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This consent order addresses WebTV Networks’ promotion of the 
WebTV system, consisting of a set-top box and an Internet service, which, 
together allow users to connect to the Internet through a telephone line and a 
television. The complaint alleges that the Respondent falsely claimed that the 
WebTV system was the equivalent of a personal computer providing access to 
all of the Internet’s content and that upgrades would keep users current with the 
latest Internet technology. The complaint also alleged that WebTV failed to 
adequately disclose that a significant percentage of U.S. consumers would 
incur long distance telephone charges while connected to the Internet through 
the WebTV service. The consent order prohibits the Respondent from making 
the previously made false representations that WebTV system provides access 
to all internet content; that the WebTV system was the equivalent to a personal 
computer in terms of web access; and that upgrades to their system would keep 
users current with the latest internet technology, as well as any other 
misrepresentation about access to internet or the functionality of any internet 
related product or service.  The order also prohibits the Respondent from 
representing the price of internet access without a clear and conspicuous 
disclosure of all material information regarding that price and all related 
charges including potential long distance charges.  Additionally, the order 
requires the disclosure of information regarding long distance charges to 
include that users are likely to incur the charges, how they can determine if 
they will incur these charges, a source of information about how, if possible, to 
avoid these charges. 

 
Participants 

 
For the Commission: Dean C. Forbes, L. Mark Eichorn, Tara 

A. Hurley, Toby Milgrom Levin, Joel Winston, C. Lee Peeler, and 
BE. 

For the Respondents: Charles Buffon, Covington & Burling 
and Scott Maples, WebTV Networks.  
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COMPLAINT 
 

The Federal Trade Commission, having reason to believe that 
WebTV Networks, Inc., a corporation (“respondent”), has 
violated the provisions of the Federal Trade Commission Act, and 
it appearing to the Commission that this proceeding is in the 
public interest, alleges: 

  
1. Respondent WebTV Networks, Inc. is a California corporation 
with its principal office or place of business at 1065 La Avenida, 
Mountain View, CA 94043. 
 
2. Respondent has patents pending for the technology and design 
of WebTV set-top boxes, devices used in conjunction with a 
telephone line, a television, and respondent’s Internet service to 
connect to the Internet.  Respondent licenses the WebTV set-top 
box technologies to various companies, including Sony, Philips 
Electronics, and Mitsubishi, which manufacture and sell WebTV 
set-top boxes.  Respondent sells the Internet service called 
WebTV Network, for which it charges a monthly fee. 
 
3. The acts and practices of respondent alleged in this complaint 
have been in or affecting commerce, as “commerce” is defined in 
Section 4 of the Federal Trade Commission Act. 
 
4. Respondent has disseminated or has caused to be disseminated 
advertisements and promotional materials for the WebTV 
Network Internet service and WebTV set-top boxes, including but 
not limited to the attached Exhibits A through G.  These 
advertisements and promotional materials contain the following 
statements:  
 

A. (Exhibit A: advertising template) 
 

“WebTV service offers 
• Complete and affordable Internet access 
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.   .   .   . 
 
[Fine print disclosure]:  WebTV Network service is not 
available as a local call everywhere.  Toll charges may 
apply.” 
 

B. (Exhibit B: brochure) 
 

“And you’ll pay a flat fee of $19.95 a month with no extra 
charges for long distance e-mail.** 
 
.   .   .   . 
 
With WebTV you can turn your TV into a powerful rocket 
ship any time you feel like exploring new places and ideas.  
There=s virtually no place on earth you can’t travel to; no 
person, place or thing you can=t easily find out more 
about. . . .  WebTV even offers free automatic service 
upgrades that keep the Network as up to date as possible.  
 
.   .   .   . 
 
[Fine print disclosure on back of brochure]:  **WebTV 
Network service is not available as a local call 
everywhere.  Toll charges may apply.” 
 

C. (Exhibit C: brochure) 
 

“[Consumer] [Bill M] ‘Now that WebTV came along, 
heck, who needs a computer.  For almost a fraction of the 
cost, I can visit any city in the world, learn facts and even 
send e-mail.  And best of all, I won’t have to worry about 
software upgrades since WebTV handles that.’” 
 

D. (Exhibit D: promotional video) 
 

“[Will Shriner]:  With WebTV, the Internet is finally fast, 
easy, and affordable.  You don’t need a computer.  There 



 WEBTV NETWORKS, INC. 1015 
 
 
 Complaint 
 

 
 

is no software to install.  Plus you always get free 
automatic upgrades. 
 
.   .   .   . 
 
For entertainment, information, communication, and help 
just getting things done, WebTV is all you need. 
 
  
.   .   .   . 
 
To stay connected with family and friends, WebTV offers 
e-mail.  You can even make new friends all over the world 
without paying expensive long distance phone bills. 
 
[Visual disclosure (fine print)]: WebTV Network service 
is not available as a local call everywhere.  Toll charges 
may apply. 
 
.   .   .   . 
 
