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JANET D. STEIGER
(8/89 -)

MARY L. AZCUENAGA
(11/84 - )

COMMISSIONERS

Janet D. Steiger has been Chairman of the Federal Trade
Commission since August 11, 1989, having been nominated by
President Bush.

Chairman Steiger had been Chairman of the Postal Rate
Commission, by appointment of President Reagan, from March 1982
to August 1989; sheal so chaired the Congressionally-mandated three-
year Commission to Assess Veterans' Education Policy (1987-89),
which reported to the 100th Congress. A Republican, she was
nominated by President Carter, and confirmed by the Senate, as a
Postal Rate Commissioner in 1980. In 1985, the Federally Employed
Women of Washington awarded her the Outstanding Woman in
Government Award for 1984.

A member of Phi Beta Kappa, Chairman Steiger received her
B.A. from Lawrence University in 1961 and did postgraduate study
at the University of Reading in England and at the University of
Wisconsin-Madison. She was a Fulbright Scholar, a Woodrow
Wilson Scholar, and a member of the Lawrence Board of Trustees
(1986-89). Lawrence awarded her an honorary doctor of laws degree
in 1992.

Before government service, Chairman Steiger was cofounder of
theWorkPlace, Inc., aWashington office-and-research facility. Born
in Oshkosh, Wisconsin, Chairman Steiger is the widow of
Congressman William A. Steiger and the mother of their son, Bill.

Mary L. Azcuenaga was sworn in as a member of the Federa
Trade Commission on November 27, 1984. She was appointed by
President Reagan to a term expiring September 26, 1991, and was
reappointed by President Bush for a second seven-year term.

Before her appointment, Commissioner Azcuenaga spent more
than 11 yearson thelega staff of the Commission, during which she
held several positions and gained experience in every aspect of the
Commission’s work. She has a varied litigation background,
including both federal court and administrative litigation. She has
substantial expertise in the field of antitrust, including extensive
experiencein merger litigation. In addition, she hasabackgroundin
the field of consumer protection and administrative law and has
participated in administration and management of the Commission
and several of its offices.

Immediately beforeassuming her present position, Commissioner
Azcuenagaserved asAssistant General Counsel for Lega Counsel of
the Federal Trade Commission. Earlier, she aso served as Assistant
to the General Counsel, Assistant Director of the San Francisco
Regional Office, Assistant to the Executive Director and as a
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DEBORAH K. OWEN
(10/89 - 8/94)

litigation attorney in the Office of the General Counsel. 1n 1982, she
received the Federa Trade Commission Chairman’s Award, the
highest recognition accorded a Commission employee.

Commissioner Azcuenaga is a graduate of Stanford University
and the University of Chicago School of Law. Sheisamember of the
Administrative Conference of the United States and amember of the
Board of Trustees of the Food and Drug Law Institute. She is a
member of the Board of Directors of the Girl Scout Council of the
Nation’s Capital and amember of the Board of Trusteesof St. John’s
Community Services.

Commissioner Azcuenagaisamember of the bars of the District
of Columbia and the State of California. She livesin Washington,
D.C.

Deborah K. OwenwassworninasaCommissioner of the Federal
Trade Commission on October 25, 1989. The oath of office was
administered by Senator Strom Thurmond.

From 1980 to 1982, Commissioner Owen served as Associate
Counsel to thirteen Republican members of the House Judiciary
Committee, specializing in criminal law matters, intelligenceissues,
and Department of Justice oversight. From 1983 to 1985, she was
Genera Counsel tothe Senate Judiciary CommitteeanditsChairman,
Senator Strom Thurmond. In that position, she was responsible for
all Committee legidation, including criminal law, antitrust, patent,
copyright and trademark matters, immigration, administrative law,
and Department of Justice budget and oversight. From 1985 to 1986,
Commissioner Owen served as A ssociate Counsel to the President of
the United States. Inthat capacity, shewasresponsiblefor reviewing
federal judicial nominations, legisation, executive orders,
Presidential speeches, and political matters.

Prior to joining the Commission, Commissioner Owen was
Managing Partner of the Washington, D.C., officeof theMcNair Law
Firm, P.A. and wasamember of the Board of Governors of the Firm,
which hasitsmain officein Columbia, South Carolina. The practice
consisted primarily of antitrust and |egidlative representation.

Commissioner Owen received her Juris Doctor degree from the
Harvard Law School in 1977 and wasaMarshall Scholar in political
philosophy at the University of Edinburgh (Scotland), from 1972 to
1974. In 1972, she received a Bachelor of Artsin government and
speech from the University of Maryland, graduating first in her class.
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ROSCOE B. STAREK, Il
(11/90 - )

DENNIS A. YAO
(7/91 - 8/94)

Prior to her government service, Commissioner Owen practiced
with the Batimore, Maryland law firm of Piper & Marbury,
concentrating on pension matters and general business law.

Roscoe B. Starek, 111 was sworn in as a member of the Federal
Trade Commission on November 19, 1990. Prior to that time,
Commissioner Starek held a number of positions in both the
Legidative and Executive branches of the Federal Government.
From January, 1989, until he was sworn in by President Bush,
Commissioner Starek was Deputy Assistant to the President and
Deputy Director of Presidential Personnel at the White House.
Immediately prior to joining the White House staff, Commissioner
Starek worked on the Bush transition team as Deputy Director of
Presidential Personnel. Heserved for sevenyearsin several positions
at the Department of State, most recently as Deputy Assistant
Secretary for Policy and Counterterrorism.

From 1972t0 1982, Commissioner Starek worked on Capitol Hill
and on the Ford White House staff. From 1976 to 1982, he worked
for three Committees of the U.S. House of Representatives as Chief
Minority Counsel to the House Select Committee on NarcoticsAbuse
and Control, Associate Counsel to the House Judiciary Committee,
and a Counsel to the Minority of the House Select Committee on
Intelligence. In 1975, Commissioner Starek was appointed to the
White House staff as Assistant General Counsel to the Presidential
Clemency Board. In 1974, Commissioner Starek was chosen by the
Minority Members of the House Judiciary Committeeto be acounsel
to the Impeachment Inquiry. During 1972 and 1973, he served onthe
staff of U.S. Senator Charles Percy of lllinois, first as a legidative
assistant and thereafter as a Professional Staff Member to the
Permanent Subcommittee on Investigations of the Senate
Government Operations Committee.

Commissioner Starek graduated with an A.B. in political science
from Syracuse University. He received a Juris Doctor degree from
the Washington College of Law at American University. He is
admitted to the bar in Illinois and in the District of Columbia.
Commissioner Starek is married to the former Mildred Jeannette
Harllee. They have one daughter and residein Alexandria, Virginia.

Dennis A. Yao was sworn in as a member of the Federal Trade
Commission in July 1991. Commission Chairman Janet D. Steiger
administered the oath of office.
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Beginningin 1983, Commissioner Y ao wasalecturer and later an
associate professor of public policy and management at the Wharton
School of the University of Pennsylvania. At Wharton, he devel oped
and taught a course about strategies relevant to oligopolistic
competition called “ Competitive Strategy and Industrial Structure.”
He also taught courses on business-government relations which
covered the political process, regulation, trade policy, and antitrust
and consumer protection issues.

Commissioner Yao earned an engineering degree at Princeton
University and an MBA at the University of California at Berkeley.
He received a Ph.D. in Economics and Policy from the Stanford
University Graduate School of Business.

Prior to earning his Ph.D., Commissioner Yao was a product
planner for the Ford Motor Company, where he obtained experience
in business planning and marketing strategies.
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COMPETITION MISSION

OVERVIEW

The Federal Trade Commission enforces a variety of federal
antitrust and consumer protection laws. By eliminating acts or
practices that are unfair or deceptive, it seeks to ensure that the
nation’s markets function competitively and are vigorous, efficient,
and free of undue restrictions. The Commission’s efforts are
generally directed toward stopping actionsthat restrict competition or
threaten consumers’ ability to exercise informed choice. Finaly, it
undertakes economic analysisto support itslaw enforcement efforts
and to contribute to the policy deliberations of various federal, state,
and local government bodies.

Inadditiontoitsstatutory enforcement activities, the Commission
supports Congressional mandates through cost-effective
nonenforcement activities, such as consumer education. Thisreport
itemizes the Commission’ s accomplishments in fiscal year 1994.

The Competition Mission aims to preserve an open and
competitive marketplace, so that consumers can realize such benefits
as competitive prices, lower costs, the fruits of innovation, and a
selection of goods and services that meet their needs. In the longer
term, the Competition Mission also helps the U.S. economy remain
healthy and innovative so that it can continue to meet consumer needs
in adynamic, and often global, competitive environment.

The work of the Competition Mission is carried out primarily
through enforcement of the antitrust laws. The Commission’s
antitrust enforcement actions result in magjor savings for American
consumers and taxpayers. The Commission also engagesin severa
related activities that enhance the business community’s
understanding of theantitrust lawsand improveits effortsto comply.
Fundamentally, antitrust operatesin anonregulatory manner. It does
not prescribe how businesses shall operate. Instead, it only imposes
certain requirementsthat competitors not engage in practicesthat are
likely to lessen competition and harm consumers. The Commission’s
principal remedy for an antitrust violation is an order requiring the
company or person to discontinue the challenged anticompetitive act
or practice.
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Challenges for the Competition Mission

Dynamic changes in the U.S. economy have increased the need
for constant vigilance to ensure that the marketplace remains
competitive. Thesechangesincludeasignificantincreasein mergers
and acquisitionsthat result in higher market concentration; new forms
of business affiliations, particularly in health care and related fields,
that may restrict competition; and marketplace pressures that
sometimes|ead adversariesto collaborate or restrict entry rather than
compete. At the same time, factors such as the fast paced nature of
technological change and the international nature of competition,
require ongoing review of enforcement policy to ensure that the
Competition Mission continues to achieve net benefits for the
American consumer.

Mission Priorities

The priorities of the Competition Mission are determinedin light
of two overarching goals: the achievement of maximum benefit for
American consumersand, to the extent possible, the minimization of
enforcement burdenson businesses. Missionresourcesare channeled
to the challenging of transactions and practicesthat are most likely to
result in significant consumer injury and to Mission activitiesthat are
likely to address competitive concerns most efficiently and
effectively. To that end, the Competition Mission focuses on:

* initiating enforcement actionsagai nst anticompetitive mergers
and acquisitions;

* initiating enforcement actions against unfair methods of
competition that present arisk of significant economic harm
to consumers,

» undertaking cooperative enforcement activities with state
governments and other federal agencies and undertaking
competition advocacy to discourage legidative enactments
that may harm consumers by restricting competition and
consumer choice;

* providing guidance to the business community through
enforcement guidelines or statements of enforcement policy,
advisory opinions, and other communications;

* monitoring compliance with Commission orders and
modifying or enforcing orders, where appropriate; and
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» taking steps to ensure that enforcement policy and practices
are cost-effective and do not impose unnecessary burdens on
the public or the business community.

Overview of Activities

Enforcement initiatives comprised the bulk of mission activities.
The Commission maintained a highly visible enforcement presence
by bringing significant cases, including both traditional antitrust
enforcement actions of regional or national significance and cases of
firstimpression. In particular, the Commission pursued mergers and
acquisitions that may have substantially lessened competition or
tended to create a monopoly across the spectrum of American
industry. The Commission also pursued unfair methods of
competition that presented a risk of significant economic harm to
consumers. The major part of this work is directed to horizontal
collusion (efforts by two or more competitors to conspire to restrain
trade). The Commission also challenged efforts by asingle entity to
attempt to, or actually, monopolizeaparticular market and challenged
vertical agreements between suppliers and resellers of goods that
threatened to raise prices or decrease quality and outpuit.

The Commission a so engaged in cooperative enforcement efforts
with state governments and with the Department of Justice and other
federal agencies. Thiscollaboration enabled al agenciesinvolved to
put their comparative advantages to best use, resulting in more
effective and efficient enforcement. The Commission thusleveraged
itsresources and expertise to achieve greater benefitsfor consumers.
Tothisend, the Commission continually sought to further strengthen
the aready strong working relationships it had developed in recent
yearswith state governments. In addition, the Commission sought to
cooperatein antitrust enforcement efforts with other countriesand to
provide advice and counsel, upon request, to countriesin the process
of implementing or revising competition policies.

Another important part of the Commission’ senforcement efforts
was providing guidance to the business community to facilitate
compliance with antitrust laws. This guidance resulted in more
effective and efficient enforcement by minimizing the need for
resource-intensive investigation and litigation after a competitive
problem arose. In addition, it reduced antitrust uncertainty for the
businesscommunity and assisted in moreefficient businessplanning.
In fiscal year 1994, the Commission, together with the Antitrust
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Division of the Department of Justice, issued updated and expanded
statements of enforcement policy in the health care industry. These
statements provided substantial guidance by outlining areaswherethe
Commission and the Antitrust Divison were unlikely to take
enforcement action, as well as areas that could raise antitrust
concerns. Commission staff also provided guidance in the form of
staff advisory opinions, which analyzed proposed conduct on a case-
by-case basis.

Finally, the Commission continuously monitored compliancewith
its orders, modified or enforced orders where appropriate, and took
steps to ensure that enforcement policy and practices were as cost-
effective as possible and did not impose unnecessary burdens on the
public or the business community. On July 22, 1994, the
Commission announced new policies for sunsetting the cease-and-
desist provisions of orders in competition cases. The centra
provisionsin al new competition orders will presumptively expire
automatically in 20 years, and other order provisions will
presumptively expireautomatically inno morethan 10 years. In most
cases, theseorder provisionswill have served their remedial purposes
within the prescribed periods.

Theseand other activitiesof the Competition Mission aredivided
into five major program areas administered by the Bureau of
Competition: Mergers and Joint Ventures, Premerger Notification,
Horizontal Restraints, Distributional Restraints, and Single Firm
Violations. These programs are supported by the Commission’s 10
regional officesand the Bureau of Economics, which alsoadministers
the Antitrust Policy Analysis Program for conducting studies and
research about the workings of the economy.

Mergers and Joint Ventures Program

The Mergers and Joint Ventures Program seeks to protect
American consumers from the adverse consequences of
anticompetitivemergers, acquisitions, and joint ventures(collectively
referred to as mergers). Although mergers frequently benefit
consumers by allowing firmsto increase efficiency, lower costs, and
improve product offerings, some mergers may have the opposite
effect. If the merger substantially reduces or eliminates competition
in a market, consumers may pay higher prices, the quality and
selection of product offerings may be lessened, and firms may lose
theincentiveto continually improvetheir products and devel op more
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efficient ways of conducting business. Consequently, the Mergers
and Joint V entures Program seeksto identify and bl ock those mergers
that arelikely to harm consumersby giving firmsadominant position
in the market, by significantly increasing the likelihood of collusion,
or by raising barriers to entry or expansion by other firms. Such
mergers may violate Section 7 of the Clayton Act and Section 5 of the
FTC Act.

Consistent with the importance of mergers as a prominent and
dynamic aspect of United States economic activity, the Mergers and
Joint Ventures Program is the largest of the Commission’s five
antitrust enforcement programs.

Enforcement Policies and Strategies

TheMergersand Joint V entures Program, workingin conjunction
with the Premerger Notification Program, has the underlying goal of
stopping potentially anticompetitive mergers before they occur. The
Commission has adopted this preemptive enforcement strategy,
because it is more effective and cost-efficient than detecting and
challenging anticompetitive problems after a merger has been
consummated.

In implementing this strategy, the Mergers and Joint Ventures
Program has two principal objectives. First, the Program seeks to
minimize any interference with nonproblematic transactions by
quickly reviewing and clearing those transactions that do not pose
competitive problems. The vast majority of transactions are quickly
cleared in this manner. Second, the Program seeks to conduct an
expeditious but comprehensive analysis of transactions that may
threaten competition and harm consumers and takes enforcement
action where appropriate.

The Program is assisted in this process by the premerger
notification and waiting period requirementsof the Hart-Scott-Rodino
Antitrust Improvements Act of 1976 (HSR Act), which appliesto the
vast majority of mergers reviewed by the Commission. Proposed
mergers that are subject to the HSR Act must be reported to the
Commission and to the Department of Justice, along with certain
other information, and must undergo a short waiting period while a
preliminary review is conducted. Mergers that do not raise
competitive concerns are usually cleared within the initial waiting
period established by the HSR Act.
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For therelatively few transactionsthat rai se competitive concerns,
the Commission conducts further investigation. Such investigations
generally include the issuance of requests for additional information
to the merging parties, as authorized by the HSR Act. If the
Commission has reason to believe that a merger may substantially
lessen competition, the Commission seeks to protect consumers by
stopping the merger beforeit takesplace. Todo so, it generally seeks
injunctive relief under Section 13(b) of the Federal Trade
Commission Act. In many cases, instead of litigating such alawsuit,
the merging parties agree to a consent order that provides for
divestiture or other relief with respect to the anticompetitive parts of
the transaction, and the remainder of the transaction is alowed to
proceed. For mergersthat have already been consummated or where
injunctiverelief isnot appropriate or avail able, the Commission seeks
to obtain relief through its administrative proceedings. Consent
orders are often used in this situation, as well.

Statistical Overview

Intermsof the sheer number of transactionsreviewed for possible
consumer injury, the importance of the Mergers and Joint Ventures
Program has increased substantially in recent years. In fiscal year
1994, 2,305 transactions, covering almost every industry of the
American economy, were reported under the HSR Act. Thisfigure
represents a 45% increase over fiscal year 1992 and is the largest
number since 1989, the peak year of the 1980’s. During fiscal year
1994, 55 merger investigations were opened, and 46 requests for
additional information or documentary materials were issued under
the HSR Act.

Twenty of thoseinvestigationsresulted in enforcement actionsto
protect consumer interests in markets such as hospitals,
pharmaceuti cal sand pharmaceutical distribution, computer software,
cabletelevision, satellites and other defense-related products, and a
variety of food and other consumer goods.

Significantly, the Commission’ senforcement actionswerecarried
out inamanner that did not prevent the compl etion of procompetitive
aspectsof mergersor consolidations. Inamost every case brought by
the Commission, the merger was ultimately consummated with a
narrow divestiture or other remedy that carefully focused on the
competitive problem raised by the merger and no more.

10
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Premerger Notification Program
Critical Rolein Merger Enforcement

The Premerger Notification Program works in conjunction with
the Mergers and Joint Ventures Program to review proposed
acquisitions and mergers so that potential anticompetitive
acquisitions can be challenged before they are consummated. The
HSR Act requiresentities, who meet certainsizerequirementsand are
planning significant acquisitions, to file notification with the
Commission and the Antitrust Division of the Department of Justice
and to delay consummation for a prescribed period of time. The
Commission and the Department of Justice administer the HSR Act
and take stepsto ensure compliance with the requirements of the Act
and itsimplementing rules.

The Premerger Notification Program gives the Commission a
highly effective means of identifying and reviewing potentially
anticompetitive mergers and acquisitions. Indeed, the vast majority
of the Commission’ smerger enforcement actionsareinitiated through
this process.

Violators Pay for Not Complying With HSR Reporting
Requirements

Because of the importance of HSR filings to effective merger
enforcement, apparent violationsof thefiling requirementsaretreated
serioudsly. When it appearsthat the reporting requirements have been
violated, the Commission’s Compliance Division conducts an
investigation and recommends an enforcement action for civil
penalties or other relief, when appropriate.

Services of the Premerger Notification Office

Another important function of the Premerger Notification
Program isthe preparation of analytical summaries of each proposed
transaction.  These summaries, prepared by the Premerger
Notification Office, are used by both the Bureau of Competition and
the Antitrust Division of the Department of Justice. They include
recommendationsfor further action, such asmonitoring the activities
of the parties and investigating proposed mergers for possible
anticompetitiveimplications. They also providethebasisfor granting

11
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afiling entity’s request for early termination of the waiting period
when no legitimate antitrust issue can be found. Asaresult of these
recommendations, the Bureau granted 1,492 requests for early
termination in fiscal year 1994.

The Premerger Notification Office is aso responsible for
devel oping ways to reduce the burden and cost to the public of filing
the Notification and Report Form. Infiscal year 1994, the Premerger
Notification Officeissued another guide designed to aid the publicin
the submission of documents and materials usually requested when
the Commission issues arequest for additional information. Guide
V, A Model Request for Additional Information and Documentary
Materials, is the third of five guides that the Commission plans to
publishregarding filing requirements and reporting procedures under
the HSR Act. Staff also invited the public to comment on the notice
of proposed rulemaking concerning changes to the Premerger
Notification and Report Form. If adopted, these rules would
eliminate the submission of information that is not essential to the
antitrust review of areportable transaction.

The Commission's Premerger Notification staff provided
informal advice, opinions and general information regarding the
application and interpretation of the HSR Act and the Premerger
Rules, formal interpretations, the Premerger Notification Source
Book, and the three Premerger Introductory Guidesin approximately
14,000 instances. The Commission also worked with the Antitrust
Division of the Department of Justice to ensure that the Premerger
Notification Program was applied consistently and uniformly by the
two agencies.

Finally, the Premerger Notification Office is responsible for
collecting afiling fee from each acquiring entity required to report a
transaction on the Notification and Report Form in compliance with
the HSR Act. The waiting period required under the HSR Act does
not begin until payment of thefiling fee. Legidation, signedinto law
in August 1994, set thefiling feeat $45,000. Duringfiscal year 1994,
the Commission collected $58.2 million in filing fees. Thisamount
is divided equally between the Commission and the Antitrust
Division of the Department of Justiceto helpto support their antitrust
missions.

12
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Horizontal Restraints Program

The Horizontal Restraints Program is directed toward
investigations of collusive or other collaborative activitiesinvolving
direct competitors that may harm consumers by increasing prices,
restricting output, reducing the quality of products, reducing
consumer choice, or foreclosing new competition. The Program
accounted for the second largest portion of the Commission’s
Competition Missions resources, consistent with the belief that
horizontal restraintsgenerally arethemost likely to cause competitive
and consumer injury. Horizontal restraints are challenged under
Section 5 of the FTC Act, which prohibits unfair methods of
competition that substantially lessen competition.

Horizontal restraints can appear in many different forms. Some,
such as price fixing, output restriction, and market division
agreementsamong horizontal competitors, havelong beenrecognized
as having a pernicious effect on competition and as lacking any
redeeming virtues. Such restraints have long been considered per se
illega.  Other horizontal restraints may or may not be
anticompetitive, depending upon the circumstances. Somerestraints
may have possible procompetitive justifications that outweigh the
harmful effects. Such non-per se restraints are often complex and
difficult to analyze but are well suited for the Commission’s
jurisdiction under Section 5 of the FTC Act and its special expertise
in analyzing complex business arrangements.

During fiscal year 1994, the Commission opened 56
investigations of alleged horizontal agreements, covering all aspects
of the American industrial landscape: health care, food, electrical
equipment, home furnishings, real estate, pulp and paper mills, and
toys and games.

Protecting Consumers

Among the highest priorities for the Commission’s Horizontal
Restrai nts Program wastheinvestigation and prosecution of restraints
affecting health care. The Commission challenged not only direct
price fixing agreements, but also horizontal agreements among
competitors designed to limit competition and frustrate cost
containment efforts. TheHorizontal Restraints Program al so focused
on agreements affecting the quality of products and the amount of
product information available to consumers.

13
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The Commission devoted more attention to theidentification and
prosecution of horizontal restraintsin non-health carerelated service
industries. Thisincreasing concern hasfollowed ageneral riseinthe
proportion of the nation’s industries devoted to services rather than
products.

The Commission paid close attention to newly deregulated
industries. In many of theseindustries, governmental authoritiesare
permitting and encouraging competition, but firms enter into
horizontal agreements to restrict competition because they are
reluctant to leave the shelter of a noncompetitive environment.

The Commission also examined firms claiming to be exempt
fromfederal antitrust laws becausethe agreement was sanctioned and
supervised by a state.

Helping Businesses Understand the Antitrust Laws

In another aspect of its Horizontal Restraints Program, the
Commission sought to further itslaw enforcement mission by issuing
guidelines that will help deter and prevent law violations, aswell as
enable businesses to plan their operations with greater certainty in
their antitrust standing. Infiscal year 1994, the Commission and the
Antitrust Division of the Department of Justicejointly issued revised
and expanded Statements of Enforcement Policy and Analytical
Principles Relating to Health Care and Antitrust. The Commission
and the Department of Justice responded to comments and questions
received after the issuance of thefirst health care enforcement policy
statementsin 1993 by updating and expanding the enforcement policy
statements to offer guidance in additional aress.

As part of the policy statements, the Commission promised to
expedite its issuance of advisory opinions to health care businesses
who seek to determine whether the Commission believesthat specific
proposed conduct raises antitrust concerns. In 1994, Commission
staff responded to eight inquiries into whether specific health care
arrangements might violate the antitrust laws.

Distributional Restraints Program
TheDistributional Restraints Program seeksto protect consumers
from anticompetitive consequencesthat may arisefrom certain kinds

of vertical agreements among firms in the chain of distribution of
goods and services, from producers to distributors and retailers to

14



Overview

consumers. Agreements on resale prices between firmsin avertica
relationship can have immediate effects on prices to consumers and
areconsidered per seillegal. Other, nonpricevertical agreementsare
evaluated under arule of reason and may or may not beillegal. The
Commission investigates distributional restraints carefully to avoid
challenging vertical agreements that may benefit consumers.
During fiscal year 1994, the Distributional Restraints Program
focused oninvestigationsinvolving alegedly unlawful distributional
practices in such industries as ophthalmic goods, pharmaceuticals,
motor vehicle parts and accessories, records and prerecorded tape
stores, athletic shoes, casual wear, machinery, and electronics.

Sngle Firm Violations Program

The Single Firm Violations Program seeks to protect consumers
against certain kinds of conduct by single firms with market power.
When a firm engages in conduct that is intended to monopolize a
market or to leverage market power in one market to gain market
power in another market, it can reduce output and increase prices
above the competitive level, thereby injuring consumers and
misallocating society’s resources. When a market is sheltered by
barriers to new entry, the harm to competition can persist for long
periods of time.

The Single Firm Violations Program focused on cases of
monopolization, tying, and nonprice predation involving alleged
monopolization activities in such industries as gas transmission;
surgical, medical, and dental appliancesand supplies; pharmaceutical
preparations; hospitals; physician joint ventures; and plastics and
electrical products.

Compliance

The Compliance Division performed several functionsin support
of all of the programsin the Competition Mission. The Compliance
Division handled enforcement actions for alleged violations of the
HSR Act and the Premerger Rules. In addition, the Compliance
Division supported other programs in the Competition Mission by
assisting in the drafting of Commission competition orders, ensuring
compliance with those orders, reviewing applications for divestiture
approval in merger cases, and enforcing orders where violations
occurred. The Compliance Divison also evauated and
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recommended action on petitions to modify Commission orders and
participatedinreviewsof Commission policiesregarding competition
orders.

New Policy Regarding Commission Orders

In July 1994, the Commission announced a mgjor change in the
duration of Commission orders in antitrust cases. The Commission
issued a policy statement announcing that, in the future, the cease-
and-desist provisions of Commission orders in competition cases
would presumptively expireautomatically after 20 years. Previoudly,
such order provisions generaly did not have an expiration date.
Fencing-in provisions (broader prophylactic remedia provisions of
Commission ordersprohibiting conduct not affirmativelyillegal) will
normally expire automatically in 10 years. This action was taken to
reducethe burden on respondents by removing order provisionswhen
they likely will have outlived their need and their benefit to the
public.

Other Compliance Actions

Companiesthat are subject to divestiture requirementsin merger
cases are required to obtain the Commission’s approval before
making any divestitures under the order. Such approval isrequired
in order to ensure that the divestiture meets the remedial purpose of
the order, to preserve or restore a competitive market structure. In
fiscal year 1994, the Commission reviewed and approved divestiture
applicationsin six cases.

The Consumer Protection Mission aimsto protect consumers against
unfair, deceptive, or fraudulent practices. Thework of the Consumer
Protection Mission is carried out primarily through enforcement of
Section 5 of the Federal Trade Commission Act and other consumer
protection laws enacted by Congress, aswell astrade regulation rules
issued by the Commission. The Commission’s actions include
individual company and industry-wideinvestigations, administrative
and federal court litigation, rulemaking proceedings, and consumer
and business education. In addition, the Mission contributes to the
Commission’s ongoing efforts to inform Congress and other
government entities of the impact that proposed actions could have
on consumers.

16



Overview

Challenges for the Consumer Protection Mission

The goal of the Consumer Protection Mission is to maintain a
well-functioning marketplace that allows consumers to make
informed purchase choices, however, the marketplace itself has
become increasingly complex, and consequently, the Mission has
developed new, creative strategies to ensure the free flow of
information to consumers.

Consumers in the 1990's are confronted with evolving
technologies that are radically changing the way they learn about,
buy, and pay for goodsand services. Televisionand print advertising,
once the standard media for reaching consumers, have been
supplemented with an array of new technologies. Advertising onthe
information superhighway, pay-per-call telephone services, and
infomercials are just some of the new methods sellers are using to
reach consumers. In addition to these technological changes,
consumers have become more sophisticated. Not too long ago, the
primary issues of interest to the buying public were price and quality.
Today’s consumers are increasingly concerned with the health
implications of the food they buy, with the environmental
implications of packaging and other product attributes, with the loss
of personal privacy, and with the astounding growth in telemarketing
and other types of consumer fraud.

