most critical) time yet
for our National Campaign to Repeal the Catastrophic Coverage Act.

Wo must go $;L to mobilize the opposition to this huge tax
hike on America's senlor citizens.

That means more letters, more postcards, more phone calls ...
In short, maximum pressure on the liberals on Capitol Hill!

And it also means one more thing ...

Targeting for defeat the key liberal Congressmen and Senators
who are behind this "ocruel hoax" on America's elderly -- starting
with Dan Rostenkowski himself!

But we can't do any of this without you.

Your support in the past has brought us this far. We are now at
a "moment of truth".

I desperately need your help now to keep our campaign strong and
meet this liberal threat head on.
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Page Four

If you could possibly contribute $100, $250, or even $500 to
CMC's National Campaign to Repeal the Catastrophic Coverage Act, it

would go a very long way.

If that's too much, $50, $25, $15, or anything at all would
still be a big help.

But please, send whatever you can today. Developments are
happening fast and there is no time to losel

Sincerely,
Ralph Galliano
National Chairman

REPLY TO RALPH GALLIANO

Dear Ralph,

— We can't let Dan Rostenkowski and the liberals in Congress get
away with the outright fraud, deception, and extortion of America's
senior citizens., The Catastrophic Coverage Act must be repealed
nowl! -

. I'm returning this entire page to you right away with my maximum
contribution to CMC's National Campaign to Repeal the Catastrophic

Coverage Act:
( ) $1000 () $500 () $250 () $100
() $50 () $25 () $15 () s
( ) Ralph, I am on a fixed income. I support your work and I am

behind you 100%. I realize that every dollar helps. The most
I can afford to contribute today is: § .

(other)

I've made my check payable to "CMC". I understand federal law
requires you to ask the following:

Oceupation Employer.

Corporate contributions can be accepted for this special project and
should be made payable to "CMC State Fund". Contributions or gifts
to CMC are not deductible as charitable contributions for federal
income-tax purposes.



107

17 The National
=1 Tax Limitation Committee

a1

o
an)

Lewis K. Uhler
President

June 2, 19é9

Dear Mr H

The catastrophic health surtax (the “Medicare Catastrophic
Coverage Act," or MCCA) has created a firestorm of angry protest
from concerned taxpayers across America.

one of our loyal NTLC members, Mrs. Julianna Meloche of
Michigan, sent me a letter recently that moved we deeply. Mrs.
Meloche authorized me to enclose a copy of her letter for you.
Please take just a moment now and read it.

Frankly, I've delikerated long and hard as to whether NTLC
ought to get involved in this particular fight. I'm persuaded
now that we must, because so many of you have written us letters
expressing concern similar to those of Mrs. Meloche.

It*'s clear that literally millions of American taxpayers are
being victimized by a cruel and unfair tax that you and I should
work together, through NTLC, to change.

That's why -- with your help -- we are making a special
effort to reform the Medicare catastrophic tax. While the
principle of taxing those who receive benefits is fair, the way
this surtax is calculated is unfair.

He should not stand by when one group of taxpayers is
treated unfairly -- especially many of our senicr taxpayers who
have already “paid their dues¥ and whose life savings are now
being threatened.

This year every senior who pays taxes will bear the surtax.
BY 1993 nearly 25% of senior taxpayers will bear the maximum
surtax.

The simple fact is that the catastrophic surtax is an income
redistribution scam that threatens many of our senior citizens,
hitting hardest those who were the most conscientious about
preparing for retirement.

If you agree with me that this tax must be reformed, then

201 Massachusetts Avenue. N.E.
Washington, D.C. 20002
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I'd like to ask you to do two things today.

First, please sign the petition I've enclosed for you
addressed to House Ways and Means Committee Chairman Dan
Rostenkowski, urging him to hold hearings on the catastrophic
surtax. The Senate is holding hearings, but we have to force the
House to do so as well.’

Second, please send back a special contribution along with
your signed petition so that we can muster the forces necessary
to force Congress to address this issue now.

We need to generate thousands of signed petitions over the
next few weeks to make Congress realize the catastrophic surtax
must be reformed. As Chairman of the House Ways and Means
committee, Congressman Rostenkowski is the member of Congress who
needs to hear this message most forcefully. That's why our
petitions are addressed, and will be delivered, to him.

This special project is costly and was not planned for in
our budget this year. But I strongly believe we must raise the
money we neec to begin lobbying to reform the MCCA. It is an
unfair tax and it must be changed! -

when I receive your signed petition, I will make sure your
petition is delivered—to Rep. Rostenkowski, so he will get on
with the hearings. And your generous contribution will enable us
to contact more Americans and generate more pressure on Congress
in the weeks ahead.

It's time we put our foot down against unfair taxes imposed
on narrow groups, especially our senior citizens. Please help us
in this fight by sending in your petition and your most generous
contribution today.

| Sincerely,

Lew.i.sﬁleré/Z&L

President
{

P.S. I feel terrible when I think about our friends like Mrs.
Meloche, who are now being taxed so unfairly. Every day counts
in this effort. Please send back your signed petition and your
maximum contribution as soon as you possibly can.
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A MESSAGE FROM...

Lewis K. Uhler

President
The National Tax Limitation Committee

Dear Mr. H

I believe that Congressman Tauke's bill, H.R. 1564,
represents the best way to reform the Catastrophic
Coverage tax that is so cruelly affecting millions of our
Nation's seniors. That's why I told him taht the NTLC
would do everything we could to help him pass H. R. 1564
through Congress this year. !

I want to urge you to join me as a taxpayer
"Co~Sponsor" of H.R. 1564 by signing the facsimile of the
cover of the bill I've enclosed for you. Despite the
growing opposition to this tax, there are still powerful
forces, including some groups claiming to speak for
Anmerican seniors, who are fighting any attempts to reform
the Medicare Catastrophic Coverage Act. We must show the
leadership of the House that the American people demand a
change in this unfair tax.

I also urge you to commit yourself further to this
fight by making a special contribution to NTLC, hopefully
for as much as $25. As important as our efforts to
reform the Catastrophic Coverage tax are, the fact is
that we didn't anticipate becoming involved in this fight
when we put together our budget for the year. That means
that our resources right now are stretched to the limit.

In order for us to help Rep. Tauke and keep on track
with our Tax Limitation/Balanced Budget Amendment, NTLC
urgently needs to raise an additional $50,000 by
Sepzember 1st. I deeply hope you can help us reach that
goal.

Thank you again for your tremendous support of NTLC,

201 Massachusetts Avenue, N.E.
Washington, D.C. 20002
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Congressman Tom Tauke
Washington, D.C.

Member of Congress
2nd District, lowa

Tuesday

Dear Mr. s ,

I was really excited when Lew Uhler told me that the
National Tax Limitation Committee wanted to enter the
£ight)to reform the Medicare Catastrophic Coverage Act
(MCCA)!

The fact that you agree with me that this Act, which
started as a good health bill but has ended up a bad tax
bill, needs to be overhauled is vitally important. Our
seniors deserve sound health and retirement.policy. With
the MCCA, they get neither.

I voted against the Catastrophic Coverage Act in
1988. I was in a small minority then.

But the firestorm of protest against the MCCA that
you and the NTLC have helped ignite now gives us a chance
to redo the wrong Congress committed last year.

That's why Congressman Peter DeFazio of Oregon and I
have introduced a bill, H.R. 1564, to repeal for one year
the income tax surcharge that has been levied since
January 1l1st.

If we're successful, our seniors will not be forced
to pay the surcharge (which in 1989 amounts to a whopping
15 percent of their total income tax bill!) when they pay
their 1989 income taxes.

Just as importantly, my bill will give Congress the
time it needs to xe-think and reform the MCCA!

Lew Uhler supports my bill and what it is trying to
achieve. I hope you do, too.

If you want to help us pass H.R. 1564, there are two
critically important things I would like to ask you to do
today.
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First, will you sign on with me as a NTLC Member
Co-Sponsor of H.R. 1564? I‘'ve included with my letter
a Co-Sponsor Resolution that I truly hope you will sign
and send back to me, care of Lew at NTLC, no later than

Labor Day, September 4th.

And second, will you back up your support of my
bill with a generous financial contribution to NTLC?

I'1l be frank with you. I'm counting on you and
NTLC to help me move H.R. 1564 through Congress.

The first way is by having literally thousands of
NTLC members, like you, sign on as Co-Sponsors of my
bill, so that I can show my fellow members of Congress
just how much public support there is for this urgently
needed measure.

It is especially important for us to put maximum
pressure on Lloyd Bentsen, Chairman of the Senate
Finance Committee, and Dan Rostenkowski, Chairman of
the House Ways and Means Committee, who are both
strongly resisting any changes in this unfair tax bill.

And to make sure our seniors don’t get stuck with
a gigantic tax boost next year, we need to pass H.R.
1564 through Congress this fall. That’s why I urge you
to send back your Co-Sponsor Resolution by Labor Day.

Secondly, and just as importantly, I’m counting on
NTLC to help do the intense personal and grass-roots
lobbying down the road that will help us come up with a
fairer way of funding Medicare benefits after we scrap
the Catastrophic Care Tax.

Thanks in large part to the work of organizations
like NTLC, I believe the time is now ripe to delay the
Catastrophic Care Tax and begin reforming it radically.

But we still have much to do. I urgently need
your help, through the NTLC, to make sure this unfair
tax is not imposed on our seniors.

Thank you for your support of NTLC and this
vitally important project.

P.S. Please be sure to read Lew’s note that I've
enclosed with my letter. And please be sure to sign on
as a NTLC Member Co-Sponsor of H.R. 1564 by Labor Day!
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To:  Congressman Tom Tauke
Lewis K. Uhler

From:

I agree with you—it’s time for Congress to reform the Medicare
Catastrophic Coverage Act. It’s an unfair tax on our seniors, and |
support your efforts to delay it for one year while opening a
full-scale debate in Congress on developing a fair way to fund
Medicare benefits.

That’s why I've agreed to Co-Sponsor H.R. 1564. I've signed my
Resolution Form and give you my permission to circulate it to as
many Members of Congress as possible.

And I've also enclosed a contribution, payable to the National Tax
Limitation Committee, in the amount marked below. I want to make
sure that NTLC has the resources it needs to carry out a major
lobbying effort for H.R. 1564 and also stay on track with building
support for our Tax Limitation/Balanced Budget Amendment.

My contribution is for:

0O $25 O $37 _ O$—— other

0139914-29 9K16

Contributions or gifts to NTLC are not deductible as
charitable contributions for federal income tax purposes.

P.O. Box 96457
Washington, D.C. 20090-6457
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. TO THE MEMBERS OF
THE UNITED STATES CONGRESS
I, the undersigned taxpayer, citizen and member of the National Tax

Limitation Committee, hereby signify my support of H.R. 1564 and urge
you to pass this urgently needed measure immediately.

ozmers HR. 1564

IN THE HOUSE OF REPRESENTATIVES

. MarcH 22, 1989
Mr. DeFazio (for himself and Mr. TAUKE) introduced the following bill; which
was referred jointly to the Committees on Ways and Means and Energy and
Commerce

A BILL

To amend title XVIII of the Social Security Act and other
provisions of law to delay for one year the effective dates of
the supplemental Medicare premium and additional benefits
under part B of the Medicare Program, with the exception
of the spousal impoverishment benefit.