Its only $19.95.  Surf the Net as often as you want on 
WebTV. 
 
[Visual disclosure (large)]:  Monthly subscription only 
$19.95 
 
[Visual disclosure (fine print)]:  WebTV Network Service 
is not available as a local call everywhere.  Toll charges 
may apply.]” 
 

E. (Exhibit E: letter to consumers accompanying promotional 
video) (emphasis in original) 

 
“WebTV brings all the incredible entertainment and 
information of the Internet right to your TV. 
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.   .   .   . 
 
Buy your WebTV Internet Terminal at your local 
consumer electronics store for about $250.  Then, pay a 
flat rate of only $19.95 a month to enjoy easy access to the 
Internet right on your TV.* 
 
.   .   .   . 
 
  
But ultimately, the best reason of all to subscribe to 
WebTV is that it opens up new worlds of entertainment, 
information and fun like nothing else can.  With easy 
access to the Internet on your TV, you can visit thousands 
of fascinating web sites, quickly research almost any topic, 
person, place or thing that catches your fancy, even 
receive e-mail with people across the street or across the 
ocean. 
 
.   .   .   . 
 
The Internet is one of the most important innovations of 
our time, and its incredible content should be readily 
available to anyone and everyone.  With a WebTV 
Internet Terminal from Sony or Philips Magnavox and a 
low-cost subscription to WebTV*, it finally is. 
 
.   .   .   . 
 
[Fine print disclosure on back of letter]:  *WebTV 
Network Service is not available as a local call 
everywhere.  Toll charges may apply.” 
 

F. (Exhibit F: television infomercial) 
 

“[Moderator/Announcer (Wil Shriner)]:  You have heard 
of e-mail?  That’s electronic mail that lets you send and 
receive messages anywhere in the world, without the 
hassle of stamps or the cost of long distance calls. 
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.   .   .   . 
 
[Announcer (Unidentified)]: And you don’t need a 
computer. . . .  Whether it’s entertainment, communication 
or education, it's all on WebTV.   
.   .   .   . 
 
[Visual disclosure (large)]:  Only 19.95 a month. 
  
[Announcer (Unidentified)]:  Then, get hooked up to the 
WebTV Network and surf all you want for only $19.95 a 
month. 
 
[Visual disclosure (fine print, no corresponding audio)]  
WebTV Network Service is not available as a local call 
everywhere.  Toll charges may apply. 
 
.   .   .   . 
 
[Shriner]:  Great.  So, Christina, you know, one of the 
things I like to do is chat.  You can go on and you can find 
anything you want to talk about, any subject matter, you 
go into a chat room.  I understand you like that as well. 
 
[Consumer (Christina)]:  Yeah, I do, because it saves a lot 
of money on phone bills.  I call up my friend in 
Washington, talk for about a minute or two and tell him to 
go downstairs in his dorm, go online, and we start 
chatting. 
 
.   .   .   . 
 
[Shriner]:  I mean, having WebTV is like having a huge 
resource library, the Internet, the World Wide Web, all of 
that is available for you right now. 
 
.   .   .   . 
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[Consumer (Anita)]:  Whatever you are into, it’s there. 
 
.   .   .   . 
 
 
[Shriner]:  . . . So, Pete and Cammi have an interesting 
story.  They knew each other, then they moved apart, and 
now they have come back together to get married, all with 
the help of WebTV. . . .  So, you both have WebTV boxes. 
. . .  The living 500 miles apart, does it make you feel 
closer? . . . .  How much money do you think you’ve saved 
on phone bills? 
 
[Consumers (Pete and Cammi)] [Cammi]:  Oh, on our 
phone bill?  Hundreds of dollars.” 
 

G. (Exhibit G: Web page) 
 

“6. Why WebTV instead of a computer? 
 

WebTV offers a variety of special entertainment 
features you can't get on a computer, only TV.  Unlike 
a computer, WebTV comes with free service upgrades 
so you don't have to worry about new software.  . . . 
 
.   .   .   . 
 

25. What is the cost of service, and what are the terms of 
commitment? 

 
The WebTV Network is a flat rate of $19.95 per month 
and WebTV Plus Network is $24.95 a month.  . . . 
 
.   .   .   . 
 

40. Looks like WebTV now supports a lot of Internet 
standards.  Is this significant? 
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Absolutely.  The Internet changes constantly, and 
WebTV is committed to enhancing the user experience 
by regularly delivering new functionality. WebTV's 
free periodic service upgrades keep the WebTV 
Network current with Internet standards.   . . .” 
 

5. Through the means described in Paragraph 4, respondent has 
represented, expressly or by implication, that: 
 

A. The WebTV set-top box is equivalent to a personal 
computer with respect to its Internet-related performance; 

 
B. The WebTV set-top box and respondent’s Internet service 

provides access to all of the Internet’s content, including 
all of the entertainment and information available on the 
Internet; and 

 
C. Respondent’s upgrades to the WebTV set-top box and 

respondent’s Internet service keeps users current with the 
latest Internet technology. 