Mission Priorities

The priorities of the Consumer Protection Mission mirror the
issues of greatest concern to consumers. Resources are targeted to
areas causing the most significant consumer injury. Consequently,
advertising, fraud, and issues relating to new technologies are top
priorities. Within these broad areas, the Mission focuses on:

health claims in food advertising;

environmental advertising and labeling;

health care fraud;

telemarketing, business opportunity, franchise, and
investment fraud;

* mortgage lending and discrimination;
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» enforcement of Commission orders; and
» enforcement of credit statutes and a wide variety of trade
regulation rules.

Overview of Activities

The primary law enforcement strategy of the Mission is an
aggressive case-by-case approach. The Commission hasemphasized
federal district court litigation under section 13(b) of the FTC Act,
particularly in cases involving consumer fraud. District court
litigation allows the Commission to obtain immediate preliminary
relief which virtually aways includes a freeze of the defendants
assets.  This enables the Commission to achieve two critical
objectives: animmediate cessation of theillegal practicesand afreeze
on the defendants’ assets, preserving them for consumer redress, if
appropriate.

The Commission alsorelieson administrativelitigation to pursue
nonfraud cases involving novel or complex legal issues, often
challenging advertising claims. Litigated and negotiated
administrative orders establish important precedent in areas such as
unfairness and advertising substantiation.

All new rulemaking initiatives in 1994 were congressionally
mandated. In the past year, the Commission has promulgated an
important new rule governing the advertising, billing, and collection
proceduresfor pay-per-call telephone service, and the Commission’s
top rulemaking priority, asrequired by statute, isnow to develop and
issue a rule by August 1995 defining and prohibiting deceptive
telemarketing, asrequired by the Telemarketing and Consumer Fraud
and Abuse Prevention Act. In addition, during the past year, the
Commission extended the Mail Order Rule to cover sales via the
telephone and rel ated devices (e.g., fax machinesand computerswith
modems).

Litigation and rulemaking activities are supplemented by an
award-winning consumer and business education program. The
program uses brochures, public service announcements, and video
newsreleasesto reach thewidest possibleaudience. Select consumer
publications are available on Capaccess, a computer bulletin board
available to all federal agencies, and all brochures are available on
CompuServe and the Internet. Consumer Alerts often are issued to
coincide with major law enforcement actions so that consumers can
learn how best to protect themselves from fraudulent and deceptive
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operations. In addition, consumer education materials are being
producedin other languagesto reach non-English speaking audiences.

The Mission activities are also supplemented by close federal-
statecoordination. Formal joint actionsmost typically areundertaken
together withthe National Association of AttorneysGeneral (NAAG)
or the National Association of Consumer Agency Administrators
(NACAA). Working with these organizations, joint resources are
targeted to issues having a direct impact on consumers.

In addition to forma projects, staff attorneys working on
individual cases typically consult with their colleagues in state and
local consumer protection offices to coordinate law enforcement
efforts. The momentum for joint action among federal, state, and
local law enforcers has never been greater.

The Consumer Protection Mission iscarried out through five law
enforcement programs. Advertising Practices, Credit Practices,
Enforcement, Marketing Practices, and Service Industry Practices.
The Commission's 10 regional offices are an integral component of
the Mission. Theregional staff are responsible for awide variety of
significant consumer protection cases and serve asimportant contact
pointsfor state Attorneys General and other state and local consumer
protection officials.

Advertising Practices Program

The Advertising Practices Program is designed to protect
consumers from deceptive, unsubstantiated, or unfair advertising
claims. It also administersfederal laws requiring health warningson
tobacco products. In two rapidly evolving areas, environmental
marketing claims and food advertising, the Program produced
enforcement policy statementsthat provided guidancetoindustrieson
how to comply with Commission advertising standards.

One of the most important areas of emphasis was nutritional or
health claimsinfood advertising. Consumers’ interestinand concern
about nutrition and health messages in food advertising is at a high
level. In one poll, 76% of shoppers considered nutrition a very
important factor in their grocery purchases, second only totaste. That
interest has sparked the rapid development of new food products,
such aslow and reduced fat foods. This area has been aparticularly
active one, due to the degree of scientific research on this issue and
the new FDA food labeling regulations pursuant to the Nutrition
Labelingand Education Act of 1991 (NLEA), which becameeffective
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in 1994. In 1994, the Commission issued its Enforcement Policy
Satement on Food Advertising. The policy statement is designed to
promote consistent results between the Commission’s advertising
enforcement program and NLEA labeling regulations, while
accommodating the practical and legal differences between ads and
labels.

Like food advertising, advertising and promotion of dietary
supplements continueto increase as new scientific evidence becomes
available regarding the potential health benefits of various nutrients.
Because of increasing consumer interest in dietary supplements and
concerns about deceptive claims, this product category is being
closely monitored. Thefocus has been on unsubstantiated health and
efficacy claims for supplements purporting, for example, to aid in
weight loss and muscle building, to lower serum cholesterol, and to
provide other nutritional benefits.

A growing number of drugsthat have traditionally been available
only by prescription are now allowed by FDA to be sold directly to
consumers over-the-counter. Advertising issues involving these
drugs continue to be an area of particular interest. An active
Commission program of monitoring advertising claims for these
"switched" products is an important consideration to FDA in its
review of proposals to sell a drug over-the-counter. Because most
claims regarding a drug’s efficacy, safety, and freedom from side
effects cannot be judged by consumers for themselves, they are
closely monitored.

Another area of emphasis during the past year was “green”
claims. Duringthelate 1980' sand early 1990’ s, the environment was
one of the fastest-growing consumer concerns. New product
introductions have kept pace with this concern. The Commission’s
cases involving deceptive environmental advertising are consistent
with the principles enunciated by its guidelines.

New information technologies have had a significant impact on
advertising. Advances in telecommunications and marketing are
shifting a growing portion of consumer spending from the
marketplace to the living room. Infomercials, home shopping
channels, catalogs, on-line shopping services, and other forms of
nonretail, direct sales continue to be agrowing and dynamic segment
of the advertising market. Similarly, the growth in home shopping
and interactive television points to the need to continue to adapt
traditional consumer protection principlesto thisrapidly developing
area.
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The Commission hasimportant responsibilitiesfor administering
the Federa Cigarette Labeling and Advertising Act and for
administering and enforcing the Comprehensive Smokel ess Tobacco
Health Education Act. Infiscal year 1994, the Commission requested
that the National Cancer Institute convene a conference to address
certain issues concerning the test methodology currently used to
measurethetar, nicotine, and carbon monoxide content of cigarettes,
as well as the manner in which information about those yields is
communicated to consumers. Also in fiscal year 1994, the
Commission commenced a rulemaking proceeding, pursuant to its
responsibilities under the Smokeless Tobacco Act, to determine
whether it should require health warnings on sponsored race carsand
other event-related objects bearing brand names, logos, or
promotional messages for smokel ess tobacco products.

Credit Practices Program

The Credit Practices Program i s charged with enforcing anumber
of federal credit statutes, in addition to the FTC Act. Discriminatory
credit granting practices are specifically prohibited by federal statute
and are among the program’s top priorities. The Equal Credit
Opportunity Act, enforced by the Commission, directs that
individuals creditworthiness is to be judged by their financial
condition and history, not by certain prohibited factors. Working
together with the Civil Rights Division of the Department of Justice,
the Commission entered into a settlement in the second federal race
discrimination mortgage underwriting case. As important as the
specific relief obtained, the case helped trigger a coordinated attack
on this problem through a federal agency task force on which the
Commission has been an active member.

Credit bureaus play a critical role in the ease and speed with
which individuals are able to obtain credit. With files on over 180
million Americans, each of themgjor credit bureaushasatremendous
responsibility to ensure the accuracy and privacy of this persona and
sengitive information. The Commission has specific statutory
responsibilities in this area which are set out in the Fair Credit
Reporting Act. Inresponseto aflood of consumer complaints about
credit bureaus, the top subject of complaint and inquiry at the
Commissionfor several years, anumber of enforcement actionswere
taken.
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Beforeenteringinto credit and |l easetransactions, consumersmust
know the applicable terms and conditions. In the Truth in Lending
and Consumer Leasing Acts, Congress mandated that certain
information must be placed in advertisements and must be given to
consumers before transactions are consummated. A uniform term,
annual percentage rate (APR), was created to allow for credit
comparison shopping and fair competition among creditors. The
credit market breaksdown when creditorsfail to provideinformation,
or worse, provide incorrect information. In its jurisdiction over
millions of creditors, the Commission’s role is not to control the
terms of transactions but to ensure that the marketplace operates
properly.

An inevitable consequence of granting credit is default by a
certain percentage of consumers. In addition to creditor collection
activities, many of these debts are assigned to debt collectors for
collection activity. While thereis no reason legitimate debts should
not be collected, certain activities by debt collectors violate the Fair
Debt Collection PracticesAct. The Commission playedacritical role
inclarifyingthelineof proper collection tacticsand prosecuting those
who crossthat line under the Fair Debt Collection PracticesAct. The
Program also madeit clear that creditors bear someresponsibility for
collectors actions of which they are aware. With a significant
increase in consumer complaints about collection agency tactics, the
Commission reinvigorated its debt collection enforcement program.

Finally, credit and other markets breakdown when merchants
engage in unfair or deceptive trade practices. Given the importance
of creditinindividuals' lives, many of theseillegal practicesfocuson
creditissues. They include advancefeeloan fraud, phony gold cards,
misuse of bank drafts, false advertising about secured credit cards,
vacation scams, and credit repair. The Commission also made clear
that those who support fraud artists may themselves become liable
and addressed deceptive advertising on the information
superhighway.

Enforcement Program

The Enforcement Program has two main responsibilities:
enforcing orders across a variety of consumer protection issues and
enforcing and administering more than a dozen statutes and rules on
aregular basisand numerous other rulesand guides on alessfrequent
basis. The Program rigorously enforced Commission orders to
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demonstrate that compliance is required and that violations will be
costly. The Program also focused on implementing the directives of
the 1992 Energy Policy Act (EPA 92), on executing a Commission
initiativetoreview al of itsregulationsperiodically, and onenforcing
rules where violations seem most egregious.

Aspart of itsenforcement efforts, the Program conducted sweeps
of particular industries’ compliance with Commission orders. In
addition, numerous other order violations involving nutrition issues
and performance claims were investigated.

The rule and statute enforcement program engaged in numerous
rulemaking proceedings to respond to changing market conditions
and Congressional directives. Pursuant to EPA 92 directives, the
program engaged i n rulemakingsthat promotethe use of cleaner fuels
and of vehicles using such fuels. The Commission amended the
Octane Posting Rule, effective October 1993, to cover liquid
aternative fuels such as methanol. Pursuant to EPA 92, the
Commission also began a rulemaking to require, for aternative-
fueled vehicles (AFVs), labels that help consumers choose among
competing AFVs.

To promote the use of more efficient, less wasteful products,
pursuant to EPA 92, the Commission amended the Appliance
Labeling Rule, which requires energy efficiency information for
major home appliances to be displayed on “Energy Guides.” The
Commission amended the Rule to include plumbing products and to
require sellers, effective October 1994, to disclose the water usage
rates of these products. In 1994, the Commission added lighting
products to the Rule, and starting April 1995, these products will be
labeled to encourage the use of lighting products that can deliver
desired lighting using less energy than regular incandescent bulbs.
The Commission concluded aproceeding it had initiated to makethe
Rule more user-friendly, and new versions of the Energy Guideswill
appear in 1995.

The Program also coordinates the Commission’ speriodic review
of the economic and other impact of all rulesand guidesto determine
whether they should be retained, repealed, or revised. As a result,
three guides were repealed as obsolete in fiscal year 1994. The
Commission alsoinitiated areview of the Care Labeling Rule, which
involves questions about whether the Rule should be revised to
remove potentia barriers to trade under NAFTA (i.e., to permit the
use of symbols, in lieu of words, to convey care information), and
environmental issues concerning dry cleaning solvents.
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Marketing Practices Program

TheMarketing Practices Programinvestigatesand attemptsto halt
fraud that consumerscannot readily detect and economic harm caused
by merchantswhofail to provide consumerswith needed information.
The Program reflects the variety, prevalence, and severity of
consumer problems in the areas of telemarketing, business
opportunity, franchise, and investment fraud.

One of the most prevalent consumer protection problems was
economicfraud directed at consumersand small businesses. Through
federal court cases and rule enforcement, the Commission targeted
fraud that could not be readily detected by reasonably diligent
consumersor that wasaimed at vul nerabl e popul ations of consumers,
such as elderly people. Often, perpetrators of thistype of fraud used
new technologies not yet understood by consumers or made novel
applications of familiar technol ogies to confuse consumers.

Fraudulent telemarketing of household goods and services, such
as vitamins, health care products, estate planning services, travel
services, vacation packages, and home security systems was an area
of Commission focus. The cases often involved elderly victimswho
did not realize that a salesperson was, in fact, atelephone con artist.
These schemes typically used sweepstakes or other promotional
mailingsto luretheir victims. Consumerscalled to claim their prizes
and were talked into buying expensive goods and services through a
series of misrepresentations.

Other areas of concern were fraudulent use of payment systems,
such as “900” or pay-per-call information services, bank drafts, and
credit cards; fraudulent sale of franchises, business and employment
opportunities, often with the aid of telecommunications technology
and electronic fund transfers; fraudulent sale of goods and servicesto
small businesses; fraudulent solicitation of charitable contributions;
and fraud on the Internet.

Fraudulent sale of franchises and of business and employment
opportunities, often with the aid of telecommunications technology
and electronic fund transfers, has become an area of concern. These
cases involve extremely sympathetic victims -- people who have
invested severance pay, retirement savings, and often all of their
assets in business opportunities that seem likely to reap financia
successand provideeconomic security. Recent estimatessuggest that
tens of thousands of investors|ose as much as $500 million annually
in franchise and business opportunity fraud.
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During fiscal year 1994, the Commission organized and hosted
nineregional law enforcement conferencesto addressthe problem of
telemarketing fraud at the regional and local level. The
approximately 1,000 federal, state, and local law enforcers who
attended these conferences will use the information from the
conferences to work with the Commission on joint investigations,
enforcement actions, and consumer education projects.

The Program al so combated consumer injury that occurred when
sellers failed to provide important information to consumers. By
enforcing the Funeral Rule, the Commission imposed sanctions on
funeral providers who failed to give consumers information about
choices and pricesfor al goods and services sold. The Commission
enforced the Franchise Rule, imposing sanctions on franchi seeswho
failed to provide presale disclosure documents to prospective
investors, and the Pay-Per-Call Rule, imposing sanctions on
information providers who sold information by telephone without
providing cost and other material information to consumers.

Service Industry Practices Program

The Service Industry Practices Program focused on fraud in the
saleof goodsor servicesasinvestments, principally by telemarketers.
Investment fraud cases challenge the deceptive sale of phony art,
services related to government lotteries for FCC licenses or oil and
gas rights to federal lands, jewelry-grade gemstones sold as
investment-grade stones, overgraded numismatic coins, precious or
strategic metal's, and stamps. Consumer lossesfrom thistypeof fraud
are estimated to be in the billions.

As part of its effort to combat investment fraud, as well as other
types of telemarketing fraud, the Commission maintainsthe NAAG-
FTC Telemarketing Database. Thiselectronic database suppliesover
70law enforcement agencies(includingthe FBI, DOJ, Postal Service,
and 40 state AGs) with access to recent complaints from
telemarketing fraud victims, including thosewho have call ed the 800-
number hotline operated by the National Consumers L eague.

TheProgramalsofocused on health carefraud, seekingto prevent
health care providers from misinforming prospective purchasers
about the efficacy and risks associated with various health care
Services.

Recognizing that product standards and certifications are
procompetitive only if the information they convey is accurate, the
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Commissionalsofocused law enforcement initiativesontargetsusing
standards and certifications to deceive prospective purchasers.

The Bureau of Economics provided economic support to the
Commission’s antitrust and consumer protection activities, advised
the Commission and other government entities about the impact of
regulation on competition and consumer welfare, and analyzed
economic phenomena in the American industrial economy, as they
related to antitrust and consumer protection.

In fiscal year 1994, the Bureau of Economics provided guidance
and support to the Competition and Consumer Protection Missions.
Economists offered advice on the economic merits of potential
antitrust actions, distinguishing between situations where the
marketplace performed reasonably well and situations where the
market might be improved by Commission action. When
enforcement actions were initiated, economists integrated economic
analysis into the proceeding, provided expert testimony, and helped
devise remedies that would improve market competition.

Economists supported the Consumer Protection Mission by
assessing the benefits and costs of alternative policy approaches.
Potential consumer protection actions were evaluated not only for
theirimmediateimpact, but alsofor their longer-term effectson price,
product variety, and overall consumer welfare.

Although the Commission is primarily an enforcement agency, it
also analyzes data and publishes information about the nation’s
industries, markets, and business firms. Much of this work is
undertaken by the Bureau of Economics. In fiscal year 1994,
economists conducted studies on several topics in antitrust and
consumer protection.

The Bureau of Economics aso coordinated the Commission’s
Consumer and Competition Advocacy Program, which the
Commission used to provide advice to federal, state, and other
regul atory entitiesconcerning theactual or potential economicimpact
of existing and proposed trade regulations.

Antitrust
Economists participated in investigations of alleged antitrust
violations, advised the Commission on proposed antitrust actions, and

provided economic expertisefor mattersinlitigation. Theseactivities
consumed the bulk of the Bureau’ s resources.
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The Bureau also maintained asmall research program in support
of the Commission’ santitrust activities. Duringtheyear, two studies
werereleased. Onewasacase study of resale price maintenance, and
the other was an examination of the effects of unfair importson U.S.
industries. Ongoing studies included the measurement of market
power in long distance telecommunications and the output and price
effects of vertical integration in the brokerage/specialist business.

Consumer Protection

In support of the Consumer Protection Mission, economists
evaluated proposals for full-phase investigations, consent
negotiations, consent settlements, and complaints. In addition,
economists routinely provided day-to-day guidance on individual
matters, provided litigation support services, and made policy
recommendations directly to the Commission.

In addition tothe Bureau’ sdirect support for individual consumer
protection cases, economists conducted alimited amount of research
on consumer protection topics of interest to the Commission. Such
ongoing work included astudy of thefactorsthat affected the content
of health claims in food advertising over the past 40 years, and an
examination of the effects of food advertising policy on the
consumption of fats and cholesterol in the American diet.

Consumer and Competition Advocacy

The interests of consumers may not always be presented during
consideration of legidative or regulatory initiatives. Consequently,
lawsmay be enacted or regul ationsissued that unintentially may harm
consumers by restricting entry, limiting competition, chilling
innovation, raising prices, or reducing the quality of goods and
services. The goal of the Commission’s advocacy activities is to
reduce such harm to consumers by informing appropriate
governmental and self-regulatory bodiesabout the potential effectson
consumers, both positive and negative, of proposed legidlation, rules,
or industry guides or codes. The Bureau of Economicsisthe central
source of planning, coordination, review, and information for work
inthisarea. During fiscal year 1994, the Commission staff submitted
16 comments to federal and state agencies. Comment submissions
covered such subject areas as advertising, antitrust, auto brokering,
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communications, occupational licensing, labeling, leasing,
transportation, and utilities.

Budget and Finance

In fiscal year 1994, the Commission had atotal budget authority
of $92.6 million and used 933 workyears.

To meet the goals of the National Performance Review, the
Budget and Finance Division began to restructure its activities. It
entered into a cross-servicing agreement with the Department of the
Interior through which voucher payments processing wastransferred
tothe Bureau of Reclamation’ sAdministrative Support Center (ASC)
in Denver. It aso worked with the Division of Personnel to transfer
its payroll and personnel systems to the ASC by December, 1995.
The Division worked with the Office of Management and Budget to
establish a buyout program, which helped reduce the Commission’s
workforce to accommodate lower staffing levels.

TheDivision managed the Commission’ sfinancial services, such
asmaintenance of ageneral ledger accounting system and review and
payment of all invoices. It was responsible for issuing accurate and
timely financia reports to program offices, the Department of the
Treasury, and the Office of Management and Budget. It also carried
out Commission-wide management programsfor audit follow-up and
reviewed and reported oninternal controls. TheDivisionplannedand
carried out thefiscal year 1994 budget, supported thefiscal year 1995
budget request through Congress, and devel oped the fiscal year 1996
budget request.

Personnel

Infiscal year 1994, the Division of Personnel continued to assist
the Commission in meeting the objectives outlined in the National
Performance Review (NPR). A major accomplishment in this area
wasthe administration of the Commission’ sbuyout program. A total
of 55 employees elected to take advantage of this program and retire
with the buyout incentive. This buyout, in turn, created savings for
the Commi ssion because certain positionswererefilled at lower grade
levels and skill mixes were adjusted to allow organizational
components to operate more efficiently.

Also related to the NPR, the Division of Personnel continued to
work with the Commission managers to reduce the number of
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supervisorsand eliminateunnecessary levelsof review. TheDivision
was also active in providing traditional recruitment, training, and
employee and labor relations servicesto Commission employeesand
managers.

Planning and Information

The Commission’ sinformation management program continued
to be coordinated by the three divisions of the Office of the Deputy
Executive Director for Planning and Information. The efforts of that
officewere split between maintaining the essential servicesprovided
in previous years and expanding or improving service in key areas.
The program focused on seven key initiatives designed to make
improvementsinthe Commission’ sinformation systemsenvironment
and its component parts. Those initiatives were:

Upgrade workstations and printers

Continued emphasis was placed upon upgrades of computer
workstationsand printers. By theend of thefiscal year, al individual
workstations had 386-level microprocessing systemsor better, and a
two-year project was begun to further upgrade workstations to a
configuration capable of better meeting the Commission’s evolving
network requirements. Upgrades of central processing units,
memory, disk capacity, and core workstation software (including
WordPerfect, WordPerfect Office, DOS, and Windows) were started.
All obsolete printers were removed from service as primary printers.
A limited number of additional laptop computerswere purchased for
Commission staff to use when working away from their regular
offices.

Expand local area network and communications systems

All Commission offices were linked to the local area network.
Additional functionality that was added to the local and wide area
networks included outbound faxing; a central server for accessing
CD-ROM-based libraries of information; improved external remote
access to our systems; and outbound, network-based modem access
for regional offices.
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I mplement direct accessto full text of Commission documents

Planning and Information completed the initial phase of an
application to maintain a comprehensive database of Commission
documents and other related information. This phase focused on
creating a document repository that can be easily accessed and
searched by al Commission staff and from which documents of
interest can be quickly retrieved. The application wasloaded onto 16
special  workstations distributed throughout the headquarters
buildings and was structured to become available at each desktop,
with workstation upgrades planned for fiscal year 1995.

| mprove access to existing corporate information

The first phase of hardware installation to support a new Unix-
based computer systemwascompleted. TheUnix systemwill replace
the Commission’s long-obsolete Prime central computer system.
This multiyear effort will transfer all applications running on the
Commission’ stwo Prime computers. Thefirst computer (System B)
was shut down by theend of thefiscal year. STAFFID, areplacement
for the L ocator and several other databases used by most Commission
applications, was redesigned and reprogrammed to run on the new
system.

Develop and implement a new Commission-wide correspon-
dence management program

In coordination with Commission operating bureaus and offices,
Planning and Information began to review the Commission’ soverall
approach to consumer correspondence management. This review
included analysisof information requirements, researching alternative
correspondence management methods, and the selection and
implementation of an appropriate Commission-wide solution.
Severa procedural changes were implemented that eliminated a
substantial backlog of unanswered correspondence and established a
procedure to acknowledge correspondence within one week of
receipt.
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Automate Commission forms and related workflow processes

The Commission began converting forms from a paper to an
electronic/e-mail environment. Anelectronicformssoftwarepackage
was sel ected, and planswere devel oped for converting existing paper
formsto an electronic format.

Expand and improve user training and direct support services

The Commission will not realize the value of its information
systems resources unless Commission staff use those resources
effectively. During thisyear, Planning and Information continued to
enhance the information systems training and support services
provided to Commission staff. Staff was added to the Information
Center to provide better customer support. New training
opportunitieswere developed. Improvementswere also madeto user
documentation and the tracking, analysis, and followup of user
problems.

Regional Offices

Theregional offices continued to play akey rolein fulfilling the
Commission’s missions during fiscal year 1994. To augment their
ongoing consumer protection enforcement activities, the regiona
offices sponsored a number of telemarketing fraud conferences
throughout the country. These conferences brought together federal,
state, and local law enforcement officials to coordinate efforts to
combat telemarketing fraud. As part of their overall competition
enforcement activities, the regional offices played an increasingly
important role in merger enforcement. They served as strong
intermediaries with state and loca officials to facilitate the
Commission’s law enforcement partnership with other agencies.
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COMPETITION MISSION
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APPENDIX

COMPETITION MISSION (SUMMARY)

Title Number Aggtc;n Type of Matter Product or Service

Adobe Systems, Inc. 9410059 07/26/94 | Merger Professional Illustration
Computer Software

Boulder Ridge Cable TV 8910104 06/24/94 | Horizontal Restraints | Cable Television

Columbia/lHCA Hedlthcare 9410108 09/14/94 | Merger Outpatient Surgical

Corporation Services

First Data Corporation 9310090 08/17/94 | Merger Consumer Money Wire
Transfer Services

HealthTrust, Inc., The Hospital 9410020 07/08/94 | Merger Inpatient Acute-care

Company Hospital Services

Medical Staff of Good 9010032 08/31/94 | Horizontal Restraints | Health Care

Samaritan Regional Medical

Center

Revco D.S,, Inc. 9410075 07/14/94 | Merger Drug Stores

Rite Aid Corporation 9410081 08/31/94 | Merger Drug Stores

Roche Holdings, Inc. 9410085 08/29/94 | Merger Drugs for Testing Presence

of Illegal Drugs
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Title Number Aézt%n Type of Matter Product or Service
Sulzer, Ltd. 9410073 09/27/94 | Merger Aluminum Polyester
Powder
Tele-Communications, Inc. 9410008 11/15/93 | Merger Cable TV Programming
Trauma Associates of North 9210101 07/25/94 | Merger Health Care
Broward, Inc.

COMPETITION MISSION
(DETAIL)

Adobe Systems, Inc.; Aldus Corporation

Adobe and Aldus agreed to modify their merger plan to settle
Commission allegations that the proposed merger would have
anticompetitive affects in the $60 billion worldwide market of
professional-illustration software productsthat enable graphic artists
to create visual images using adesktop computer. The Commission
alleged that the merger, valued at approximately $0.5 billion, would
resultinamonopoly since Adobe and Aldus produce and sell the only
two illustration software programs (lllustrator and Freehand). The
complaint allegesthat the professional-illustration softwaremarket is
characterized by high developmental and reputational barriers that
make production of a technically comparable illustration program
difficult and time- consuming for other firms. Under terms of the
proposed consent agreement, Aldusmust divest its Freehand business
and name to Altsys Corporation within six months.

Boulder Ridge Cable TV; Weststar Communications, Inc.

Boulder and Weststar, two California cable tel evision operators,
agreed to settle allegations that they entered into a mutual covenant
“not to compete” in anumber of areasin Californiaand Hawaii asa
result of Boulder’s acquisition of Three Palms, Ltd., a competing
cable television operator in the Indian Wells Valey area of
California. According to the complaint accompanying the proposed
consent agreement, the “not to compete” clause in the acquisition
agreement representsamarket division agreement that would restrain
competition in surrounding areas outside of the Boulder/Three Palms
geographic market by prohibiting the parties from operating a cable
television system within 15 miles of each other. The proposed
consent agreement prohibits Boulder and Weststar from enforcing the
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existing contract and from entering into similar agreements in the
future.

Columbia/HCA Healthcare Corporation

The Commission will permit Columbia/lHCA to acquire Medical
Care America, Inc. under terms of a proposed consent agreement.
The complaint issued with the proposed consent agreement alleged
that the acquisition, combining two competing health care facilities
in Anchorage, Alaska, could result in higher costs or reduced quality
for outpatient surgery services in the area. The complaint further
alleged that the market for these servicesis highly concentrated and
that the acquisition could, therefore, deny patients the benefits of
competition for outpatient medical care facilities based on price,
quality, and service. The proposed consent agreement requires
Columbia/lHCA to divest Medical Care's Alaska Surgery Center,
within oneyear, to aCommission approved acquirer that will operate
the hospital in competition with Columbia/HCA. In an attempt to
ensure that future acquisitions in the market do not raise the same
antitrust concerns, the Commission included several prior approval
provisions, including oneprohibiting Columbia/HCA from acquiring
a$1 million or moreinterest in any outpatient surgical servicefacility
in Anchorage for 10 years. This settlement results from the first
challenge of an outpatient surgical center merger by any federa
antitrust agency.

