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SAAB-SCANIA OF AMERICA , INC.

CONSENT ORDER IN REGARD TO ALLEGED VIOLATION OF SEC. 5 OF THE

FEDERAL TRADE COMMISSION ACT
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This consent order requires an Orange, Conn. wholly-owned subsidiary of a Swedish
automobile company, among other things , to make repairs or reimburse consumers
for costs they incurred because of paint problems with Saab cars assembled at the
company s factory in Malines , Belgium , from 1976 to 1978. The offer to repair or
reimburse wil be made to consumers who bought a new Belgian-made Saab after

Dec. 31 , 1977 and to subsequent owners who bought their vehicle within the first
36 months after the original purchase. The repair or reimbursement cost will be
up to $2 000 per car, except for cars purchased in Massachusetts. The Attorneys
General in Massachusetts, Maine and Vermont have reached separate agreements
with Saab in those states over the paint problem , but Saab consumers in Maine
and Vermont are eligible for the repair or reimbursement program.

Appearances

For the Commission: Elou;e Gore.

For the respondent: Jeremy G. Zimmermann and Linda L. Randell
Wiggin Dana, New Haven , Conn.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission, having reason to believe that Saab-Scania of
America, Inc. , a corporation , hereinafter sometimes referred to as
respondent, has violated the provisions of said Act, and it appearing
to the Commission that a proceeding by it in respect thereof would be
in the public interest, hereby issues its complaint stating its charges
in that respect as follows:

PARAGRAPH 1. Respondent Saab-Scania of America, Inc. , is a Con-
necticut corporation, with its principal offce and place of business at
Saab Drive, Orange, Connecticut.

PAR. 2. Respondent is now, and has been , engaged in the advertis-
ing, offering for sale , sale, and distribution of Saab automobiles to
authorized dealers for sale to members of the public.

PAR. 3. In the course and conduct of its aforesaid business , respond-
ent causes and has caused automobiles to be shipped to dealers in
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various states, and therefore maintains , and at all times mentioned
herein has maintained, a substantial course of trade in or affecting
commerce, as t!commerce" is defined in the Federal Trade Commis-
sion Act.

PAR. 4. Among the automobiles that respondent offered for sale
sold , and distributed were 1976 through 1978 model year Saab au-
tomobiles that were assembled at respondent's factory in Malines
Belgium.

PAR. 5. These Belgium-assembled Saabs were subject, in a signifi-
cant number of instances , to a paint condition which resulted in the
incomplete adhesion of the exterior paint to the underlying metal.
This paint condition causes the paint later to lift , peel , or blister. The
paint condition does not include paint problems or rust caused by
accident, normal road hazard, or other external conditions.

PAR. 6. The paint condition described in Paragraph Five is costly to
repair and significantly diminishes the economic value ofthe automo-
bile.

PAR. 7. On or before December 31 1977, respondent knew or should
have known that a significant number of its Belgium-assembled Saab
automobiles were subject to the paint condition described in Para-
graphs Five and Six.

PAR. 8. Even after respondent knew or should have known that a

significant number of Belgium-assembled Saab automobiles were sub-
ject to the paint condition described in Paragraphs Five and Six
respondent failed to disclose to prospective purchasers of Belgium-
assembled Saab automobiles, facts about the existence, nature, ex-

tent, likelihood of occurrence, or cost of correcting the paint condition.
PAR. 9. The facts described in Paragraph Eight would have been

material to many purchasers because such facts , if known, likely
would have affected their decisions concerning the purchase of Saab
automobiles. Absent disclosure of these facts, purchasers could not
otherwise reasonably determine that the paint condition was likely to
occur or take action to avoid the economic injury attendant to the

paint condition.

PAR. 10. Respondent's failure to disclose the material facts de-
scribed in Paragraph Eight, above , to purchasers ofSaab automobiles
has and has had the capacity and tendency to mislead members of the
public, particularly those who purchased Belgium-assembled Saab
automobiles after December 31 , 1977.

PAR. 11. Respondent's actions described above have caused substan-
tial and ongoing injury to consumers that is not outweighed by coun-
tervailing benefits to consumers or competitors and is not reasonably
avoidable by consumers.

PAR. 12. The acts and practices of respondent in failing to disclose
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material facts as alleged above were and are to the prejudice and
injury ofthe public and constitute unfair or deceptive acts or practices

in or affecting commerce in violation of Section 5 ofthe Federal Trade
Commission Act as amended.

DECISION AND ORDER

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

ing thereafter executed an agreement containing all the jurisdiction-
al facts set forth in the aforesaid draft of complaint, a statement that
the signing of said agreement is for settlement purposes only and does
not constitute an admission by respondent that the law has been
violated as alleged in such complaint, and waivers and other provi-
sions as required by the Commission s Rules; and

The Commission having considered the matter and having deter-
mined that it had reason to believe that the respondent has violated
the said Act , and that complaint should issue stating its charges in
that respect, and having thereupon accepted the executed consent
agreement and placed such agreement on the public record for a
period of sixty (60) days, and having duly considered the comments
fied thereafter by interested persons pursuant to Section 2.34 of its
Rules , now in further conformity with the procedure prescribed in
Section 2. 34 of its Rules , the Commission hereby issues its complaint
makes the following jurisdictional findings and enters the following
order:

1. Respondent Saab-Scania of America, Inc. (Saab) is a corporation
organized , existing and doing business under the laws of Connecticut
with its ofIce and principal place of business located at Saab Drive
Orange, Connecticut.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent , and the proceeding
is in the public interest.
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ORDER

For the purposes of this order, the following definitions shall apply:

1. Saab means Saab-Scania of America, Inc. , its successors and
assigns.

2. Saab-Scania AB means Saab-Scania AB, of Sweden, the parent
corporation of Saab-Scania of America, Inc.

3. Motor vehicle means a passenger car.
4. Belgian Saab means a Saab motor vehicle that was assembled at

the factory of Saab-Scania AB in Malines, Belgium and that was
delivered to the first retail purchaser on or after January 1 , 1978, as

indicated by the date the warranty period began according to Saab'
records.