 
6. In truth and in fact: 
 

A. The WebTV set-top box is not equivalent to a personal 
computer with respect to its Internet-related performance.  
For example, WebTV set-top box users are unable to 
download, store, or run software available on the Internet, 
display certain Web pages or play certain Web files, or 
open email attachments in certain common formats; 

 
B. The WebTV set-top box and respondent’s Internet service 

do not provide access to all of the Internet’s content, 
including all of the entertainment and information 
available on the Internet.  For example, WebTV users are 
unable to access files on Web sites that use popular 
formats or programming languages, including popular 
Internet technologies for Web site audio, video, 
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interactivity, and multimedia used for online entertainment 
and information communication; and 

 
C. Respondent’s upgrades to the WebTV set-top box and 

respondent’s Internet service have not kept users current 
with the latest Internet technology.  For example, upgrades 
have failed to provide certain commonly used Internet 
technologies for audio, video, interactivity, and 
multimedia. 

 
Therefore, the representations set forth in Paragraph 5 were, 

and are, false or misleading. 
 
7. In its advertising and sale of the WebTV Network Internet 
service and its advertising of WebTV set-top boxes, respondent 
has represented, expressly or by implication, that the total cost to 
consumers of using the WebTV Network Internet service and the  
WebTV set-top box is the initial purchase price of the WebTV 
set-top box hardware plus the flat monthly subscription fee for its 
WebTV Network Internet service.  Respondent has failed to 
disclose adequately before purchase that a significant percentage 
of U.S. consumers will incur toll charges while connected via the 
WebTV Network Internet service to the Internet.  This fact would 
be material to those consumers in their purchase or use of the 
service or product.  The failure to adequately disclose this fact, in 
light of the representation made, was, and is, a deceptive 
practice.8. The acts and practices of respondent as alleged in this 
complaint constitute unfair or deceptive acts or practices in or 
affecting commerce in violation of Section 5(a) of the Federal 
Trade Commission Act. 
 

THEREFORE, the Federal Trade Commission this eighth day 
of December, 2000, has issued this complaint against respondent. 

 
By the Commission. 
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DECISION AND ORDER 
 

The Federal Trade Commission having initiated an 
investigation of certain acts and practices of the respondent named 
in the caption hereof, and the respondent having been furnished 
thereafter with a copy of a draft of complaint which the Bureau of 
Consumer Protection proposed to present to the Commission for 
its consideration and which, if issued by the Commission, would 
charge respondent with violation of the Federal Trade 
Commission Act; and 

 
The respondent, its attorneys, and counsel for Federal Trade 

Commission having thereafter executed an agreement containing 
a consent order, an admission by the respondent of all the 
jurisdictional facts set forth in the aforesaid draft of complaint, a 
statement that the signing of said agreement is for settlement 
purposes only and does not constitute an admission by respondent 
that the law has been violated as alleged in such complaint, or that 
the facts as alleged in such complaint, other than jurisdictional 
facts, are true and waivers and other provisions as required by the 
Commission=s Rules; and 

 
The Commission having thereafter considered the matter and 

having determined that it had reason to believe that the respondent 
has violated the said Act, and that complaint should issue stating 
its charges in that respect, and having thereupon accepted the 
executed consent agreement and placed such agreement on the 
public record for a period of thirty (30) days, and having duly 
considered the comments received, now in further conformity 
with the procedure prescribed in ' 2.34 of its Rules, the 
Commission hereby issues its complaint, makes the following 
jurisdictional findings and enters the following order: 

 
1. Respondent WebTV Networks, Inc., is a corporation 

organized, existing, and doing business under and by virtue of the 
laws of the State of California, with its office or principal place of 



1084 FEDERAL TRADE COMMISSION DECISIONS 
 VOLUME 130 
 
 Decision and Order 
 
business located at 1065 La Avenida, Mountain View, California 
94043. 

 
2. The Federal Trade Commission has jurisdiction of the 

subject matter of this proceeding and of the respondent, and the 
proceeding is in the proceeding is in the public interest. 

 
ORDER 

 
DEFINITIONS 

 
For purposes of this order, the following definitions shall apply: 
 
1. AInternet access product@ shall mean AWebTV Classic,@ 

AWebTV Plus,@ any other version(s) of the WebTV set-top 
box, or any other Internet appliance or access product licensed 
or sold by respondent for connection to respondent=s Internet 
access service(s).  AInternet access service@ shall mean the 
AWebTV Network@ service, including the services for the 
WebTV Classic and WebTV Plus devices, or any other 
version of respondent=s service for connection to the Internet. 