First Data Corporation

Inthefirst challenge by any federal antitrust agency in the money
transfer services industry, the Commission accepted a proposed
consent agreement with First Datarelated to its proposed acquisition
of Western Union Financial Services, Inc. According to the
complaint accompanying the proposed consent agreement, the
acquisition would create amonopoly in the market by combining the
only two firms in the United States that provide consumer money
wiretransfer services. Thecomplaint further allegesthat itisdifficult
for new firms to gain the brand name recognition and to establish a
nationwide network of retail outlets which is necessary to ensure
consumers a healthy competitive market that provides fair money
transfer fees and a high quality of services. Under terms of the
proposed consent agreement, First Data can compl ete the acquisition
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but must divest either its own MoneyGram consumer money wire
transfer business or that of Western Union’s, within 15 months, to a
Commission-approved acquirer. In addition, the proposed order
prohibits First Data from acquiring any interest in an entity that
provides money wire transfer services in the United States for a
period of 10 years. The Commission withdrew its acceptance of the
proposed consent agreement in November, 1994, after First Data
abandoned its acquisition plans.

HealthTrust, Inc., The Hospital Company

Under terms of a proposed consent agreement, the Commission
will permit HealthTrust, now part of Columbia/HCA Healthcare
Corp., to complete its proposed acquisition of Holy Cross Health
Services of Utah. The agreement requires HealthTrust, which
operates three hospitals in the Salt Lake City-Ogden metropolitan
area, to divest Holy Cross Hospital of Salt Lake City and the assets
of fiveclinicslocated in downtown Salt Lake City within six months
to an acquirer preapproved by the Commission. According to the
complaint issued with the proposed consent order, the acquisition of
three hospitals from Holy Cross would significantly lessen
competition and could raise prices for or reduce the quality of
inpatient acute-care hospital services in the three-county area of
Weber, Davis, and Salt Lake counties. In addition to other
acquisition restrictions, the proposed consent agreement requires
HealthTrust to obtain prior Commission approval for 10 yearsbefore
acquiring any inpatient acute-care hospital or any hospital, medical,
or surgical diagnostic or treatment facility in the counties specified in
the complaint.

Medical Saff of Good Samaritan Regional Medical Center

Under terms of a proposed consent agreement, the Medical Staff
of Good Samaritan Regional Medical Center in Phoenix, Arizona
agreed not to enter into any conspiracy to boycott a competing
hospital. According to the complaint issued with the proposed
consent agreement, Samaritan Heath Systems opened a
multispecialty physician clinic that would have had the potential to
hold down medical costs by offering one-stop shopping for medical
services, extended hours, house calls, and other benefitsto patients.
The complaint alleged that a majority of the 500 physicians on the
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medical staff at Good Samaritan threatened to boycott the new facility
by withholding patient admissions from the hospital in an attempt to
induce the hospital to terminate its affiliation with the clinic. The
proposed consent agreement prohibits the medical staff from
attempting to enter into any agreement to refuse to deal with health
care services offered by Good Samaritan, the clinic, or any other
health care provider. The proposed consent agreement does not
prohibit the medical staff from entering into partnerships or forming
joint ventures to offer health care services.

Revco D.S, Inc.

Under terms of a proposed consent agreement, Revco agreed to
divest a pharmacy business in order to acquire Hook-SupeRx, Inc.
Thecomplaint accompanying the proposed consent agreement alleges
that the merger of two of the largest drug store chainsin the United
States could raise prices and reduce service for prescription drugs
sold in retail stores in Covington, Marion, and Radford, Virginia.
The complaint further allegesthat the merger would eliminate actual
competition between the two firms and would increase the chances
that Revco would unilaterally exercise market power. To restorethe
alleged lost competition and maintain an active competitive market
in the three-city area of Virginia, the proposed consent agreement
requires Revco to divest either the pharmacy businessit already owns
or the pharmacy business that it will acquire from Hook-SupeRx
within oneyear to aCommission approved acquirer or acquirerswho
will continue to operate the stores as retail pharmacies. Findly, the
proposed consent agreement requires Revco to obtain Commission
approval for 10 years before acquiring any similar business interests
in the relevant geographic market.

Rite Aid Corporation

Under terms of aproposed consent agreement, Rite Aid agreed to
divest certain retail pharmacy outlets in Bucksport and Lincoln,
Maine and in Berlin, New Hampshire to an acquirer approved by the
Commission. The complaint accompanying the proposed consent
agreement alleges that Rite Aid’'s proposed acquisition of
LaVerdiere's Enterprises, Inc. could lead to higher prices for
prescription drugs sold in retail storesin thethree areasby increasing
the likelihood that Rite Aid could exercise market power on its own
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or collude with the few remaining retail pharmacy firmsin the area.
To restore competition that allegedly would be reduced by the
acquisition, the proposed consent agreement requires Rite Aid to
divest within 12 months either its own pharmacy stores or those of
LaVerdiere sto an entity that will operate them in competition with
Rite Aid. In addition, the proposed consent agreement requires Rite
Aidto obtain Commission approval for 10 yearsbeforeacquiring any
stock in afirm engaged in the business of selling prescription drugs
at retail outletsin the areas specified in the complaint.

Roche Holdings, Inc.

Under termsof aproposed consent agreement, Roche can acquire
Syntex Corporationandits SyvaCompany subsidiary for $5.3 billion.
Thecomplaint accompanying the proposed consent agreement alleged
that the acquisition would substantially reduce competition and
potentially create a monopoly in the market for pharmaceutical
products used primarily by laboratoriesfor testing for the presence of
illegal drugs. To preserve competition allegedly threatened by the
elimination of an active competitor in the market, the proposed
consent agreement requires Roche to divest Syva's illegal-drug
testing businessto aCommission approved buyer that will operatethe
business in competition with Roche. The proposed consent
agreement al so requires Rocheto obtain Commission approval for 10
years before acquiring assets of any company engaged in the
manufacture of illegal drug reagent products.

Sulzer, Ltd.

Under terms of a proposed consent agreement, Sul zer isrequired
to assist in the deterrence of anticompetitive behavior that may occur
in connection with its proposed acquisition of akey competitor inthe
market for aluminum polyester powder, the Metco Division of The
Perkin-Elmer Corporation. According to the proposed agreement,
Sulzer must help launch a new manufacturer in the market by
divesting a copy of the information needed to produce aluminum
polyester powder, a thermal spray used in the housing of turbine
aircraft engines to increase efficiency, and to provide specific
technical assistance needed for a new manufacturer to develop and
market aproduct comparableto Sulzer’ sAmdry 2010. Accordingto
the complaint accompanying the proposed consent agreement, the
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elimination of a leading worldwide supplier could increase the
likelihood that the remaining competitors in the market could raise
prices and restrict output to purchasers of aluminum polyester
powder. The proposed consent agreement also requires Sulzer to
obtain prior Commission approval for 10 years before making any
acquisition in the market defined by the complaint.

Tele-Communications, Inc.

QVC Network, Inc. proposed to acquire Paramount
Communications, Inc. for $10 billion. The Commission alleged that
QVC's acquisition of Paramount would violate antitrust laws by
substantially lessening competition for the distribution of cable
television programming to consumers in certain areas of the country
and for cable premium-movie channels in the national market.
According to the complaint accompanying the proposed consent
agreement, Tele-Communications, Inc. isthe nation’s largest cable-
television system owner and, with its Liberty Media Corporation
affiliate, has ownership rights in many popular cable television
programming networks. When QVC terminated its attempted
acquisition of Paramount, the Commission withdrew its proposed
consent agreement requiring TCl and Liberty to divest their
stockholdings in QV C within 18 months.

Trauma Associates of North Broward, Inc.

Trauma Associates of North Broward, Inc. and 10 surgeons in
Broward County, Florida agreed to settle charges that they illegally
conspired to fix the fees paid for their professional services at the
traumacenterslocatedin the Broward General Medical Center andin
the North Broward Medical Center. According to the complaint
accompanying the proposed consent agreement, the respondents,
acting as a group to collectively negotiate fees and contract terms,
refused to accept individual contractswith the state-approved trauma
centersestablished by theNorth Broward Hospital District at two area
hospitals. The proposed consent agreement requires dissolution of
Trauma Associates and prohibits the surgeons from entering into
similar agreements to conspire to fix or increase prices for the
provision of traumasurgical servicesin the future and from refusing
to provide surgical servicesexcept on collectively-determined terms.
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CONSUMER PROTECTION MISSION (SUMMARY)

Weight Loss
Products Advertising

Title Number Aggtc;n Type of Matter Product or Service
American Ingtitute of Smoking 9323253 07/22/94 | Diet and Smoking Weight Loss and Smoking
Cessation, Inc. Programs and Cessation Hypnosis
Advertising Claims | Seminars
American Tobacco Company 9323368 09/29/94 | Tar and Nicotine Cigarettes
Advertising Claims
Chemopharm Laboratory, Inc. 9323135 09/13/94 | Environmental Superior Sno-N-Ice Melter
Benefit Claims (Ice Méelting Product)
Advertising
Gorayeb Seminars, Inc. 9323254 07/22/94 | Diet and Smoking Weight Loss and Smoking
Programs and Cessation Hypnosis
Advertising Claims | Seminars
Hayes Microcomputer Products, | 9223332 04/26/94 | Computer Modems for Computers
Inc. Communications
Equipment and
Advertising Claims
Hyde Athletic Industries, Inc. 9223236 09/20/94 | Advertising Claims | Athletic and Other
Footwear
L& S Research Corporation 9123004 07/14/94 | Bodybuilding and Bodybuildng and Weight

Loss Products
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Title Number Aézt%n Type of Matter Product or Service
Notations, Inc. 9323163 09/13/94 | Textile Fibers Women's Blouses
Identification Act
RN Nutrition 9123145 09/02/94 | Nutritional Calcium Supplement
Supplement Products
Advertising

CONSUMER PROTECTION
MISSION (DETAIL)

American Institute of Smoking Cessation, Inc.;
Kenneth C. Grossman; Jane A. Grossman

The American Institute of Smoking Cessation and two of its
officers, Kenneth and Jane Grossman, agreed to settle allegationsthat
they made unsubstantiated claims in their advertisements about the
success of their smoking cessation and weight loss seminars. The
proposed consent agreement prohibits the respondents from making
any representation about the performance or efficacy of any smoking
cessation or weight loss program, unless they possess and rely upon
competent and reliable scientific evidence to substantiate the
representation.

American Tobacco Company

American Tobacco Company agreed to settle allegations
concerning tar and nicotine advertising for the company’s Carlton
brand cigarettes. The proposed consent agreement prohibits the
company from disseminating ads for Carlton or any other cigarettes
that make certain misrepresentations about the rel ative amount of tar
and nicotine consumers will get by smoking the cigarettes.

Chemopharm Laboratory, Inc. d/b/a CP Industries

Chemopharm L aboratory agreed to settle allegationsthat it made
false and unsubstantiated environmental benefit claimsto market its
ice melting product, Superior Sno-N-Ice Melter. The proposed
consent agreement prohibits the company from making
unsubstantiated environmental claimsfor any productsit marketsin
the future.
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Gorayeb Seminars, Inc.; Ronald B. Gorayeb

Gorayeb Seminars and its owner, Ronald Gorayeb, agreed to
settle allegations that they made unsubstantiated claims in their
advertisements about the success of their smoking cessation and
weight loss seminars. The proposed consent agreement prohibitsthe
respondents from making any representation about the performance
or efficacy of any smoking cessation or weight |oss program, unless
they possess and rely upon competent and reliable scientific evidence
to substantiate the representation.

Hayes Microcomputer Products, Inc.

Hayes Microcomputer Products, a major manufacturer and
distributor of computer communi cations equipment, agreed to settle
allegationsthat it made false and misleading claimsin an advertising
campaign about the escape sequence feature of its modems. The
advertisements allegedly represented that the company’s escape
method was the only one available that did not create a substantial
risk of data transmission failure. The proposed consent agreement
prohibitsthe company from making similar fal seand unsubstantiated
claimsfor any of its modem-related productsin the future.

Hyde Athletic Industries, Inc.

Hyde Athletic Industries, a manufacturer of athletic and other
footwear, agreed to settle allegations that it made misleading “Made
inthe USA” claimsfor its Saucony brand footwear. The complaint
alleged that a substantial amount of Saucony footwear is assembled
in foreign countries with foreign component parts and that, of the
Saucony footwear assembled in the United States, a substantial
amount consistslargely of foreign component parts. InJuly 1995, the
Commission rejected the proposed consent agreement with Hydeand
directed staff to negotiate a new agreement, based on a narrower
complaint. At the same time, the Commission announced that it
would conduct a public workshop/conference to determine whether
it should change its enforcement standard for “Made in the USA”
clams.
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L& SResearch Corporation; Scott Chinery

L& S Research and its founder, Scott Chinery, agreed to settle
allegationsthat they made numerousfal seand unsubstantiated claims
in the advertising and sale of their bodybuilding and weight loss
products. The proposed consent agreement prohibitsthe respondents
from making misrepresentations regarding the efficacy of their
products, unless they possess and rely upon competent and reliable
scientific evidence to substantiate the representation. The proposed
agreement al so requires the respondents to pay $1.45 million to the
U.S. Treasury.

Notations, Inc.; Kurt Erman

Notations and its president, Kurt Erman, agreed to settle
allegationsthat they mislabeled the fiber content of variouswomen’s
blousesthey imported and sold. Thecomplaint allegesthat Notations
included fiber trademarks in the blouses' hang tags which falsely
implied that the blouses were made of silk. The proposed consent
agreement prohibits the company and its president from including a
fiber trademark which falsely states or impliesthat afiber is present
in any textile product or from similarly violating the Textile Fiber
Products Identification Act and the Commission rulesimplementing
the Act.

RN Nutrition; George Page Rank; James W. Nugent

RN Nutrition and its principals, George Rank and James Nugent,
agreed to settle allegations that they made unsubstantiated and
misleading claims to market their calcium supplement product,
BoneRestore. The proposed consent agreement requires the
respondentsto have substantiation for claimsthat their food, drug, or
supplement products will treat or cure any disease or condition;
prohibits use of the name BoneRestore in a misleading way; and
restricts the use of testimonial endorsements that do not represent
typical results.
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PART Il CONSENT ORDERS ISSUED
COMPETITION MISSION

COMPETITION MISSION (SUMMARY)

Date Action
Title Number | Accepted Type of Matter | Product or Service
Date
by Comm.
Alvey Holdings, Inc. C3488 12/06/93 03/30/94 Merger Horizontal Carousels
The American C3524
Association of
. . Conference
Language Specialists 01/28/94 | osiz1ea | Horizontd Interpreting
Restraints
The American Society C3525
of Interpreters
Arizona Automobile C3497 02/22/94 05/31/94 Horizontal Automobile and Truck
Dedlers Association Restraints Deders
Columbia Healthcare C3505 02/07/94 07/05/94 Merger Inpatient Acute-care
Corporation Hospital Services
Columbia Hospital C3472 08/26/93 11/19/93 Merger Inpatient Acute-care
Corporation Hospital Services
Community C3498 02/23/94 06/06/94 Horizontal Professional
Associations Institute Restraints Residential
Management Services
Cooper Industries, Inc. C3469 06/24/93 10/25/93 Merger Low Voltage Industria

Fuses
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Date

Title Number | Accepted Action Type of Matter | Product or Service
Date
by Comm.
Dominican Santa Cruz C3521 02/24/93 08/18/94 Merger Inpatient Acute-care
Hospital Hospital Services
Homecare Oxygen and C3532
Medical Equipment
Company
Home Oxygen and C3530 N~ Pulmonology
Medical Equipment 10/28/93 09/14/94 Monopolization Equipment
Company
Certain Home Oxygen C3531
Pulmonologists
Imperial Chemical C3473 06/03/93 11/29/93 Merger Acrylic Plastics
Industries, PLC
The Keds Corporation C3490 09/24/93 04/01/94 Distributional Athletic and Casual
Arrangements Shoes
Marion Merrell Dow, C3533 06/20/94 09/23/94 Merger Dicyclomine
Inc.
Martin Marietta C3500 03/23/94 06/22/94 Merger Satellites
Corporation
McCormick & C3468 08/02/93 10/25/93 Merger Dehydrated Onion
Company, Inc.
McL ean County C3491 01/03/94 04/07/94 Horizontal Chiropractors
Chiropractic Restraints
Association
Personal Protective C3481 12/16/93 03/17/94 Horizontal Soft Body Armor
Armor Association Restraints
Sara Lee Corporation C3523 06/29/94 08/24/94 Merger Chemical Shoe Care
Products
TCH Corporation C3519 02/23/94 08/16/94 Merger Drug Stores
The Valspar C3478 10/21/93 01/25/94 Merger Coating Resins
Corporation

COMPETITION MISSION  Alvey Holdings, Inc.
(DETAIL)

Alvey settled concerns that its acquisition of White Storage &
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Retrieval Systems, Inc. could create a monopoly in the market for
horizontal carousels, computer driven storage and retrieval devices
often used in warehouses. The consent order permits Alvey to
acquire White but requires the preapproved divestiture within six
monthsof The Bushman Company, Alvey’ ssubsidiary engagedinthe
manufacture and sale of horizontal carousels. The consent order
requires Alvey for 10 years to obtain Commission approval before
acquiring any firm that manufactured or sold horizontal carouselsin
the United States within the prior two years.

American Association of Language Specialists, The;
American Society of Interpreters, The

Two separate consent orders with The American Association of
Language Specidlists (TAALS) and the American Society of
Interpreters (ASI) prohibit the associations headquartered in
Washington, D.C. from conspiring with their membersto fix thefees
chargedfor providing trand ation servicesat conferencesor high-level
meetings of private business concerns, government officials and
agencies, and other entities. The complaint accompanying the
consent orders alleged that TAALS and ASI restrained competition
by publishing lists of feestheir memberswere required to charge for
language interpretation and by establishing rules that, among other
things, set guidelines for the provision of amenities to members,
limited hours for services, and prohibited its language specialist
members from engaging in any form of truthful and nondeceptive
personal publicity and advertising. The consent orders prohibit the
associations from interfering in the pricing practices of its members
for three years and, for a period of 10 years, require the associations
to declare out-of-order any person who makes a statement at an
association meeting concerning fee standards.

Arizona Automobile Dealers Association

A consent order prohibits Arizona Automobile Dealers
Association (AADA) from interfering with its member truck and
automobile dealers use of truthful and nondeceptive advertising
concerning prices, discounts, and the availability of consumer
financing. The complaint accompanying the consent order alleged
that AADA deprived Arizona consumers of the benefits of
competition in the sale of new cars and trucks by adopting policy
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statements in its Standards for Advertising Motor Vehicles which
prohibited AADA members from advertising prices equal or lower
than a competitor’s and from making comparisons about another
dealer’ sservices, quality, prices, or business methods. I1n addition to
the other provisions of the consent order, AADA is required to
remove any provision in its standards that is inconsistent with the
terms of the consent order and to notify and distribute a copy of the
revisions to all members.

Columbia Healthcare Corporation

A consent order settled antitrust concerns stemming from the
largest merger in the United States hospital industry. Columbiaand
HCA-Hospital Corporation of America will merge to form
Columbia/lHCA Healthcare Corp. According to the complaint
accompanying the consent order, the $4 billion merger would
substantially lessen competition for inpatient acute-care services in
Richmond and Columbia Counties of Georgiaand Aiken County in
South Carolina. The consent order requires the divestiture of HCA
Aiken Regional Medical Center in Aiken, South Carolina and
prohibits Columbia/HCA from merging its remaining hospital in
Aiken County with any other general acute-care hospital in that area
without prior Commission approval for aperiod of 10 years.

Columbia Hospital Corporation

Columbia (now Columbia/HCA Healthcare Corp.) divested
Kissmmee Memorial Hospital to Adventist Health System/Sunbelt
Health Care Corporation to settle allegations that Columbia's
acquisition of Galen Health Care, Inc. would substantially lessen
competition for acute-care inpatient hospital services in Osceola
County, Florida. The complaint accompanying the consent order
alleged that the acquisition would significantly increase already high
levels of concentration by creating afirm with the ability to exercise
unilateral market power, thereby increasing the possibility of higher
medical costs to consumers. The consent order requires Columbia
and Galen to obtain prior Commission approval for 10 yearsfor any
future acute-care hospital merger in Osceola County.
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Community Associations Institute

The Community Associations Institute (CAl) of Alexandria,
Virginia agreed not to interfere with members use of truthful
advertising and with their solicitation of business from potential
clients. CAl is a national association that includes condominium
managers and others connected with the property management
industry who offer their services as managers of residential
community associations. According to the complaint accompanying
the consent order, CAl enforced an ethical code that prohibited
members from engaging in certain competitive practices designed to
attract prospective clients. The complaint further alleged that the
challenged conduct restrained competition and deprived customers of
truthful information necessary for comparing the services offered by
professional residential community association managers. The
consent order prohibits CAl from limitingitsmembers' participation
in truthful business practices in the future and requires it to remove
any provisions from its code of ethics that are inconsistent with the
order’ s prohibitions. In addition, the order requires CAl to notify its
members of the Commission’s actions and to publish the code
revisionsin their two CAI publications.

Cooper Industries, Inc.

A consent order permits Cooper to acquirethe Fusegear Group for
$32 million. The complaint accompanying the consent order alleged
that the acquisition could have anticompetitive effectsin the United
States market for low voltage industrial fuses used to protect circuits
in motors, controls, and switchgears that regulate the amount of
current that flows into an electrica device. The order requires
Cooper to license, within one year, all technology owned by Brush
Fuses, Inc., the United States part of the Fusegear Group, used to
manufacture the entire line of low-voltage industrial fuses to a
licensee preapproved by the Commission.

Dominican Santa Cruz Hospital
Dominican agreed to settle allegations that the 1990 acquisition
of AMI-Community Hospital by Dominican and Catholic Healthcare

West created two dominant providers of acute-care hospital services
in Santa Cruz County, California. According to the complaint
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accompanying the consent order, the acquisition could promote the
likelihood of collusion in the area and could deny patients and
physicians the benefits of open competition based on quality, price,
and service. The order requires Dominican and Catholic to obtain
prior Commission approval for 10 years before acquiring any general
acute-care hospital in Santa Cruz County.

Homecare Oxygen and Medical Equipment Company;

Home Oxygen and Medical Equipment Company;

Certain Home Oxygen Pulmonologists

Three separate consent orders with two San Francisco Bay area
home medical equipment firms and their 28 investor physicians
settled allegationsthat their physician joint venturesgained excessive
market power in violation of federal antitrust laws. According tothe
complaints accompanying the consent orders, approximately 60% of
the pulmonologists in the East Bay area were investors in the joint
venture partnerships or practiced in groups which included one or
more of theinvestors. The complaintsfurther allege that the venture
inhibited competition by allowing a group of specialists to gain
control of the market for an ancillary service by controlling patient
access to the service. The consent orders with Home Oxygen and
Medical Equipment Company (a joint venture involving 13
physicians), Certain Home Oxygen Pulmonologists (a joint venture
involving four other physicians), and Homecare Oxygen and Medical
Equipment Company (a joint venture involving 11 physicians)
prohibit all parties from acquiring or granting an ownership interest
inany firm that sells or leases oxygen systemsin the East Bay areaif
more than 25% of the pulmonologists in that market would be
affiliated with the to-be-acquired firm. The consent orders are
effective for 10 years.

Imperial Chemical Industries, PLC

Imperial Chemical IndustriesPLC (ICl) settled allegationsthat its
acquisition of certain acrylic-plastic assets from E.I. du Pont de
Nemoursand Company would substantially lessen competitioninthe
manufacture and sale of acrylic plastics in the United States and
wouldincreasethelikelihood of collusion amongtheremaining firms
in the market. The consent order requires ICl to divest one of three
United States acrylic plastic manufacturing plants within 15 months
to a Commission approved acquirer who intends to operate the
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facility at or near capacity. The consent order also requires ICI to
provide the purchaser technical assistance necessary to manufacture
polymethyl methacrylate, acrylic plastics, for 18 months. 1Cl can
divest facilitiesin Memphis, Tennessee, Olive Branch, Mississippi,
or Compton, California. Finally, theorder requiresICl to obtain prior
Commission approval for 10 years before acquiring a substantial
interest in any firm that owns or operates an acrylic plastic or acrylic
sheet manufacturing facility in the United States.

Keds Corporation, The

Keds, asubsidiary of The Stride Rite Corporation, agreed not to
fix the prices at which retailers advertised and sold its athletic and
casua shoes to consumers.  According to the complaint
accompanying theconsent order, K edsentered into an agreement with
itsretailersto sell certain shoesat or above minimum pricesthat Keds
dictated through a written resale pricing policy and threatened to
terminate business dealings with any retailer who refused to abide by
the agreement. The complaint further alleged that these practices
increased the prices of Keds products and restricted price
competition among retail dealersin the United States. The consent
order requires Keds to place a statement on any footwear product on
which they suggest aresale price indicating that retailers are free to
determine the prices at which they will advertise and sell Keds
footwear. This statement isrequired for aperiod of five years. The
Commission worked in cooperation with the National Association of
Attorneys General (NAAG). NAAG also entered into an agreement
with Keds, in which Keds agreed to terminate the practices aso
challenged by the Commission.

Marion Merrell Dow, Inc.

Marion Merrell Dow (Marion) settled antitrust concerns
stemming from its 1993 acquisition of Rugby-Darby Holding, Inc.
According to the complaint accompanying the consent order, prior to
the acquisition, Marion and Rugby-Darby were the only two U.S.
firms approved by the Food and Drug Administration (FDA) to
manufacture and sell dicyclomine hydrochloride, a prescription
medication used in the treatment of irritable bowel syndrome. The
complaint alleges that the acquisition lessened competition and
created a monopoly in the market for dicyclomine tablets and
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capsules. The consent order requires Marion to license its
dicyclomine formulations and production technology to a
Commission approved third party and to contract to manufacture
dicyclomine to the licensee at a maximum price until the licensee
receives FDA approval to independently produce and market itsown.
Marion also must obtain prior Commission approval for 10 years
before acquiring any producer or distributor of dicyclomine.

Martin Marietta Corporation

Martin Marietta settled allegations regarding its $208.5 million
acquisition of Genera Dynamics Corporation’s Space Systems
Division. According to the complaint accompanying the consent
order, Martin Mariettawould gain a new expandable launch-vehicle
(ELV) division that could share a close working relationship with its
existing satellite development and manufacturing division. The
complaint further alleges that because the ELV division receives
detailed classified information from other satellite manufacturers,
Martin Marietta could gain access to competing satellite
manufacturers’ proprietary information, increasing thelikelihood that
competition between satellite suppliers could decrease and that
advancements in satellite research, innovation, and quality could be
reduced. The consent order prohibits Martin Marietta's satellite
manufacturing division from gaining access to competing satellite
manufacturers sensitive, nonpublic information obtained by Martin
Marietta's ELV division. The order does not prevent Martin
Marietta's satellite manufacturing division from exchanging
information with its ELV division if it relates to Martin Marietta’' s
own satellites.

McCormick & Company, Inc.

McCormick settled allegations regarding its 1993 acquisition of
Haas Foods, Inc., asubsidiary of John . Haas, Inc. According to the
complaint issued with the consent order, the acquisition could
enhance the likelihood that the remaining competitors in the market
could engage in anticompetitive coordinated interaction to increase
prices and restrict production. The consent order requires
McCormick to divest several varieties of onion seeds necessary to
produce crops of onions suitable for dehydration to an acquirer
approved by the Commission.
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McLean County Chiropractic Association

McLean County Chiropractic Association (McLean) agreed not
to enter into any agreement to fix the maximum fees its member
chiropractors could charge for services or to collectively attempt to
negotiate fees with third party payersin an effort to fix the fees they
would charge those payers.  According to the complaint
accompanying the consent order, the association engaged in a price
fixing conspiracy, in an attempt to control chiropractic fees in the
Bloomington/Normal area of Illinois. The consent order prohibits
McL ean from participating in any pricefixing activitiesin the future
and requires McL ean to give its members copies of the settlement.

Personal Protective Armor Association

The Personal Protective Armor Association (PPAA) agreed to
settleallegationsthat it conspired to restrain competition by declaring
it unethical for its members to engage in truthful advertising,
depriving purchasers of the benefits of truthful information about
product performance, price disclosure, and availability. PPAA isa
trade association of North American manufacturers of body armor
and veststhat protect wearersfrom certain bullet injuries. A consent
order prohibits PPAA from adopting any policy that restricts its
members from engaging in comparable advertising related to the
price, quality, and service characteristics of soft body armor
purchased by federal, state, and local law enforcement agencies. The
order does not restrict PPAA from prohibiting representations that it
reasonably believesto be false or deceptive.