1 Be it enacted by the Senate and House of Representa-
2 tives of the Uniled Stales of America in Congress assembled,

3 That this Act may be cited as the ‘“Medicare Catastrophic

4 Coverage Revision Act of 1989".

28-713 0 - 90 - 6
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5 SEC. 2. PURPOSES.

6
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It is the purpose of this Act—

(1) to provide Medicare beneficiaries with protec-
tion from the financial ravages of an illness that results
in a long-term hospitalization (provided for in the
Medicare Catastrophic Coverage Act of 1988, already
implemented);

(4) to delay, for a year, implementation of all
other benefits provided for in the Medicare Catastro-
phic Coverage Act of 1988; |

(5) to delay, for a year, implementation of the
supplemental premium provided for in the Medicare
Catastrophic Coverage Act of 1988;

(8) so Congress will be afforded the opportunity to
review the portions of the Act which this legislation
delays to determine whether it ought restructure the
Act to deal with tﬁe concerns of our nation’s seniors.
Their concerns being that the Aét includes some items
which are seen by the seniors as not truly catastrophic-
related, that the financing ought to be spread more
generally across the senior population, and that the
Act does not provide much in the way of protection
from the financial ravages of an illness requiring long-

term care services.
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Due Apri 15, 1990

Your New .
theor WP o 1.6?::;: ;
You're Paying ¢ o;:y

Sample E“Obsed)

pear Friend,

The Government of the United States has decided that you
have not done enough for your country.

They have decided that older Americans owe more taxes

than their younger counterparts.
You'll be seeing your "elderly surcharge® in April 1990.

This is no distant possibility -- no vague threat. This
is Federal Law. .

I've enclosed a sample of what your new tax form -- due
April 15, 1990 -- might look like. .

If you pay more than $150 per year in Federal taxes, and
if you'll be 65 or older in 1989, its time to start saving.

Because you're going to be paying for the new Medicare
Catastrophic Expansion Law. ,

"'fhat word "catastrophic" just about says it all for loyal
Americans like you who have spent their lifetimes building
this nation, paying their taxes, doing their duty. . .

. . . and now, after you've planned and saved for years for
your retirement, the Congress has decided you should pick up
the tab for increased medical costs!

Maybe you heard about this new Bill on T.V., or read about
it in our newspaper. And maybe you weren't too concerned.

After all, the new law does improve some Hedicare
benefits:. And nobody mentioned the words "tax increase" -- though

you might have heard them say something about financing all this
with a "supplemental premium.*"

*Supplemental premium" is Washington double~talk for "tax
increase."

And this one is aimed squarely at you.

It is a tax on older Americans, pure and simple. And it
will be due with your regular tax return in 1990.

Americans 65 and over who have more than a minimal iqcome
will pay anywhere from $160 to $1,696 in 1990 to pay for increased
Medicare benefits.

Talk about discrimination!

Congress says older Americans should pay for the increased
Medicare benefits, because we're the ones who use them.

°  put that's not quite the whole picture.--
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Disabled individuals of any age may qualify for Medicare.
That means young folks who've been crippled by accidents.
people with degenerative diseases like multiple sclerosis or Lou
Gehrig's disease. . . people with AIDS.

That's several million people -- well under the age of 65 --
who get Medicare benefits. . . but will all Americans be
required to pay these bills?

No, that privilege has '.een reserved for you and me.

And I'm fighting mad about it.

1 say older Americans have spent a lifetime shouldering
their burdens. We've gone off to war for our country. We've
worked in the factories and on the farms. We've built businesses
and we've raised and taught our children.

We've created the most prosperous, affluent nation on _earth.

And now, after we've carefully planned our retirement --
and when many of us are just getting by on those dollars we so
prudently saved -- we're being forced to foot the bill for
younger people's health care!

Make no mistake about it. We haven't been given any choice
in the matter.

Even if you wanted to turn down Medicare benefits so you
could skip paying this new tax, you couldn't. You are required
by law to pay the enormous price tag, not only for your fellow
senior citizens, but for younger people as well.

My friend, ours is a generation that doesn't complain
much. We try to do what's best for America without a whole lot
of noise or fanfare. We don't expect special treatment, and we
certainly haven't received it.

But I believe it is time we stood up for ourselves.
Because -- believe me -~ nobody else is going to do it!

Even the so-called “friends” of senior citizens in Congress
let this outrageous measure be passed! -

Maybe they let certain special interest groups pull the wool
over their eyes.

Or maybe they just weren't paying attention.

Whatever their reasons, they let this catastrophe of a Bill
get passed into Law.

And the only chance we have of revising it is to build a
loud and forceful coalition of Americans who say "No Wayl" to the
idea that -~ just because we're 65 or over -- senior citizens
alone should be surcharged for America's rising medical costs!

That is why I am writing to you today.

1 am hoping you will not sit idly by while this outrage
is perpetrated upon our generation. I know you're not the
protesting type. 1I'm not efther. But enough is enough.

Please join our ~-- National Association for Uniformed
Services -~ in an urgent national campaign to change -
the Medicare Catastrophic Expansion Law. o
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Here are the steps you can take -~ if you want to avoid
paying as much as $1,600 extra taxes on April 15, 1990:

1. I have enclosed three postcards for you to sign and send
to your Congressman and your Senators. They make it very clear
that you do not believe older Americans should be singled out to
bear the burden of health care costs for all Americans.

2. Please review the enclosed Sample Tax Bill. See where
ou stand in relation to the new law. Will you have to pay $225,
680, $1,520 -~ or $1,600? Decide if you believe you're being

penalized for having an income above the poverty line -- and for
your age. :

Then make one more decision -- to support our Association's
all-out effort to turn this law around with a national campaign
contribution of $15.

If you can manage to send $20 or $25, so much the better.
With your help, we can alert other Americans to this scandalous
tax increase. . . work with government officials to turn it
around. . . and let our legislators know in no uncertain terms
that we won't stand for this miscarriage of justice!

Think of it this way: Your $15 contribution to our campaign
may save you hundreds, even thousands of dollars in the future!

With your support, our Association can speak for you in
Washington, protecting your interests. . . you might even say
protecting the savings you've so cautiously built up so that
you might enjoy some peace of mind in your retirement years.

I don't think that's too much to ask.

And neither do the 55,000 members of the National Association
for Uniformed Services. . . who stand together to preserve the
hard-earned rights and privileges of retired Americans like you!

NAUS started out as the voice of current and former members
of the uniformed services, veterans, their families and survivors
to fight for their hard earned entitlements. . . just the basic
necessities of life our veterans have coming to them!

But today -- in the face of an emergency like the Medicare
Catastrophic Expansion Law -~ we are acting on behalf of all -
retired Americans. . . and I hope that will include you.

If you want to do something about the tax increase Congress
has in store for you, act now. Send the postcards to your
legislators. And join NAUS's campaign to reverse this unjust tax
burden by sending your contribution of at least $15 today.

The 1989 tax year is right around the corner. We don't have
long to fight this battle. Please, let me hear from you today.

Sincerely .

J.c. ﬁénninqton?

Major General, U.S. Army (Retired)
Executive Vice President

P.S. Unless we do something to revise the Medicare Catastrophic
Expansion Bill, a retired couple 65 or older in 2005 may face an
extra tax burden of $8,000! And that's not a wild guess
on my part -- that figure comes from estimates made by the U.S.
Treasury! Take action today to prevent financial disaster
tomorrow. Please return the enclosed Enrollment Form right away.
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Washington, D.C.

_..Dear National Committee Member:

JAMES ROOSEVELT
United States Congressman (Retired)
Chairman, National Committee to
Preserve Social Security and Medicare

Thank you for renewing your Membership in the

National Committee.
Membership Card is enclosed.

pride.

Your gold-embossed, personal
Please carry it with

Our efforts to preserve and protect our Social
Security and Medicare benefits are greater than ever
before -- so your continuing support is especially
important to me.

As a Member, your views on the projects and
activities of the National Committee are also very
important to me.

That is why I have enclosed a special Members'
Priority Survey which I hope you will complete and
return to me today.

I need your survey immediately to help me
determine which of our many important projects should
be given top priority during the next year.

We've won theé victories listed below because we
focused our efforts:

CATASTROPHIC
SENIORS-ONLY
SURTAX
RECONSIDERED!

2% COLA
REDUCTION
STOPPED!

$640.00-5 YEAR
BENEFIT CUT
STOPPED!

PROBLEM

NATIONAL
COMMITTEE
ACTION

RESULTS

Congress passes unfair
catastrophic care bill
placing full coston
seniors-only.

A 2% permanent COLA
reduction proposal in
1987 would have cost
the average retired
worker $2064.00 over
five years!

Administration proposed
cuts in Medicare benefits
in 1986 that would have
cost the average benefi-
ciary $640 over 5 years.

Members handwrote
millions of post cards
and letters to Congress
demanding fairness.

The National Committee
delivered almost 8
million Petition signa-
tures from your fellow
Members and others
protesting this proposal.

Members sent 250,000
letters and 130,000
Petitions to Congress
and the President.

$-1125 an‘d HR-2547
introduced in Senate and
House to repeal the tax
increase.

The proposal was
withdrawn.

Congress rejected cuts
and reduced the rise in
our hospital deductible
from $572 to $520.

I wish we could relax and enjoy these past

victories.

But much remains to be done.

Your National Committee has developed programs in
four specific areas to promote your security and well

being.

We would like to devote 100% of our efforts to

each of these important programs.

But since that is

not possible, I must depend upon you, as a loyal Member
of the National Committee, to help us rank the projects
in order of importance on the Members' Priority Survey
enclosed so that we focus our efforts properly.



119

Here is a short description of ocur top four
projects:

PROJECT A - STOPPING THE "SENIORS-ONLY" CATASTKOPHIC
CARE SURTAX -

Congress passed a terribly flawed “catastrophic
care" bill whieh would raise income taxes on
senior couples by up to $1600 this year ($800 for
singles). Following a huge letter writing and
petition campaign by the National Committee,
legislation was introduced into Congress to repeal
the tax increase and finance catastrophic care by
closing a tax loophole for those who earn more
than $208,000 per year. We must pass these bills
this year to stop senior's taxes from being
dramatically raised.

PROJECT B - PROTECTING THE SOCIAL SECURITY TRUST
FUND

The Social Security Trust Fund is running a big
reserve =- but the rest of the ?overnment budget
is running an even larger deficit which is
artially masked by our reserve in the Trust
gunas. To protect our benefits, we must get
sgclal Security out of the budget once and for
all.