 
2. AClear(ly) and conspicuous(ly)@ shall mean as follows: 
 

A. In an advertisement communicated through an electronic 
medium (such as television, video, radio, and interactive 
media such as the Internet and online services), the 
disclosure shall be presented simultaneously in both the 
audio and visual portions of the advertisement if the claim 
triggering the disclosure is presented by both audio and 
video means.  In any claim presented solely through visual 
or audio means, the disclosure may be made through the 
same means in which the claim is presented.  Any audio 
disclosure shall be delivered in a volume and cadence 
sufficient for an ordinary consumer to hear and 
comprehend it.  Any visual disclosure shall be of a size 
and shade, and shall appear on the screen for a duration, 
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sufficient for an ordinary consumer to read and 
comprehend it. 

B. In a print advertisement, promotional material, or 
instructional manual, the disclosure shall be in a type size 
and location sufficiently noticeable for an ordinary 
consumer to read and comprehend it, in print that contrasts 
with the background against which it appears. 

 
C. On a product package, the disclosure shall be in a type size 

and location on the principal display panel sufficiently 
noticeable for an ordinary consumer to read and 
comprehend it, in print that contrasts with the background 
against which it appears. 

 
The disclosure shall be in understandable language and syntax.  
Nothing contrary to, inconsistent with, or in mitigation of the 
disclosure shall be used in any advertisement, on any package, or 
on any log-on screen, dialog box, or other similar device. 
 
3. Unless otherwise specified, Arespondent@ shall mean WebTV 

Networks, Inc., its successors and assigns and its officers, 
agents, representatives, and employees. 

 
4. ACommerce@ shall mean as defined in Section 4 of the 

Federal Trade Commission Act, 15 U.S.C. ' 44. 
 

ORDER 
 

I. 
 

IT IS ORDERED that respondent, directly or through any 
corporation, subsidiary, division, or other device, in connection 
with the manufacturing, packaging, advertising, promotion, 
offering for sale, sale, or distribution of any Internet access 
product or any Internet access service, in or affecting commerce, 
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shall not make any representation, in any manner, expressly or by 
implication: 

 
A. That the Internet access product and a computer are 

equivalent in their ability to provide access to content 
available on the Internet; 

 
B. That the Internet access product or the Internet access 

service provides access to all of the Internet=s content, 
including all of the entertainment and information 
available on the Internet; 

 
C. Regarding any other characteristic relating to access to the 

Internet=s content or functionality provided by the Internet 
access product or the Internet access service; or 

 
D. That respondent=s upgrades to the Internet access product 

or the Internet access service keep users current with all 
the latest Internet content or functionality, 

 
unless the representation is true. 

 
II. 

 
IT IS ORDERED that respondent, directly or through any 

corporation, subsidiary, division, or other device, in connection 
with the manufacturing, packaging, advertising, promotion, 
offering for sale, sale, or distribution of any  Internet access 
product or any Internet access service, in or affecting commerce, 
shall not make any representation, expressly or by implication, 
about the cost of such product or service, unless it discloses, 
clearly and conspicuously, that using such product or service to 
access the Internet may result in long distance telephone toll 
charges for consumers, if that is the case, and how consumers can 
determine whether they would be subject to long distance 
telephone toll charges for use of such service. 

 
III. 
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IT IS FURTHER ORDERED that respondent, directly or 

through any corporation, subsidiary, division, or other device, 
shall disclose, clearly and conspicuously, on a log-on screen, 
dialog box, or other similar device, that appears prior to any 
Internet access product dialing a telephone number for which 
there is a long distance telephone toll charge: 

 
A. either that the user will incur such a charge, or that 

respondent=s communications system indicates that the 
user will likely incur such a charge, which will accrue 
while such product is connected to the Internet access 
service if that telephone number is dialed; 

 
B. how the user can determine whether in fact (s)he will incur 

such a charge, and the amount of the charge (e.g., 
notifying the user of the telephone number that such 
product will dial to connect to such service, and advising 
the user to contact his or her local and/or long distance 
telephone service provider(s) to confirm that (s)he will 
incur such a charge for dialing that telephone number and 
the amount of such a charge); and 

 
C. a source of information about means, if any, of avoiding 

such a charge. 
 
In accordance with this Part, respondent must employ a 

procedure designed to ensure that the user expressly consents to 
proceed to connect on a toll basis, on the same screen as the 
disclosures required by this Part, before a long distance telephone 
toll charge is incurred. 

 
IV. 

 
IT IS FURTHER ORDERED that respondent, directly or 

through any corporation, subsidiary, division, or other device, 
shall disclose, clearly and conspicuously, in any document stating 
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respondent=s Terms of Service, or its equivalent, and in any 
introductory kit, or its equivalent, that respondent provides to new 
subscribers upon signing up for any Internet access service, that 
consumers may incur long distance telephone toll charges as a 
result of using such service, if that is the case, and how consumers 
can determine whether they would be subject to long distance 
telephone toll charges for use of such service. 

 
V. 
 

IT IS FURTHER ORDERED that respondent, directly or 
through any corporation, subsidiary, division, or other device, 
shall offer reimbursement to certain former subscribers to the 
WebTV Network Internet access service as provided in this Part. 