Sara Lee Corporation

A consent order settled antitrust concerns stemming from Sara
Lee's 1987 acquisition of the Esquire brand of shoe care products
from Knomark, Inc. and its 1991 acquisition of the Griffin brand of
self-service chemical shoe care productsfrom Reckitt & Colman plc.
The complaint accompanying the order alleges that the acquisitions
substantially reduced competitioninthe United Statesmarket for self-
service chemical shoe care productssold through grocery stores, drug
stores and mass merchandisers. The complaint further alleges that
Sara Lee, which sells such products through its Kiwi Brands Inc.
subsidiary, made the acquisitions with the intent of maintaining a
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dominant position in the market and did not report either transaction
to the Commission or the Department of Justice asrequired under the
Hart-Scott-Rodino Antitrust Improvements Act of 1976. The order
requires SaraLeeto divest its Esquire and Griffin brands, along with
related assets, to Hickory Industries, Inc. Sara Lee completed the
divestiture in September, 1994.

TCH Corporation

TCH Corporation and Green Equity Investors, L.P. agreed to
settle allegations regarding their acquisition of the PayLess Drug
Stores Northwest drug store chain from Kmart Corporation for $1.16
billion. The complaint accompanying the consent order alleged that
the acquisition could reduce competition and could increase the
likelihood of higher prices or reduced customer service by retail
stores selling prescription drugs in five areas of northern California,
Oregon, and Washington. The order permits the acquisition but
requiresthe companiesto divest the pharmacy businessin either their
PayLessor the Thrifty Drug Stores/Bi-Mart storesin Bishop, Mount
Shasta, and Taft, California; Florence, Oregon; and Ellensburg,
Washington to a Commission approved acquirer within one year.
The order contains several prior approva clauses, including a
provision requiring approval of GEI’sand TCH’ sfuture acquisitions
of any firm engaged in the retail pharmacy business in the areas
specified in the complaint.

Valspar Corporation, The

Valspar agreed to settle allegations that its acquisition of Cargill
Inc.’s Resin Products Division eliminated competition between two
leading firms and enhanced the likelihood of collusion or
interdependent coordination among the remaining firms in the
market. A consent order requires Vaspar and its wholly-owned
subsidiary, McWhorter, Inc., to divest assets used to manufacture
certain coating resins. The divestiture must be accomplished within
12 months to a Commission approved independent company formed
by Valspar through a “spin off” of Cargill’s resins business, three
Valspar resin producing plants, and certain nonexclusive licensing
requirements. In addition, the order requires Vaspar and the
independent corporation to obtain prior Commission approval before
acquiring any firm engaged in the manufacture of coatingresinsinthe
United States for a period of 10 years.
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PART Il CONSENT ORDERS ISSUED
CONSUMER PROTECTION MISSION

CONSUMER PROTECTION MISSION (SUMMARY)

Company

Date Action
Title Number | Accepted Type of Matter Product or Service
Date
by Comm.
AIM Packaging C3508 04/19/94 | 07/19/94 | Environmental Claims | Paper Plates
Corporation Advertising
American Ingtitute of C3522 02/04/94 | 08/23/94 | Health & Safety Smoking Cessation
Habit Contral, Inc. Products or Services and Weight Loss
Advertising Programs
America's Favorite C3504 03/29/94 | 07/05/94 | Environmental Claims | Fast Food Containers
Chicken Company Advertising
Amoco Foam Products C3514 05/09/94 | 08/09/94 | Environmental Claims | Polystyrene Food
Company Advertising Service Products
Archer Daniels Midland C3492 01/05/93 | 04/12/94 | Environmental Claims | Plastic Products

Advertising
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Date

Designs, Inc.

Title Number | Accepted Aégt(;n Type of Matter Product or Service
by Comm.

Beverly Hills Weight C3515

Loss Clinics

International, Inc.

Doctors Medical Weight C3516

Loss Centers, Inc. Diet Programs & Weight Loss

05/10/94 | 08/11/94 Products Advertising Programs

Quick Weight Loss C3518

Centers, Inc. (Georgiad)

Quick Weight Loss C3517

Centers, Inc. (Texas)

Diet Center, Inc. C3475

Nutri/System, Inc. C3474 09/24/93 | 12122193 Diet Programs & . Weight Loss
Products Advertising Programs

Physicians Weight Loss C3476

Centers of America, Inc.

Eggland’ s Best, Inc. C3520 02/01/94 | 08/15/94 | Food Nutrition Eggs
Advertising

El Portal Luggage, Inc. C3499 03/08/94 | 06/20/94 | Advertising Claims Luggage and Other

Leather Goods

G.C. Thorsen, Inc. d/b/a C3467

G.C. Electronics, Inc. 07/14/93 | 10/08/93 | ENVironmental Clams | ) o) products
Advertising

Texwipe Company C3466

Gracewood Fruit C3470 03/16/93 | 10/26/93 | Food Nutrition Grapefruit

Company Advertising

Homespun Products, C3483

Inc.

Russell J. Osborn d/b/a C3482

The Hairbow Company

and Rainbow 12/17/93

Productions, Inc. 03/17/94 Business Opportunities | Work-at-home
Investment Fraud Business Opportunity

William E. Taylor and C3484

Susan L. Taylor d/b/a

Sandcastle Creations

New Mexico Custom C3485 03/17/93
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Date

Title Number | Accepted Action Type of Matter Product or Service
Date
by Comm.
Jockey International, C3494 02/03/94 | 05/10/94 | Advertising Claims, Underwear, Hosiery,
Inc. Mail/Telephone Order | and Sportswear
Rule
Keyes Fibre Company C3512 05/03/94 | 08/02/94 | Environmental Claims | Paper Plates
Advertising
LePage's, Inc. C3506 04/05/94 Transparent Tape,
Plastic Tape
. . Dispenser, Paperboard
07/19/94 Envi ronmental Clams | Backcard
Advertising
Oak Hill Industries C3507 04/04/94 Plastic Plates, Bowls,
Corp. Utensils, and Film
Packaging
Lifestyle Fascination, C3513 04/29/94 | 08/04/94 | Health & Safety Electronic Products
Inc. Products or Services Sold in Catalogs
Advertising
Lomas Mortgage C3462 06/30/93 | 10/07/93 | Cost of Loans Consumer Loans
U.SA. Inc.
MACE Security C3487 01/03/94 | 03/25/94 | Health & Safety MACE Formulato
International, Inc. Products or Services Stop Assailants
Advertising
Manzella Productions, C3503 03/28/94 | 06/30/94 | Wool Labeling Statute | Gloves
Inc.
Mia Rose Products, Inc. C3509 04/05/94 | 07/19/94 | Environmental Claims | Hair Sprays
Advertising
Montgomery Ward & C3528
Company, Inc. < \abil c q
Pre-Sale Availability onsumer Product
Macy’s Northeast, Inc. C3527 06/21/94 1 09/13/94 Rule Warranties
Sears, Roebuck & Co. C3529
Mr. Coffee, Inc. C3486 03/18/93 | 03/25/94 | Environmental Claims | Coffee Filters
Advertising
Nissan Motor C3502 02/28/94 [ 06/29/94 | Miscellaneous Automobile
Corporation Advertising Practices | Manufacturing
North American Plastics C3526 03/22/93 | 09/07/94 | Environmental Claims | Plastic Trash Bags

Corporation

Advertising
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Date Action
Title Number | Accepted Type of Matter Product or Service
Date
by Comm.
Nu Skin International, C3489 01/03/94 | 04/01/94 | Business Opportunities | Baldness Treatment,
Inc. Investment Fraud Wrinkle Cream, and
Burn Cream
Numex Corporation C3463
. . Handheld Mechanical
GiselaE. Hick C3464 | 0511893 | 10/07/93 | Infomercials Roller Deviceto
James L. McElhaney, C3465 Relieve Pain
M.D.
Orkin Exterminating C3495 03/10/93 | 05/25/94 | Environmental Claims | Pesticides Used in
Company, Inc. Advertising Residential Lawn Care
Services
Osram Sylvania, Inc. C3471 08/19/93 | 11/17/93 | Energy Advertising Light Bulbs
Presto Food Products, C3480 11/23/93 | 02/23/94 | Food Nutrition Liquid Nondairy
Inc. Advertising Creamer Products
Redmond Products, Inc. C3479 10/21/93 | 02/10/94 | Environmental Claims | Aerosol Hair Sprays
Advertising
Samick Music C3496 02/25/94 | 05/27/94 | Miscellaneous Piano Soundboards
Corporation Advertising Practices
Unocal Corporation C3493 12/23/93 | 04/28/94 | Energy Advertising Gasoline
Vein Clinics of America, | C3501 01/21/94 | 06/24/94 | Health & Safety Nonsurgical
Inc. Products or Services Treatment for
Advertising Varicose and Spider
Veins
White Castle System, C3477 10/12/93 | 01/06/94 | Environmental Claims | Fast Food Containers
Inc. Advertising
‘é\’ya“ '\;'t?r ketl' ng C3510 Book on Availability
orporation, Tnc. 04/26/94 | 07/27/94 | Infomercials of Government Grants
James R. Wyatt C3511 and Loans

CONSUMER PROTECTION = AJM Packaging Corporation; Abram Epstein
MISSION (DETAIL)

AJIM Packaging anditspresident, Abram Epstein, agreedto settle
allegationsthat they made fal se and unsubstantiated claimsthat their
Nature’ sOwn Green Label disposable paper platesare biodegradable
and recyclable. The consent order prohibits the respondents from
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representing that any product or package they sell offers any
environmental benefit unlessthey can substantiatetheclaim. Further,
the respondents are prohibited from misrepresenting that any paper
product or package is capable of being recycled or misrepresenting
the extent to which recycling collection programs for such products
are available.

American Institute of Habit Control, Inc.; Seven Present

The American Institute of Habit Control and its president, Steven
Present, agreed to settle allegations that they made false and
unsubstantiated claims in their advertisements about the success of
their smoking cessation and weight loss seminars. The consent order
prohibits the company and its president from making any
representation about the performance or efficacy of any smoking
cessation or weight loss program, unless they possess and rely upon
competent and reliable scientific evidence to substantiate the
representation.

America’s Favorite Chicken Company

America sFavorite Chicken, the parent company of the Church’s
and Popeye' sfast-food chains, agreed to settleallegationsthat it made
false and misleading claims about the recyclability of its food
containers. The consent order prohibits the company from
mi srepresenting the extent to which any product or packageiscapable
of being recycled or misrepresenting the extent to which recycling
collection programs are available for such products.

Amoco Foam Products Company; Amoco Chemical Company

Amoco Foam Productsanditsparent company, Amoco Chemical,
agreed to settle allegations that they made false and unsubstantiated
environmental claims for their foam polystyrene plates, cups, and
other food serviceproducts. Theconsent order prohibitsAmocofrom
misrepresenting the recyclability of their polystyrene food service
products or packaging material and from misrepresenting that
recycling collection programs for such products or packaging
materials are available.
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Archer Daniels Midland Company

Archer Daniels Midland Company (ADM) agreed to settle
allegations that it made unsubstantiated representations in network
televison commercials and promotional materials about the
biodegradability of plastic products containing its corn starch
additive. The consent order prohibitsthe company from making any
representations about the degradability of any ADM products or
plastic product additives when disposed of in landfills, or about any
environmental benefit offered by such products or additives, unless
they possess and rely upon competent and reliable evidence to
substantiate the representation.

Beverly Hills Weight Loss Clinics International, Inc.;
Doctors Medical Weight Loss Centers, Inc.;

Quick Weight Loss Centers, Inc. (Georgia);

Quick Weight Loss Centers, Inc. (Texas)

Four marketers of commercia diet programs agreed to settle
allegationsthat they made deceptiveweight | oss, wei ght mai ntenance,
and pricing claims. The consent orders prohibit the companiesfrom
misrepresenting the performance or safety of any diet program they
offer in the future. In addition, the consent orders prohibit the
companiesfrom making any claimsabout the effect of their programs
onweight | oss, weight loss maintenance, or rate of weight loss, unless
they possessand rely upon competent and reliabl e scientific evidence
to substantiate the claims.

Diet Center, Inc.; Nutri/System, Inc.;
Physicians Weight Loss Centers of America, Inc.

Three of the nation’ slargest commercial diet program companies
agreed to settle allegationsthat they engaged in deceptive advertising
by making unsubstantiated weight loss maintenance claims and by
using consumer testimonials without substantiation that the
testimonials represented the typical experience of dieters on the
programs. The consent orders prohibit the companies from making
any representations about the performance or safety of any weight
loss program they offer in the future, unless they possess and rely
upon competent and reliable scientific evidence to substantiate the
representations.
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Eggland’ s Best, Inc.

Eggland’ sBest agreed to settle allegationsthat itsadvertising and
promotional materials deceptively represented that Eggland’s eggs
will not increase consumers’ serum blood cholesterol and that they
are superior to regular eggs in this respect. The consent order
prohibits the company from misrepresenting the amount of nutrients
or other ingredients in its eggs or foods containing egg yolks. The
order requires Eggland’ s to have scientific substantiation to support
future health benefit claims for such foods and, for one year, to label
certain egg packages with a corrective notice stating that no studies
show its eggs are different from other eggs in their effect on serum
cholesterol.

El Portal Luggage, Inc.

El Portal agreed to settle allegations that it misrepresented that
foreign made articles were made in the United States. The consent
order prohibits ElI Portal from misrepresenting the identity of the
country of origin of any product it sells. The order also prohibitsthe
company from removing, atering, obliterating, or concealing any
country-of-origin designation attached to a product it receives or
offersfor sale.

G.C. Thorsen, Inc. d/b/a G.C. Electronics, Inc.; Texwipe Company

Two manufacturers of computer and office equipment care and
mai ntenance productsagreed to settleall egationsthat they madefal se
and misleading environmental claimsinthemarketing of their aerosol
cleaning products. The complaint alleged that the companies
marketed their products as ozone-safe or ozone-friendly, when the
products contained a known ozone-depl eting chemical. The consent
ordersprohibit the compani esfrom making representationsabout any
environmental benefit in using their products, unless the companies
possessand rely upon competent and reliable evidenceto substantiate
the claims.
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Gracewood Fruit Company

Gracewood agreed to settle allegations that it made
unsubstantiated claims about the health benefits of grapefruit and
about the results of various studies of the benefits of grapefruit
consumption. The consent order requires the company to have
reliable scientific evidence to back up future clams that eating
normal quantities of grapefruit provides avariety of health benefits,
including significantly reducing serum cholesterol and the risk of
stroke, heart attack, and several types of cancer.

Homespun Products, Inc.; New Mexico Custom Designs, Inc.;

Russell J. Osborn d/b/a The Hairbow Company and Rainbow
Productions, Inc.;

William E. Taylor and Susan L. Taylor d/b/a Sandcastle Creations

Four promotersof work-at-home busi nessopportunitiesagreed to
settle allegations that they misrepresented the weekly earnings that
consumers could expect to realize by assembling craft items for the
promoters. The consent orders prohibit the companies from making
any material misrepresentations regarding the earnings or profits of
participants in any work opportunity. In addition, the individual
respondents doing business as Sandcastle Creations agreed to pay
$25,000 for consumer redress.

Jockey International, Inc.

Jockey International agreed to settle allegations that it failed to
properly identify the country-of-origin and generic fiber names for
clothing in advertisements contained in magazines and mail order
catalogs. The consent order requires the company to disclose where
its clothing is made and to use the correct generic fiber name.

Keyes Fibre Company

Keyes Fibre Company, maker of Chinet disposable tableware,
agreed to settle allegations that it made false and unsubstantiated
environmental claimsfor itspaper plates. Theconsent order prohibits
the company from making unsubstantiated claimsthat its productsor
packages are degradable, biodegradable, or photo degradable, or that
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their degradability offersany environmental benefit when di sposed of
astrash and buried in a sanitary landfill.

LePage's, Inc.; Oak Hill Industries Corp.

Two companies agreed to settle allegations that they made false
and misleading claims about the environmental benefits of their
products. The consent orders prohibit the companies from
representing that their products offer any environmental benefit
unless they can substantiate the claims with competent and reliable
scientific evidence.

Lifestyle Fascination, Inc.; Smon Pantierer; Eli Zabare

LifestyleFascination and two of itsofficials, Simon Pantierer and
Eli Zabare, agreed to settle allegations that they made false and
unsubstantiated claims for five products marketed through their
catalog. Theconsent order prohibitstherespondentsfrom makingthe
alleged false clams. It aso prohibits them from making any
representations about the performance, safety, or efficacy of
consumer electric or electronic productsthey sell inthefuture, unless
they possessand rely upon competent and reliable scientific evidence
to substantiate the representation.

Lomas Mortgage U.SA., Inc.

Lomas agreed to settle alegationsthat it deceptively represented
the lock-ins it offered consumers on certain types of loans and that,
in some instances, it failed to lock in the interest rate or the number
of discount points at the level agreed to by consumers. The consent
order prohibits Lomas from misrepresenting the terms or nature of
lock-in agreementsiit offers consumersin the future and requires the
company to pay $300,000 in consumer redress.

MACE Security International, Inc.

MACE Security International and several other respondents
agreed to settle allegations that they exaggerated the ability of their
MACE formula to instantly stop assailants and that they failed to
disclose important limitations on the product’s effectiveness. The
consent order requiresthe respondentsto have competent andreliable
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evidence to support any claims about the efficacy or performance of
any chemical self-protection product they sell in the future.

Manzella Productions, Inc.; Anthony L. Manzella, Jr.

Manzella Productions and its owner, Anthony Manzella, Jr.,
agreed to settle allegationsthat they misrepresented that gloves made
in Chinawere madeinthe United States. The consent order prohibits
the respondents from misrepresenting the extent to which any gloves
or other apparel it sellsin the future are made in the United States or
any other country. The order also requires the respondents to pay
$7,500 to the U.S. Treasury.

Mia Rose Products, Inc.; Mia Rose Palencar

Mia Rose Products and a company officer, Mia Rose Palencar,
agreed to settle alegations that they made false and unsubstantiated
claims about Air Therapy and Pet Air air cleaning and freshening
sprays. The consent order prohibits the respondents from making
these claims in the future. In addition, the order prohibits the
respondents from making any unsubstantiated efficacy or
performance claims for any of their air cleaning, air freshening, or
insecticidal products.

Montgomery Ward & Company, Inc.; Macy’s Northeast, Inc.;
Sears, Roebuck & Company

Three companies agreed to settle allegations that they failed to
make the text of manufacturers consumer products warranties
availableto consumersprior to purchase, in violation of the Pre-Sale
Availability of Written Warranty Terms Rule. The consent orders
prohibit the companies from violating the Rule in the future.

Mr. Coffeg, Inc.

Mr. Coffee agreed to settle allegations that it made false and
unsubstantiated environmental claims for its coffee filters and
packaging. The consent order prohibits false or unsubstantiated
environmental claims about any paper product or package it markets
in the future, including claims concerning a new, chlorine-free
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manufacturing process and the recycled and recyclable claims
contained on the Mr. Coffee filters package.

Nissan Motor Corporation

Nissan agreed to settle allegations that it falsely represented to
consumersthat they could readily obtain $100if they bought aHonda
Accord or ToyotaCamary after test driving aStanza. Theallegations
concerned advertisements made in connection with the Nissan
Challenge promotion campaign. The consent order requires the
company to make certain disclosures in advertisements representing
that a person who test drives a Nissan vehicle can obtain a
promotional benefit, if significant restrictions prevent the personfrom
readily obtaining the benefit.

North American Plastics Corporation; Harold V. Engh, Jr.

North American Plasticsand acompany officer, Harold Engh, Jr.,
agreed to settle alegations that they made unsubstantiated
environmental claims for EnviroGard plastic trash bags, including
representations that, when disposed of in landfills, the bags break
down relatively quickly and offer asignificant environmental benefit
compared to other plastics bags. The consent order prohibits the
respondents from making any unsubstantiated representation
concerning theenvironmental benefit or degradability of any product.

Nu Sin International, Inc.; CIM, Inc.; CST Management, Inc.;
CK & C, Inc.; Clara McDermott; Craig Tillotson; Craig Bryson

Nu Skin International, three other companies, and three leading
distributors agreed to settle allegations that they falsely represented
the earnings potential of Nu Skin distributorsand that they madefalse
and unsubstantiated claimsfor abaldnesstreatment, awrinklelotion,
and aburn cream. The consent order requiresthe respondentsto pay
atotal of $1.225 million to the U.S. Treasury. In addition, the order
prohibits the respondents from making the specifically challenged
claims for the three products or substantially similar products and
requires them to have evidence to back up similar claims for any
product they market in the future. The consent order also contains
required disclosures in connection with future earnings claims.
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Numex Corporation; Gisela E. Flick; James L. McElhaney, M.D.

Numex Corporation and two of its officers, Gisela Flick and
James McElhaney, agreed to settle allegations that they made
numerousfal seor unsubstantiated claimsin aninfomercial promoting
Therapy Plus, ahandheld mechanical roller device that they claimed
would relieve various kinds of musculoskeletal pain, including the
pain of arthritis. The infomercial allegedly included a deceptive
expert endorsement and deceptive consumer testimonials. The
consent orders prohibit similar deceptive practices in the future and
require future health and pain-relief claims to be substantiated with
competent and reliable scientific evidence.

Orkin Exterminating Company, Inc.

Orkin agreed to settle allegations that it made unsubstantiated
advertising claims about the safety of the pesticides used in the
company’ sresidential lawn careservice programs. Theconsent order
prohibits the company from advertising that its pesticides are as safe
as some common household products or that they pose no significant
risk to human health or the environment, unless it possesses
competent scientific evidence to substantiate the claims.

Osram Sylvania, Inc.

Osram agreed to settle allegations that packages for Sylvania's
Energy Saver bulbs, while claiming cost-savings and environmental
benefits, falsely represent that the bulbs provide the same amount of
light as the ordinary, higher-wattage bulbs they are designed to
replace. Theconsent order prohibits Osram from misrepresenting the
relative light output or wattage of any light bulb it sellsin the future,
except for certain speciaty light bulbs. In addition, Osram must
clearly and prominently disclosethisfact to consumerswhen claimed
electricity cost-savings or environmental benefits are attributable to
the fact that the bulbs produce less light.

Presto Food Products, Inc.
Presto agreed to settle allegations that it made false and

misleading representations about the amount of total fat or saturated
fat in liquid nondairy creamer products. The consent order prohibits
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Presto from misrepresenting the amount of total fat, saturated fat, or
cholesterol in any milk product or nondairy milk substitute.

Redmond Products, Inc.

Redmond Products agreed to settle allegations that it made
deceptive and unsubstantiated environmental claims in the labeling
and advertising of its Aussie and New Zealand Paradise aerosol hair
sprays. The consent order prohibits the company from making
unsubstantiated representations, through the use of such terms as
“environmentally formulated,” that any product it sells containing
volatile organic compounds will not harm the atmosphere or the
environment. The order also prohibits Redmond from making
unsubstantiated representations about the environmental benefit of
cosmetic products it sellsin the future.

Samick Music Corporation

Samick Music agreed to settle allegations that it misrepresented
the wood content of the soundboards in pianos it sold through
retailersacrossthe country. Theconsent order prohibitsthe company
from misrepresenting the composition of its piano soundboardsor any
other piano parts in the future. The consent order also requires the
company to pay $266,000 to the U.S. Treasury.

Unocal Corporation; Union Oil Company of California;
Leo Burnett Company, Inc.

Unocal Corporation, Union Oil Company of California, andtheir
advertising agency, Leo Burnett Company, Inc., agreed to settle
allegations that they made unsubstantiated performance longevity
claimsin advertising for Unocal’ s 89 and 92 octane gasoline grades.
The consent order prohibits the respondents from making any claims
about the attributes or performance of any gasoline without having
competent and reliable scientific evidence to substantiate them and
reguiresacorrective statement to beinserted into every consumer bill.

Vein Clinics of America, Inc.; D. Brian McDonagh, M.D.

Vein Clinicsand acompany officer, D. Brian McDonagh, agreed
to settleallegationsthat they misrepresented therisks, recurrencerate,
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and exclusivity of Vein Clinics compression sclerotherapy, a
nonsurgical treatment for varicose and spider veins. The consent
order prohibitsthe company and its officer from misrepresenting the
likely recurrencerate for any venous disease following treatment and
from misrepresenting the newness, availability, safety, risks, or
potential side effects of any cosmetic or plastic surgery procedures.

White Castle System, Inc.

White Castle System agreed to settleallegationsthat it madefal se
and misleading recyclability claims on its fast food containers. The
consent order prohibitsthe company from misrepresenting the extent
to which paper products or packages are capable of being recycled or
the extent to which recycling collection programs are available for
such products.

Wyatt Marketing Corporation, Inc.; James R. Wyatt

Wyatt Marketing and JamesWYyatt agreed to settleall egationsthat
they made false claims about Wyatt’'s book on the availability of
government grants and loans, including that consumerswho used the
book could get an average of $87,500 in such loans or grants. The
challenged claims were made in an infomercial for the book, 101
Waysto Get Cash Fromthe Government. Theconsent ordersprohibit
Wyatt and his company from making future unsubstantiated claims
regarding, among other things, the availability of grants, loans, or
other benefits from any source for any purpose; the terms or
conditionsof getting government loansor grants, methodsfor starting
or operating abusiness; or whether abook containsinformation on a
particular subject.
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PRELIMINARY/PERMANENT INJUNCTIONS
COMPETITION MISSION

COMPETITION MISSION (SUMMARY)

Title Number AS;'toen Type of Matter Product or Service
Abbott Laboratories X920038 05/27/94 | Bid Rigging Infant Formula
Red Apple Companies, Inc. D09266 09/23/94 | Merger Supermarkets
Sisters of Charity Healthcare 9310125 01/31/94 | Merger Inpatient Acute-care
Systems, Inc. Hospital Services

COMPETITION MISSION

(DETAIL)

Abbott Laboratories

A 1992 administrative complaint alleged that Abbott
Laboratories, the largest U.S. manufacturer of infant formula,
communicated with its competitors in an effort to submit similar
types of bids to supply formula to Puerto Rico under the U.S.
Government's funded Special Supplemental Food Program for
Women, Infantsand Children (WIC). TheU.S. District Court for the
District of Columbia found that, although Abbott Laboratories
submitted a plausible explanation for its second round bid strategy,
the submission of three noncompetitive second round bids is
guestionable and raises the possibility of acollusive bidding pattern.
The judge dismissed the complaint and ruled that the Commission
falled to prove that Abbott was acting in collusion with its
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competitors. Thejudge commented that, while the Commission was
not ableto sustain its case against Abbott, "thereislittledoubt in this
court's view that violative conduct occurred.” The court also praised
the Commission for bringing the caseand for obtai ning therestitution
that was received from Mead Johnson & Company and American
Home Products. The Commission determined not to appeal the
decision.

Red Apple Companies, Inc.

The Commission authorized staff to fileapreliminary injunction
in federal district court to block Rite Aid Corporation’s proposed
acquisition of certain Sloan’s Supermarkets, Inc. and Red Apple
Companies, Inc. supermarkets located in Manhattan, New Y ork.
These same stores were already involved in an ongoing Commission
administrative proceeding. The Commission had earlier issued an
administrative complaint challenging the acquisition of certain
Sloan’ s supermarkets by Red Apple Companies, Inc. (D-9266). The
requested relief described in the Notice of Contemplated Relief
attached to the complaint identified certain Sloan’s stores to be
divested. After issuance of the complaint, staff learned that the
respondents were planning to sell some of the supermarketslisted in
the Notice of Contemplated Relief to Rite Aid Corporation, who
planned to convert these supermarkets into retail drug stores. The
Commission authorized staff to file a preliminary injunction in
federal district court to block the sale of these stores. Thisisthefirst
time the Commission authorized staff to seek injunctive relief to
prevent the shut down and sale of assets that were potential
candidates for divestiture under the Notice of Contemplated Relief
portion of an administrative complaint.

Ssters of Charity Healthcare Systems, Inc.