PROJECT C - RESTORING SOCIAL SECURITY BENEFITS TO
MILLIONS OF "NOTCH YEAR" AMERICANS

Under current law, Americans born between 1917 and
1926 receive up to 12% less in Social Security
benefits than those born before 1917. These’
"Notch Year" Americans receive an average of
$660.00 less in benefits each year, even though
they have paid an equal amount into the system as
those born before 1917, Your National Committee
is fighting for legislation which would eliminate
that Inequity for "Notch Year" Americans.

PROJECT D - PREVENTING CHARGES BY DOCTORS ABOVE WHAT
MEDICARE PAYS

Thousands of doctors do not accept Medicare as
full payment for their services and they bill
senior patients for the difference. We support
legislation which would prohibit doctors from
charging Medicare patients more than the amount
approved by Medicare.

All of these projects are extremely important to
me ... and I would like to put our maximum efforts
behind each one of them.

But every organization must have its priorities.

- Please help'me set the priorities of the Natlional
committee for the next year, by returning your special
Members' Priority Survey to me, in the postage-free
envelope.

At the same time, I urge you to include a special
investment of $10, $15, or $25 to support our priority
projects.
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Your investment will help stop a huge, unfair
income tax increase on senior citizens and instead
finance the "catastrophic care" program by closing a
tax loophole which only favors the rich.

Your investment will help us promote legislation
todgrotect seniors from doctor bills not approved by
Medicare. -

And your investment will support our efforts to
get the Social Security Trust Funds out of the budget
~- and free from political tampering.

Your investment of $10, $15, or $25 today will
enable your National Committee to continue to compile
victories worth thousands of dollars to you.

Thank you once again for renewing your Membership
in the National Committee to Preserve Social Security
and Medicare.

You will soon be receiving your next issue of your
"Saving Social Security" newspaper, and our Legislative
Alert Service will continue informing you about fast-
breaking developments in Washington which affect your
Social Security and Medicare benefits.

Please return your special Members' Priority
Survey. And, if you possfbly can, include your
investment of $10, $15, or $25 immediately, so that
your National Committee will be more effective in
fighting to protect your benefits,

I look forward to working with you throughout the
;eg: year to protect and improve Social Security and
edicare.

Sincerely,

: evelt, Chairman

James Roos
National Committee to Preserve
Social Security and Medicare

P.S. Our National Committee projects can help preserve
your Social Security and Medicare programs. Your
investment of $10, $15, or $25 today will go far to
help guarantee the success of these important projects.

Prepared atd mailed by the National Committee to Preserve Social
Security, a nonprofit, tax-exempt organization, 2000 K Street,

N.W., Washington, D.C. 20006.

The National Committee is totally independent of Congress, every

government agency, and all political parties.

Contributions or gifts to the National Committee are not tax-
deductible. You need make no special contributions other than

annual dues.

The National Committee spends its budget in approximately the .

following wa¥: legislative advocacy 36%, educational activities
sing 13%, administration 26%. Detailed financial

reports are available from the National Committee and the

25%, fund ra

charitable solicitations department of most states.
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PREPARED STATEMENT OF SENATOR DAvVID PRYOR

Mr. Chairman, I want to commend you for scheduling this hearing. As chairman
of both the Senate’s postal subcommittee and the Special Committee on Aging, 1
have a particularly unique and compelling perspective from which to assess the
kind of unethical mailing practices on which today’s session will focus.

There is a growing number of unscrupulous persons who make use of the mail as
they prey on the elderly, unsuspecting and desperate. They claim that, for a price,
they will get you a bigger Sociar Security check or that Social Security number the
tax law requires for your child. For a donation, they will make sure your congress-
man is aware of your views and they will lobby “Washington” on your behalf. Then,
there are the ones who will sell you that miracle cure for whatever ails you.

Whether it is a promise or a product, these charlatans are very sophisticated at
getting a foot in the door and they are always looking for new targets of opportuni-
tyil Unfortunately, the elderly appear to be disproportionately affected by such
schemes.

Mr. Chairman, we can not stand by while the U.S. mail, so integral a link in the
communications network of this nation, is used to take advantage of anyone; espe-
cially senior citizens, many of whom can ill-afford the wares of modern day snake-
oil salesmen. .

Earlier this year, in an attemJ)t to address one particularly troublesome aspect of
this problem, Senator Heinz and I introduced the Deceptive Mailing Prevention Act
of 1989, This legislation, S. 273, is designed to stop those persons who hold them-
selves out as being associated with the government by deceptively using official
sounding names, seals, and insignias on their mailings; who attempt to mislead re-
cipients into opening and considering the contents of an envelope, because it ap-
pears to be from their government.

The bill declares unmailable any letter which could reasonably be construed to
imply a government connection where none exists. Unless such a letter includes,
both in its text and on the envelope, a conspicuous statement that makes it clear
tha; the mailer is in no way affiliated with that government, it will not be deliv-
ered.

Among the examples of government look-alike mail we examined during my sub-
committee’s hearing on S. 273, were those of the Social Security Protection Bureau,
a for-profit entity owned by the principals of the Watson & Hughey direct mail firm.
I think it could properly be characterized as a classic!

For a fee of $7 the subscriber is told he will get “valuable benefits” including a
gold eriibossed Social Security card, a copy of his Social Security earnings record,
and—now get this—‘representation in Washington, D.C. to protect your social secu-
rity benefits.” And, if that isn’t enough, the subscriber is entered into the $50,000
Social Security Sweepstakes! Just what representation or protection is afforded, is
unclear. What is clear, however, is that the card is plastic; the record is simply a
copy of the government’s own request form to be mailed to SSA by the individual;
and, the fine print says that the grand prize in the sweepstakes is “up to the range

- of $16,233.” Winners, we were told, were lucky to get 25 cents. ‘ ,

Another example, provided by a constituent of mine, who happens to be a very
fine attorney, was an appeal for funds from a nonprofit organization. The appeal
arrived at his office in an envelope indicating that time-sensitive documents from
the Department of justice were enclosed.

The “important Justice Department request” turned out to be an unsolicited
letter sent to Justice by a member of the organization.

A more recent example of a very misleading mailing, and one which I believe de-
serves ¢lose scrutiny, comes from an organization known as CATCHA-Citizens
Against The Catastrophic Health Act Tax. ‘ .

he CATCHA envelope was designed with one rather obvious intent: to mislead

the elderly recipient with respect to the source of the mailing and its contents!

You will find some familiar names at the top of the roster of this group: Richard
Viguetie, of direct mail fundraising renown, and Mark Siljander, a former Member
_ of the House who served on that body’s Select Committee on Aging.

TCHA, preying on the fears of the elderly over their ability to pay the Cata- -
strophic surtax, promised much in exchange for a contribution. Interestingly, in
many cases, the contribution would have been more than the surtax the individual -
would have had to pay.

CATCHA promised lobbying in Washington. However, neither CATCHA, nor its
Exlarent organization—United Conservatives of America—nor its principals, including
Mir. Siljader, whose name is on the letterhead and in the signature block of the
mailing is registered as a lobbyist.
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CATCHA contributions are not tax deductible. And, since all contributors aré ad-
vised—and I would note incorrectly so—that F.E.C. rules require that they provide
certain information, it is quite likely that the money €lderly contributors have been
frightened into giving will be used for purely ,Ipolitical purposes,

Mr Chairman, I'm not sure whether CATCHA lobbied and did not register or
whether CATCHA promised and did not perform. Either way, CATCHA and Messrs.
Viguerie and Siljander appear to be opportunists who may have acted on the very
fringes of the law—and, at the expense of those for whom they claim concern! (Per-
haps we ought to have the postal inspectors and the F.E.C. or Justice ought to look
into this operation.)

The public will, I hope, be less likely to be taken in by government look-alike
mailings—such as those of CATCHA or the Social Security Protection Bureau—once
S. 278 is enacted. This, I expect, will take place early in the next session--once we
have resolved several outstanding issues on the matter of Postal Service enforce-
ment.

But what of mailings that are not caught in the net we cast with S, 273? Mr.
Chairman, I think public awareness is the key. .

In this regard, I propose that you and Senator Heinz, and our colleagues on the
Aging Committee, and on the Social Security and postal subcommittees, join me in
an effort to explore the feasibility of establishing a mail fraud alert system; a kind
of clearin%house, that would rely on existing consumer affairs networks at the state
and local level, to better inform the gublic of misleading and down right fraudulent
mail solicitations. I plan to pursue this proposal in discussions with the President’s
consumer affairs advisor in the near future, ‘

Again, I want to commend you for holding this hearing. I look forward to working
with you in this effort to protect our senior citizens, and the general public, from
those who seem to be more interested in the quick buck, than the well-being of the
individuals on whom they prey.
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AN
|
g5t NOTICE OF ATTEMPT TO SERV|
= W.
= OF APPEARANC
YHE FOUNTAINS
REAU OF
INVITATIONB

CAR-RT SORT NNCROS
Ne. & Nrs.

Yuasipa, CA 1399

WE ARE ASSUMING YOU CAN USE
410,000 ON CASH, AND A NEW
1988 MAZOA 323 AUTOMOBILE

Doar Mr. & Nre. |

He asaume everyone in your city could use $10,000 and s new cav,
but everyone in your city is not going to receive this notification--
YOU HAVE.

Just imagine driving up to your bank in your new Mazda and depositing
the entire $10,000.00 into your account, and then spending your meney...
any way you want,

My job 1s tough. My job is to offer families like yours the oppor-
tunity to receive valuable cash and merchandise in exchange for s small
asount of their leisure time. The enclosed Warrant of Appesrance, which
is made out in your name, states your two award clais nusbers entitling
you to at least one award stated in this notification. These awerd(s)
sre offered to you in consideration for visiting our facility (deiving
instructions and map enclosed).

We distribute thousands of {tems worth millions of dollers each year.
We realize we had to make it worth your while to persuade someone
of your status to vieit our fecility. Hopefully, these itees will be
enough to persuade you.

According to our rules, sll advertised avards must be distributed.
The stated awards remain uncleimed. You have the oppertunity te olais *
your award(s), but it is limited. You sust clais your award(s) within
14 days of receipt of thie notice. After this time, we will effer
these exact awards to some other family in Califernia.

This offer is not for everyone. When you comply with the reles, yeu
are guaranteed to receive vour sward(e).

Act todey! There is no obligation to purchase anything whstnsever

during your vieit. ﬁn
mm lnuu.t 3

NOTE: AN APPOINTMENT TO CLAIN YOUR AMARD(S) 1S REQUIRED. PLEASE
1-800-028-0954 FROM 10AN-SPH NONDAY THRU FRIDAY OR SATURDAY
FROM 10AN-2PM,

IS
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- PREPARED STATEMENT OF REPRESENTATIVE FORTNEY PETE STARK

Senator Moynihan and Members of the Subcommittee: Although I am pleased to
appear today before the Subcommittee on Social Security and Family Policy, the
subject matter of my statement gives me no cause for pleasure. We are here because
we are concerned about the victimization of people, particularly senior citizens, who
are being suckered and swindled by direct mail wizards.