 
A. Respondent shall reimburse any former WebTV Network 

Internet access service subscriber, within thirty (30) days 
of receipt of the subscriber=s AReimbursement 
Application Form,@ appended to Attachment A to this 
order, as required under either subpart B or subpart C of 
this Part, who: 

 
1. prior to March 1, 1999, incurred long distance 

telephone toll charges through use of the WebTV 
Classic and/or WebTV Plus Internet access product(s) 
and WebTV Network Internet access service within 
sixty (60) days of subscription to such service; 

 
2. has not been previously reimbursed for long distance 

telephone charges; 
 
3. canceled his or her subscription(s) to such service prior 

to April 1, 1999, within ninety (90) days after initiating 
subscription(s) to such service, and identified long 
distance telephone toll charges as a reason for the 
cancellation(s); and 
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4. within sixty (60) days of receipt of Attachment A 
provides respondent with proof of the long distance 
telephone toll charge(s) incurred (e.g., a copy of the 
subscriber=s telephone bill(s) reflecting the long 
distance telephone toll charge(s) incurred, a copy of a 
check or other form of payment for the long distance 
telephone charges, or a written declaration from the 
subscriber to respondent indicating the long distance 
telephone toll charge(s) incurred).  Provided, however, 
that in the event that a former subscriber who applies 
for reimbursement provides a copy of a check (or 
checks) or other form of payment for the long distance 
telephone charges and not a copy of the subscriber=s 
telephone bill(s) reflecting the long distance telephone 
toll charge(s) incurred, the subscriber=s 
reimbursement shall be limited to the amount of the 
long distance telephone charges incurred but no more 
than one hundred dollars ($100).  Provided, further, 
that in the event that a former subscriber who applies 
for reimbursement does not provide any proof (as 
described above) reflecting the long distance telephone 
toll charge(s) other than a declaration, the subscriber=s 
reimbursement shall be limited to fifty dollars ($50). 

 
B. Respondent shall send, within ninety (90) days after the 

date of service of this order, by first class mail, exact 
copies of the AReimbursement Offer Notification Letter 
and Application Form,@ attached hereto as Attachment A, 
to the last known address of any former WebTV Network 
Internet access service subscriber who, according to 
WNI=s records, canceled his or her subscription(s) to the 
WebTV Network Internet access service prior to April 1, 
1999, within ninety (90) days after initiating the 
subscription(s) to such service, and identified long 
distance telephone toll charges as a reason for the 
cancellation(s). 
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The front of the envelope transmitting Attachment A shall 
be in the form set forth in Attachment B to this order.  The 
phrase "ATTENTION: WEBTV LONG DISTANCE 
CHARGE REFUND NOTICE" shall appear on the front 
of the envelope in typeface equal or larger in size to 14 
point.  The words "FORWARD & ADDRESS 
CORRECTION REQUESTED" shall appear in the upper 
left-hand corner, one-quarter of an inch beneath the return 
address.  Except as otherwise provided by this order, no 
information other than that required by this Part shall be 
included in or added to the above items, nor shall any 
other material be transmitted therewith. 
 
Respondent shall also mail the AReimbursement Offer 
Notification Letter and Application Form@ to any such 
former subscriber whose mailing is returned by the U.S. 
Postal Service as undeliverable and for whom respondent 
thereafter obtains a corrected address via the National 
Change of Address (ANCOA@) registry.  Respondent shall 
retain a NCOA licensee to update its list of such former 
subscribers under this subpart by processing the list 
through the NCOA database.  The mailing required by this 
subpart shall be made within ten (10) days of respondent's 
receipt of a corrected address or information identifying 
each such former subscriber. 
 

C. Respondent shall send, by first class mail, exact copies of 
the AReimbursement Offer Notification Letter and 
Application Form,@ attached hereto as Attachment A, to 
any former WebTV Network Internet access service 
subscriber who canceled his or her subscription(s) to such 
service prior to April 1, 1999, within ninety (90) days after 
initiating subscription(s) to such service, and identified 
long distance telephone toll charges as a reason for the 
cancellation(s), and who contacts respondent to request 
reimbursement within one hundred and eighty (180) days 
after the date of service of this order.  Respondent shall 
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mail Attachment A to the address provided by such former 
subscriber within ten (10) days after the date of the 
request.  The front of the envelope transmitting 
Attachment A shall be in the form set forth in Attachment 
B to this order. 
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D. Respondent shall send reimbursement checks to former 
WebTV Network Internet access service subscribers, 
under either subpart B or subpart C of this Part, who 
complete and return to respondent the AReimbursement 
Application Form@ section of Attachment A to this order, 
postmarked within sixty (60) days of receiving it, and who 
fulfill the requirements set forth in subpart A of this Part.  
Respondent shall send each reimbursement check by first-
class mail, postage prepaid, within thirty (30) days of 
receipt of each former subscriber=s properly completed 
AReimbursement Application Form.@  The front of the 
envelope transmitting reimbursement checks shall be in 
the form set forth in Attachment C to this order. 