The Commission authorized staff to seek apreliminary injunction
in federal district court to block Sisters of Charity’s proposed
acquisition of Parkview Episcopal Medical Center. The Commission
alleged that the acquisition would substantially reduce competition
and tend to create a monopoly by combining the only two genera
acute-care hospitals in Pueblo County, Colorado. The parties
abandoned the transaction before the case was filed in court.
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PRELIMINARY AND PERMANENT INJUNCTIONS
CONSUMER PROTECTION MISSION

CONSUMER PROTECTION MISSION (SUMMARY)

Action

Title Number D Type of Matter Product or Service
ate

AAA Quality Electric, Inc. X940040 03/17/94 | Miscellaneous Electrical Repair Company
Advertising Practices

Anthony J. Prall X910073 02/22/94 | Alcohol & Tobacco | Breathalyser Device
Advertising

Barry L. Freedman (Wolf

Group)

Donald Ira Pinansky (Wolf

Group)

Gerald A. Newmann (Wolf Business _ _

Group) X940029 | 09/12/94 | Opportunities Vending Machines Sold as

Business Opportunities

James M. Hayes (Wolf Group) Investment Fraud

John C. Daley (Wolf Group)

Joseph Leonardo (Wolf Group)

Sandy P. Klein (Wolf Group)

Barry and Sarah Gross X870011 08/04/94 | Advertising Claims Land
(Southwest Sunsites)
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Corporation

Prizes Telemarketing

Title Number Aggt(;n Type of Matter Product or Service
The Baylis Company, Inc. X940022 01/10/94 | Publishing, Alcohol Abuse Prevention
Telemarketing Fraud, | Program
and Advertising
Claims
Bill Whitely (American X920030 12/23/93 | Lottery Application | Wireless Cable Television
Microtel) Filing Svcs. Lottery
Investment Fraud
Brian Corzine X940076 09/12/94 | Credit Service Fraud | Credit Repair Program on
(Chase Consulting) an On-line Computer
Service
Car Checkers of America, Inc. X930019 11/16/93 | Franchise Rule Mobile Auto Inspection
Services
Chase-Blade, Inc. and Blade X940026 03/23/94 | Health & Safety Pinhole Eyeglasses
Thomas Products or Services
(LaserVision) Advertising
Christopher Puma d/b/a X940075 08/23/94 | Credit Services Advance Fee Loans
Southland Consultants Fraud
Communidyne, Inc. X940002 07/12/94 | Franchise Rule Coin Operated
Breathalyzer Devices
Comtel Data Systems, Inc. X940046 04/12/94 | Franchise Rule Public Fax Machines and
Display Rack
Opportunities
Dahlonega Mint d/b/a X940037 04/11/94 | Advertising Claims Collectable Coins
Chattanooga Coin Co.
Delta Financia Services, Inc. X920049 09/30/94 | Credit Services and Unsecured Loans
“900” Number Rule
Digital Communications, Inc. X940017 11/03/93 | Telemarketing Mobile Radio Systems
Durand Keith Demlow
(Earthbound) Health & Safety
X940001 09/09/94 | Products or Services ?E; AFEC’ ?:nd HIV
Lifeline, Inc. & Robert Danek Advertising reatment or .ure
(Earthbound)
Electronic Clearing House, Inc. | X940035 01/04/94 | Awards & “Freg” Prize-promotion
Prizes Telemarketing | Telemarketing
Gem Merchandising X940058 05/17/94 | Awards & “Freg” Medical Alert Systems

Marketing
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Investment Fraud

Title Number Aggt(;n Type of Matter Product or Service
Henry Ginsberg (Academic X920073 11/10/93 | Business Licensesto Sell College
Guidance Services) Opportunities Financial-aid Information
Investment Fraud to Students
Heritage Publishing Company X940057 06/27/94 | Charitable Donations to Nonprofit
Solicitation Entities
Telemarketing
Hillary’s Gourmet Ice Cream, X940047 04/26/94 | Franchise Rule Gourmet Ice Cream Parlor
Inc.
International Assets Trading X920075 11/22/93 | Gemstones Gemstone Appraisal
Company, Inc. Investment Fraud Services
International Computer X940071 08/17/94 | Franchise Rule Computer Software
Concepts, Inc. Display Rack Business
James Norman Wells X900059 02/11/94 Diet Programs & _
Products Advertising Diet Program
Dorothy S. Wells X900059 08/24/94
Main Distribution Center, Inc. X940060 07/05/94 | Telemarketing and Photocopier Toner and
Advertising Claims | Other Office Supplies
Marketing Twenty-One, Inc. X940064 07/13/94 | Charitable Donations to Nonprofit
d/b/a Genesis Enterprises Solicitation Entities
Telemarketing
Megatrend X940016 11/05/93 | Franchise Rule Cordless, Coinless
Telecommunications, Inc. Telephone
National Dietary Research, Inc. X940020 11/09/93 | Diet Products and Weight Loss Product
Advertising
Tsjtural Vision International, X940031 10/20/93 Health & Safety
' Products or Services | Pinhole Eyeglasses
John App X940030 | 10/19/93 |Advertising
NCH, Inc. d/b/a National X940023 02/14/94 | Charitable Solicit Funds by Telephone
Clearing House, Inc. Solicitation for a Charitable
Telemarketing Organization
Pase Corporation X940059 06/13/94 | Business Work-at-home Business
Opportunities Opportunity
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Title Number Aggt(;n Type of Matter Product or Service
Publishing Clearing House, Inc. | X940063 07/13/94 | Charitable Solicit Funds by Telephone
Solicitation for a Charitable
Telemarketing Organization
Renaissance Fine Arts, Ltd. X940048 01/27/94 | Art Investment Fraud | Art Auction Firm
Salsa' s Franchise Devel opment X940053 05/09/94 | Franchise Rule Various Restaurant
Corporation Franchises
Scott Wilcox X940011 10/25/93 | Awards & “Free” Direct-mail Promotions
Prizes Telemarketing
Silueta Distributors, Inc. X940010 11/22/93 | Diet Products Cellulite Treatment
Advertising (in
Spanish)
SMI/USA, Inc. X940003 10/22/93 | Franchise Rule Self-improvement Courses,
Tapes, and Other Products
Southeast Necessities Co., Inc. X940075 09/07/94 | Franchise Rule Display Racks Featuring
d/b/aDr.’s Choice Diet Products as Business
Opportunity
Telefunders for the Gleaners X940028 03/01/94 | Charitable Solicit Funds for Teenage
Solicitation Drug and Alcohol
Telemarketing Rehabilitation Programs
and Food Banks
Thomas A. Peltier (Interactive X910024 02/25/94 | Credit Card & Credit | Credit Services Marketing
Communications Assets) Svcs Fraud
Turcal, Inc. d/b/aProMatch X940027 03/03/94 | Redl Estate Timeshare Resale Services
Advertising Network Advertising Practices
United Holdings Group, Inc. X940043 04/06/94 | Charitable Prize-promotion
Solicitation Techniques to Induce
Telemarketing Consumers to Donate
Money
William F. Lawler (Hawthorne X940018 11/20/93 | Infomercials Computer-based
Communications, Inc.) Consulting Business
Winner’s Circle of Chicago, Inc. | X910040 02/04/94 | Awards & “Freg” Memberships in Camping,
Prizes Telemarketing | Resort and Buying Clubs
Wolf Group X940029 03/03/94 | Business Vending Machines Sold as
Opportunities Business Opportunities

Investment Fraud
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Title

Number Aézt%n Type of Matter Product or Service

Worldwide Credit, Inc.

X930007 07/06/94 | Credit Card & Credit | Advance Fee Loans
Svcs Fraud

CONSUMER PROTECTION
MISSION (DETAIL)

AAA Quality Electric, Inc.; All County Management Services, Inc.

The Commission alleged that AAA Quality Electric and several
other companies operating under the umbrella of All County
Management Services sold unnecessary electrica repairs to
consumers and charged their credit cards without authorization,
includingdoublebillingfor servicecalls. The Commissionisseeking
a permanent injunction and redress for consumers.

Anthony J. Prall; Patriot Alcohol Testers, Inc.;
Patriot Industries, Inc.

Anthony Prall, owner of Patriot Alcohol Testers and Patriot
Industries was charged with three counts of criminal contempt for
allegedly violating a court order which prohibited making deceptive
claims about the Patriot 5000, a coin-operated blood acohol
breathalyser. The allegations stem from a1991 Commission casein
which defendants were aleged to have misrepresented the
profitability of the Patriot 5000 device and its accuracy in measuring
intoxication.

Barry L. Freedman; Donald Ira Pinansky; Gerald A. Newmann;
James M. Hayes; John C. Daley; Joseph Leonordo; Sandy P. Klein

The Commission obtained a settlement with seven individuals,
collectively calledtheWolf Group andled by Marvin Wolf, regarding
alegations that they were involved in a deceptive scheme to sell
vending machinesasbusinessopportunities. Thesettlement prohibits
the defendants from making any future misrepresentations in
connection with marketing franchises or business opportunitiesor in
connection with any telemarketing activities.

Barry Gross, Sarah Gross

The Commission is seeking payment of consumer redress,
required by a 1990 court order, from Barry and Sarah Gross, trustees
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of the Sydney and Sarah Gross Trust. Consumer redress in the
amount of $2.5 millionisrequired in conjunction with the settlement
with Southwest Sunsites, Inc. The payments were unconditionally
guaranteed by the Sydney and Sarah Gross Trust. The defendants
made payments totaling over $1 million to the fund, however
$965,500 remains unpaid. The Commission asked the court to order
the trustees to pay all sums owed under the redress agreement plan.

Baylis Company, Inc., The

The Commission alleged that Baylis and three individua
defendants deceptively solicited advertising for apurported drug and
alcohol abuse prevention program called Health Watch and Health
Watch Prevention Services. Baylisallegedly solicited magazine ads
from small businessesin 22 states, enticing them to pay as much as
$1,595 each for ads by falsely representing that Baylisis a nonprofit
organization and that it spends a substantial portion of itsadvertising
proceeds to support substance abuse programs in schools in the
advertisers communities. The Commission is seeking a permanent
injunction and redress for the small businesses allegedly victimized
by the defendants.

Bill Whitely

The Commission obtained a settlement with Bill Whitely, a
defendant in the case against American Microtel, regarding an
allegedly deceptive scheme to sell application services for afedera
lottery to award licenses to operate wireless cable systems. The
settlement permanently bans Whitely from offering consumers any
application preparation or filing servicesfor any federal lottery or any
investment involving an FCC license.

Brian Corzne d/b/a/ Chase Consulting

A court froze the assets of Brian Corzine and issued an order
temporarily halting him from making false claims in the course of
promoting his $99 credit repair program on America On-line. The
program allegedly advises consumersto takeillegal stepsin order to
repair their credit records, while representing that it is 100% legal.
This is the Commission’s first case targeting advertising on the
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information superhighway. The Commission isseeking apermanent
injunction and redress for consumers.

Car Checkers of America, Inc.

The Commission obtained a settlement with Car Checkers, a
franchisor of mobile auto inspection services, to settle alegations it
deceived franchisees into purchasing the franchise by making false
claims, using company official sto poseas successful franchisees, and
falsely representing other aspects of operating a Car Checkers
franchise. The settlement prohibits Car Checkers and its officers
from making any fal seor misleading representationsasto the success,
expected profit, or volume of business of any franchise or business
venture they may offer in the future.

Chase-Blade, Inc.; Blade Thomas

The Commission obtained a settlement with Chase-Blade, Inc.
and an officer, Blade Thomas, to settle allegations that they falsely
represented their pinhole glasses could correct vision disorders and
permanently cure a wide range of vision deficiencies, including
farsightedness, nearsightedness, and astigmatism. The settlement
prohibits the defendants from making future fal se claims or engaging
in the specific challenged practices.

Christopher Puma d/b/a Southland Consultants; Jeanette Puma

A court issued atemporary restraining order and an asset freeze
against Christopher Puma, doing business as Southland Consultants,
and Jeanette Puma. The Commission alleged that the defendants
falsely represented to consumers that they would receive loans upon
payment of an advance fee and misrepresented the company’ srefund
policy. The Commission is seeking a permanent injunction and
consumer redress.

Communidyne, Inc.; Roger Gerber
The Commission obtained a settlement with Communidyne, a
firm marketing franchises for coin operated alcohol breathalyzersto

bars, and its principal, Roger Gerber, to settle allegations that they
made false and misleading representations to sell their product as
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businessopportunitiesto distributorsand that they violated provisions
of the Franchise Rule by failing to make important, prepurchase
disclosures. The settlement prohibits future misrepresentations and
requires disclosures consistent with the Franchise Rule.

Comtel Data Systems, Inc.

A court froze the assets of Comtel and severa other defendants
and temporarily halted an allegedly deceptive nationwide scheme to
sell public fax machine and display rack business opportunities. The
Commission aleged that the defendants engaged in a variety of
deceptive practices to entice consumers to invest from $10,000 to
nearly $70,000 each. The Commission is seeking a permanent
injunction and redressfor purchasers of Comtel’ s business ventures.

Dahlonega Mint d/b/a Chattanooga Coin Co.; Lewis Revels

TheCommission alleged that Chattanooga promoted coinsissued
by the Hutt River Provincein Australiaas official coinsissued by the
authority of a government, when the coins were actually privately
minted commemorative tokenswith no legally established monetary
value. The Hutt River Provinceisa private farming property within
Australia and not a government authorized to issue coins. The
Commission asked the court to permanently prohibit Chattanoogaand
itspresident, LewisRevels, from making these or any other deceptive
claims in connection with the future marketing of collectible items
and to order redress for consumers who purchased the Hutt River
tokens.

Delta Financial Services, Inc.; Lee Larson Elmore;
Delta American Financial Services Corporation

The Commission obtained a settlement with Delta Financia
Services, its principal Lee Larson Elmore, and a related company,
Delta American Financial Services Corporation, settling allegations
that they ran a deceptive “900” number loan brokering service. The
defendants agreed not to falsely represent that they can routinely
obtain unsecured loans for consumers with poor credit historiesor to
make any other deceptive credit-related claimsin the future.
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Digital Communications, Inc.

A court frozetheassetsof Digital Communicationsand nine other
defendants and temporarily halted their allegedly deceptive practices
involving the telemarketing of genera partnership investments in
specialized mobile radio networks. The Commission alleged that
prospectiveinvestorspaid approximately $8,000 per partnership unit
based, in part, on the defendants false representations that the
investment was a low risk, highly profitable venture. The
Commissionisseeking apermanent i njunction and consumer redress.

Durand Keith Demlow; Lifeling, Inc.; Robert Danek

The Commission obtai ned two separate settlements with Durand
Demlow and with Lifeline and its president, Robert Danek, to settle
alegations that they made false claims in connection with the
promotion of a phony AIDS cure sold under the names Imuno-Flex
and Natur-Earth. The settlements permanently prohibit the
respondents from, among other things, making any false or
mi sl eading representations about the safety or efficacy of the product
or any other food or drug.

Electronic Clearing House, Inc.

The Commission obtained a settlement with Electronic Clearing
House to settle allegations that it aided and abetted deceptive prize
promotion telemarketers by continuing to process their credit card
salesevenwhenit knew, or should have known, about their deceptive
salespractices. The settlement prohibitsthe company from assisting
any prize promotion telemarketer, requires it to conduct monthly
investigations of each telemarketer with whom it does business and
whose credit card transactions total $30,000 or more per month, and
requires it to terminate any telemarketers who are engaging in
fraudulent, deceptive, or unfair practices.

Gem Merchandising Corporation; Summit Medi-Alert, Inc.;
Sarcrest Services, Inc.; Willie E. Lennon; Alexander S Estfan;
Chantal Azanga

The Commission alleged that Gem Merchandising, two other
telemarketers, and their principal officers and managers made

80



Preliminary/Per manent | njunctions Appendix

numerous false representations in a prize promotion scheme. The
Commission alleged that consumers were promised a $10,000
cashier’s check, vacations, or other prizesif they agreed to purchase
amedical aert system or other merchandise at prices ranging from
$598 to $1,000. In amost al cases, consumers received only a
vacation voucher containing a number of conditions that rendered it
virtually impossibleto use. The Commission isseeking apermanent
injunction and consumer redress.

Henry Ginsberg

The Commission obtained a settlement with Henry Ginsberg in
connection with its case against Academic Guidance Services. The
Commission alleged that Ginsberg made numerous
misrepresentations in the marketing of licenses to sell scholarship
search information. The settlement bars Ginsberg from
mi srepresenting material factsabout any businessopportunity hesells
in the future.

Heritage Publishing Company

Heritage Publishing, a for-profit corporation, agreed to settle
allegationsthat it made numerousfal se representationsin connection
with its charitable solicitations and collections. The Commission
alleged that Heritage misrepresented the percentage of consumers
donations that go to nonprofit entities and falsely represented that
funds would be earmarked for activities in the donors' own areas.
Thesettlement permanently prohibitsHeritagefrom making theseand
other false representations in fundraising activity in the future;
requires Heritage to disclose the percentage of collected fundsthat it
turned over to charity in the past, when resoliciting certain former
contributors; and requires the company to pay $200,000 to the U.S.
Treasury.

Hillary's Gourmet Ice Cream, Inc.; Hillary’s Services, Inc.

The Commission obtained a settlement with Hillary’s Services,
its parent company, Hillary’s Gourmet Ice Cream, and other
defendants to settle allegations that they violated the Franchise Rule
by making earnings claims to potential franchise buyers without
providing the required documents to support the claims, failing to
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refund franchise fees as promised, and failing to give a required
disclosure statement to potential franchise buyers at least 10 days
prior to their purchase. The settlement prohibits future violations of
the Franchise Rule.

International Assets Trading Company, Inc.

The Commission obtained asettlement with International Assets,
an investment telemarketer, to settle allegations that it falsely
represented the market value and risks of its gemstone investments.
The settlement prohibits similar deceptive conduct in the future and
requires, in any future marketing of gemstone investments, that the
company make certain disclosures to inform consumers of the risks
involved.

International Computer Concepts, Inc.; Helen Schumaker;
Lawrence Schumaker

A court froze the assets of International Computer Concepts, a
franchiser of computer software display rack businesses, and
temporarily barredit from engaginginavariety of allegedly deceptive
activities. The Commission alleged that the company and its
principals, Lawrence and Helen Schumaker, misrepresented the
potential earnings of franchise buyers and violated the Franchise
Rule. The Commission is seeking redress for franchisees and
permanent prohibitions against similar misrepresentations and
Franchise Rule violations.

James Norman Wells; Dorthy S. Wells

James Wellswas arrested by federal authoritiesand charged with
criminal contempt in connection with the Commission’ s caseagainst
Pacific Medical Clinics. Wellsallegedly transferred, or directed the
transfer of, assetsin violation of a court-ordered asset freeze issued
at the request of the Commission in 1990. Dorthy Wells, hisformer
wife and officer of various corporations he controlled, was aso
arrested for her alleged participation in one of these transactions.
Both defendants face prison sentencesif held in criminal contempt.
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Main Distribution Center, Inc.; Corporate Business Products, Inc.;
Authorized Distribution Center, Inc.

A court froze the assets and temporarily halted the allegedly
deceptive office supply sales practices of Main Distribution Center,
Corporate Business Products, Authorized Distribution Center, and
four officers of the companies. The Commission alleged that the
defendants deceived consumers into purchasing office supplies by
making false and misleading statements about the prices of the
supplies they sold and the companies they represented. The
Commission is seeking a permanent injunction and redress for
consumers.

Marketing Twenty-One, Inc. d/b/a Genesis Enterprises;
Markos Mensoza

A court temporarily halted the activities of Marketing Twenty-
One, agroup of LasVegastelefunders, that were soliciting donations
on behalf of charities. The Commission alleged that the defendants
deceptively offered highly valuable prizesto consumersin return for
tax deductible donationsto the designated charity. The Commission
further aleged that the consumersdid not receive the promised prizes
and that the donations were not tax deductible. The Commission
asked the court to permanently halt the allegedly fraudul ent practices,
to freeze the assets of the defendantsto preserve fundsfor consumer
redress, and to appoint areceiver to take control of the company.

Megatrend Telecommunications, Inc.; Alan D. Wittstein

The Commission alleged that Megatrend Telecommunications
and its president, Alan Wittstein, made false representations to
potential buyers of their TableMate system franchise. TableMateis
a cordless, coinless telephone designed to be used in restaurants,
bowling alleys, and similar locations. The defendants allegedly
misrepresented the ease with which franchise owners could find
TableMate system buyers, failed to provide prospective franchise
buyers with the required basic disclosure and earnings-claims
documents, and viol ated the Franchise Rule. The Commission asked
the court to prohibit Megatrend and Wittstein from making the
mi srepresentations described in the complaint and from violating the
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Franchise Ruleinthefuture. Inaddition, the Commissionisseeking
civil penalties from the defendants and redress for consumers.

National Dietary Research, Inc.

The Commission is seeking a preliminary injunction to halt
National Dietary’ salleged deceptive claimsfor aweight loss product
while their case is being litigated. The Commission issued an
administrative complaint alleging that National Dietary made
deceptive and unsubstantiated claims for a purported weight loss
product, Food Source One, and a purported cholesterol reducing
product, Vancol 5000. The Commission further alleged that the
company misrepresented that it is a bonafide, independent research
organization and that certain of its newspaper advertisements were
news stories.

Natural Vision International, Ltd.; John App;
Larry Lindwall; Robert Bonk

The Commission obtained a settlement with Natural Vision
International and two of itsofficers, Larry Lindwall and Robert Bonk,
and a separate settlement with John App, a shareholder in Natural
Vision, to settle allegations that they made fal se and unsubstantiated
representations that their pinhole eyeglasses are an adequate
substitute for sunglasses. The settlements prohibit the respondents
from making the chalenged representations in the future and
permanently prohibit them from making any representation about the
benefits or performance of any medical device or vision-related
program, unless they can substantiate the representation with
competent and reliable scientific evidence.

NCH, Inc. d/b/a National Clearing House, Inc.;
Robin McLaurin; James H. Hart

The Commission alleged that NCH and two officers, Robin
McLaurin and James Hart, misrepresented that consumers would
receive specificvaluableprizesin exchangefor making acontribution
to a charitable organization named Operation Life. In addition, the
Commission further alleged that NCH had misrepresented the
charitableactivitiesin which Operation Lifeisengaged. Thiswasthe
Commission’s first enforcement action against a telefunder using
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deceptive prize promotions. The Commission isseeking apermanent
injunction and an order to freeze the defendants’ assets to preserve
funds for consumer redress.

Pase Corporation; Robert J. Febre; Melody Culver; Efraim Arenas

The Commission aleged that Pase and its principals, Robert
Febre, Melody Culver, and Efraim Arenas, falsely represented that
consumers investing in their work-at-home programs could
reasonably expect to earn specified sums of money by performing
certain minimal tasks. The Commission further alleged that the
defendantsused deceptive advertisementsand mailingsin connection
with fiveof their work-at-home busi ness opportunitiesand with three
programs that purported to offer grants, loans, and credit cards to
consumers. The Commission is seeking a permanent injunction, an
asset freezeto preservefundsfor consumer redress, and apreliminary
injunction to halt the practices pending trial.

Publishing Clearing House, Inc.

A court temporarily halted the allegedly fraudulent activities of
Publishing Clearing House, a group of Las Vegas telefunders that
were soliciting donations on behalf of charities. The Commission
alleged that the defendant deceptively offered highly valuable prizes
to consumers in return for tax deductible donations to a designated
charity. The Commission further alleged that consumers did not
receive the promised prizes and that the donations were not tax
deductible. The Commission asked the court to permanently halt the
allegedly fraudulent practices, to freeze the assets of the defendant to
preserve fundsfor consumer redress, and to appoint areceiver to take
control of the company.

Renaissance Fine Arts, Ltd.; Cornell Gabos

The Commission alleged that Renaissance Fine Arts, acompany
that conducts art auctions and sales in major cities throughout the
United States, and its owner, Cornell Gabos, misrepresented the
authenticity and value of the prints they sold to consumers. The
Commissionisseeking apermanent injunction and consumer redress.
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Salsa’ s Franchise Devel opment Corporation;

Pizza Chef Devel opment Cor por ation; Risque Apparel Corporation;
Brantany Development Corporation; Brantany Industries, Inc.;
Preferred Restaurants, Inc.; Richard L. Levinger; RichardL. Kerns;
Ward H. Kerr; Michael A. Ruby

TheCommissionallegedthat Salsa’ sFranchise Devel opment and
several related companies and individuals deceptively marketed
franchisesfor variousrestaurants and two apparel -rel ated businesses.
The Commission further alleged that certain defendants
misrepresented the earnings potential of franchisees and the costs of
establishing and operating the businessesand failed tofulfill promises
to refund franchise fees. The Commission is seeking a permanent
injunction and consumer redress.

Scott Wilcox; Linda Wilcox; Direct Response, Inc.

A court froze the assets of Scott and Linda Wilcox and their
company, Direct Response, and issued an order temporarily barring
the defendants from engaging in a variety of deceptive cash and
award direct mail promotions. The Commission alleged that the
defendants' promotions were designed to get consumers nationwide
to send money in order to receive the cash or awards. The
Commission is seeking a permanent injunction and redress for
consumers.

Slueta Distributors, Inc.; Sanley Klavir

A court issued a temporary restraining order against Silueta
Distributors and its president, Stanley Klavir. The Commission
alleged that therespondentsfal sely claimed that their SistemaSilueta,
whichwasadvertised through Spanish language commercial's, would
break down and reduce cellulite or fat. The Commission asked the
court to prohibit the defendants from making similar false claimsfor
any food, drug, or cosmetic in the future and to order redress for
injured consumers.
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SMI/USA, Inc.; Paul J. Meyer; Charles G. Williams;
James L. Srbasku; William Gar ner

The Commission alleged that SMI/USA, a company that sells
franchises for self-improvement courses, tapes, and other products,
violated a 1970 Commission order by misrepresenting to potential
franchisees the ease of selling SMI products and the income they
could expect to earn and by failing to provide certain statistical
information to prospective franchisees at the times required by the
order. The Commission further alleged that the defendants violated
the Franchise Rule. The Commission asked the court to order
SMI/USA, Paul Meyer, Charles Williams, James Sirbasku, and
William Garner to pay redress to consumers and civil penalties for
each violation and to prohibit them from violating the 1970 order and
the Franchise Rule in the future.

Southeast Necessities Co., Inc. d/b/a Dr.’s Choice

A court frozetheassetsof two individual sand two companiesand
temporarily barred the defendants from engaging in a variety of
deceptive practices. The defendants engaged in the practices, which
included using phony references, as part of a nationwide scheme to
sell distributorshipsfor display racksfeaturing diet and other products
as business opportunities. The Commission is seeking a permanent
injunction and redress for purchasers of their business ventures.

Telefunders for the Gleaners

A court issued an order temporarily barring deceptive practices
and freezing the assets of 24 defendants collectively called
Telefunders for the Gleaners. The Commission alleged that the
defendants participated in a telefunding scheme in which they
deceptively claimed that consumerswould receive valuable prizesin
return for donations to a designated charity and misrepresented the
charitable activities consumers donations would support. Funds
were allegedly solicited for teenage drug and alcohol rehabilitation
programs purportedly runby AWARE and for food banks purportedly
run in consumers: communities by The Gleaners, alLasVegas based
food bank. The Commission is seeking a permanent injunction and
consumer redress.
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Thomas A. Peltier; Peltier Enterprises, Inc.

Thomas Peltier and Peltier Enterprisesagreed to settleallegations
concerning their rolein the allegedly deceptive use of “900” number
telephonelinesto market credit services. Thesettlement prohibitsthe
defendants from misrepresenting the nature of any credit card or
credit-related service and requires them to pay $35,000 to the U.S.
Treasury. In addition, the defendants are required to ensure that
clients to whom they provide “900” services are not making
misrepresentations to callers.

Turcal, Inc. d/b/a ProMatch Advertising Network; Michael Cevatli;
Glenn Kennedy

A court issued atemporary restraining order and asset freeze and
appointed areceiver to manage the financial affairs of Turcal. The
Commission aleged that the company and two of its officers,
Michael Cevatli and Glenn Kennedy, made numerous
misrepresentations in the telemarketing of their timeshare resale
services. The Commission alleged that, for an advance fee of $190
to $375, the defendants fal sely promised to match timeshare owners
who wanted to sell their timeshares with prospective buyers. The
Commission is seeking a permanent injunction to prohibit the
defendantsfrom engaging in similar deceptive practicesin the future
in the advertising and sale of their timeshare resale services.

United Holdings Group, Inc.; John J. Roberts; Christopher L. Vener

A court issued atemporary restraining order and an asset freeze
against United Holdings Group and two company officers, John
Roberts and Christopher Vener. The Commission alleged that the
defendants used misleading telemarketing and prize promotion
techniquesto induce consumers nationwide to donate $700 to $1,500
to support a charity. The Commission is seeking a permanent
injunction and consumer redress.

William F. Lawler
The Commission obtained a settlement with William Lawler, an

officer of Tronsoft, Inc., to settle allegations that he used deceptive
testimonial sand other meansto represent that those who buy Tronsoft
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products will typically earn substantial incomes by operating
businesses out of their homes. The settlement prohibits future
violations of the Franchise Rule and deceptive practices similar to
those challenged.

Winner’s Circle of Chicago, Inc.; William H. Bailey

The Commission alleged that Winner's Circle and its principal,
William Bailey, agreed to send video cassetterecordersworth at | east
$189 each, to approximately 47 consumers who attended a 1992
company sales presentation for a resort membership. The
Commission further alleged that Winner's Circle was in civil
contempt of a 1991 settlement with the Commission resolving
allegationsin connection with similar campaignsrun by the company
in the past.

Wolf Group

A court frozethe assetsand i ssued an order temporarily halting an
allegedly deceptive vending machine business opportunity scheme,
led by Marvin Wolf and involving at least 30 corporations and 16
individuals. Since the Commission filed the complaint in court,
several defendantshave settled; however, litigation continues against
theremainingindividual and corporate defendants. The Commission
is seeking permanent injunctions and consumer redress.