As Members of Congress, we don’t need to be told what direct mail looks like;
tear-out postcards and pre-printed letters have filled our mailboxes for years. I am
not, however, so concerned with the volume of this direct mail as I am concerned
about getting the answers to some more important questions: Who is really keeping
those cards and letters coming, and how much money is being bilked from postal
patrons because of often outright lies in those mailings?

The fury over the Medicare Catastm})hic Coverage Act has been both ironic and
instructive. It was far from a perfect bill and many amendments could be made to
it, but one aspect of Catastrophic was right on target: The need to silence the Medi-
gap hucksters that populate late-night television and fill seniors’ minds with dooms-
day scenarios of long hospital stays and bankrupt Social Security Trust Funds. It is
no surprise that some of the direct mail opposition to Catastrophic was spearheaded
by Medi-gap companies and salesmen. I can only hope that this strategy will back-
fire: By mobilizing their direct mail armies, they have called our attention to the
half-truths and misrepresentations that are robbing seniors blind. If and when Cata-
strophic is repealed, let us take the steps now to make certain that our nation’s sen-
iors continue to be protected from these direct mail fast-buck artists.

We might want to start with the Golden Rule Insurance Company of Indianapolis,
Indiana. Golden Rule saw a gold mine in the repeal of Catastrophic: Not only could
theK profit from the continuation of their Medi-gap business, but they could also
make a few extra bucks on the side by setting up their own direct mail operation to
lobby for repeal. The company bought a series of advertisements in major newspa-
pers such as the Wall Street Journal, asking seniors who were opposed to Cata-
strophic to call a “Seniors’ Information Desk.” This call, in turn, entitled seniors to
receive mail from a group called “American Seniors, Inc.” American Seniors’ letter
of introduction contains the following statements:

We don't print pretty magazines, organize tours, give discounts on minor arti-
cles, or claim to be the representative of millions of older Americans.

We are a nonprofit organization, and since we don’t peddle all sorts of prod-
ucts, we need financial suplport from those of you who find our way of analyzing
senior’s issues to be helpful.

If . . . our work sounds right to you, we would appreciate your contributior of
$25. Checks should be made payable to American Seniors, Inc. and sent to the

_  address printed below.
If you guessed that American Seniors, Inc. is a front for Golden Rule Insurance,
give yourself a l%old star. Although American Seniors claims that it does not “pro-
vide leads for the sale of insurance, a recent mailing from American Seniors fea-
tures a press release from Golden Rule that pitches their “Medigap-Plus” policy.
This is the same company, according to Consumer Reports, which rejected 20 to 30
percent of all Medi-gap applicants who were older than 65, and which rejected as
many as 50 percent of those who were 70. The 45,000 seniors in Ohio who were ap-
&‘oved by Golden Rule saw the company try to raise rates by 85 percent last year.
hen the state insurance commissioner sought a public hearing, Golden Rule
threatened to cancel its policies and pull out of Ohio. This year, the company can-
celled major medical policies for 20,000 seniors in Florida, .

Such senior citizens would aﬁmrentl “have little reason to oppose Catastrophic
but oppose it they did. They will be left with the same expensive, duplicative, an
often fraudulent Medi-gap policies that we had hoped to put an énd to. The seniors
who will be hurt the most, however, are those who had no Medi-gap coverage and
who would have paid no supplemental premium under Catastrophic, but who were
gulled by shady misrepresentations and outright lies spread through direct mail
into believing that they would be forced to pa{ the maximum surtax,

I would add that a number of tax exempt bond salesmen and companies also ex-
ploited seniors in the past year with mailings saying that all seniors would owe the
maximum $800 supplemental premium, and that therefore they shotld switch their
investments to tax exempt bonds. In most cases, this was a double lie. .

Consider next the case of an 8] year-old widow living in Oakland, California. This
lady lives off of Social Security, and would not have paid a dime of supplemental
premium for Catastrophic coverage. She sent me a pre-printed postcard, which
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9sked n&e‘to repeal the Catastrophic Coverage tax, and which contained the follow-
ing words: .
The Catastrophic Coverage tax is unfair and unconstitutional. It forces hus-
bands and wives over 65 to pay an extra $800 per year in taxes for “health in-
surance” which duplicates what is available far more economically in the pri-
vate sector. - )
My office received hundreds of postcards like the one we got from this lady. A
member of my staff selected a handful of these cards at random, and called the
people on the telephone: In no instance did we find one person who would have paid
th(éht?qximum $800. Most of the people we talked to, like this lady, would have paid
nothing.

Those postcards were lies, but the senior citizens who sent the cards shouldn’t be
held responsible. In the case of this particular mailing, we were able to trace its
origing to Howard Phillips and the Conservative Caucus.

It's bad ennugh when Medi-gap companies and groups with a minimal record of
addressing the needs of senior citizens start soliciting money from their constituents
with vague promises of future benefit; it's much worse, however, when the direct
mail and the fund-raising letters come from chiselers who have absolutely no inter-

_est in the well-bein% of senior citizens, but whose only goal is to take as much
r%one;ir as they can from innocent senior citizens to fund their narrow, ideological
objectives.

'en years ago, direct mail was the rage for the reactionary right, but their well
went bone dry. Looking for a new source of water, they followed the example of the
direct mail experts who helped Jim Bakker and the PTL Club raise millions of dol-
lars by timing their solicitations to coincide with the monthly distribution ofSocial
Siegur ty checks; they drilled their new well on the fears and insecurities of senior
citizens.

As for the Roosevelt group, the National Committee to Preserve Social Security
and Medicare, they didn’t tell any outright lies about the supplemental premium,
but they certainly did their best to make sure that most casual readers would be-
lieve that they owed the maximum amount. In my personal opinion, the National
Committee’s ‘“Repeal the Seniors-Only Tax” postcards of this past summer were the
straw that broke the back of the House on having anything to do with the law the
surtax or the benefits. The National Committee can certainly take credit for repeal
of the surtax; they should also take credit for repeal of the benefits. How much
money did all seniors pay to these organizations, so that a handful of seniors would
not have to pay, the maximum surtax? How much more will these seniors Fay in the
future, as their Medi-gap premiums rise without any further expansion of benefits?

If we passed a law that would appropriate several million dollars a year from the
Social Security Trust Fund to finance direct mail flim-flams, we would be thrown
out of office and ridden out of town on a rail. Yet, if we continue to allow seniors to
be gypped out of their money by these modern-day carnival barkers, we are achiev-
inﬁ‘the same effect. Enough is enough, but where do we go from here?

he Postal Service lacks either the tools or the will to effectively address this
problem under current law. For the Postal Service to reach a finding of fraud, there
must be a complete misrepresentation of fact. If only one person had to pay the
maximum surtax under Catastrophic, it would not be fraud for a direct mail solici-
tation to say that all people must pay the maximum.

I'd like to enter in the record correspondence I've had with the Postal Service
about some outright lies being used by the National Rifle Association to drum up
money and opposition to legislation by Senators Metzenbaum and DeConcini, which
are similar to a bill that I have introduced in the House. As you can see from the
material, theé NRA has not been afraid to use boldfaced lies to scare gun owners into
making contributions; by characterizing these lies as misrepresentations of law, not
fact, the Postal Service has found an excuse to avoid action on what is a simple
fund-raising fraud. ‘ )

As another example of a clever misrepresentation, consider the recent mailing
from our friend Lee Atwater and the Republican National Committee. In an effort
to raise more money to stem the rising tide of Democratic victories, Mr, Atwater

- sent a fundraising letter that contained the following language; )
B:efo‘re President Bush was elected, the Democrats in Congress passed legisla-
tion which just recently went into effect and placed a tax on senior citizens to
. pay for catastrophic health insurance.
. If you read carefully, you see that there is no outright lie there. The bill was passed
before President Bush was elected, Democrats in Congress did vote for it, and it did
" place a tax on some senior citizens to help pay for catastrophic benefits for all.
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If it’s not a lie, it’s at least wrong and we need to put a stop to the devious logic
and the convoluted interpretations with which these direct mailers defend their
scams. There are a number of options available:

If we need to change the Postal Service’s standard for false representations, let's
do it. If these sharpies complain that they are being deprived of First Amendment
rights, then let’s remind them that the First Amendment has never protected the
right to lie, cheat, or steal; we’ll see them in the Supreme Court and we'll see how
much protection the Constitution really gives them.

If we need to raise the standards by which direct mail outfits do their business,
let’s do that, too. Let's make sure that when an organization represents itself (and
takes a tax exemption) as a non-profit organization that they are not just using the
cash to fund their next mass mailing. .

I introduced a bill in the 100th Congress that I will be happy to re-introduce. It
requires certain charities which solicit money from the public to use at least half of
their gross revenues for charitable activities within a year after receipt. It would
also require these organizations to disclose certain information in their solicitations,
such as the intended use of the contribution and the estimated portion of contribu-
tions that will be used for charitable purposes.

If a group is not a charitable organization (even our own political parties), let's
require it to state how much it spent on its mailing expenses in the past year, how
much money it raised, what its profits were, and what the salaries of its key person-
nel were. Provisions could be made for new firms and organizations entering the
business. We need to expand the public’s knowledge about what these groups reall
do with their money. To exfose these rackets as nothing more than a quick-and-
dirty way to make a whole lot of money would certainly dampen a lot of people’s
enthusiasm’to contribute.

As for the Medi-gap insurance companies, I think we should amend the Baucus
rules so as to prohibit and prevent the kind of front organization currently being
used by Golden Rule. One of the best reasons we had for enacting Catastrophic was
to put a lid on these Medi-gap rip-offs; let’s make sure that that goal remains firm.

Most of all, let's do something. These crooks are doing a land office business with
senior citizens’ money. Let's give the Postal Service a mail fraud law with some
teeth in it, and let's make sure that—even when the money is legitimately raised—
it's also legitimately spent.

The greatest tragedy of all of this is that the wave of cards and letters inspired by
the distorted language and outright lies of the direct mail houses and lobbying orga-
nizations is paralyzing the Congress’ ability—and even its willingness—to consider

"needed legislation. As for catastrophic health care, who will want to touch this tar
baby again? And this extends to long-term care as well: who will want to embrace a
$50 billion program, knowing that they will be deluged with mail that may or may
not lie about the financing and the benefits?

Attachments.
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CONGRESS OF THE UNITED STATES peseey nancomes

HOUSE OF REPRESENTATIVES
WASHINGTON, D.C. 20515

April 18, 1989

Mr. Charles R, Clauson

Chief Postal Inspector

United States Postal Service

475 L'Enfant Plaza West, S.W.
. Washington, DC 20260

' Dear Mr. Clauson:

A recent direct mail solicitation from the National Rifle
Association appears to be a clear violation of 39 U.8.C 3005,
wgich staiea thgt vi:lacions ocecur :upon evlge?cd sagisf?ctory to
the Postal Service that any person is engaged in conduct ng a

scheme or device for obtalning money or property through the mail
§x'means of false ;gpresenta€?ons...."'

sl

. Based on complaints from my constituents, my colleagues in the
House of Representatives, and numerous other concerned citizens, I .
believe an expedited and thorough Postal Service investigation is
warranted. The enclosed direct mail solicitation has been
received by an estimated 3 million households during the month of
April, 1989, .