 
E. Respondent shall notify any former WebTV Network and 

WebTV Plus Network Internet access service subscriber 
under subparts B or C of this Part who indicates on the 
AReimbursement Application Form@ that (s)he is 
attaching proof of the long distance telephone toll 
charge(s) incurred and fails to do so, or who fails to 
otherwise apply properly for a reimbursement, of any error 
in the former subscriber=s AReimbursement Application 
Form,@ and shall provide a reasonable opportunity for the 
former subscriber to rectify any such error. 

 
F. Within one (1) year after the date of service of this order, 

respondent shall furnish to the Commission separate lists 
of the former WebTV Network and WebTV Plus Network 
Internet access service subscribers who have applied for 
reimbursement pursuant to subparts B and C of this Part, 
the amount of each reimbursement request, and the date of 
mailing and amount of the reimbursement provided to 
each applicant. 
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G. Respondent shall, for three (3) years after the date of 
service of this order, maintain and upon request make 
available to the Federal Trade Commission or its staff for 
inspection and copying: 

 
1. Sufficient records to identify: 
 

a. The name and last known address of each person 
sent a notification pursuant to this order and the 
date the notification was mailed; and 

 
b. The name and address of each person who is 

notified by respondent that his or her 
reimbursement application is deficient; 

 
2. Sample copies of all letters, descriptions, applications 

and forms sent to former WebTV Network Internet 
access service subscribers or others pursuant to this 
order; and 

 
3. Each and every reimbursement application received. 

 
VI. 

 
IT IS FURTHER ORDERED that respondent WebTV 

Networks, Inc., and its successors and assigns, shall within thirty 
(30) days after the date of service of this order and for a period of 
five (5) years after the date of service of this order, send by first 
class certified mail, return receipt requested, to each current and 
future: 

 
A. advertising agency and retailer, exact copies of the notice 

attached hereto as Attachment D and this order.  The 
mailing shall include no other document; and 
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B. manufacturer, exact copies of the notice attached hereto as 
Attachment E and this order.  The mailing shall include no 
other document. 

 
For purposes of this Part, Amanufacturer@ shall mean each 
company or individual that manufactures, through an agreement 
with respondent, any Internet access product, for sale.  ARetailer@ 
shall mean each company or individual that sells any Internet 
access product or Internet access service with whom respondent 
has a cooperative advertising agreement, including, but not 
limited to, consumer electronics stores and direct marketing 
companies. 

 
If consumers may incur long distance telephone charges as a 
result of using respondent's Internet access service, respondent 
shall maintain and staff during normal business hours the toll-free 
telephone number to which consumers are referred in 
Attachments D and E in a manner adequate to: 
 

1. handle inquiries regarding such charges; 
 
2. inform callers how they can determine whether they will 

incur such charges and the amount of such charges; and 
 
3. the means, if any, by which consumers can avoid such 

charges. 
 

VII. 
 

IT IS FURTHER ORDERED THAT respondent WebTV 
Networks, Inc., and its successors and assigns, shall conduct a 
consumer education program, as set forth in this Part, about the 
limitations of Internet access products in their ability to access 
content available on the Internet. 

 
A. Consumer Brochure 
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1. Within sixty (60) days after the date of service of this 
order, respondent shall produce, print and begin to 
distribute a color consumer brochure (Athe brochure@) 
in the form and content set forth in Attachment F to 
this order. 

 
2. Respondent shall distribute the brochure, in quantities 

sufficient to meet reasonably anticipated demand, to 
every WebTV retailer that respondent visits as part of 
its regular retailer site visits (either directly or through 
an agency retained by respondent for such purpose). 

 
3. Respondent shall submit a production-ready copy of 

the brochure to Commission staff at least twenty (20) 
days prior to the first scheduled distribution of the 
brochure to retailers. 

 
4. Respondent shall distribute the brochure to WebTV 

retailers at no cost to such retailers or to the public.  
Respondent shall use its best efforts to encourage 
WebTV retailers to make the brochure available in a 
prominent and readily accessible location in the area of 
the retail location where the Internet access products 
are sold. 

 
5. Respondent shall monitor the demand for and supply 

of the brochure, and shall continue to produce and 
distribute the brochure as necessary to meet reasonably 
anticipated demand for a period of one (1) year after 
the date of service of this order. 