Worldwide Credit, Inc.; Carey E. Benzenberg

The Commission obtained a settlement with Worldwide Credit
and itspresident, Carey Benzenberg, prohibiting the defendantsfrom
misrepresenting the availability of consumer loans and any material
terms or conditions under which loans will be granted in the future.
The complaint alleged that the defendants falsely represented to
consumers that they would receive loans upon payment of a $250
advance fee and misrepresented the company’ s refund policy.
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CIVIL PENALTY ACTIONS
COMPETITION MISSION

COMPETITION MISSION (SUMMARY)

Title Number Alé:;ltc;n Type of Matter Product or Service
Pennzoil Company 9010154 | 08/12/94 | HSR Crude Petroleum and
Natural Gas
Rubus Development Corporation | C3224 12/14/93 | Merger Supermarkets

COMPETITION MISSION Pennzoil Company
(DETAIL)

Pennzoil agreed to pay $2.6 million in civil penalties to settle
allegations that it acquired more than $15 million in Chevron
Corporation voting securities in violation of the notification and
waiting period requirements under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976. According to the complaint, Pennzoil
claimed that Chevron’s stock was being acquired under the “solely
for the purpose of investment” exemption, but Pennzoil’s senior
management, anticipating membership on Chevron's Board of
Directors, participatedintheformulation of Chevron’ sbasic business
decisions.

Rubus Devel opment Corporation

Rubus agreed to pay $400,000 in civil pendties to settle
allegationsthat it violated several provisionsof a1988 consent order.
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The order required, among other things, the divestiture of 12
supermarkets in New Mexico and Texas within nine months.
According to the complaint, filed in U.S. District Court for the
District of Columbia, Rubus, formerly known as Supermarket
Development Corporation, and its successor, Furr’s Supermarkets,
Inc., failed to maintain the marketability and the physical condition
of six grocery stores prior to divestiture, exercised unauthorized
control over grocery stores that they were required to manage
independently pending divestiture, and acquired grocery stores
without obtaining prior Commission approval. The judgment
requires the $400,000 civil penalty to be paid to the United States
Treasury Department in threeinstallments. $150,000 was paid when
the court approved the settlement, and the remainder is scheduled to
be paid in two subsequent installments of $125,000 each.

91



Federal Trade Commission

CONSUMER PROTECTION MISSION (SUMMARY)

CIVIL PENALTY ACTIONS
CONSUMER PROTECTION MISSION

Inc.

Title Number Aggtc;n Type of Matter Product or Service
Advance Watch Company, Ltd. X940066 | 07/18/94 | Mail\Telephone Retailer of Consumer
d/b/aVaue-by-Mail Order Rule Goods
Agway Petroleum Corporation X940007 | 10/08/93 | OctaneRule Gasoline Sales
American Sports Collectibles X940012 | 10/01/93
ﬁ’::St of Baseball and All Sports, X940013 | 10/26/93 Mail\Telephone Baseball Cards and Other
) Order Rule Sports-related Merchandise
Steve Myland d/b/a Steve Myland | X940014 | 11/03/93
Enterprises
Asics Tiger Corporation X940074 | 04/2294 | Hedlth & Safety Athletic Shoes
Products or Services
Advertising
Bally’sHealth & Tennis X940050 | 04/18/94 | Unfair Debt Health Club
Corporation Collection Practices
CIT Group/SalesFinancing, Inc. | X940077 | 09/23/94 | Credit Consumer Loans
Discrimination
Coastal Refining and Marketing, | X940054 | 06/03/94 | Octane Rule Gasoline Sales
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Title Number Aggt(;n Type of Matter Product or Service
Coverall North America, Inc. X940025 | 03/18/94 | Franchise Rule Commercia Janitorial
Franchises
Dahlberg, Inc. X940021 | 01/19/94 | Advertising Claims | Hearing Aid
General Nutrition, Inc. X940044 | 05/23/94 | Advertising Claims | Nutritional Supplements
Haband Company X940079 | 09/30/94 | Mail\Telephone Clothing Retailer
Order Rule
Hachette Book Group USA, Inc. | X940039 | 01/27/94 [ Unordered Y earbooks and Supplement
and Grolier, Inc. Merchandise Statute | Books
International Bartending Institute | X940072 | 09/06/94 | Franchise Rule Bartending Schools
J.C. Pro Wear, Inc. X940045 | 03/21/94 | Franchise Rule Sports Apparel Outlets
John Appel (SMI/USA) r
X940003 | 10/26/93 | Franchise Rule ?e” 'mprz"gt’;empfogr?'
Joseph Haney (SM1/USA) gpes, and Lther Froducts
Loizou, Inc. (A & G Auto Sales) | X940052 | 04/14/94 | Used Car Rule Used Car Dealership
Lonnie R. Divine X920067 | 12/15/93 | Cooling-Off Rule & | Magazine Subscriptions
Door-to-Door Sales
Mission Plans, Inc. X940073 | 09/14/94 | Funera Rule Funeral Services
Moffitt Oil Company, Inc. X940005 | 11/01/93 | Octane Rule Gasoline Sales
Mohl Fur Company, Inc. X940065 | 12/14/93 | Fur Products Fur Garments
Labeling Act
Rocket Gas and Car Wash, Inc. X940006 | 04/04/94 | Octane Rule Gasoline Sales
Sol Levinson and Brothers, Inc. X940069 | 08/16/94 | Funera Rule Funeral Services
Tri-Star Marketing Corp. X940016 | 11/08/93 | Franchise Rule Cordless, Coinless
(Megatrend Telecommunications) Telephone
West Capital Financial Services | X940062 | 07/07/94 | Credit Card & Household Goods Security
Corp. Credit Svcs Fraud Interests

CONSUMER PROTECTION - Advance Watch Company, Ltd. d/b/a Value-By-Mail;
MISSION (DETAIL) pavid Schechter

Advance Watch Company and its chief operating officer, David
Schechter, agreed to settle alegations that they violated the Mail
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Order Rule by failing to provide consumers with the option to delay
or cancel their orders and receive prompt refunds, that they violated
the Warranty Rule by failing to provide copies of written warranties
or to provideinstructionsfor obtaining free copies prior to the sale of
consumer goods, and that they violated the FTC Act by falsely
representing that consumers would readily obtain a prompt and full
refund. The settlement prohibits future violations of the Rules and
the FTC Act and requires payment of a $32,500 civil penalty.

Agway Petroleum Corporation

Agway Petroleum, a gasoline distributor, agreed to settle
allegationsthat it violated the Fuel Rating Rule by failing to properly
certify the octane ratings of gasolineit sold to retail gasstations. The
settlement prohibits future violations of the Rule and requires
payment of a$25,000 civil penalty.

American Sports Collectibles; Best of Baseball and All Sports, Inc.;
Seve Myland d/b/a Seve Myland Enterprises

Three direct mail marketers of baseball cards and other sports
related merchandise agreed to settle alegationsthat they violated the
Mail Order Rule by failing to notify consumers of delaysin shipping
their orders and of their right to cancel and by failing to provide
prompt refunds. The settlements prohibit future violations of the
Mail Order Rule and require payment of civil penalties of $13,500,
$12,500, and $20,000 respectively.

Asics Tiger Corporation

Asics agreed to settle alegations that it violated a 1991
Commission order under which it had agreed not to make
unsubstantiated injury reduction or performance claims for its gel
athletic shoes. The settlement prohibits the company from violating
any terms of the original order and requires payment of a $250,000
civil penalty.
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Bally’s Health & Tennis Corporation

Baly’s and its two subsidiaries agreed to settle alegations
regarding the health clubs billing, cancellation, refund, and debt
collection practices. The settlement requiresthe defendantsto refund
membership or other fees to customers and to pay $120,000 in civil
penalties.

CIT Group/Sales Financing, Inc.

CIT agreed to settle allegations that it treated unmarried
coapplicants for mobile home loans and other loans less favorably
than married coapplicants, in violation of the Equal Credit
Opportunity Act. The settlement prohibits future discrimination on
the basis of marital status and requires payment of a $150,000 civil
penalty.

Coastal Refining and Marketing, Inc.

Coastal Refining and Marketing, agasolinedistributor, agreed to
settle allegations that it violated the Fuel Ratings Rule by allegedly
transferring gasoline to its customers without certifying the octane
rating of thefuel. The settlement prohibitsfuture violationsthe Rule
and requires payment of a $32,500 civil penalty.

Coverall North America, Inc.

Coveral North America, a seller of commercial janitorial
franchises, agreed to settle allegations that it violated the Franchise
Ruleby failingto provide potential buyerswith required information,
such as a document substantiating earnings claims; by failing to
provide required information about the company’s franchises in its
basic disclosure document; and by not providing the disclosure
document within 10 business days before consumers purchased a
franchise. The settlement prohibitsfutureviolationsof the Franchise
Rule and requires a payment of a $100,000 civil penalty.

Dahlberg, Inc.

The Commission alleged that Dahlberg, maker of Miracle-Ear
brand hearing aids, violated a 1976 Commission order by making
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numerous false and unsubstantiated claims about its Miracle-Ear
Clarifier, anoise suppression hearing aid. The Commission alleged
that Dahlberg marketed the Clarifier through a national advertising
campaign in which the company falsely claimed that the Clarifier
would focusitsamplification on soundsthe user wanted to hear, such
as speech, or would otherwi se distingui sh speech from noise and that
it would reduce all unwanted background noise. The Commission
asked the court to prohibit Dahlberg from making similar false and
unsubstantiated claims in the future and to order it to pay civil
penalties.

General Nutrition, Inc.

Genera Nutrition, the largest retailer of nutritional supplements
in the United States, agreed to settle alegations that it violated the
terms of two previous Commission orders. The Commission alleged
that General Nutrition failed to substanti ate di seasetreatment, weight
loss, muscle building, and endurance claims for over 40 products;
failed to make certain disclaimers when advertising the efficacy of
energy boosting vitamin productsit sold; and made prohibited claims
about certain amino acid products. The settlement prohibits future
violations of any provision of the two previous orders and requires
payment of a$2.4 million civil penalty.

Haband Company, Inc.

Haband, a mail order catalog clothing retailer, agreed to settle
alegations that it violated the Mail Order Rule by substituting
materialy different merchandise for the merchandise ordered by
consumers, without the consumers’ prior approval. The settlement
prohibits future violations of the Mail Order Rule and requires
payment of a$49,000 civil penalty.

Hachette Book Group USA, Inc.; Grolier, Inc.

Hachetteanditswholly owned subsidiary, Grolier, Inc., agreed to
settle allegations that Grolier mailed consumers information about
various yearbooks or supplements, regarded consumers' failure to
return cancellation cards as authorization to send the products, and
then shipped the products and billed consumersfor them in violation
of a federal law under which consumers do not have to pay for
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unordered merchandise. The settlement requires the defendants to
pay a$200,000 civil penalty.

International Bartending Institute; James H. Haren

The International Bartending Institute and its chairman, James
Haren, agreed to settle alegations that they violated the Franchise
Rule by failing to provide potential buyers with important
prepurchaseinformation and by misrepresenting thestart up costsand
potential profits of their franchises. The settlement prohibits future
violations of the Franchise Rule and requires payment of a $50,000
civil penalty.

J.C. Pro Wear, Inc.

The Commission aleged that J.C. Pro Wear, a seller of sports
apparel outlets, falsely claimed to be in compliance with the
Franchise Rule and violated the Rule, in part, by failing to provide
prospectivefranchiseeswith the disclosure documentsrequired by the
Rule. The Commission asked the court to prohibit the defendants
from making similar misrepresentations, to prohibit them from
violating the Rule in the future, and to order them to pay civil
penalties.

John Appel; Joseph Haney

Two former officers of SMI/USA, Inc., a company that sells
franchises for self improvement courses, tapes, and other products,
agreed to settle allegations that they violated a 1970 Commission
order by misrepresenting to potential franchisees the ease of selling
SMI products and the income that they could expect to earn and by
failing to provide certain statistical information to prospective
franchisees at the times required by the order. The settlement
prohibits the two officersfrom selling similar business opportunities
or productsrelated to them in the future and requires payment of civil
penalties of $20,000 and $10,000 respectively.
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Loizou, Inc. d/b/a A& G Auto Sales; George E. Loizou;
Andreas E. Loizou

Loizou, Inc., aused car dealership, and two officers, George and
Andreas Loizou, agreed to settle allegations that they violated the
Used Car Rule by failing to display the required Buyers Guide on the
side window of used cars offered for sale and that they did not
provide other warranty information required by the Warranty
Disclosure Rule. The settlement prohibits future violations of the
Used Car Rule and requires payment of a $20,000 civil penalty.

Lonnie R. Divine

LonnieDivine, adoor-to-door magazine marketer, agreed to settle
allegationsthat he misrepresented cancell ation rightsto hiscustomers
nationwide and failed to provide them with proper cancellation
documents, in violation of the Cooling Off Rule. Divine also
allegedly misrepresented when consumers would begin receiving
their magazine subscriptions. The settlement bars similar practices
in the future and requires payment of a $10,000 civil penalty.

Mission Plans, Inc.; Donald Earthman; Michael Earthman

Mission Plans, a company that markets and sells insurance
funded, preneed funeral arrangement plans nationwide, and its
owners, Donald and Michael Earthman, agreed to settle allegations
that they violated the Funeral Rule by failing to provide consumers
with general price lists and itemized statements of the funeral goods
and servicesthey had selected and that they violated the Cooling-Off
Rule by failing to provide consumers with awritten notice regarding
their cancellation rights following sales presentations in consumers
homes. The settlement prohibits future violations of the Rules and
requires payment of a $20,000 civil penalty.

Moffitt Oil Company, Inc.

Moffitt Oil Company, afuel distributor, and three of its officials
agreed to settleallegationsthat they viol ated the Fuel Ratings Ruleby
pumping gasoline into underground storage pumps belonging to a
gasoline retail chain, Rocket Gas and Car Wash, Inc. The
underground pumps were connected to gasoline pumps on which the
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octanerating of thegasolinewasallegedly overstated. The settlement
prohibits future violations of the Fuel Ratings Rule and requires
payment of a$90,000 civil penalty.

Mohl Fur Company, Inc.; Robert Mohl

Mohl Fur Company, a fur garments importer, and its president,
Robert Mohl, agreed to settle alegations that they failed to disclose
whether their fur garments were natural, dyed, or artificially colored
and that they failed to disclose the country of origin of the peltsin
their imported fur products, among other violations of the Fur
Products Labeling Act. The settlement requires the respondents to
adhereto certain requirementsfor futuresalestoretailersand requires
payment of a$70,000 civil penalty.

Rocket Gas and Car Wash, Inc.; Mansoorali Virani

Rocket Gas and Car Wash, a gasoline retail chain, and its
principal officer, Mansoorali Virani, agreed to settle allegations that
they violated the Fuel Ratings Rule by overstating the octane rating
of gasoline they sold to consumers and by mislabeling their fuel
pumps. The settlement prohibitsfutureviolationsof the Fuel Ratings
Rule and requires payment of a $140,000 civil penalty.

Sol Levinson and Brothers, Inc.; Burton H. Levinson;
Irvin B. Levinson; Sanley T. Levinson; Ira J. Levinson

Sol Levinson and Brothers and Burton, Irvin, Stanley, and Ira
Levinson agreed to settle allegations that they violated the Funeral
Rule by failing to give consumers an itemized printed or typewritten
general price list and a casket price list, by failing to give price
information over the telephone, and by conditioning the sale of
certain funeral goods and services upon the purchase of other goods
and services. Thesettlement prohibitsfutureviolationsof the Funera
Rule and requires payment of a $100,000 civil penalty.

Tri-Sar Marketing Cor p. of North Myrtle Beach; M. Douglas Cooke;
Michael D. Gibbons

Tri-Star Marketing and its officers, Douglas Cooke and Michael
Gibbons, agreed to settle alegations that they violated the Franchise
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Rule by failing to provide prospective buyers with the required basic
disclosure and earnings clams documents and by making
unsubstantiated earnings claims. The settlement prohibits future
violations of the Franchise Rule and misrepresentations of any
material term or condition of any franchise or business and requires
payment of a$5,000 civil penalty.

West Capital Financial Services Corp.; Michael Joplin

West Capital and its president, Michael Joplin, agreed to settle
allegations that they violated the Credit Practices Rule by taking a
security interest in consumers household goods as a condition of
extending credit. The settlement prohibits future violations of the
Credit Practices Rule, requires the respondents to relinquish any
household goods security intereststhey hold, and requires payment of
a$25,000 civil penalty.
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CONSUMER PROTECTION MISSION (SUMMARY)

CONSUMER REDRESS ACTIONS*
CONSUMER PROTECTION MISSION

Direct)

Title Number AS;'toen Type of Matter Product or Service

Academic Guidance Services, X920073 10/13/93 | Business Licensesto Sdll College

Inc. Opportunities Financial Information to
Investment Fraud Students

American Microtel (Danny X920030 10/06/94 | Lottery Application Wireless Cable

Sterk/Codima, Inc.) Filing Services. Television Lottery
Investment Fraud

American Microtel, Inc. and

James D. Greenbaum

X920030 | 12/23/93 o

Eric Kyle and First Atlantic L_o_ttery Appllcatlon Wireless Cable

Equity (American Microtel) Filing Services Television Lottery
Investment Fraud

Charl&s C. Davis (American x920030 | 01/05/94

Microtel)

Claude A. Blanc, Jr. (Factory X920062 | 01/24/94 | Franchise Rulg; Vending Machines Sold

Business Opportunity
Investment Fraud

as Business
Opportunities

1The Commission makes every effort to collect the full amount of each judgement, whether ordered by a
court or obtained through a settlement. Despite its best efforts, however, the Commission is hot always able to

collect the full amount.
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Glenn Morganstern

Investment Fraud

Title Number Algztoen Type of Matter Product or Service
Denny Mason X930022 | 04/19/94 | Prize Scheme Claims | Prize Promotions
by Mail and
Telemarketing
Advertising Claims
Douglas Wayne Osborne X920052 | 03/10/94 | Precious Metas Precious Metal
(Osborne Precious Metals, Inc.) Investment Fraud Investments
Fred Hyde (Solomon Trading X910090 | 06/29/94 | ArtInvestment Fraud | Art Investments
Co.)
Garry Schaeffer (International
Assets)
Sarabeth Koethe and Gem :
Sciences International X920075 | 10/28/93 (F;gz’?o”&‘ Investment S;?ig‘“ppra%"
(International Assets)
Thomas V. Lopes (International
Assets)
Goddard Rarities and Dennis X930054 | 08/23/94 | Rare Coinslnvestment | Rare Coin Investments
Goddard Fraud
Invention Submission X930032 | 02/07/94 | Advertising Claims Invention Promotion
Corporation Services
James Rodgers and Randy Allen X940067 | 01/31/94 | Credit Card & Credit | “Gold Card” Marketing
McCall (American Buyers Services Fraud
Network)
Jordan Ashley, Inc. X940015 | 04/13/94 | Franchise Rule Greeting Card Display
Racks
Larkin, Hoffman, Daly & X930006 | 05/26/94 [ Rare Coinslnvestment | Rare Coin Investments
Lindgren, Ltd. Fraud
LaserVision, Inc. X940026 | 03/23/94 | Hedth & Safety Pinhole Eyeglasses
Products or Services
Advertising
Mary Redhead and Thelma X940001 | 06/20/94 | Hedth & Safety AIDS, ARC, and HIV
Magno (Earthbound) Products or Services | Treatment or Cure
Advertising
I\D/Iee_t:ja\r/lvl\e/lﬂarketl ng Group and Specialized Mobile FCC program to license
avi on X940024 | 07/14/94 | Radio Licensing Specialized Mobile

Radio program
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Action

Title Number Date Type of Matter Product or Service
National Art Publishers and X940042 | 08/30/94 | Miscellaneous Vintage Movie Posters
Distributors, Inc. Telemarketing
Nutrition Research & Marketing, X940008 11/01/93 | Diet Programs & Diet Pills
Inc. d/b/a Nutrition Science Products Advertising

Pacific Inspection and Research X930026 10/05/93 | Advertising Claims Thermal Windows
Laboratory, Inc.

CP:rof on?l Product Research X940033 Health & Sfety
ompany, fnc. 10/18/93 | Productsor Services | Pinhole Eyeglasses

National Syndications, Inc. X 940032 Advertising

Rapaport Corporation X940019 | 03/14/94 | Business Work-at-home Business
Opportunities Opportunity
Investment Fraud

Robert M. Farmer/D. Dietel/ X930041 | 08/29/94 | Credit Card & Credit | Secured Credit Cards

S.Lick (American Standard Services Fraud

Credit)

Ronald F. Way (Hawthorne) X940018 11/20/93 | Infomercials Computer-based

Consulting Business
Shawmut Mortgage Company X940041 12/13/93 | Credit Discrimination | Mortgage Loan
Sierra Pacific Marketing, Inc. X930020 | 02/22/94 | Awards& “Free’ Prize Promotion

Prizes Telemarketing | Telemarketing

Sunbelt Construction Company X940051 | 02/22/94 | Advertising Claims Land Sales

Tiny Doubles International, Inc. X900055 | 03/29/94 | Franchise Rule Photography

Vendall Marketing Corporation BUSNess Vending Machines Sold
James E. Mobley (Vendall X940038 | 09/13/94 IOpré(S)trtunl'ille:s . ?)s Bus: n&s{g

Marketing Corp.) nvestment Frau pportunities

Wolf Consulting/D. Wolf/B. Wolf BUSNess Vending Machines Sold
Solomon J. Samarel (Wolf X940029 | 09/20/94 IOpré(S)trtunl'ille:s . ?)s Bus: n&s{g

Consulting) nvestment Frau pportunities

World Wide Classics, Inc. X920033 12/15/93 | Miscellaneous Stamp Investments

Investment Fraud

103



Federal Trade Commission

CONSUMER PROTECTION
MISSION (DETAIL)

Academic Guidance Services, Inc.

The Commission obtai ned a settlement with Academic Guidance
Services, settling allegations that it deceptively marketed to
prospective business operators the right to sell college financial aid
information to students. The settlement permanently bans the
company from selling or leasing customer lists in the future and
dischargesall contractual obligations of the company’ slicensees. In
addition, the company agreed to pay $300,000, to be used for redress,
to licensees who paid afee to the firm after July 16, 1989.

American Microtel, Inc.; Eric Kyle; Danny Sterk; Codima, Inc.;
First Atlantic Equity; James D. Greenbaum; Charles C. Davis

The Commission obtained settlements with American Microtel
and six other defendants in connection with an allegedly deceptive
scheme to sell application services for a federa lottery to award
licenses to operate wireless cable systems. The settlements ban the
defendants for various lengths of time from selling application
servicesfor any federal lottery and ban some defendants from future
sales of any investment offering that involves alicense issued by the
FCC. In addition, the settlements require the payment of consumer
redressinthefollowing amounts: American Microtel, $500,000; Eric
Kyle, $5,000; Danny Sterk and his company Codima, $15,000;
Charles Davis, $20,000; and James Greenbaum, $95,000.

Claude A. Blanc, Jr.; Michelle Hartzheim; Factory Direct, Inc.;
Vendorline, Inc.

The Commission obtained settlements with two individuals and
two corporate defendants in connection with allegations that they
made numerous false representations and failed to provide key
prepurchase information to induce consumersto invest thousands of
dollars in vending machine business opportunities. The settlement
permanently bans the defendants from any involvement in the
vending machine business and from owning an interest in acompany
selling any business opportunity. The settlement also requires that
approximately $290,000 in frozen assets be transferred into a
consumer redress fund for those who invested in this business
opportunity scheme.
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Denny Mason; Benedict Spano; Anthony Della lacono

The Commission obtained a settlement with Denny Mason, a
cluster of major Las Vegas, Nevada-based tel emarketing companies,
and their principal officers in connection with allegations that they
made fal se representations to consumers across the nation that they
had won valuable prizes. The defendants used a variety of
misrepresentations to get the consumers, many of them elderly, to
purchase cosmetics, vitamins, environmentally safe cleaning
products, water purifiers, and other products. The defendants also
allegedly aided and abetted other telemarketers engaging in similar
deceptive sales practices. The settlement requires payment of
$900,000, to be used for redressto consumers, and i mposes NUMerous
restrictions and disclosure requirements on future telemarketing
efforts. In addition, three defendants are permanently barred from
participating in any prize promotion marketing programin thefuture.

Douglas Wayne Osborne; Osborne Precious Metals, Inc.

The Commission aleged that Douglas Osborne and his firms
misrepresented or failed to disclose the fees and commissions
associated with their investments and that they misrepresented the
risk and profit potential of theinvestments. A court ordered Douglas
Osborne to post a $5 million bond before engaging in any kind of
telemarketing activity in the future. The court also entered a $13.3
million judgment against the defendants.

Fred Hyde

A court permanently enjoined Fred Hyde, the principa of
Solomon Trading Company, Inc., from deceptively marketing artwork
and ordered him to pay $872,184 to redress the losses of retail
customerswho purchased from Solomon. Hydewas alleged to have
misrepresented the investment value of art prints telemarketed to
consumers around the country.

Garry Schaeffer; Sarabeth Koethe;
Gem ciences International (GSl); Thomas V. Lopes

The Commission obtained three settlements with defendants to
settleallegationsthat they operated adeceptivetel emarketing scheme
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to sell gemstones as investments. The settlements include various
provisions permanently prohibiting the defendants from engaging in
similarly deceptive conduct in the marketing of any investment inthe
future. The defendants are also required to make certain disclosures
to inform consumers of the risks, if they again market gemstones as
investments. In addition, one defendant agreed to alifetime ban on
telemarketing investment products, and another will post at least a
$50,000 bond before engaging in telemarketing investments in the
future. The settlementsrequire Schaeffer to pay $50,000, K oetheand
GSl to pay $20,000, and L opesto pay $45,000 for consumer redress.

Goddard Rarities, Inc.; Dennis S. Goddard

Dennis Goddard and his firm, Goddard Rarities, agreed to settle
alegations that they deceptively telemarketed rare coins as
investments. The settlement prohibits the defendants from making
claims similar to the allegedly deceptive representations challenged
by the Commission. The settlement also requires the defendants to
post a$100,000 bond for the protection of their customersbeforethey
market any coin or other investment opportunity in the future and
Dennis Goddard to release his claim on corporate assets so they can
be used for consumer redress.

Invention Submission Corporation

Invention Submission and other defendants agreed to settle
allegations that they misrepresented the nature, quality, and success
rate of the invention promotion services sold to consumersfor prices
ranging from hundreds of dollars to a total package price of
approximately $5,000. The settlement requires the defendants to
provide, on initial contact with prospective clients, an affirmative
disclosure of its success rate and to give consumers aright to cancel
their contractsand obtain refunds. In addition, Invention Submission
isrequired to pay $1.2 million for consumer redress.

James Rodgers; Randy Allen McCall

James Rodgers, Randy McCall, and the companies they operate
agreed to settle allegations that they and their distributors made
numerous deceptive claims to consumers who bought American

Buyers Network gold credit cards. The settlement includes various
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prohibitions and requirements in connection with the defendants
future efforts to sell credit-related products or services and requires
payment of $50,000 for consumer redress.

Jordan Ashley, Inc.; Thomas P. Norton; Christine M. Heller;
Kelli J. Blasi

A court ordered Jordan Ashley and other corporateand individual
defendants to pay more than $9.1 million for consumer redress in
connection with their involvement in avariety of deceptive practices
to sell greeting card display rack business opportunities. Inaddition,
Thomas Norton was permanently barred from participating in the
marketing or selling of any franchise or business opportunity and is
required to post a performance bond in the amount of $5 million
before engaging in any telemarketing activities. ChristineHeller and
Kelli Blas were enjoined from making misrepresentations to any
potential investor in a franchise or business venture and were
prohibited from violating any provision of the Franchise Rulein the
future.

Larkin, Hoffman, Daly & Lindgren, Ltd.

Thelaw firm of Larkin, Hoffman, Daly & Lindgren agreed to pay
$375,000 to settle allegationsthat the law firm fraudul ently agreed to
prevent the Commission from collecting on an $11.2 million federal
court judgement against William J. Ulric and hisfirm, Security Rare
Coin & Bullion Corporation. According to the complaint, the
defendant helped the coin marketer fraudulently transfer severa
million dollars in rare coins into trusts for his three daughters and
then convert a substantial portion of the coins back to his own use.
The firm also unlawfully and wrongfully acted to conceal assets
bel onging to the coin marketer to put these assets beyond the reach of
the Commission.

LaserVision, Inc.; Chase Revel; Neil Mikesell

LaserVision, Chase Revel, and Neil Mikesell agreed to settle
allegationsthat they made numerousfal seand unsubstantiated claims
about the vision improvement benefits of their pinhole eyeglasses,
which are opague plastic lenses with multiple pinholes. The
settlement prohibits the defendants from making future false claims

107



Federal Trade Commission

or from engaging in the practices challenged by the Commission. In
addition, the settlement requires payment of $425,000 for consumer
redress.

Mary L. Redhead and Thelma M. Magno d/b/a Earthbound;
Post Office & More

Mary Redhead and Thelma Magno agreed to settle charges that
they falsely promoted Imuno-Plex, an algae-based food supplement,
as a treatment or cure for HIV disease, AIDS and AIDS-related
complex, and their symptoms. The settlement prohibits Redhead and
Magno from making future false and misleading representations
about the safety or efficacy of Imuno-Plex or any other food or drug
and requires them to pay $9,430 for consumer redress.