The National Rifle Association mailing is clearly a false
representation of my legislation, H.R, 1190, "The Semiautomatic
Assault Weapons Act of 1989," in an attempt to raise 1ar3e
quantities of money., The mailing asks reciplents to send in $150,
$100, $75, $50, $35, or $28.70 contributions., Further, I suspect
any investigation would show that the '1-900-446-2000'
* telephone/mailgram program, which costs $5,95 for delivery of four
- telegrams, also results in significant net revenues to the N.R.A.
and its officers. .

The legislation would treat 11 specific types of semiautomatic
assault weapons in the same manner as current federal law for
fully automatic machine guns. The 11 types were recommended by
law enforcement advisors as weapons growing in use in crimes of-
violence and drug trafficking crimes, Current owners will be
required to register their semiautomatic assault weapons with

the Bureau of Alcohol, Tobacco, and Firearms (BATF) with no
background check, tax or fee, or any other step to be required of
current owners of the 11 types in my bill,

Therefore, the N.R.A. mailing violates 39 U.S,C. 3005 with several
clear and false representations, the most flagrant of which occurs
in the opening paragraph. The letter opens with the phrase, “"You

- may be one of 30 million NRA membefs and semi-auto firearms owners
who will be forced to be fingerprinted, investigated by the FBI,
pay a $200 tax, and then beg your local law enforcement official
to allow you to continue possessing a firearm that you currently
legally own." (emphasis added}

The N.R.A. mailing states that H.R. 1180 bans "most semi-auto
rifles, shotguns, and pistols." By reading the enclosed copy of
the legislatgon, you will find that 1) specific types of

o semiautomatic assault weapons would be covered: versions of the

. AK-47, the U2I, the MAC-10, the TEC~9, the Colt AR-15, the Ruger

Mini-14, the Beretta AR-70, the FN-FAL or FN-FAC, the Steyr
A.U.G., the USAS 12, and the 12-round shotgun kriown as the 'Street
Sweeper' or the 'Striker 12'.
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Under my bill, future importation and future domestic manufacture
of the 11 specific types would be prohibited. Future purchase of
the 11 types would be permitted, but under the same current steps
for purchase of fully automatic machine guns: undergo a local
background check and receive approval from a local law enforcement
official, payment of a $200 transfer tax (from the 1934 National
Pirearms Act), and registration with the Bureau of Alcohol,
Tobacco, and Firearms.

H,R. 1190 also provides for specific factoring criteria for the
Secretary of Treasury, through BATF, to consider in adding to the
l1ist of covered semiautomatic assault weapons. Among the specific
factoring criteria to be taken into account are the following
factors: 1) in the case of a rifle or shotguns, whether pistol
grip facilitates firing the weapon from other than the shoulder
position, 2) in the case of a rifle or pistol, whether the
manufacturer of the weapon sells or distributes & magazine with a
capacity of 11 or more rounds of ammunition produced specifically
for use with the weapon, 3) whether the length of the“barrel is
less than 22 inches, 4) whether the weapon has a collapsible or
folding stock, and 5) whether the weapon is designed to accept a
bayonet, a barrel shroud, a flash suppressor (for night-time
shooting), or a silencer.

The Bureau of Alcohol, Tobacco, and Firearms estimates that there
currently are between 2 and 3 million 'military-style’
semjiautomatic weapons currently in domestic circulation, not the
30 million claimed by the N.R.A, Furthermore, B.R. 1190 clearly
states that any weapon which uses .22 caliber rimfire ammunition
(other than an Intratec TEC 22 type firearm) woul.d not be included
in the definition of a semiautomatic assauiz weapcen,

To falsely tell law-abiding gun cwners and collectors that they
will be assessed $200 for every semiautomatic rifle or shotgun in
their collection is a gross lie designed to frigh:en collectors,
hunters, and sportsmen into sending large contridbutions to the
N.R.A. for the benefit of the staff of that organization,

Telling collectors, hunters, or sportsmen that a $28 contribution
can prevent a $200 tax on currently-owned firearms would appear to
be a wise investment to any ordinary citizen. Instead, it's
actually a new twist on a tested and proven fundraising scheme
used to exploit the vulnerable senior citizens of this nation,
Current postal regulations, including 39 U.S.C. 3C05 were
implemented to prohibit schemes and devices of this type that
misinform, lie, distort and incite for the explicit purposes of
raising money.

It would be most appropriate for the U.S. Postal Service to
investigate whether the National Rifle Association's Institute for
Legislative Affairs, in sending out the enclosed copy of the
recent direct mail solicitation to an estimated 3 million
households, intended to engage in conducting a scheme or device
for obtaining money of property through the mai. by means of false
representations.

Given the importance of a thorough and expedited investigation, I
would appreciate your immediate attention to this matter. Should
you have any questions about this request, please do not hesitate

to contact me.
ssﬁely' g i

Pete Stark
Member of Congress
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CHIEF POSTAL INSPECTOR
Washington, OC  20260-2100

November 2, 1989

Honorable Pete Stark
House of Representatives
Washington, DC 20515-0001

Dear Congressman Stark:

Based on your request that we reconsider our decisfon not to proceed under
Section 3005, Title 39 against the National Rifle Association (NRA) for
solicitations, we have reviewed the argument in your letter of September Z5,
1989, and offer tf“o]‘.owing comments.

As you pointed out, for Section 3005 to be violated, there must be a false
representation of fact. What is fact is what is important. What was stated
in the NRA material was an argument of law and not fact. Law is often open
to many interpretations, and reasonable Tnterpretation of your bill {s what
the NRA's solicitation materials stated. In your letter you analogize the
situation to expert opinions given in the medica) area. Such opinions are
necessary to determine what is fact with respect to the current consensus of
medical opinion on the safety or effectiveness of medical devices,
substances, etc. In your case, the matter does not involve fact but rather
law.

The fact that your letter takes the form of a legal brief citing cases to
support your position clearly demonstrates that your proposed statute, is
subject to more than one interpretation, allowing therefore, the NRA to take
an opposing position and make a sound legal argument for it. In the law
there are often no right or wrong answers, and there is not usually a right
answer to a question; what matters is whether and how you support the answer
you give.

During a meeting with your staff this past Spring, my representatives
pointed out the ambiguities of the statute and suggested that the wording
should be changed to make your intent clearer. As many courts have noted,
in interpreting a statute they look at the plain language first. The best
way for the legislation to have fts desired effect and not be subject to
several {interpretatfons, s for it to be drafted in plain language that
conforms with your intent. As it was and stands now, your legislation
could be argued reasonably to say what the NRA alleges.

Our authority to act under 39 U.S.C. 3005 is limited to misrepresentations
of fact. Interpretations of the law, even when done to favor one side of
an argument, does not necessarily constitute a violation. -

I trust my comments will be helpful.

Sincerely,
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PREPARED STATEMENT OF L. BRENT BozELL III, EXECUTIVE DIRECTOR, CONSERVATIVE
Vicrory COMMITTEE

I would like to thank Senator Moynihan for giving me the opportunity to insert
my testimony before the Social Security Subcommittee Hearing. .

o responsible person can deny the potential for fraud and deception in the
direct-mail industry. Indeed, be it in political fundraising, charitable fundraising, or
simple business marketing, there are innumerable examples that hig hlight this
problem, and I applaud this Committee’s efforts to investigate it. Though it is admi-
rable that some are attempting to shed light on the situation, it is the height of
irresponsibility when one cites, as an examrle. an organization or individual who is
innocent. Moreover, when such testimonﬁr iven before a Congressional Commit-
tee and the author of that testimony knowingly misleads the Committee, he is
equally guilty of fraud and deception, :

One witness before this Committee was Mr. Denison Hatch, Editor and Publisher
of WHO'S MAILING WHAT! In his testimony he gives recommendations. to correct
the problems of direct mail fraud and deception. I agree with some points (i.e,, that
organizations publish annual reports), though I seriously disagree that Congress
should legislate such activity.

Mr. Hatch’s third recommendation states that “No PAC or special project of a
PAC should be allowed to raise money using a candidate’s name without permission
of the candidate.”

To illustrate how PACs have allegedly defrauded contributors by “using a candi-
date’s name without permission of a candidate,” Mr. Hatch quotes from a letter
signed by me for the Conservative Victory Committee asking for money for our spe-
cial project, Americans for Kemp, during the 1988 Campaign. After quoting from
the letter, Mr. Hatch testifies to the followingl; )

“When this mailing arrived, in December 1987, Jack Kemp was in a life and
death stru %19 for funds to pay for broadcast time and to fund the primary cam-

aign. And in this letter Bozell—a total outsider—is pleading for money to ‘pay
or dthe critical radio, television or print communications that Jack Kemp
needs.’

“Kemp’s campaign received not one nickel from Bozell's group. Bozell paid
for no radio, no TV, no print to help Jack Kemp’s candidacy, The only one to
profit from this effort . . . was Bozell himself who personally took $1,000 a
month from the Conservative Victory Committee.”

These two parc}%raphs cannot go without a responsé: .

. 1. The reason Kemp’s campaign “received not one nickel from Bozell's group” is
very simple. It is illegal for an independent expenditiire effort to co-ordinate activi-
" ties with a candidate, including r‘eguesting the use of his name in fundraising ap-
* peals. Given the laws regulating independent expenditures, for the CVC to have co-
ordinated its fundraising efforts to help the Kemp campaign woiild have been
ﬂgainst the law, as anyone familiar with the first rule of independent expenditures

nows. 3 ‘
2. Even if we could have ’given Mr. Kemp money, we didn’t have it to give. The
totdlity of the “Americans for Kemp" presidential effort consisted of one. test-mail-
ing to 50,000 individuals at a cost of $20,000 to test the feasibility of an independent

:

expenditure campaign to help Kemp in his presidential effort. The resilts of the
test were favorable, by direct marketing standards, and technically “justified a con-
~ tinuation of this project. Although the continuation mifht have been financially lu-

crative for the effort in the long-run, we made the decision to halt the program in-

stead when I concluded that:
180)
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(a) We would not net enough immediate funds to provide a substantial enough
effort for this campaign and,

{(b) the Kemp presidential effort looked doomed. In fact, after this decision was
made, four contributions we received from the test—totalling $3,000—were voluntar-
ily returned to the donors by us, which caused us to lose money on the test. Thus, we
“paid for no radio, no TV, no print” to help Jack Kemp's candidacy. I might also
add that this information is on the public record, in the files of the Federal Elec-
tions Commission, as Mr. Hatch knows. -

3. While it is true that I was receiving a $1000 per month consulting fee, it is
equally true that every penny was donated voluntarily by me to charitable causes.
For the record, I did not realize one penny profit from this effort.