 
6. Respondent shall provide to Commission staff written 

reports detailing the total number of brochures printed 
and distributed to WebTV retailers, including any 
additional distributions of brochures to WebTV 
retailers subsequent to the initial distribution.  
Respondent shall submit such reports six (6) months 
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and twelve (12) months after the initial distribution of 
brochures to WebTV retailers. 
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B. Internet Availability of the Brochure 
 
Within sixty (60) days after the date of service of this order, 

respondent shall place a hypertext link to the brochure on its 
AWebTV Products@ index Web pages (i.e., http://www.webtv. 
com/products/index.html and http://www.webtv.net/products 
/index.html), or on any other Web page(s) on respondent=s 
primary Web site(s) for its Internet access product(s) and/or 
Internet access service(s) (e.g., http://www.webtv.com and 
http://www.webtv.net) that serves as the index Web page(s) for 
providing information regarding any characteristic relating to 
access to the Internet=s content or functionality provided by the 
Internet access product(s).  The hypertext link shall itself be clear 
and conspicuous, clearly identified as a hypertext link, and clearly 
labeled to convey the nature and relevance of the information it 
leads to, and shall take the consumer directly to the brochure on 
the click-through electronic page or other display window or 
panel.  The brochure and hypertext link shall remain on such Web 
page(s) for a period of two (2) years from the date they were first 
placed on the site(s). 

 
C. Print Advertisement 
 
Respondent shall place a one-half page print advertisement, in 

the form and content set forth in Attachment G to this order, and 
in the publications and according to the dissemination schedule 
contained in Attachment H to this order. 

 
VIII. 

 
IT IS FURTHER ORDERED that respondent WebTV 

Networks, Inc., and its successors and assigns, shall for five (5) 
years after the last date of dissemination of any representation 
covered by this order maintain and upon request make available to 
the Federal Trade Commission for inspection and copying, all of 

http://www.webtv/
http://www.webtv.net/products
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respondent=s advertisements and promotional materials 
containing any representation covered by this order. 

IX. 
 

IT IS FURTHER ORDERED that respondent WebTV 
Networks, Inc., and its successors and assigns, shall deliver a 
copy of this order to all current and future officers and to all 
current and future managers having responsibilities with respect 
to the subject matter of this order.  Respondent shall also deliver a 
copy of this order, or in lieu thereof a detailed, written summary 
of the requirements of this order, to all employees, agents and 
representatives having responsibilities with respect to the subject 
matter of this order.  Respondent shall deliver this order, or the 
written summary, to current personnel within thirty (30) days after 
the date of service of this order, and to future personnel within 
thirty (30) days after the person assumes such position or 
responsibilities. 

 
X. 
 

IT IS FURTHER ORDERED that respondent WebTV 
Networks, Inc., and its successors and assigns, shall notify the 
Commission at least thirty (30) days prior to any change in the 
corporation that may affect compliance obligations arising under 
this order, including, but not limited to, a dissolution, assignment, 
sale, merger, or other action that would result in the emergence of 
a successor corporation; the creation or dissolution of a 
subsidiary, parent, or affiliate that engages in any acts or practices 
subject to this order; the proposed filing of a bankruptcy petition; 
or a change in the corporate name or address.  Provided, however, 
that, with respect to any proposed change in the corporation about 
which respondent learns less than thirty (30) days prior to the date 
such action is to take place, respondent shall notify the 
Commission as soon as is practicable after obtaining such 
knowledge.  All notices required by this Part shall be sent by 
certified mail to the Associate Director, Division of Enforcement, 
Bureau of Consumer Protection, Federal Trade Commission, 
Washington, D.C. 20580. 
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XI. 
 

IT IS FURTHER ORDERED that respondent WebTV 
Networks, Inc., and its successors and assigns, shall, within sixty 
(60) days after service of this order, and at such other times as the 
Federal Trade Commission may require, file with the Commission 
a report, in writing, setting forth in detail the manner and form in 
which they have complied with this order. 

 
XII. 

 
This order will terminate on December 8, 2020, or twenty (20) 

years from the most recent date that the United States or the 
Federal Trade Commission files a complaint (with or without an 
accompanying consent decree) in federal court alleging any 
violation of the order, whichever comes later; provided, however, 
that the filing of such a complaint will not affect the duration of: 

 
A. Any Part in this order that terminates in less than twenty 

(20) years; 
 
B. This order's application to any respondent that is not 

named as a defendant in such complaint; and 
 
C. This order if such complaint is filed after the order has 

terminated pursuant to this Part. 
 

Provided, further, that if such complaint is dismissed or a federal 
court rules that the respondent did not violate any provision of the 
order, and the dismissal or ruling is either not appealed or upheld 
on appeal, then the order will terminate according to this Part as 
though the complaint had never been filed, except that the order 
will not terminate between the date such complaint is filed and the 
later of the deadline for appealing such dismissal or ruling and the 
date such dismissal or ruling is upheld on appeal. 
 

By the Commission. 
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Analysis of Proposed Consent Order to Aid Public Comment 

 
The Federal Trade Commission has accepted, subject to final 

approval, an agreement containing a consent order from WebTV 
Networks, Inc. (AWNI@). 

 
The proposed consent order has been placed on the public 

record for thirty (30) days for  receipt of comments by interested 
persons. Comments received during this period will become part 
of the public record.  After thirty (30) days, the Commission will 
again review the agreement and the comments received, and will 
decide whether it should withdraw from the agreement or make 
final the agreement=s proposed order. 

