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Microsoft puts l id on spam

Major  mass e-mai ler  set t les su i t  for  $7 mi l l ion in  widely  hai led deal
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Microsoli rvill rcceive $7 rnillion from an alleged "spam king" -- the largest settlement yet in the
company's legal struggle against the flood of unwanted e-mail.

The Redmond company's top lawyer described the deal with online marketer Scott Richter as a key step
in thc fight against spam. Microsoft plans to use much of the money to finance more anti-span, efforls.

Lau'enlorccmcnt agencies and anti-spam groups u'elconted the news.

But a lcader ofone anti-spam group said he doubted that the settlement, by itsell, would do anything to
cause other spammers to change their ways.

Richter, u,ho admits no wrongdoing, plans to renrain in the business. But he says he already has altered
his practrces to exceed the requirements ofanti-spam larvs. Spamhaus, a group that once ranked him as
the n,orld's third-biggest spanrmer, has taken him offthe list and says it has seen a drop in overall span.r
since Richtcr reformed.

Microsoft says Richter and his afhliates were, at one point, sending e-mails at a rate of more than 38
brl l ion per year.

The scttlcment represents "something of a tuming of the tide against spam," Brad Smith, Microsoft's
generirl counsel, said in an intcr-view yesterday.

"lt means that rve can now succeed in separating spammers from their money, and the profits thcy'vc
becn nraking," Smith said, calling the deal "a strong message" to other spammers.

N{icrosoft deserves "all thc gratitude in the world for hitting Mr. Richter where it hurts," said John
Mozcra. co- lounder and vicc prcsident of  the Coal i t ion Against Unsol ic i ted Commercial  Emai l .
llou cvcr, he said, such cases haven't succeeded in dissuading the spam industry.

Despite sontc high-profile suits, spammers can still "basically figure into their business practiccs that
thcy'r,e got thc same risk ofgetting sued or convicted as they do ofgetting hit by lightning," Mozcna
said.

Thc scttlentent, which requires court approval, would end a 20-month-long dispute with Richter, an
outspoken Colorado businessman whose appearances in the national media have made him something o1'
a celcbrity. Richter once told an interviewer on Comedy Central's "Daily Show" that he prefened to be
thought of not as a spammer but rather as a "high-t'olr"rme e-mail deployer."
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Microsofl has brought nlore than 100 spam-related cases so far. Smith described Riclrter and his
col]tpauy. OpttnRealBig.com, as the largest and most sophisticated spanr operation that Microsoft has
targeted lo datc.

The contpany filed the suit in December 2003, as part of a joint anti-spam initiative with Ncrv York
Attomey General Eliot Spitzer. Microsoft's suit cited statutes including Washington state's anti-spam
larv.

rvcithcr that larv nor the federal CAN-SPAM Act prohibits unsolicited colrlmercial e-mail entirely.
Horvever, they restnct deceptive practices and requirc mechanisms for recipients 10 opt-out of bulk e-
mail lists, among other things.

\!'ashington Attol'ney General Rob McKenna said the Microsoft case shows the ef'fectiveness of the state
anl i -spanl la\ \ ' .

" ls t lcrc st i l l  going to be spam'? Absolutely.  But whcn you consider how much of the i l legal  sparr th is
one conrpany rvas rcsponsible for, this settlement has to make a dent," McKenna said.

The suit against Richter alleged a series ofdeceptive practices, such as using rnisleading subject lines
211f l  t ry i rrg to hi . le the or igin oI  messages.

Richtcr, 34, has denied the allegations from the beginning, and he didn't adn.rit to anytliing as parl ol'this
$ cck's sett lement.

"Bascd on the extent of the litigation that would have continued, we thought that this settlernent wes in
thc bcst interest ofall the parties," said Steven Richtcr, lawyer for tlre company and Scott Richter's
trther.

Stevcn Rrchtcl  said Opt lnRealBig's problems arose in par l  f rom i ts use of e-marl  addresses bought f ioni
other finrs. He said the company stopped that practice last year and instltuted better oversight of
affiliate fin s. He also said the company already had offered mechanisms to opt out of e-mail lists.

Microsoft said it will use $5 million from the settlement to expand its Intemet safety partnerships,
incltrding anti-spam efforts, with govemments and larv enforcement. It also will give $1 million to
incrcasc cornputer access at a variety of community centers in New York state.

Earlier this year, the case forced Scott Richter and his company into bankruptcy, from which they nou'
plan to emerge.

According to the companies, this week's settlement requires Richter and l.ris company to "conlinue to
contply fu)ly rvith all federal and state anti-spam larvs." Another provision says Richtcr won't "scr1d

spam to any person who has not confimred a rvillingness to receive the e-nrail."

Richtcf settlcd his case with the New York attonrcy general for $50,000 last year.

"We rvere able to force him into a legitimate busincss model," said Brad Maione, a spokesman for
Spitzer 's of f ice.
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P-i reprtrter Todd Bishop can he rcuched ut 206-448-822r or toldbis hc.tp(D.seu/t lepi. crnt.
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