Were the statements made by Mr. Hatch a simple result of reckless research, I
would leave it at that. But there is more to this story. At the conclusion of his testi-
mony, Mr. Hatch states that “I would like to make available to the Committee my
complete research on this sad chapter of the 1988 election if there is interest in pur-
suing this.” In fact, I would like to do this for him. I am enclosing, for the record, a
copy of his July/August 1988 edition of WHO'S MAILING WHAT! (“Wronging The
Right: Those Amazing PACmen and Their Incredible Perpetual Money Machine”)
wherein these and a slew of other charges were first made. Too, I am enclosing for
the record a copy of my letter to Mr. Paul Smith, Attorney for Mr. Hatch, dated
October 11, 1988, in which all of these statements were corrected, one by one.

With this evidence in hand, I think it would be advisable for this Committee to
ask Mr. Hatch why he has knowingly misrepresented the facts, committing fraud
and deception before a Congressional Committee.

Thank you for allowing me the opportunity to respond.

Enclosure.
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y Newsletter, Analysis and Record of The Direct Marketing Archive

Special Report

Stamford, Connecticut

July/August, 1988

Wronging The R’ighﬁ

Those Amazing PACmen and Their
Incredible Perpetual Money Machine

The press has lately been full of hand-wringing and unhappy accounts of congressmen
swilling like so many hogs at the rich troughs of Issue-oriented or industey-sponsored
Political Action Committees (PACs). But WHO'S MAILING WHAT ! has uncovered new and even
bigger abuses--new wrinkles on an old theme--a rempaging monster of such mrl?llily as to

rival Dr, Frankenstein's,

As a contributor to a political action committee,
you should have a reasonable expectation that your
money will reach the cahdidate or campaign in
whose name the money was solicited,

Right?

. Wrong--if you contribute to certain Conser
vative or Republican organizations,

After an Intensive investigation, WHO'S
MAILING WHAT! has discovered a hole in the
Federal Election Campaign Act of 1971 and
A d of 1974 big gh to fly a fleet of
747s through, The result a series of Political
Action Committees where only a minuscule amount
of the money contributed in response to direct
mail and telemarketing efforts ever reaches the

didates o to which ders think

r Pals

they are contributing.
Instead, the money is plowed back into addi-
tional direct mail and telemarketing efforts to
raise more money.., to make more mallings to raise
more money, What has been created is the
ultimate direct marketing profit scheme where you
promise everything, fulfill nothing, and use the
‘morey to make more mailings and fund-raising
telephone calls. And a cadre of direct marketing
wizards dppear to be gelting very, very rich,
These are the "Shadow PACs*--3 fund-raising
daisy chaln that glve new meaning to the concent

€ Engywm 194 WHO'S HAILING WRAT. Siamiond, CT
#B16AUCUON 11 ONY 101 517 CLly plonipied .

of infinity.

And the Federal Election Campaign Act not
only makes these Shadow PACs perfectly legal,
but actually encourages them. .

\ .
How It All Began

What follows is not so much a traditional mystery

story but rather the story of the unraveling of a
mystery. 1t is not a pretty story, so those of our
readers who recoil from sleaze, particularly in the

direct mail industry, can stop reading now. If .

you'are not repelled at what can be
seen when you turn over 2 rock, however, bear
with us while we tura over a few rocks.

Over the past months, the Direct Marketing

Archive has been blitzed with right-wing fund-
raising efforts from a legion of different or- "

ganizations. The mailing pieces are masterpieces
of the direct mall genre, They arrive in #10
window envelopes with such patriotic cornercards
as Office of the Chairman of the Reagan Political

Victory Fund.., Conservative Victory Committee...

Americans for Bush.. Americans for Dole...
Americans for Kemp,.. Chi¢ Hecht, Unjted States
S¢nator... The Stop Kennedy Campaign... Official
1988 Vice Presidential Poll Enclosed... or, simply,
= sketch of the U.S. Capitol with the teaser
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"OPEN IMMEDIATELY."

Almost without exception the return address
for contributions is what the USPS calls 3 Unique
Zip Code in Washington, DC, on a pre-printed
bar-coded Business Reply Envelope. On checking
with the Washington post office, we leatned that

all such letters were delivered to the Washington

1-1elligence Bureau--a caging service in northesn . Americ
“Tinia,  Few BOre any street address or P.O..

.amber,

"~ .uded in each effort is a 4-page letter (in
..<n every paragraph Is a single sentence), a
teply form, and Business Reply Envelope with a
Cheshire addressing label on the back, The copy
is brilllang. Each mailing addresses a single issue:
the Nicaraguan Freedom Fighters... "Liberal Spend-
ing"... "The Most Dangerous Man in America® (Jesse
Jackson)... “Billions Cut from the Defense Budget."
Many of the letters reiterate the looming p

ganization to assist in following the money trail
hidden in the microfilmed records of the Federal
Election Commission (FEC), It came as somewhat
of a surprise to discover that the three PACs
under our scrutiny were sharing the same direct
response agency: &gﬁg&%;_ﬁg._l‘ug, aswell
as its sister companies, THe sts, Inc. and
ne Marz up, Jnc.--all

1= dress: 2070 Chain
Bridge Road, Vienna, Virginia,

From 1985 through the first quarter of 1988,
the three PACs we examined took in $5,644; 'h)A
contributions, Of that, $3,531,122+-0, -
was funneled into the theee Response DyRamics

fes, with the bal going for printing,
envelopes, caging services, computer work, office
expenses, “donaxions' b ‘other*PACS, m

flrst four months of 1988, a staggering58.2% of
one political action ittee’s receipts-weré paid

¢+ the Soviet threat and the specter of godless

8 vaet barharism,
Nuwee mind that the letiers are riddled with
factual erors, om-or-d'm information, overuse of
. d teanmlied

] P A 8 1) ¥
punctuation and--above all--vague promises; every
effort represents sheer creative genius thatinvokes
patriotism, a nation in peril, and desperate need,
Every one of these mailings makes the wings of
the eagle flutter; in terms of raw emotional appeal,
they are the print embodiment of tears and
mascara running down the cheeks of & weepy
Tammy Faye Bakker,

«  "Who Aro Those Guys?*

*Who are those guys?” is what the movies* Butch
Cassidy and Sundance Kid ask each other as they
watch a posse of pursuers coming after them
relentlessly. We, too, can be excused for wonder-
ing who is behind this unrelenting effort to scare
large sums of money out of Conservatives and
Republicans.

These are the new breed--the indomitable
Shadow PACmen of the '80s who have discovered
what is tantamount to a perpetual money machine.
They are emphatically not part of any political
process; they aré direct marketers, pure and
simple, -+ - B A TP T S

It was Watergate's snonymous informant, *Deep
Throat," who tipped Washingion Post reporter Bob
Woodward in that deserted undérground parking
garage to "Just follow the money.*

Actordingly, we isolated thrée PACs and
engaged an exnerienced Washington research or-
$ sraTigee &Y

£ gaenan
EHH

to-=or earmarked for-~the Responss Dynamics,
Ine, (RDI) companies.

Amounts actually given to various federal
candidates whose names were invoked in the
mailings: $88,928, or a pathetic 1.6% of the take.

Who Are the Suckers?

According to Federal Election Commission rules,
all contributors of $200 or more must be listed by
name, address and occupation in each PAC's
reports. A huge segmént of the donors listed in
FEC records are senior citizens, retirees, house-
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. wives and former military personnel. Some are
*pensioners residing in such places as the Ridge-
crest Retirement Village in Davenport, lowa, or the
Vermont Baptist Home in Brattleboro, and who can
probably ill-afford to give. To these Americans
who are easily frightened at”the prospect of
h the is simple: *Don't let them
take it away from you!* It is delivered with an
air of extreme urgency in short, sharp staccato
bursts reminiscent of machine-gun fire.
Imagine the heady electricity of an urgent Jong
distance personal call from Washington, DC, to
the resident of 2 sleepy old folks' home with a
desperate pléa for money--any amount!/=-10 save
the country from the Russian threat. The listings
of regular contributions of $10, $25 and $50 is a
poignant testimonial to these donors® patriotism-«~
and the brilliance of Response Dynamics' direct
mail and telemarketing abilities.
Let's look at the three PACs:

Amerlean Citizens for Political Action
(a.ka. Amerlcans for Dole,
Reagan Political Victory Fund)

According 10 8 statement of organization filed on
March 11, 1985, American Citizens for Political
Action's (ACPA) address was Suite 212,-140 Little
Falls Street, Falls Church, Virginia. Its letterhead
showed the treasurer 18 be Randy Goodwin,
Richard C. Hahn was listed as director of Opera-
tions and Robert E. Dolan as Chairman.

" .How \;‘rouldothose early contributors feel
knowing that $30,000 eir money went for an
interest-free 1m‘?§ﬂ‘m Hahn,.. and that, as
of Marc¢h 30, 1988, Hahn was in arrears, with 2
balance of $24,500 outstanding?

A cursory look at ACPA’s current FEC reports
would indicate.that it is a hollow organization.
There are no salaried employees; it pays no rent;
there is not even the most rudimentary mechanism
to impl t the promi however vague--of its
solicitations, e

A study of American Citizens for Political
Action's reports of receipts and disbursements
reveals some peculiar anomalies. In 1985, it
received $71,735.01 in contributions from indi-
viduals and  disbursed $106,716.88 (that is, it
operated in the red) but gave not a single penny
to any campaign or candidate for federal office
despite reporting cash on hand at the end of that
year of $19,170.99.

*Prospecting®-~i.e., pouring money iato list
testing and list building is not uneorimoaz ir the
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early phase of an organization or a marketing
campaign. What is so interesting about the PACs
we investigated is that *p; ting® seems to
have become a way of life for them,

From 1985 thréugh March 31, 1988, ACPA
received $3,561,469 in contributions. Of that,
Response Dynamies and related companies billed
$2,119,626--or 59.5%-<for “Creative, Delivery,

"Postage, Typesetting, Paste-up, Photo, Oper.,

Telemarketing and List Rental.” As of March 31,
1988, ACPA reported cash on hand of $77,409.

How much went to federal candidates during.

the four-year period? A totalof $41,800--or only
1.2% of receipts--was aciuvally
federal political candidates.

-

-~

Natlonal Securlty Political Action Committee
(a.k.a. Americans for Bush,
1988 Senate Vietory Fund)

The National Security Political Action Committee
(NSPAC), which began reporting to the Federal
Election Committee as of May 1, 1986, operating
from Suite 420 at 3200 Morrison Street, NW,
Washington, DC appears to be another hollow
organization.  Elizabeth 1, Fediay, the only
remunerated employee, was reported as being the
secretary/treasurer of this organization. Over the

- first two years, NSPAC operated out of the

™ d to"

o

-
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* Fedlay residence and paid no rent--3 flat violation
of FEC regulations.

. From its inception through April 30, 1988,
NSPAC reported receipts of $1,696,930. Of that,
$1,296,026--or 76.3%--was paid to or earmarked
for the Response Dynamics companies, On April
30, 1988, NSPAC reported cash ofi fidnd of $9,942.
During that same period, a total of $41,600--or
only 2.5% of receipts--was contributed to federal
political candidates.