 
WNI advertises and promotes the WebTV system, consisting 

of a set-top box and an Internet service which, together, allows 
users to connect to the Internet through a telephone line and a 
television.  WNI licenses the set-top box technology to various 
companies, including Sony, Philips Electronics, and Mitsubishi, 
which manufacture and sell the boxes.  WNI sells the Internet 
service for a flat monthly fee. 

 
This matter concerns allegedly false and deceptive advertising 

for the WebTV system.  The Commission=s proposed complaint 
alleges that WNI falsely claimed that: 

 
$ the WebTV system provides access to all of the Internet=s 

content, including all of the entertainment and information 
available on the Internet.  In fact, WebTV users are 
unable, for example, to access files on Web sites that use 
popular formats or programming languages, including 
technologies for Web site audio, video, interactivity, and 
multimedia used for online entertainment and information 
communication. 
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$ the WebTV set-top box is equivalent to a personal 
computer with respect to its Internet-related performance.  
In fact, in contrast to a computer, WebTV users are 
unable, for example, to download, store, or run software 
available on the Internet; display certain Web pages or 
play certain Web files; or open email attachments in 
certain common formats. 

 
$ WNI=s upgrades to the WebTV system keep users current 

with the latest Internet technology.  In fact, those upgrades 
have failed to provide certain commonly used Internet 
technologies for audio, video, interactivity, and 
multimedia. 

 
The complaint also alleges that, in advertising the total cost of 

using the WebTV system, WNI failed to disclose adequately that 
a significant percentage of U.S. consumers will incur long 
distance telephone toll charges while connected to the Internet 
through the WebTV Internet service.  The complaint alleges that 
this is a deceptive practice. 

 
The proposed consent order contains provisions designed to 

prevent WNI from engaging in similar acts and practices in the 
future. 

 
Part I of the proposed order prohibits the three alleged false 

representations, as well as any false representation related to 
access to Internet content or functionality of any Internet access 
product or service. 

 
Part II of the proposed order prohibits WNI from making any 

representation about the cost of any Internet access product or 
service unless it discloses certain material information.  If using 
such product or service to access the Internet may result in 
telephone toll charges, this fact must be disclosed, clearly and 
conspicuously, along with how consumers can determine whether 
they would be subject to these charges. 
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Part III of the proposed order requires that WNI make clear 

and conspicuous disclosures about long distance charges on a log-
on screen, dialog box, or other similar device that appears prior to 
any Internet access product dialing a telephone number for which 
there is a toll charge.   The disclosures must state the following: 
(a) that the user will or will likely incur such a charge while 
connected to the Internet access service; (b) how the user can 
determine whether in fact (s)he will incur such a charge, and the 
amount of the charge; and (c) a source of information about 
means, if any, of avoiding the charge.  Under this provision, WNI 
must use a procedure designed to ensure that the user expressly 
consents to connecting on a toll basis, before a toll charge is 
incurred. 

 
Part IV of the proposed order requires that WNI clearly and 

conspicuously disclose in its Terms of Service and introductory 
kit, or the equivalent documents it provides to new subscribers, 
that users may incur toll charges while using the Internet service, 
if that is the case, and how users can determine whether they 
would incur these charges. 

 
Part V of the proposed order requires that WNI offer 

reimbursement to certain former subscribers to its Internet service 
for toll charges they incurred.   Subscribers eligible for 
reimbursement are those who: (a) incurred toll charges before 
March 1, 1999, and within sixty days of subscribing to the 
service; (b) have not been previously reimbursed; (c) canceled 
their  subscription before April 1, 1999, and within ninety days of 
subscribing to the service; (d) identified toll charges as a reason 
for canceling; and (e) provide proof of the charges.  Eligible 
subscribers may receive reimbursement for toll charges incurred 
in the first two months of their subscription.  Subscribers who 
cannot provide phone bills as proof of the charges would receive 
reimbursement up to a maximum dollar amount, which depends 
on the type of proof submitted. 

 
Part VI of the proposed order requires WNI to notify its 

advertising agencies, manufacturers, and retailers to discontinue 
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making any of the advertising claims prohibited by the order.  
WNI must also set up, staff, and refer consumers to a toll-free 
customer service telephone number (or a similar mechanism that 
is free to consumers) that would handle inquiries regarding 
telephone toll charges. 

 
Part VII describes a consumer education campaign that WNI 

must undertake to inform consumers about the limitations of 
Internet access devices as compared to computers.   The campaign 
will include one-half page advertisements in three national 
magazines, as well as a brochure that WNI will (a) distribute to 
retailers selling WebTV set-top boxes for posting in the stores and 
(b) post on its Web site. 

 
Parts VIII through XI of the proposed order are reporting and 

compliance provisions.  Part XII is a provision Asunsetting@ the 
order after twenty years, with certain exceptions. 

 
The purpose of this analysis is to facilitate public comment on 

the proposed order.  It is not intended to constitute an official 
interpretation of the agreement and proposed order or to modify in 
any way their terms. 

 
 