Meehan Marketing Group, Inc.; Glenn Morgenstern; David Weston

Meehan Marketing Group, company officer David Weston, and
Glenn Morgenstern agreed to settle allegations stemming from their
role in an alegedly fraudulent scheme to sell investments using
federal licenses for certain radio channels under the Federa
Communications Commission’s Specialized Mobile Radio (SMR)
licensing program. Thetwo settlements prohibit the defendantsfrom
misrepresenting the price, profit, or appreciation of any SMR license
or investment, as well as the risks of any other investment offering
they make in the future. The settlements also require Meehan and
Weston to pay $165,000 and Morgenstern to pay $40,000 for
consumer redress.

National Art Publishers and Distributors, Inc.; Benjamin Valenty;
Charles McLaughlin

National Art Publishers and two of its principal officers,
Benjamin Vaenty and Charles McLaughlin, agreed to settle
allegations that they were involved in a fraudulent scheme to sell
movie posters as investments. The settlement prohibits avariety of
deceptive activities and bans Vaenty from ever telemarketing
investment products again. In addition, National Art Publishersis
required to pay $250,000 for consumer redress.
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Nutrition Research & Marketing, Inc. d/b/a Nutrition Science
Research & Marketing Institute;
Hi-Health Supermart Corporation; Smon D. Chalpin

Nutrition Research & Marketing, Hi-Health Supermart, and their
president, Simon Chalpin, agreed to settle alegations that they
deceptively marketed HGH-3X, apurported diet pill, throughout the
United States. The Commission alleged that the pill was falsely
promoted as boosting the user’ s metabolism, resulting in weight loss
without dieting or exercising. The settlement prohibitsthe defendants
from making claims about any weight control product they market in
the future, without scientific evidence to back them up, and from
making the false claims challenged by the Commission. The
defendants also agreed to pay $225,000 for consumer redress.

Pacific Inspection and Research Laboratory, Inc.; Ronald J. Weisel

Pacific Inspection and Research Laboratory and Ronald Weisdl,
its coowner and Vice President, agreed to settle alegations that they
misrepresented the results of thermal performance tests that they
conducted on windows, and that the tests were performed according
to applicable industry standards and accepted engineering practices.
The settlement requires the defendants to retract the results obtained
from tests conducted between January 1, 1984, and March 6, 1992,
and to inform the recipients of thosetest values of therestrictions. In
addition, the settlement prohibits future test misrepresentations and
requires Weisel to pay $60,000 for consumer redress.

Professional Product Research Co., Inc.; National Syndications, Inc.

National Syndicationsand Professional Product Research agreed
to settle alegations that they made numerous false and
unsubstantiated claimsabout thevisionimprovement benefitsof their
pinhole eyeglasses, which are opague plastic lenses with multiple
pinholes. The Commission alleged that the defendants represented,
among other things, that the pinhole glasses could correct vision
disorders and permanently cure a wide range of vision deficiencies.
Thetwo settlements prohibit the defendants from making the alleged
false claims and from engaging in the challenged practices in the
future. In addition, the two companies agreed to provide refunds to
all consumers who purchased the pinhole eyeglasses from them.
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National Syndications is also required to deposit $313,000 into an
escrow account to guarantee the availability of redress funds.

Rapaport Corporation; Mayfair Gift Company

Rapaport and Mayfair Gift, two advertisers of home-based work
opportunities, and their owners agreed to settle allegations that they
misrepresented the earnings of prospective workers and
misrepresented that their workers were fulfilling a significant
marketplace demand for their products. The settlement permanently
prohibitsthe defendants from engagingin similar deceptive practices
and requires them to pay $40,000 for consumer redress.

Robert M. Farmer; Douglas R. Dietel; Scott T. Lick

A court found that Robert Farmer, Douglas Dietel, and Scott Lick
participated in a deceptive “900” telephone number scheme run by
American Standard Credit Systems, Inc. to market secured Visaand
Mastercard credit cards. The court order permanently prohibits the
defendants from engaging in these deceptive practices and requires
payment of $2 millionin consumer redress. Based on thedefendants
financial condition, however, it isunclear whether the redress can be
collected.

Ronald F. Way

Ronald Way agreed to settle alegations in connection with his
promotion of a 30-minute infomercial about a starter kit for various
computer-based consulting businesses that buyers can operate from
home. The settlement prohibits the defendant from engaging in the
challenged practices in the future and from future violations of the
Franchise Rule. Way also agreed not to object to aclaim filed by the
Commission in his Chapter 7 bankruptcy proceeding for $2.465
million to be used for consumer redress.

Shawmut Mortgage Company

Shawmut Mortgage agreed to settle allegations that it denied
loans to consumers on the basis of their race or national origin. The
settlement includesacomprehensivefair lending complianceprogram
that Shawmut implemented in 1992 to improve its outreach to, and
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ensure fair treatment of, African American and Hispanic mortgage
applicants. The settlement al so requirespayment of at |east $960,000
into aconsumer redressfund. The fundswill be used to compensate
victims of Shawmut’s alleged illegal discrimination, as determined
under a procedure set out in the settlement.

Serra Pacific Marketing, Inc.; Seven Morris Rowe;
Robert Morris Rowe; Gary D. Hosman

Steven Rowe, Robert Rowe, and Gary Hosman, the principal
officers of Sierra Pacific Marketing, agreed to settle allegations that
they conducted a nationwide telemarketing scheme in which they
falsely told consumers they had won valuable prizes and then used a
variety of misrepresentations to induce the consumers to purchase
cosmetics, vitamins, water purifiers, and other products for prices
ranging from $399 to thousands of dollars. The settlement
permanently bars the defendants from any future role in any type of
sweepstakes or prize promotion scheme. In addition, the defendants
agreed to pay $1 million for consumer redress.

Sunbelt Construction Company

Sunbelt Construction agreed to settle allegations that it violated
a 1977 Commission order requiring it to provide water, electricity,
and telephone connections for lots in three west central Arizona
subdivisions. The Commission alleged that Sunbelt mismanaged an
account set up to provide the utilities connections, including that it
made improper loans to company officers, in violation of the order.
The settlement requires the defendant to transfer its liquid property
and other assetsto the Commission for distribution, as practicable, to
debtors and to consumerswho purchased lotsin the subdivisions and
whose |ots have not yet received the required improvements.

Tiny Doubles International, Inc.; Morris Samuel Friedman:
American Mobile Phone Systems, Inc.

Tiny Doubles International and two other defendants agreed to
settleallegations, arising fromtheir effortsto market retail storesthat
sell miniature statues embodying customer photographs, that they
violated the Franchise Rule by failing to provide required disclosure
documentsand that they violated the FTC Act by fal sely claiming that
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their stores were not franchises and by misrepresenting the earnings
history of existing stores. The settlement prohibits future violations
of the Franchise Rule and requires payment of $800,000 in consumer
redress.

Vendall Marketing Corporation; James E. Mobley

Vendall Marketing, threerelated corporations, and their principal
officers agreed to settle allegations that they engaged in a variety of
deceptive practices as part of a nationwide scheme to sell vending
machines as business opportunities. The settlements prohibit
misrepresentations in connection with the defendants future
marketing of any franchise or business venture and place restrictions
on the defendants’ future sales of vending machines. JamesMobley,
oneof theindividual defendants, isrequired to pay $50,000, and other
defendants are required to turn over proceeds amounting to as much
as $90,000, to be used for consumer redress, if practicable.

Wolf Consulting; Solomon J. Samarel; David L. Wolf;
Bonnie Wolf

Four defendants agreed to settle allegations in connection with
their rolesin an allegedly fraudulent scheme led by Marvin Wolf to
market vending machine distributorships. The settlements prohibit
misrepresentations of any franchise or business opportunity the
defendants market, misrepresentations in connection with any
telemarketing activity, and violations of the Franchise Rule. Wolf
Consulting, David Wolf, and Bonnie Wolf agreed to pay $85,000 for
consumer redress. In addition, Solomon Samarel agreed to pay
$10,000 for consumer redressand to post a$1 million bond before he
gains any ownership interest in, or serves as an officer of, any entity
that sells franchises or business opportunities. Any bond would be
used to protect his future customers, should he engage in deceptive
practices.

World Wide Classics, Inc.; World Wide Classics of Indiana, Inc.;
Ronald T. Schaefer

World Wide Classicsand World Wide Classics of Indianaagreed
to settleallegationsthat they misrepresented the investment potential
of the stamps and related philatelic items they sold to consumers
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throughinfomercialsand telemarketing. The settlement prohibitsthe
firms and other corporate and individual defendants from
misrepresenting the investment potential of any stamps or related
items, animated art, or any other investment offering. In addition,
Ronald Schaefer, past president and current chairman of the board of
both firms, is required to post a $200,000 performance bond before
resuming any telemarketing activities. The settlement includes a
judgment of $10 million for distribution to creditors and consumers.
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PART Il ADMINISTRATIVE COMPLAINTS
COMPETITION MISSION

COMPETITION MISSION (SUMMARY)

Title Number Alé:;ltc;n Type of Matter Product or Service
Hospital Board of Directors of D09265 05/06/94 | Merger Inpatient Acute-care
L ee County Hospital Services
Red Apple Companies, Inc. D09266 05/27/94 | Merger Supermarkets

COMPETITION MISSION

(DETAIL)

Hospital Board of Directors of Lee County

Anadministrativecomplaint alleged that the proposed acquisition
of Cape Coral Hospital in Lee County, Florida by the Hospital Board
of Directors of Lee County would substantially reduce competition
for inpatient acute-care hospital servicesinLeeCounty. A temporary
restraining order entered by a federal district court in Florida was
dissolved when the court held that the proposed acquisition
constituted state action and was, therefore, immunized from the
federal antitrust laws. The United States Court of Appeals for the
Eleventh Circuit granted the Commission’ s motion for an injunction
pending an appeal from the district court’s decision.

Red Apple Companies, Inc.

The Commission challenged the 1991 and 1993 acquisitionsof 32
Sloan’s Supermarkets, Inc. stores by Red Apple Companies, Inc.
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According to the administrative complaint, the acquisitions could
substantially reduce competition and result in higher pricesand lower
quality and selection for groceries in supermarketsin the residential
neighborhoods of Manhattan’s Upper East and Upper West Sides,
Chelsea, and Greenwich Village. The requested relief, following an
outcome against Red Applein the administrative proceedings, could
require Red Appleto divest certain supermarkets and could prohibit
future acquisitions of supermarketsin New Y ork County.
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PART Il ADMINISTRATIVE COMPLAINTS
CONSUMER PROTECTION MISSION

CONSUMER PROTECTION MISSION (SUMMARY)

Title Number Aggtc;n Type of Matter Product or Service
Dillard Department Stores, Inc. D09269 09/14/94 | Credit Card & Credit Card Bills
Credit Services
Fraud
Hawthorne Communications, D09264 11/16/93 | Infomercias Computer-based Consulting
Inc. Business
Metagenics, Inc. d/b/a Ethical D09267 08/16/94 | Health & Safety Calcium Supplements
Nutrients Products or Services
Advertising
National Dietary Research, Inc. D09263 11/09/93 | Health & Safety Cholesterol-lowering
Products or Services | Products & Weight Loss
Advertising Products
New Balance Athletic Shoe, Inc. | D09268 09/06/94 | Advertising Claims | Athletic and Other
Footwear

CONSUMER PROTECTION  Dillard Department Sores, Inc.
MISSION (DETAIL)
The Commissionissued an administrative complaint alleging that
Dillard Department Stores violated federal law by making it
unreasonably difficult for consumersto removeunauthorized charges
from their Dillard’s credit card bills. The Commission also alleged
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that Dillard treated a payment for questioned charges as awaiver of
the cardholder’s claim that the charges were unauthorized and held
cardholders liable for charges by their family members, even when
the charges were unauthorized and applicable state law does not
impose liability. In addition, the Commission aleged that Dillard
illegally reported negative information about these cardholders to
credit bureaus and instituted unwarranted collection procedures
against them.

Hawthorne Communications, Inc.

The Commissionissued an administrative complaint alleging that
Hawthorne Communications, an lowa advertising agency, and
Ronald F. Way and William F. Lawler, two officers of Tronsoft, Inc.,
made misleading claims to market products sold by Tronsoft. The
complaint alleged that the respondents used deceptive testimonials
and other means to represent that consumers who buy Tronsoft’s
products or services, including the Tronsoft Home Business Starter
Kit, typically readily succeed in operating businesses out of their
homes and earn substantial incomes.

Metagenics, Inc. d/b/a Ethical Nutrients; Jeffrey Katke

The Commissionissued an administrative complaint alleging that
Metagenics and its president, Jeffrey Katke, used a host of
unsubstantiated and misleading claimsto market cal cium supplement
products sold under the name Bone Builder. The Commission
alleged that M etagenics made unsupported representations that their
supplementswere superior to other formsof calciumin preventing or
treating bone ailments and that Metagenics used the name Bone
Builder in amisleading manner.

National Dietary Research, Inc.

The Commissionissued an administrative complaint alleging that
National Dietary Research made deceptiveand unsubstantiated claims
for a purported weight loss product, Food Source One, and a
purported cholesterol reducing product, Vancol 5000. Thecomplaint
further alleged that the company misrepresented that it isabonafide,
independent research organization and that certain of its newspaper
advertisements were news stories.
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New Balance Athletic Shoe, Inc.

The Commissionissued an administrative complaint alleging that
New Baance Athletic Shoe made false and misleading advertising
and labeling claims that its athletic shoes are made in the USA. In
1995, the Commission, after a show-cause proceeding, issued an
order amending the administrative complaint to delete a charge
related to New Balance Shoes assembled in the United States.
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PART Il CONSENTS PUBLISHED FOR COMMENT
CONSUMER PROTECTION MISSION

CONSUMER PROTECTION MISSION (SUMMARY)

Title Number Alé:;ltc;n Type of Matter Product or Service
Schering Corporation D09232 08/05/94 | Weight Loss Fiber Weight Loss/Control or

Content and Fiber Maintenance Product and
Benefit Advertising | Fiber Supplement
Clams

CONSUMER PROTECTION  Schering Corporation
MISSION (DETAIL)

Schering Corporation, a maor national pharmaceutical
manufacturer, agreed to settle allegations that it made false and
unsubstantiated claims that its product, Fibre Trim, is a high fiber
product and that it is an effective weight loss product. The proposed
consent agreement would prohibit Schering from making any
representation about the weight loss benefits, nutrient content, or
nutrient-rel ated heal th benefits of any food, food supplement, or drug

without competent and reliable scientific evidenceto substantiatethe
clam.

119



Federal Trade Commission

PART Ill CONSENT ORDERS ISSUED
COMPETITION MISSION

O P N W b 01 O

COMPETITION MISSION (SUMMARY)

Title

Number Aggtc;n Type of Matter Product or Service

Abbott Laboratories

D09253 02/04/94 | Horizontal Restraints | Infant Formula

Baltimore Metropolitan

Inc.

Pharmaceuticals Association,

D09262 02/25/94 | Horizontal Restraints | Pharmacy Services

Columbia Hospital Corporation

D09256 05/05/94 | Merger General Acute-care
Hospital Services

Association, Inc.

Detroit Automobile Dedlers

D09189 04/20/94 | Horizontal Restraints | Automobile and Truck
07/20/94 Dealerships

Textron Inc.

D09226 05/06/94 | Merger Structural Blind Rivets

COMPETITION MISSION
(DETAIL)

Abbott Laboratories

A consent order settled allegations that Abbott deprived
consumers of the benefits of competition by drafting industry
guidelines that restrained the advertising practices of its competitors
and by entering into unlawful information exchanges with
competitors regarding market practices. The order prohibits Abbott
from entering into agreements with any competitor to restrict infant
formulamarketing practicesand from conspiring with itscompetitors
not to use mass mediaadvertising to promoteinfant formulaproducts
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to consumers in the United States. The order does not prohibit
Abbott from|obbying government bodies, from exchanging technical
or scientificinformationwith other competing manufacturers, or from
encouraging its competitors to adopt industry-wide ethical codes to
prevent false or deceptive marketing practices.

Baltimore Metropolitan Pharmaceuticals Association, Inc.

A consent order settled allegations that Baltimore Metropolitan
Pharmaceuti cal sand the M aryland Pharmacists Associationsillegally
conspired with their members to boycott Baltimore, Maryland's
prescription-drug benefit plan in an attempt to control the
reimbursement fees paid to participating pharmacies. The 1993
administrative complaint alleged that the two associations entered
into agreements with member pharmacists to refuse to participatein
the prescription-drug benefit planinsured by the Prudential Insurance
Company of America that compensated participating pharmacists
when they filled prescriptions for city employees and retirees. The
order prohibitsthetwo associationsfrom engagingin similar refusal -
to-deal agreements in the future.

Columbia Hospital Corporation

Under terms of a consent order, Columbia is prohibited from
merging with Medical Center Hospital, located in Punta Gorda,
Florida. A 1993 administrative complaint challenged Columbia's
proposed acquisition of Medical Center Hospital located in Charlotte
County, Floridafrom Adventist Health System/Sunbelt Health Care
Corporation. The complaint alleged that the merger would
significantly increase the already high levels of concentration in the
areaby eliminating competition between Medical Center and Fawcett
Memorial Hospital, a hospital in Port Charlotte, Florida already
owned by ColumbiaHospital. The consent order prohibits Columbia
from merging its hospital with any other hospital in the Charlotte
County areafor 10 years without prior Commission approval.

Detroit Automobile Dealers Association, Inc.
In two separate consent orders, 144 Detroit-area automobile

dealerships, owners and managers of dealerships, and dealer
associations agreed not to conspire to limit their dealership hours of
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operation in the future. The consent orders are the result of a 1984
administrative complaint alleging that individuals, dealerships, and
dealer associations conspired illegally to restrain competition in the
Detroit areaby closing their showroomson Saturdays and most week
nights. Under terms of the orders, the parties are required to operate
their showrooms under a mandatory hours provision and must
disclose their hours of business in al advertising for one year. A
separate consent order with The Detroit Auto Dealers Association
(DADA) and James Daniel Hayes prohibits similar agreements that
limit showroom hours and requires DADA to publish specific
advertisements concerning the extended hours of dealers subject to
the order. Twenty-four dealerships and individuals continue to
pursue the case, pending before the Commission on remand from the
United States Court of Appeals for the Sixth Circuit.

Textron Inc.

A consent order settled allegations that Textron's 1989
acquisition of Advel PLC would reduce competition in the United
States and world marketsin the production of structural blind rivets.
The order requires Textron to establish a new competitor in the
United States market for monobolts, structural blind rivets that join
sheets of materials to the frames of trucks, buses, and other ground
transportation vehicles. The order also requires Textronto licenseto
aCommission approved entity thetechnol ogy to manufactureand sell
the monaobolt rivets in the United States and Canada, to provide the
acquirer certain manufacturing assetsand technical assistancefor five
years to ensure a competitive level of production, and to obtain
Commission approval for 10 yearsbeforeacquiring any firm engaged
in the manufacture and sale of structural blind rivets.
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Appendix

CONSUMER PROTECTION MISSION (SUMMARY)

PART Ill CONSENT ORDERS ISSUED
CONSUMER PROTECTION MISSION

Title Number AS;'toen Type of Matter Product or Service
Del Dotto Enterprises, Inc. D09257 04/21/94 | Infomercias Cash Flow System for
Purchasing Real Estate and
Obtaining Credit
Hawthorne Communications, D09264 08/09/94 | Infomercias Computer-based
Inc. Consulting Business
Revlon, Inc. D09231 11/17/93 | Health Product Cellulite Treatment and
Advertising Sunscreen Products
Sonic Technology Products, Inc. | D09252 06/21/94 | Miscellaneous Ultrasonic Fleaand
Advertising Practices | Rodent-control Device
Synchronol Corp. D09251 10/01/93 Cellulite Treatment and
Infomercials Bald C
Thomas L. Fenton D09251 | 05/13/93 ness ure
Trans Union Corporation, Inc. D09255 11/18/93 | Privacy of Credit Credit Bureau
Reports
W.D.I.A. Corporation D09258 05/27/94 | Privacy of Credit Information Broker
Reports

123



Federal Trade Commission

CONSUMER PROTECTION
MISSION (DETAIL)

Del Dotto Enterprises, Inc.; David P. Dl Dotto; Yolanda Del Dotto

David and Yolanda Del Dotto and their firm, Del Dotto
Enterprises, agreed to settle allegations that they misrepresented
numerous features of their Cash Flow System, including that it has
hel ped hundreds of thousands of consumers make substantial sumsof
money buying and selling real estate. The consent order prohibitsthe
Del Dottos and their firm from making false claims regarding real
estate, credit, investments, or business opportunities. It also prohibits
misrepresentations that any endorsement for a product or service
represents the typical or ordinary experience of previous users and
representations that any advertisement is not paid advertising.

Hawthorne Communications, Inc.

Hawthorne agreed to settle alegations that it used deceptive
testimonialsand other misrepresentationsin a30-minuteinfomercial
promoting its Tronsoft Home Business Starter Kit. Theconsent order
prohibitsHawthornefrom distributing or assi sting othersto distribute
the infomercial and from misrepresenting the success or income of
consumers who use the Tronsoft Kit or any similar product.

Revion, Inc.; Charles Revson, Inc.

Revlon and its subsidiary, Charles Revson, agreed to settle
allegationsthat they made unsubstantiated advertising claimsfor their
Ultimall ProCollagen Anti-Cellulite Body Complex and PhotoAging
Shield products. Revlon is required by the consent order to have
scientific evidence to support any future claims about the
effectivenessof cellulitetreatmentsor sunscreen products. Revlonis
also required to disclose the sun protection factor value in any
sunscreen ad in which it makes claims regarding the ability of the
product to protect against the sun’srays.

Sonic Technology Products, Inc.
Sonic Technology Productsand two of itsofficersagreed to settle
allegations that they made false and unsubstantiated claims about

Sonic’ s ultrasonic pest control devices. The consent order prohibits
the company from representing that any pest control device can
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eliminate rodent or flea infestations or that such a device can repel
fless.

Synchronal Corporation; Thomas L. Fenton;
Richard E. Kaylor; Ana Blau

Theconsent order with Synchronal settled several allegationsthat
it and several other respondents made false and unsubstantiated
claims in infomercials for a purported baldness cure, the Omexin
System for Hair, or for a cellulite treatment, the Anushka Bio-
Response Body Contouring Program, or both. The consent order
requires Synchronal to pay $3.5 million in consumer redress and
prohibits Synchronal and two of itsofficers, Richard Kaylor and Ana
Blau, from making any unsubstantiated product claimsin the future.
Further, the order prohibits the respondents from disseminating the
two infomercials and from misrepresenting the results of any testsor
studiesin connection with the marketing of any product or servicein
the future. A separate consent order with Thomas Fenton settled
charges in connection with his role in the Omexin infomercial.

Trans Union Corporation, Inc.

Trans Union, one of the three major credit bureausin the United
States, agreed to settle Commission charges in connection with its
prescreening practice of providing listsof consumers meeting certain
credit criteria to credit grantors. The company allegedly failed to
require these credit grantors to make a firm offer of credit to each
person on these lists, as required by a federal law that governs the
privacy of consumer credit data. Thesettlement requiresTransUnion
to modify and enforceits future contracts to reflect this requirement.

W.D.I.A. Corporation; Mark W. Hanna; Janice L. Campanello

W.D.ILA. and two of its officers, Mark Hanna and Janice
Campanello, agreed to settle allegationsin connection with their role
asaninformation broker, afirmthat buyslarge volumesof credit and
other information about consumersat discounted ratesfrom the major
credit bureaus and then resellsthe datato lower-volume buyers. The
company agreed not to furnish any consumer report for any purpose
not permitted under the Fair Credit Reporting Act. W.D.I.A. isalso
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required to take certain steps to ensure that subscribers have
permissible purposes for accessing consumer reports.
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INITIAL DECISIONS
COMPETITION MISSION

COMPETITION MISSION (SUMMARY)

Title Number Asgtoen Type of Matter Product or Service
R.R. Donnelley & Sons Co. D09243 12/30/93 | Merger Gravure Printing

COMPETITION

MISSION
(DETAIL)

R.R. Donnelley & Sons Co.

An Administrative Law Judge (ALJ) upheld an administrative
complaint that challenged Donnelley’ s September 1990 acquisition
of four printing plantsfrom Meredith/BurdaCompany L.P. The ALJ
ordered Donnelley to divest the Arizona, lowa, North Carolina, and
Virginia plants, including all related assets, rights, and technology,
within one year to a Commission approved acquirer. The initial
decision also required Donnelley to divest comparable assets of its
own if any of the former Meredith/Burda assets have been sold or
closed. The initial decision held that the required divestitures are
necessary to reestablish Meredith/ Burda' s printing business to its
preacquisition status as a viable competitor in gravure printing used
for magazines, catalogs, advertising inserts, and other large-scale
volume, multipage publications. Finally, the initial decision aso
requires Donnelley to obtain Commission approva for 10 years
before acquiring any interest in any entity engaged in the publication
gravure printing in the United States.
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FINAL ORDERS
COMPETITION MISSION

COMPETITION MISSION (SUMMARY)

Title Number Aggtc;n Type of Matter Product or Service

Adventist Health System/West D09234 04/01/94 | Merger Inpatient Acute-care
Hospital Services

Coca-Cola Bottling Company D09215 08/31/94 | Merger Carbonated Soft Drinks

of the Southwest

Coca-Cola Company D09207 06/13/94 | Merger Carbonated Soft Drinks

College Foothall Association D09242 06/16/94 | Horizontal Restraints | Cable TV Sports
Programming

COMPETITION MISSION

(DETAIL)

Adventist Health System/West

The Commission upheld the decision of an Administrative Law
Judge (ALJ) and ruled that the acquisition by Adventist of the assets
of Ukiah General Hospital did not substantially lessen competitionfor
the provision of genera acute-care hospital services in Ukiah,
Cdlifornia.  The 1989 administrative complaint charged that the
acquisition injured consumers by making Adventist the dominant
medical facility, owning three of the five hospitalsin the area north
of San Francisco and Santa Rosa, California. The Commission ruled
that the evidence did not support the relevant geographic markets
alleged in the complaint and dismissed the complaint.
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Coca-Cola Bottling Company of the Southwest

The Commission reversed a 1991 dismissal of acomplaint by an
ALJ and ruled that Coca-Cola Bottling Company’s (CCBCYS)
acquisition of the Dr Pepper franchise from San Antonio Dr Pepper
Bottling could substantially reduce competition for branded
carbonated soft drinks in the 10-county area around San Antonio,
Texas. The ALJs decision, appealed by Commission staff, had
concluded that the relevant product market was broader and included
alarger geographic market than defined by the 1988 administrative
complaint. The ALJhad also found that competition in the market
for soft drinks in the area was headlthy, with both low prices and
excess capacity. Under terms of the Commission’s final order,
CCBCSisrequired to divest, within 12 months, the Dr Pepper assets
it acquired in 1984 to an acquirer approved by the Commission. In
addition, the order places restrictions on future acquisitions of
branded carbonated soft drink assets.

Coca-Cola Company

The Commission reversed an ALJ s decision that the proposed
acquisition by Coca-Cola of one of its largest competitors, the Dr
Pepper Company, would violate the federa antitrust laws. The
transaction, enjoined after a federa district court granted the
Commission’s motion for a preliminary injunction, was litigated in
administrative proceedings. The Commission reversed the ALJ s
initial decision and issued afinal order requiring Coca-Colato obtain
prior Commission approval for 10 years before acquiring certain
brand name soft drink concentrate manufacturers.

College Football Association

The Commission affirmed an initial decision when it dismissed
an administrative complaint challenging agreementsnegotiated by the
College Football Association (CFA) and Capital CitiessABC, Inc. to
televise certain college football games. According to the final order,
CFA, composed of 66 major football-playing colleges and
universities, isanonprofit association, and does not carry on business
for its own profit or for that of its members. The Commission ruled
that it did not have the jurisdiction to challenge CFA’ s activities due
to the association’ s nonprofit exemption under Section 4 of the FTC
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Act and its recognition as a tax-exempt entity under the Code of the
Internal Revenue Service.
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FINAL ADJUDICATIVE ORDERS
CONSUMER PROTECTION MISSION

1994

CONSUMER PROTECTION MISSION (SUMMARY)

Title Number AS;'toen Type of Matter Product or Service
Griffin Systems, Inc. D09249 04/29/94 | Contractual Auto Service Contracts
Misrepresentations
Stouffer Foods Corporation D09250 09/26/94 | Deceptive Low Sodium | Frozen Food
Claims
Trans Union Corporation, Inc. D09255 09/28/94 | Privacy of Credit Credit Lists
Reports

CONSUMER PROTECTION - Griffin Systems, Inc.; Gennaro J. Orrico; Alfonso S. Giordano;
MISSION (DETAIL) - Robert W. Boughton

The Commission upheld an Administrative Law Judge’s initial
decision that Griffin Systems and its principals deceptively and
unfairly promoted V ehicle Protection Plan auto service contractsand
misrepresented thetermsfor canceling the service contractsthey sold
to consumers. The final order prohibits the defendants from
materially misrepresenting or unilaterally canceling any service
contract they offer in the future.