One truly startling sét of numbers: in the first
four months of 1988, NSPAC reported receipts of
$585,290 with $574,560--a whopping 98.2%--paid
to or earmarked for the Response Dynamics com-
panies.

Cotservalive Victory Committee
(a.k.a. Americans for Kemp)

The Conservitive Victory Committee (CVC) began
reporting to the FEC in October of 1987, with
7ia K. Sholes;a paid employee as treasurer.
7om 165 Inception to the four months ended April
30, 1988, the CVC took in $386,553. Of that,
$115,469--0r 29.9%-~-was paid out to--or ear-
matked for--the Response Dynamics companies,
Cash on_hand [] 0 : 175
During its existence, a total of $5,528--or 1.4%-~
was contributed to federal political candidates. —

‘The PACmen's Ultlmate Act of
Duplicity, Cynicista and Greed

The reason for homing in on thes¢ three PACs
was the result of receiving a series of mailing$ on
- * 4antiat did

behalf of Republ p

efforts fooking and sounding very much atike--

during the first three months of 1988, On a

letter from the organization calling itself *Ameri-

cans for Dole,” we found the following notation:
“Americans for Dole is a special project of
and has been paid for by American Citizens
Jor Foinical Action. Not authorized by any
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candidate or candidate’s commitiee, A copy

of our annual repors is availablé from the

Federal Election Commiuee. Contributions

‘or gifts to this organization are not
deductible as charitable contributions for

Federal income-tax purposes.”

A similar letter from *Americans for Bush®.
bore a notation Indicating that it was & special
project of and had beeni paid for by the National
Security Political Action Committee,

And *Americans for Kemp® turned out to be *a
project of and was paid for by the Conservative
Victory Committee.” The footnote to the "Ameri-
cans for Kemp® letter added that it was "Not
authorized by any Candidate or Candidate's
committee.” . . . ’

This then was the ultimate act of duplicity,
cynicism and greed by the Shadow PACmen. ‘The
bogus efforts for Bush, Kemp and Dole--all
created by Response Dyiamics and Jronted by
three PACs with which RDI had the coziest of
relationships--were perfectly timed to cash inon
the massive publicity generated by the fierce
primary contests. These mailings flooded Republy
jcan and Conservative households precisely when
the three candidates were in 4 desp Jife-and-
death struggle for primary funds. They were
pointedly designed to corifuse the electorate. For
example, compare the envelope corner¢ards of
*Americans for Bush® and Bush For President=-
blue boxes with red lines and white type reversed

o

ut.
Which was the gepuine campaign? Which was
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a phony PAC? If donors gave money to "Ameri-
cans for Bush," would they respond to an appeal

- from George Bush for President a week later? It's
highly doubtful,

None of the people we contacted in Jack
Kemp's congressional office nor in his Genuine
PAC--Campaign for a New Majority-«knew of
"Americans for Kemp.*

But George Bush's campaign well knew *Ameri-
cans for Bush." Research director, Tony Lopez,

cloaked by those reported by the "parent” PACs,

‘The rules of the game have been Jaid down in
Title 11 of the Code of Federal Regulations,
which governs the operations of the Federal
Election Commission. For some reason known
only to the framers of this Title, provision was
made for what are called *Independent Expendi-
tures® (JEs) by political action committees.

An independent expenditure is defined s

"«. an expenditure for a

told us:

*I've shown this swuff to ow lawyers and

there's nothing they can do. These guys are

stealing money from our campaign.”

This was confirmed by John P. Maxwell, *
Consulting Director for Bob Dole's PAC, Campaign
America:

*f got a telemarketing call from Americans

Jor Bush, They were trying to make people

think they were giving to the Bush cam-

paign. Finally it dawned on me that this

aus not George Bush's campaign. 1 scid 1o

him, 'You're not affiliated with the George

Bush campaign.' He said, 'Oh, yes, we are.'

I called the Bush campaign counsel the next

day and he expressed exasperation thas they

tried lots of different ways to get it stopped

and were pretty well halted every which

way.*.. - -

Maxwell was so incensed that he sent an
affidavit detailing the phone call to the George
Bush campaign for use in any legal action against
*Antericans for Bush,”

Bob Dole Campaign Counse! Scott Morgan said,
point-blank, *These are not good folks." Then he
chuckled, *1 shouldn't say that. I've never met
thern, Maybe they are lovely people.” He added
the “Americans for Dole" telemarketing campaign
was particularly brazen,

"The 1elemarketing people caused big
problems. They would hit up our big donors
who we don't normally telemarket--people
who had maxed out or didn't want 1o give
any more for other reasons. No. these were
people we were Irying lo stop.”

What's Golng On Here?

A money-raising campaign in the name of a candi~
date but not authorized by that candidate? Under
Federal Election Commission rules, these "special
projects* are not required to register as PACS,
Their funds and disbursements are merged with
those of the "parent” PACs, and their activities are

€ CODYHIRL 1518 WHT 34 15 WHRAY Srooms
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(emphasis ours) expressly advocating the
election or defeat of a clearly identified
candidate that is not made with the
cooperation or prior consent of, or in
consultation with, or at the request or
suggestion of, any candidate or his/her
authorized committees or agents.*
Asaconsequence, any political action commit-
tee can plow contributions from individuals back
into additional solicitations for contributions in
which a candidate is attacked or supported, And
even though little or no money may ever reath a
so-called "supported" candidate, that candidate's
name can be invoked--as in the case of "Ameri-
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.

cans for Ddle,' ~Americans for Bush® or "Ameri-"

cans for Kemp"=-to solicit money. Thesolicitation

is worded ambiguously but the implication is that
the monies contributed will indeed reach that
didate's ign. This impression is strongly

reinforced by instructions to recipients of the
mailings to make their checks payable to *Ameri-
cans for Bush,” “Americans for Dole* or *Ameri-
cans for Kemp,®
American Citizens for Political Action was
responsible for "Americans for Dole” mailings. A
search of its reports to the FEC showed that
during the time Senator Robert Dole was actively
campaigning for the presidential nod from the
Republican party, the ACPA contributed $5,000 to
him, the maximum amount permitted. But it also
contributed a like amount to Orrin Hatch, the
- junior Senator from Utah,

Twﬂ_'i_"sr}’icﬂﬂﬂmﬂ*—"sﬁ'—"Amevi-
cans for Kemp- mailings were signed by L. Brent

Bozell, HI, A well-known name in Conservative

& is the son of William F. Buckiey's

sister, Patricia), Bozell receives a thousand-dollar
monthly consulting fee from the CVC.

Donors to "Americans for Kemp® were asked to

\
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‘endorse 3 "Special Reply to Mr. Brent Bozell,*
headed "Dear Brent.* Surely responders had every
reason to believe that their signature on the
message. "Besnt, ! zm proud to stand with you

today and affirm my support o Americans for
Kemp® meant that Jack Kemp would benefit from
thelr contribution. Instead Kemp and the Kemp
primary campaign got zip, zil¢h, nothing, not a
penny. True, his name was invoked in *Indepen-
dent Expenditure® mailings from the CVC costing
$21,640 and designed to raise more money--for
more mailings--10 raise more money for more
mailings. But the CVC spent more than three
times that amount, $75,316, on similar fund
raising Jetters inveighing against Jesse Jackson,
Michaet Dukakis and Howard Metzenbaum, Obvi-
ously you can scare more dollars out of Conser-
vatives using Democratic bogeymen than you can
wheedle from them for 2 staunch Conservative |
like Jack Kemp.

The National Security Political Action Commit-
tee, the parent of "Americans.for.Bush,® gave
$4,000 to the George Bush campaign. Interesting-
ly, NSPAC contributed less money to Bush than to
Chic Hecht, the junior Senator from Nevada, thus
making a mockery of the label, "Americans for
Bush.*

) A Blatsnt Conflict of Interest
B Resp Dynamics created these ersatz
Bush, Dole and Kemp mailings, here was a blatant
conflict of interest. Can you imagine one agenoy”
handling the GM, Ford and Chrysler accounts
simultaneously? What's more, RDI took in the
fion's share of the money, créating an éxtraordi-
nary situation--a probable first in American
politics: money that loyal supporters sent into
*Americans for Bush® was then furineled Into Re-
spons¢ Dynamics, a private company creating
mailings for Bush's arch tivals, Dole and Kemp.

. And vice-versa, And versa-vice,

RDI's marketing strategy was clear: bet on
every horse in the race; whichever was the pri-
mary winner, a Shadow PAC--‘and a thoroughly
tested mailing--would be in place to immediately
start siphoning off cash from the presidential
campaign.

And the strategy worked, According to The
Washington Post, once George Bush had amassed
enough delegate votes to clinch the nomination,
*Americans for Bush® announced a $10 miliion
drive for Bush--a preposterous undertaking,”
considering that $5,000 is the legal limit any PAC

- can contribute to a federal campaign. From July

$ - July 10, NSPAC spent $79,860 with Cable
News Network for 45 *Ameticans for Bush® TV
commercials in prime time, narrated by Retired




Admiral C. A, *Mark® Hill, Jr. Only an extremely
»Ignowledgeable viewer would catch on that this
was a counterfeit campaign, What's more, the RDI
fals give Vice P ident Bush a macho

image designed o ‘appeal to white males; this is

*. precisely counter lo the strategy of the real Bush
. campaign that Is desperate 10 win female and
minority voters, With a razor-thin plurality
predicted in the general election, the Shadow
PACmen could very likely cost Bush the election.
Bush has filed a formal complaint with the FEC,
accusing the NSPAC of fraud, manipulative

SPEG

the Nixon White House. As a result of these
confusing mailings (and now television efforts),
the public is being misted and our entire political
system is being ged as ob of
money are belng diverted from a legitimate
campaign into the coffersof the Stadow PACmen.

And under the law as currently written, the
entire caper--as Independent Expenditures--is
perfectly legal,

Wal(t There's Morel

These are threé PACs in bed with Response
Dynamics. ‘There are others. The Congressional
Majority Committee is another PAC where the
Hon's share of the take goes to the Responsé
Dynamics companies:- Andva Jegionof vother-
organizations not regi d with the FEC bear
the fingerprints of the Shadow PACmen of
Response Dynamics, They all use thé same scace
tactics in highly-charged, staccato prose and mike
the same kinds of vague promises, Among them
are; Americant Conservative Union, American
Defense Institute, gg_mu—mx_[mkﬂ».
C%@gyg;wummm Freedom
Fund, Security and Intelligence Foundation, Selous
Foundation, and-~believe it or not-="Robertson in
'38*, which made two January mailings.
Incidentally, along with Brent Bozell and °
Admiral Hill, among the national personalities who
have beeti snookéred into signing fund-raisiog
letters for--or lending their names as Advisors
to-<the Shadow PACs of RDI that are fleecing the
geriatric set Senators Oprin. Hatch, Jesse Helms,
Chic Hegm. Steve Symms, Paul Trible; former .

