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Federal regulators slap adware company with $1.5 million fine


WASHINGTON (AP) - A company that caused Internet pop-up ads to appear on consumers' computers has agreed to pay $1.5 million to settle charges brought by the Federal Trade Commission, the agency said Friday.

The FTC charged that Direct Revenue LLC, based in New York City, and its four principals illegally downloaded advertising software, or adware, onto consumers' computers and made it difficult to locate and remove.

The case is the latest installment in a recent crackdown on adware companies by the FTC, which announced three enforcement actions against such companies in November. Those settlements included a $3 million penalty levied against Zango Inc., formerly known as 180solutions.

The FTC said Friday that Direct Revenue offered consumers free content, such as screensavers and games, and included its adware with the free applications without adequate notice. The software tracked consumers' Internet use and served them targeted pop-up ads, the FTC said.

The settlement bars Direct Revenue from downloading its adware without consumers' express consent and requires the company to establish easy, effective ways to remove the software from their computers. The agency also required the company to surrender the $1.5 million as ``ill-gotten gains.''

Direct Revenue said in a written statement that it is ``pleased with today's settlement'' and said it cooperated with the FTC in its investigation.

Stuart Friedel, counselor for Direct Revenue, blamed third-party distributors of the company's software for running afoul of the FTC's rules. He said the company stopped using the distributors in 2006.

But privacy advocates and one of the five FTC commissioners complained that the fine levied against Direct Revenue was insufficient.

Commissioner Jon Leibowitz, the only commissioner to vote against the settlement, said the $1.5 million fine ``is a disappointment because it apparently leaves Direct Revenue's owners lining their pockets with more than $20 million from a business model based on deceit.''

Ari Schwartz, deputy director of the Center for Democracy and Technology, a nonprofit privacy group, said that Direct Revenue made tens of millions in sales in 2004 and 2005. As a result, the $1.5 million ``is not a lot of money in this case,'' he said.

New York State Attorney General Andrew Cuomo sued Direct Revenue in April for installing its adware on millions of computers. Cuomo also reached settlements last month with several companies that advertised through Direct Revenue's pop-ups, the first time advertisers have been held liable for ads displayed through adware.

Priceline.com Inc., based in Norwalk, Conn. and Cingular, a unit of AT&T Inc., paid fines of $35,000 each, while Travelocity, a unit of Sabre Holdings Corp., paid $30,000.

A call to Direct Revenue seeking comment was not immediately returned. According to the FTC, the company's acceptance of the settlement does not constitute an admission that it broke the law.