Stouffer Foods Corporation

The Commission upheld an Administrative Law Judge’s initial
decision that Stouffer made deceptive low sodium claims for Lean
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Cuisine frozen entrees. The final order and opinion broadened the
Administrative Law Judge’ s order and prohibits the company from
misrepresenting the existence or amount of sodium or any other
nutrient or ingredient in any frozen food product it markets in the
future, to include all nutrients and ingredients.

Trans Union Corporation, Inc.

The Commission upheld an Administrative Law Judge’ s initia
decision that Trans Union violated the Fair Credit Reporting Act.
The Judge prohibited Trans Union from compiling and selling target-
marketing listsbased onfederally-protected informationthat includes
the credit habits of consumers, unless the company has a reason to
believe the buyer intends to make a firm offer of credit to each
consumer on the lists.
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CONSUMER PROTECTION
MISSION

RULEMAKING ACTIVITIES
(Including Guides and Other Policy Statements)

Alternative Fuel Labeling Rule

The Commission initiated a rulemaking proceeding to establish
uniform labeling requirements for alternative fuels and alternative-
fueled vehicles, disclosing cost and benefit information to enable
consumersto make reasonabl e purchasing choices and comparisons.

Appliance Labeling Rule

The Commission made several amendments to the Appliance
Labeling Rule in fiscal year 1994. The first amendment requires
showerheads, kitchen and lavatory faucets, water closets(toilets), and
urinals to disclose their water-usage rates. The information is
required to be displayed on the products and their packaging and
labeling, as well as in catalog advertising and point of sale
promotional materials.

The second amendment requiresthat the packaging or labeling of
three types of light bulbs make disclosures designed to help
consumers purchase the most energy-efficient bulbs that meet their
needs. The amendment applies to three categories of light bulbs or
tubes known in the industry as lamps. general service fluorescent
lamps, medium base compact fluorescent lamps, and general service
incandescent lamps, including reflector lamps, commonly known as
spot lights or flood lights.

The third amendment requires that labels be easier to read and
more useful to consumers in comparing the energy efficiencies of
various home appliances.

The final amendment requires that manufacturers of residential
pool heaters, instantaneous water heaters, and heat pump water
heaters display EnergyGuide labels, which show estimated energy
efficiency for appliances.

Care Labeling Rule

Aspart of itsperiodic review of rulesand guides, the Commission
initiated areview of the Care Labeling Rule to determine whether it
should be modified to permit the use of care symbols, instead of
words, and to require that instructions be provided for both washing
and dry cleaning when both methods can be used. The Rule was
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enacted in 1971 to make it easier for consumers, professional
launderers, and dry cleaners to determine proper clothing care.

Fair Packaging and Labeling Act

The Commission amended itsimplementation regul ationsfor the
Fair Packaging and Labeling Act to coincide with Congress's 1992
amendment to the Act. The Commission’s amended regulations
require that labels and packages printed after February 14, 1994, be
expressed in both the English and the metric system.

Food Advertising

The Commissionissued an enforcement policy statement advising
food advertisersto closely observe federal food labeling regulations
when making health related claims or claims about the nutrient
content of their products. The Commission stated that it will look to
standards set by the Food and Drug Administration’s new labeling
regulationsin eval uating whether nutrient content and health claims
in advertising are deceptive.

Fallout Shelter Advertising Guides,
Radiation Monitoring Instruments Advertising Guides,
Shell Homes Advertising Guides

The Commission eliminated its Guides for Advertising Fallout
Shelters, Guides for Advertising Radiation Monitoring Instruments,
and Guides for Advertising of Shell Homes. The Commission
decided that a lack of advertising and consumer demand for home
fallout shelters and home radiation monitoring devices made the
guidelines governing them unnecessary. In addition, marketing
abuses addressed by the Guidesfor Advertising Shell Homes are now
largely handled by state and local housing code authorities. The
decision to repeal the guides is part of the Commission’s periodic
review of theregulatory and economic impact of itsrulesand guides.

Funeral Rule
When the Funeral Rule was promulgated in 1982, it mandated

that the Commission review the Rule no later than four years after its
effective date to determine whether it should be amended or
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terminated. Pursuant to this mandate, the Commission amended the
Funeral Rule to improve its effectiveness for consumers and to
eliminate unnecessary compliance burdenson funeral providers. The
amended Rule prohibits funeral providers from charging a casket-
handling fee in addition to any nondeclinable basic services fee and
modifiesthe Rule stel ephonedisclosurerequirements. TheRulewill
retain its primary itemization, price, and other disclosure
requirements.

Mail Order Rule

In response to the growth of telemarketing, the Commission
amendeditsMail Order Rule, effective March 1994, toinclude orders
placed by telephone, fax or computer, as well as by mail.

900 - Number Rule

The Commission’ s900-Number Ruletook effect on November 1,
1993. The Rule implements the Telephone Disclosure and Dispute
Resolution Act of 1992, 15 U.S.C. 85701 et seg., and establishes
requirements for advertising and operating pay-per-call services, as
well as procedures for billing and collecting for such services.

Tire Advertising and Labeling Guides

The Commission amended its Tire Advertising and Labeling
Guides to allow advertisements to use terms other than retread to
designate that used or retreaded tires are not new, as long as the ads
do not misrepresent the tires performance, how they are
manufactured, or any other attribute.
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ORDER MODIFICATIONS
COMPETITION MISSION

o B N W A~ 00O

COMPETITION
MISSION (SUMMARY)
Title Number Aggt(;n Type of Matter Product or Service

Arkla, Inc. C3265 03/28/94 | Merger Natural Gas Transmission

General Motors Corporation C3132 10/29/93 | Merger Automobiles and Light
Trucks

Ingtitut Merieux S.A. C3301 04/22/94 | Merger Rabies Vaccine

Promodes S.A. D09228 01/28/94 | Merger Supermarkets

S.C. Johnson & Son, Inc. C3418 11/08/93 | Merger Home Care Products

Union Switch & Signal Inc. C0837 08/29/94 | Horizontal Restraints | Railroad Signaling
Equipment

COMPETITION MISSION

(DETAIL)

Arkla, Inc.

At the request of Arkla, the Commission reopened and modified
a 1989 consent order to redefine the natural gas transmission assets
Arklawasrequired to divest. Under the new order, Arklaisrequired
todivest anundivided interest in the gaspi pelinetransmission portion
of its pipelines that run from western Oklahoma to Arkansas and
Louisiana.
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General Motors Corporation; Toyota Motor Corporation

At therequest of General Motorsand Toyota, the Commission set
aside a 1984 consent order that limited the duration and annual
production output of small vehicles produced by their New United
Motor Manufacturing, Inc. joint venture. Thetwo firms showed that,
due to changed conditions in the industry and public interest,
continuance of the joint venture would not reduce competition in the
manufacture and sale of small and intermediate cars in the United
States.

Institut Merieux SA.

The Commission eliminated a provision in a 1990 consent order
requiring Pasteur Merieux Serumset VaccinesS.A. (formerly Institut
Merieux S.A.) to lease the rabies vaccine business acquired through
the 1989 acquisition of Connaught BioSciences, Inc. The
Commission terminated the leasing requirement after receiving
evidence that the entry of other firms into the market to distribute
rabiesvaccinesin the United Stateswould ensure that Merieux could
no longer be a dominant firm.

Promodes SA.

Promodes S.A.’s obligation to divest two Red Food Stores, Inc.
stores in Tennessee was terminated. The Commission determined
that Red Foods ability to compete was weakened by unanticipated
costs and losses after a trustee attempted unsuccessfully for 21
months to divest the stores.

S.C. Johnson & Son, Inc.

Johnson’ sobligationsto divest itsremaining international Renuzit
air-freshener business and to operate the business independently
under a hold-separate agreement were terminated. The Commission
found no competitive concerns, in the United States market for air-
freshener and furniture-care products, to justify retaining the
requirement. The U.S. assets had been divested previously to an
acquirer approved by the Commission.
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Union Switch & Signal Inc.

The Commission terminated a1964 consent order that prohibited
General Railway Signal Co. and Westinghouse Air Brake Co. from
entering into any agreement to fix prices, alocate customers or
markets, or exchange any nonpublic information in the manufacture
or sae of raillroad signaling and control systems. In its petition,
Union Switch & Signal Inc., successor to Westinghouse Air Brake
Co., contended that competition in the railroad signaling/equipment
market would be increased if Union Switch could be permitted to
engagein certainlicensing and distribution agreementswithitsparent
company and with other subsidiaries of its parent that would
coordinate their respective worldwide marketing efforts in a more
efficient manner.
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ORDER MODIFICATIONS
CONSUMER PROTECTION MISSION

CONSUMER PROTECTION MISSION (SUMMARY)

International

Title Number Asgtoen Type of Matter Product or Service
Service Corporation D09071 05/12/94 | Funeral Rule Funeral HomeS

CONSUMER PROTECTION  Service Corporation International
MISSION (DETAIL)

The Commission modified a 1976 order that prohibits Service
Corporation International, one of the largest operators of funeral
homes and cemeteries in North America, from charging customers
more than the funeral home's cost for specified items provided by
third parties and from misrepresenting that the purchase of a casket
for cremation is required by state law. The Commission deleted
administrative provisions that require the company to distribute a
copy of the 1978 order to its funeral homes and affected employees,
to provide prior notice to the Commission of certain changesin its
corporate organizations, and to notify the Commission by thetenth of
each month about the acquisition or sale of any funeral homesin the
preceding month.
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CONSUMER PROTECTION
MISSION

CONSUMER AND BUSINESSEDUCATION EFFORTS

The Office of Consumer and Business Education produced 24
new publications and 46 revised publications. Of these 70
publications, 3 were business booklets, 11 resulted fromjoint efforts,
7 were in Spanish, and 7 were special enclosures for consumer
complaint or redress letters. For National Consumers Week, the
Office developed a special newspaper supplement, Focus on Fraud,
and distributed 8,000 copies to Commission regiona offices and
requesting organizations for redistribution.

The Office distributed 19,000 copies of its business booklet,
Complying with the Funeral Rule, to funeral directorsnationally and
distributed approximately 12,700 copies of its industry guide,
Complying with the “900” Number Rule, to businesses. The
Commission distributed more than three million copies of its
education publications during the fiscal year.

The Office released a multimedia consumer education campaign
on auto repair. It included athree-part television video series, radio
public service announcements, and abooklet called Taking the Scare
Out of Auto Repair. The campaign, ajoint project with the National
Association of Attorneys General (NAAG) and the American
Automobile Association, wontwo prizesinthelnternational Mercury
Awards competition, onein video and the other in print. The booklet
also won a Blue Pencil Award from the National Association of
Government Communications(NAGC) andwasan NAGCfinalistin
the video category.

The Officea so did amultimediacampai gn concerning telephone
scams and older consumers with NAAG and the American
Association of Retired Persons. This campaign won a Silver Medal
in the International Mercury Awards.
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APPELLATE COURT REVIEW OF COMMISSION ACTIONS
COMPETITION MISSION

COMPETITION MISSION (SUMMARY)

Appellate Court Decisions
Title Number Aggtc;n Type of Matter Product or Service

Adventist Health System/West D09234 05/18/94 | Merger Inpatient Acute-care
Hospital Services

Harold A. Honickman D09233 02/03/94 | Merger Carbonated Soft Drinks

Occidental Petroleum D09205 01/12/94 | Merger Polyvinyl Chloride

Corporation

William F. Farley 8910036 | 12/15/93 | HSR Fabricated Textile
Products
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SUPREME COURT REVIEW OF COMMISSION ACTIONS
COMPETITION MISSION

COMPETITION MISSION (SUMMARY)

Supreme Court Decisions

Title Number Aggt%n Type of Matter Product or Service
Olin Corporation D09196 | 02/24/94 | Merger Pool Sanitizing
Chemicals
Ticor Title Insurance Company D09190 | 03/21/94 | Horizontal Restraints | Title Insurance
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COMPETITION MISSION
(DETAIL)

Adventist Health System/West

OnMay 18, 1994, the U.S. Court of Appealsfor theNinth Circuit
granted Ukiah Adventist Hospital’ smotion for voluntary dismissal of
itscomplaint to enjoin the Commission’ sadministrative proceedings
challenging its parent Adventist Health System/West's 1988
acquisition of Ukiah General Hospital. While Ukiah Adventist’ ssuit
was pending, the Commission dismissed itsadministrative complaint,
ruling that the evidence did not support the relevant geographic
markets challenged in the administrative complaint.

Harold A. Honickman

On February 3, 1994, the U.S. Court of Appeals for the District
of Columbia approved a stipulation and settlement of Honickman’'s
complaint that challenged the Commission’ sdenial of his petition to
acquire Seven-Up Brooklyn Bottling Company assets. Subject to
certain conditions, the Commission granted Honickman's request to
acquire licenses to distribute soft drink brands formerly carried by
Seven-Up Brooklyn in all or part of the New Y ork territory formerly
served by that company.

Occidental Petroleum Corporation

On January 12, 1994, the U.S. Court of Appeals for the Second
Circuit granted ajoint proposal to settle Occidental’ sappeal of a1992
Commission decision and final order requiring divestiture of
Occidental’ ssuspension polyvinyl chloride (PV C) plant in Pasadena,
Texas and the Burlington, New Jersey suspension and dispersion
PV C plant acquired from Tenneco Polymers, Inc. in 1986. Under
terms of the order, modified by the court, Occidental will divest a
PVCplantin Addis, Louisiana, instead of thefacility in Texas, within
12 months to a Commission approved acquirer. The modified order
also prohibits Occidental from acquiring any PVC assets in the
United States for a period of 10 years without receiving approval
from the Commission.
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Olin Chemical Company

On February 26, 1994, the Supreme Court denied Olin’ s petition
for certiorari. The Court’s ruling finalizes the Commission order
requiring Olin to divest the swimming pool sanitizing chemicals
business acquired in 1985 from FMC Corporation. The
Commission’s 1990 decision was affirmed on appeal in 1993 by the
Ninth Circuit.

Ticor Title Insurance Company

On March 21, 1994, the Supreme Court denied Ticor’s petition
for certiorari to review the Third Circuit’'s decision affirming the
Commission’s fina order. The Commission had ruled that Ticor’s
rate-making activities are not immune from the federal antitrust laws
under either the “ business of insurance” exception of the McCarran-
Ferguson Act or the Noerr-Pennington doctrine.

William F. Farley

In December, the U.S. Court of Appeals for the Seventh Circuit
reversed a decision by the district court, which had dismissed the
Commission's complaint alleging that William F. Farley violated the
Hart-Scott-Rodino reporting and filing requirements when he
acquired stock in West Point Pepperell, Inc. The District Court for
the Northern District of Illinois dismissed the complaint with
prejudice after the Commission declined to produce nine internal
documents protected by the work product and deliberative process
privileges.  Commission attorneys, acting under a special
authorization of the U.S. Attorney General, plan to refile the Section
7A chargeswith thefederal district court for adecision on the merits
of the complaint.
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ECONOMIC REPORTS

ECONOMIC WORKING
PAPERS

ECONOMIC REPORTS AND WORKING PAPERS

Economic Reports are major, published reports concerning
antitrust, consumer protection, or regulatory issues of policy interest
to the Commission. These reports usually contain original research
and entail a substantial commitment of resources.

Resale Price Maintenance: An Economic Study of the FTC's Case
Against Corning Glass Works, Pauline M. Ippolito and Thomas R.
Overstreet, Jr., January 1994.

This study was intended to help increase understanding of the
economic motivation for Resale Price Maintenance (RPM) when the
products at issue are relatively simple goods that do not fit the most
well-known efficiency rationalesfor the practice. Thestudy found no
evidence of collusion among Corning’'s dealers or competitors and
found that stock market movements and sale values for Corning and
some of its competitors do not support anticompetitivetheories. The
authors found the results “ consistent with the theory that RPM may
at times be used as a method of increasing distribution of simple
products sold through multiproduct dealers.”

Effects of Unfair Imports on Domestic Industries: U.S. Antidumping
and Countervailing Duty Cases, 1980-1988, Morris E. Morkre and
Kenneth H. Kelly, February 1994.

This study analyzed the effects of dumped and/or subsidized
imports on the domestic industries with which they competed. The
authors found that, in nearly 90% of the 179 cases analyzed, unfair
imports caused reductions of less than 10% in domestic industry
revenue.

Economic Working Papers are preliminary, unpublished
manuscripts, resulting from original research by staff. These reports
typically entail relatively minor allocations of officia time.

Antitrust: Results from the Laboratory, (WP#202), Charissa P.
Wellford, October 1993.

The Antitrust Implications of Entry by Small-Scale Hospitals,
(WP#203), John Simpson, October 1993.
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Vertical Contracts as Strategic Commitments, (WP#204), Cindy R.
Alexander and David Reiffen, December 1993.

Disentangling Regulatory Policy: The Effectsof Sate Regulationson
Trucking Rates, (WP#205), Timothy P. Daniel & Andrew N. Kleit,
July 1994.

Reversing Roles. Sackelberg Incentive Contract Equilibrium,
(WP#206), Richard E. Ludwick, Jr., July 1994.

Merger Analysisinthe Courts, (WP#207), Malcolm B. Coate, August
1994.
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ADVOCACY FILINGS (SUMMARY)

N : Commission
Matter Number | Agency/State/Organization Subject/Issue Authorization Date
vosooe | Federa Communications AT&T Price Cap Regulation 10/25/93
Commission
vosooo | Federal Communications AT&T Petition 11/23/93
Commission
V940004 Louisiana Embal ming Requirement 01/14/94
V940007 Mississippi Lawyer Advertising 01/14/94
V940006 Food and Drug Administration Sunscreen Monograph 02/07/94
V940009 Indiana Auto Brokering Prohibition 02/18/94
PO44801 | Federal Reserve Board Federal Reserve L easing 02124/94
Regulations
V940003 | South Carolina Legisiative Audit: Utility 02/28/94
Regulation
) Preneed Funeral & Cemetery
V940010 Pennsylvania Contracts 03/28/94
V940011 Cdlifornia Auto Dedler Regulation 04/29/94
V940014 Federal Maritime Commission Competition Guidelines 05/19/94
V940015 Cdlifornia Electric Power Regulation 06/08/94
V940012 American Bar Association Comml_s'_aon on Lawyer 06/24/94
Advertising
Unfair Trade Practices under
vodoo1s | Breau of Alconol, Tobaccoand | peery Alconol 07/27194
Administration Act
V940017 | Federal Aviation Administration [ A7POT Retesand Charges 00/13/94
V940019 International Trade Commission Effects of Import Restraints 09/29/94

The following items represent projects that have been closed without a comment being produced:

V930025: Kansas, “Any-Willing-Provider” Bill
V940008: North Dakota, Health Care Regulations
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NATIONAL
ORGANIZATIONS

FEDERAL AGENCIES

ADVOCACY FILINGS (DETAIL)
American Bar Association: Commission on Lawyer Advertising

Commission staff submitted comments to the American Bar
Association’s Commission on Lawyer Advertising.  The comments
recommended that some degree of regulation may be necessary to
ensure against deception, especially on aspectsof legal servicesabout
which consumers are not well informed. Some rules addressed to
particular risks of misrepresentation may be too broad, however, and
risk preventing the communication of truthful, nondeceptive
information that consumersmay find useful. Staff al so suggested that
broad rules to enforce criteria of dignity may prevent the
communication of useful, nondeceptiveinformation and may bemore
restrictive than necessary to promote the values at issue. In general,
the staff cautioned that restrictions inhibiting competition and
consumer choice could impose costs that should be considered
carefully.

Bureau of Alcohol, Tobacco and Firearms. “ Exclusion” Inquiry

Commission staff filed comments in response to a Bureau of
Alcohol, Tobacco and Firearms (BATF) notice of proposed
rulemaking which solicited comments about proposed rulesto define
exclusion under the Federal Alcohol Administration Act. BATF
proposed that exclusion of a supplier should not be found unless a
threat to retailer independence is demonstrated. Staff stated that this
proposal could be consistent with efforts to promote a competitive
marketplace, if reductioninretailer independencewere dueto another
supplier’s exercise of market power. Staff recommended that
defining exclusion by reference to reduction in purchases from
competitors will aways be ambiguous. Instead, the focus should be
on suppliers’ acts that exclude their competitors by unreasonably
restraining retailers choices.

Federal Aviation Administration: Rates Policies
Thestaff of the Bureau of Economicsfiled commentsin response
to a Federal Aviation Administration (FAA) notice of proposed

rulemaking which sought comments on policiesto govern the setting
of airport rates and charges. The staff recommended that a policy
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requiring that prices reflect historical costs could frustrate the effort
to use airport resources efficiently. According to the comment, in
order to promote efficient utilization of airport facilities, the FAA
should consider alternative cost-of -service ratemaking methods, such
as price-cap regulation, that would permit the establishment of rates
and charges that better reflect opportunity costs of resources.

Federal CommunicationsCommission: AT& T Price Cap Regulation

Thestaff of the Bureau of Economicsfiled commentsin response
to aFederal Communications Commission (FCC) notice of proposed
rulemaking which sought comments concerning proposals to revise
pricecaprulesfor AT&T. The commentswere based on aBureau of
Economics study of the extent to whichindividual firms, particularly
AT&T, could exert market power for long distance services. Staff
supported proposals that would remove price caps from and
streamline FCC regul ation of optional long distance calling plansand
commercia long distance services. Suggested benefits include
savingsin administrative costs, expedition of new servicesand price
reductions, adecreasein regulatory delay, and anincreasein flexible
pricing, competition, and incentivesto initiate proconsumer priceand
service changes.

Federal Communications Commission: AT& T Petition

Thestaff of the Bureau of Economicsfiled commentsin response
to a Federa Communications Commission notice of proposed
rulemaking, which sought commentsonan AT& T petitiontoremove
its classification as a“dominant” carrier. AT&T has requested that
it be classified as a“nondominant” carrier and that it be regulated in
the same manner as its interexchange competitors. The staff filed a
Bureau of Economicsempirical assessment of AT& T’ smarket power
in the long distance telecommunications market and asked that the
study be considered in FCC'’ s deliberations on this issue.

Federal Maritime Commission: Competition Guidelines
The staff of the Bureau of Economics filed comments with the
Federal Maritime Commission (FMC), which isconsidering whether

to issue guidelines about its competition policies under the Shipping
Act of 1984. The comments recommended that the FM C challenge
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particular objectionable provisions contained in ocean carrier rate-
making agreements, rather than challenge entire agreements; that the
FMC use merger and antitrust joint venture analysis in assessing
competitive effects under the Shipping Act; and that the FMC
interpret the Shipping Act to address agreements that prevent rate
reduction or service improvements.

Federal Reserve Board: Leasing Regulations

The Bureau of Consumer Protection staff filed comments in
response to a Federal Reserve Board notice of proposed rulemaking
concerning proposalsto revise Regulation M, which implementsthe
Consumer Leasing Act. Staff supported the Board’s proposal for a
segregation requirement, stating that the segregation of lease
disclosures could benefit consumers by making information readily
apparent and easily accessible. The Commission also suggested the
use of atoll-free number to provide some of the required disclosures
in media advertising.

Food and Drug Administration: Sunscreen Products Monograph

The staff of the Bureau of Consumer Protection filed comments
with the Food and Drug Administration (FDA) concerning proposed
rulesrequiring specificlabeling language on sunscreen products. The
staff concluded that some aspects of the FDA’s proposal include
terms and phrases for labels that may, unintentionally, misinform
consumers about the level or type of protection that sunscreen
products provide. Because the potentially serious health
consequences that can result if consumers misinterpret sunscreen
labeling, the FDA should conduct consumer research into how
consumers interpret the proposed language and to test whether
modified language might better inform consumers.

International Trade Commission: Effects of Unfair Imports

The staff of the Bureau of Economics testified before the
International Trade Commission about the effects of orders in
countervailing duty and dumping cases. The testimony described a
Bureau of Economics report issued earlier in the year that identified
decreases in domestic industry revenues due to unfairly dumped or
subsidized imports.

150



Advocacy Filings

Appendix

STATES California: Auto Dealer Regulation

The San Francisco Regiona Office filed comments with the
California State Assembly concerning a bill that would clarify the
status of businesses that offer the service of brokering new vehicle
sales. According to the staff, the bill would enable businesses, such
as individual brokers, credit unions, and buying clubs, to compete
more effectively and would benefit California consumers by saving
them money and inconvenience. Staff supported the bill but
suggested that the ban on naming particular makes or models in
advertisements could leave brokering services a a competitive
disadvantage and increase consumers' COsts.

California: Public Utilities Commission Electric Power Proposal

The staff of the Bureau of Economics filed comments with the
Cdlifornia Public Utilities Commission concerning a proposal to
permit retail wheeling of electric power. The comments included a
Bureau of Economics study of competition issues in electric power
and a copy of an earlier comment filed with the Illinois Commerce
Commission on price-cap regulation. According to the staff
comments, to promote competition in the power generation industry,
artificial barriersto entry should be removed and traditional rate-of-
return regulation should be reviewed. The comments also
recommended that the regulators should position themselves to deal
flexibly with competition in the transmission and distribution of
electric power asincreased competition in these areas becomes more
feasible in the future.

Indiana: Auto Brokering Prohibition

The Chicago Regiona Office filed comments with the Indiana
House of Representatives concerning abill that would ban brokering
of new vehicle transactions. The bill would prevent anyone except
dedlers and owners from negotiating sales or leases of new cars and
trucks, thereby prohibiting many of the car sales activities now
sponsored by credit unions, buying clubs, and other organizations.
The comments suggested that brokers can save consumers money in
purchases and in search costs and that car dealers may participate
with credit unions, buying clubs, and referral servicesto offer carsat
reduced prices, gaining accessto customersand potentially increasing
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volume. The comments concluded that prohibiting brokering of new
vehicle transactions would likely reduce competition and deprive
consumers of cost savings.

Louisiana: Embalming Requirement

The Bureau of Consumer Protection filed commentsin response
to a proposa by the Louisiana Board of Embalmers and Funeral
Directorsto amend itsrulesgoverning theremoval of bodiesfromthe
state. The proposed rule would require that, with some exceptions,
a body could not be removed from the state unless it was first
embalmed or cremated. The comments suggested that this
requirement could force consumers to purchase services that they
neither need nor want and could increase the costs borne by residents
of other states arranging funerals for their relatives who die in
Louisiana

Mississippi: Lawyer Advertising Rules

The staff of the Office of Consumer and Competition Advocacy
filed comments in response to a Mississippi Supreme Court Order
concerning proposed amendmentsto the state bar’ sdisciplinary rule
on advertising. The comments noted that the amendments would
restrict standards governing attorney advertising and that several of
the proposals may restrict the flow of truthful and useful information
to consumers. The comments suggested that the Court consider
modifying the rules to permit a wider range of truthful
communicationsand to narrow their prohibitions, targeting only those
representationsthat poseaclear likelihood of consumer injury or that
otherwise violate significant public policy objectives in a way
injurious to consumers.

Pennsylvania: Preneed Legisation

The Cleveland Regional Office submitted comments to the
Pennsylvanialegislature concerning a bill to revise the state's laws
regulating preneed sales of funeral and cemetery goods and services.
Among other things, the bill would requirethat all or nearly al of the
proceeds of such sales be deposited into atrust fund. The comments
cautioned that a completely trusting approach may unintentionally
retard the introduction and development of innovative forms of
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competition. Asan alternative, the comments suggested that preneed
sellers be alowed to post a performance bond, under which athird-
party guarantor would agree to pay the contract amount if the seller
did not deliver at the time of need and that the legislature consider
only requiring that prices for separate items in preneed contracts be
no greater than, rather than identical to, the prices on the providers
lists.

South Carolina: Utilities Regulation

The staff of the Bureau of Economics filed comments with the
South Carolina Legidative Audit Council regarding the statutes and
regulations pertaining to the state’ s Public Service Commission that
govern the trucking, telecommunications, and electric power
industries. The comments recommended relaxing restrictions on
entry into motor carrier markets, permitting incumbent telephone
utilities more flexibility to adjust prices in response to new
competition, and pursuing alternativesto rate-of -return regulation for
telephone utilities. The staff comments recommended that those
portions of the statutes that require traditional rate-of-return
regulation and construct artificial barriersto entry should be revised
in order to promote competition in the el ectric power industry.
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INDEX OF CASESLISTED IN THE APPENDI X
Respondent Name

A & G Auto Sales

A-1 All County Electric, Inc. (See - AAA Quality Electric, Inc.)

AA Investments (See - Denny Mason)

AAA Quality Electric, Inc.

ABBA Electric, Inc. (See - AAA Quality Electric, Inc.)

Abbott Laboratories

Abram Epstein

Academic Guidance Services, Inc.
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William Jervis (See - Telefunders for the Gleaners)

William F. Lawler

William E. Taylor

Willie E. Lennon

Winner’'s Circle of Chicago, Inc.

Wolf Consulting

Wolf Group

World Wide Classics, Inc.

World Wide Classics of Indiana, Inc.

Worldwide Credit, Inc.

Wyatt Marketing Corporation, Inc.

Y olanda Del Dotto
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121
122
79
82
74
96
103
134
33
65
85
140
83

85
60
77
85
109
86
109
109
86
66
121