" practices and of i ionally disregarding. the
C ission's reporting obligati

Why doesn't George Bush for President go
public and anndunce that “Americns for Bush® is
a feit campaign? Probably b if word
got out nationally that there were two campaigns-«
one genuine and one bogus--p ial contributors
would be confused, and funds would dry up
completely. Lo

Clearly, here is 2 badly written (and, arguably,
unconstitutional) law--the Federal Election

\ iah Denton; U.S. Representatives
Cass Ballenger; Herbert H. B Jack Buéch~-
ner, Sonny Callahan, James A, Courter, Jack
Davis, Hal Daub, Tom DeLay, Robert K, Dornan,
David Dreier, Newt Gingrich, James V. Hansen,
Watly Herger, Duncan Hunter, Donald E. (Buz)
Lukens, Bill McCollum, Denny Smith, Barbara
Vucanovich and Geroge W\ . tley; retired Admirals

* Thomas Mootér and Gerald E. Miller.

“The Federal Election Commission records list

" more than 4,000 PACs. Hundreds more fail to

gister and go und

Campaign Act of 1971 with the 1974 Amendment

As interpreted by the Shidow PACmen, 2 federal

of fice seeker is denied sole proprietorship of his
. ot her own name.. As a result the Shadow
PACmen--whether by intent or not--sabotaged the
fund-raising efforts of their very own Republican
and Conservative candidates with surgical precision
and near invisibility in a scheme reminiscent of

€ Copyrigh 1988 WHO'S MAILING WHAT! &
ReDrogucion n SAY KM STty ProAic

.

‘What can bé doné to stop the Shadow PAC-
men? Quite simply a major overhaul of the
Federal Election Campaign Act is needed; other-
wise Congress should repeal it altogether and let
a political free market take over,

To see where the money went, please lurt page...

|
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Where the Money Went

Compl'led from Reports to the Federal Election Commission

A

To
. To To American  Total Spent with  Total Donated to
Gross Response  Best “Telemktg RDl Companfes  Federal Candidates
¢ Dvpamles  List Co, _Group (%) ] (%)

(a.k.2. Amerlcans for Dole)
From 1/85 through 3/30/88

© 1985 S 71,735 5 20,115 $ 7418 § 4,004 § 31,537 (44.0%) $ 0 ( 0%)
<1986 1,092,619 427,441 139,309 69,547 636,297 (58.2%) 600 (0.05%)
1987 1,770, 355 857, 344 246,502 51,858 1,155,704 (65. 3“6) 21,300 (1.2%)

ATotal 53,561,469 Sl,531,38$ $ 412,725 § 169,516 $2,119,626 (59. 5%) S4l,800 (1.2%)

(n.k.a. Americans for Bush)
From formatlon 5/86 through 4/30/88

© 1986 § 291,765 § 01,365 § 9,617 § 64932 § 165914 (569%) $ 0 ( 0%) -
1987 319,876 292,612 68,363 194,579 555 554 (67.8%) 21,600 (2.6%)

Total Sl 696.930 $ 677,835 § 293,234 § 324,958 81, 296 027 (76.4%) S-ﬂ 600 (2.5%)

. .

ve VI
(a.%.a, Americans for Kemp)
o From formatlon 10/87 through 4/30/88
19878 93,067 § 8,280 § 2630 H $ 10910 (11.7%) $ 0 ( 0%)

Total S 386 555 $ 48,837 8 32.774 $ 33,858 § 115, 469 (29. 9%) 55528 (l 4%)
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Conservative Victory Committee

October 11, 1988

Paul Smith, Esq.

Onek, Klein and Farr R
2550 M., Street, NW

Suite 350

Washington, DC 20037

Dear Paul:

I appreciate the time you took to discuss the very serious
matter concerning the Who's Mailing What! Special Repotrt
(July/August, 1988). As you requested, I am sending along an
explanation for our tremendous anger.

According to the newsletter, those of us who ran “Americans
for Kemp" created "the ultimate, direct-marketing profit scheme,
where you promise everything, fulfill nothing, and use the money .
to make more mailings and fundraising telephone calls." oOur
"bogus efforts for...Kemp...[were] all created by Response
Dynamics." 1In fact, I "have been snookered into signing
fundraising letters for...the shadow PACs of RDI that are fleecing
the geriatric set."

The newsletter contends we are part of "the new breed-~the
indominable shadow PAC-men of the 80's who have discovered what
is tantamount to a perpetual money machine, ([We) are emphatically
not part of any political process. [We] are direct marketers pure
and simple...a cadre of direct-marketing wizards who appear to be
getting very, very rich.% -

Further, our efforts are "pointedly designed to confuse the
electorate...riddled with factual errors, out-of-date information
[and] above all--Vvague promises." That "Americans for Kemp"
turned out to be "a project that was paid for by the Conservative
Victory Committee [was) the ultimate act of duplicity, cynicism
and greed by the shadow PAC-men."

How dishonest have we been? "Surely responders had every
reason to believe that their signature on the message, 'Brent, I'm
proud to stand with you today and affirm my support to Americans
for Kemp' meant that Jack Kemp would benefit from their
contributioh. Instead, Kemp in the primary campaign got zip,
zilch, nothing, not a penny." Therefore, "as a result the shadow
PAC-men--whether by intent or not--sabotaged the fundraising
efforts of their very own Republican and conservative candidates
with surgical precision and near invisibility in a scheme
reminiscent of the Nixon White House."

And where does the money go? "As a contributor to a
political action committee you should have a reasonable expectation
that your money will reach the candidate or campaign in whose
name the money was solicited. Right? Wrong-~-if you contribute
to certain conservative or Republican organizations. ...The result:
a series of political action committees, where only a minuscule
amount of money contributed in response to direct mail and .
telemarketing efforts ever reaches the candidates or campaighs to
- which responders think they are contributing. ...From its inception
to the four months entered April 30, 1988, the CVC took in ‘
$386,553.00. Of that $115,469.00-~or 29.9%--was paid out to~-or
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earmarked for--the Response Dynamics Companies. ...During its
.existence, a total of $5,528.00--or 1.4% was contributed to
Federal, political candidates."

Now, all of the above was determined when Who's Mailing
¥hat! "isolated three PACs and engaged an experienced Washington
research organization to assist in following the money trail
hidden in the microfilmed records of the Federal Election
Commission." How this "experienced Washington research
organization"~~which is unnamed--could have made so many mistakes
is immediate grounds for suspicion. And why neither this unnamed
"experienced Washington research organization" nor the editors of

' bothered .to place one single phone call to us
:grcggggont us with any of these charges shows a serious disregard
cs.

So let me do some enlighteﬁiﬂg hére{ .

1, The Conservative Victory Committee was formed in the
fall of 1987. 1Its purpose was and is to support conservative
candidates and causes nationwide. The CVC raises money through
direct mail, telemarketing, high-dollar solicitation, and special
events., While the CVC retains the services of consultants and ’
part~-time staff members when the need arises, there is only one

who is on the payroll on a full-time basis. In fact, the
$1,000/month consulting fee I receive ‘has been donated by me to
charitable causes.

2. RDI had pothing to do with the creation of the cvC:
No one from their organization serves in any formal -- or :
informal~--capacity in the leadership of the CVC. Moreover, I was
never "snookered" into signing any letters for RDI. I readily
signed, and stand by, all letters bearing my name, which were to
appeals originated by the staff of the CVC.

3. The CVC has undertaken numerous political campaigns
in our first year, through direct mail that (like our efforts to
stop INF) have absolutely nothing to do with campaign contribu-
tions--a fact that would be clear to any unnamed "experienced
Washington research organization".

4. The story cites, chapter and verse, only part of
Title 11 of the Code of Federal Regulations dealing with inde-
pendent expenditures. Didn't this unnamed "experienced Washington
research organization" know that the Kemp campaign got "“zip,
zilch, nothing, not a penny" because to coordinate or communicate
with the Kemp.Campaign would have been illedal? By law any PAC
is limited to_giving $5,000 to a Presidential primary campaign,
which is the reason we established an independent expenditure
effort--pecause we wanted to do more than $5,000 worth of help
for the Kemp presendential effort. This is the advantage of
independent expenditure campaigns that anyone with the slightest
uhderstanding of pglitics-for direct mail--knows.

’ 6. And ho¥ big was this "Americans for Kemp" campaign,
this "perpetual money machine" through which we were "getting
very, very rich" because we "sabotaged the fundraising efforts"
of Kemp? Ready? "Americans for Kemp" consisted of one--count

‘em, one--mailing to 50,000 individuals at a cost of $20,000 as a
test of an independent-expenditure campaign to help the Kemp for
president effort. The results of the test were favorable, by
direct marketing,standards, and technically justified a con-
tinuation of thi® project. Although the continuation might have
been financially lucrative for the CVC in the long run, we made the
decision to halt the program instead when I concluded we would
not net enough immediate funds to provide a substantial enough
effort in this campaign. Moreover, four contributions we received
- from the test-~totalling $3,000-~

9
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6. The financial data regarding the ¢vVC ("a.k.a.
‘Americans for Kemp') is completely wrong--with apologies to this
unnamed "experienced Washington research organization." an
.- analysis of our fundraising efforts would show that we spent
money on numerous non-candidate support efforts (like "Stop INFY)
which were never meant to generate money for candidates. Further,
according to FEC Regulations, candidate related expenditures fall
into three categories: cash, in-kind, and independent expen-
ditures--all of which must be, and were, reported by us in our
FEC reports. The ' article conveniently lumped
all of our direct-mail fundraising returns under the category of
"candidate fundraising” while omitting the independent expenditures
and issue expenditures which were also filed. Thus, the figure
of $386,553.00 generated for candidates was wrong. The figure of
$5,528.00-~or 1.4%~-contributed to Federal political candidates
was wrong. And the figure of $115,469.00~--or 29.9%--paid out to-
-or earmarked for--the Response Dynamics Companies was also wrong
because that included payments used to purchase postage. Nice

touch.

I could go on and on, but I think I've made my point.
There 'is something really rotten going on here. The story is
riddled with errors and reaches truly damaging conclusions.
Needless to say, the tone is insulting and repugnant. That this
"research" was so inaccurate and that we were
led us to believe that there was more to this story.

Now we know there was.

Frankly, I don't care to fight the battles of others who
feel they were wronged by the article. But neither will T be
satisfied by a simple retraction--especially having learned that
this article was mailed to a lengthy list of conservative leaders
and media leaders in an attempt to damage us. . :

We will settle for nothing less than a full retraction in
the newsletter and an immedjate, and separate, letter of apology
to the atorementioned list, and both letters must reach our
satisfaction. If your client does not agree to these terms-~and

~~1 will write and send the letter myself. And

when I do, I will give the full story, including the genesis of
the article and the people and political reasons behind it. And
then we will turn the matter over to our attorneys to seek
financial relief. I will expect this matter to be resolved no
later than Friday, October 14.

Sincerely yours,

L Ber 7S0b

L. Brént Bozell, III
Executive Director

O

28-713 (148)