5. Paint condition means the incomplete adhesion of the exterior
paint to the underlying metal of a Belgian Saab causing the paint

later to lift, peel, or blister. This term does not include paint problems
or rust caused by accident, normal road hazard, or otber external
conditions.

6. Repair means the performance of all tasks necessary to restore
completely the area where the paint condition exists , whether visibly
or latently. The repair includes, but is not necessarily limited to
stripping the paint on the exterior surface ofthe motor vehicle to the
sheet metal surface; correcting aJl rusting; and preparing, priming
and repainting the surface in a color matching the exterior body color.

7. Complete repair is a repair which was performed by Saab at no
charge to the owner and which was valued at $800 or more according
to Saab's records.

8. Person means any individual, partnership, corporation , firm
trust, estate , cooperative, association, or other entity.

9. Dealer means any person who, pursuant to a sales and service
agreement with Saab , purchases or receives on consignment motor
vehicles from Saab for resale or lease to the public, including any
dealer owned or operated by Saab.

10. Months- in-service is calculated as beginning on the date on
which Saab or a dealer delivered the motor vehicle to the first retail
purchaser.

11. Warranty period means the first twelve months-in-service.
12. Owner means any person who lawfuJly acquired custody and/or

possession of a Belgian Saab within the vehicle s first 36 months-in-
service. This term includes , but is not limited to, any past or current
registered owner or person acting on such owner s behalf. This term
does not include a dealer or person in temporary possession of the

vehicle by right of a lien.
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13. Original owner means that owner who was the first retail pur-
chaser.

14. Subsequent owner means any owner who owned a Belgian Saab
after the original owner.

15. Attorney General settlement means any formal or informal
agreement with the Attorneys General of the states of Maine, Massa-
chusetts, or Vermont.

It is ordered, That respondent, Saab-Scania of America, Inc. , a cor-
poration, its successors and assigns, and its offcers, agents, represent-
atives, and employees, directly or through any corporation
subsidiary, division , or other device, in connection with the advertis-
ing, offering for sale , sale or distribution in the United States of any
motor vehicle, in or affecting commerce as ucommerce" is defined in
the Federal Trade Commission Act, do forthwith cease and desist
from failing to:

NOTIFICATION

A. Identify owners to be notiied of their potential eligibility for
repair of the paint condition and/or reimbursement for past repairs
to correct the paint condition , as specified below:

1. Each original owner shall be notified except: a) any owner who
has received a complete repair of the paint condition or b) any owner
who purchased his/her Belgian Saab in a state in which there was an
Attorney General settlement; and

2. Saab will use its own records to obtain the names and addresses
of original owners to be notified;

B. Within sixty (60) days after the date of the service of this order
send, by first-class mail in an envelope on which is disclosed the
vehicle identification number (VIN), to each original owner, as identi-
fied in Paragraph LA. , a self-addressed, postage pre-paid envelope and
a copy of the Notice Package (using the exact language and format
used in Attachment A) which shall include: a) one (1) copy of the
Notice of Program to Determine Eligibility for Free Repair or Reim-

bursement " b) one (1) copy of the "Request Form" and c) one (1)
self-addressed, postage pre-paid postcard;

C. Within thirty (30) days of an inquiry or sixty (60) days after the
date of service of this order, whichever is later, send the Notice Pack-
age to each owner of a Belgian Saab who inquires of Saab or one of
its dealers about Saab's program for repair and reimbursement due
to the paint condition; however, it shall not be necessary to mail the
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Notice Package if the owner states that the paint condition did not
appear within the first 36 months-in-service or that he/she did not
own the Belgian Saab within the first 36 months-in-service or that
he/she previously received a complete repair;

D. Within thirty (30) days of identification, send a copy ofthe Notice
Package and return envelope , as described in Paragraph LB. , by first
class mail to each subsequent owner of a Belgian Saab that has been
identified by an original owner as having been sold within the first
36 months-in-service or within an unspecified time; provided that, if
the original owner fails to specifically or completely identify the
subsequent owner by name and/or address , Saab shall expeditiously
attempt to identify the name and address of the current owner ofthat
Belgian Saab, based on the Vehicle Identification Number, using ei-
ther Saab's corporate or dealer records or state motor vehicle records
and send the Notice Package to that address within thirty (30) days
of identifying the current owner;

E. For any Notice Package (other than those sent pursuant to Para-
graph LF.) that is returned to Saab as being undeliverable , make a
reasonable attempt to obtain the original owner s present address and
send the Notice Package and return envelope by first class mail to
that address; however, if unable to locate the original owner , send the
Notice Package and return envelope by first class mail to the person
identified as the current owner of that Belgian Saab based on the
Vehicle Identification Number in Saab' s corporate or dealer records
and, if unable to so identify and locate the current owner, take addi-
tional steps to make a reasonable attempt to obtain the current own-

s present address and send the Notice Package and return envelope
by first class mail to that address; however, such additional attempts
need not include use of a commercial locator service except as pro-
vided in Paragraph LF.

F. Use a commercial locator service to endeavor to obtain correct
addresses and locate owners if, at any time within ninety (90) days of
the date the Notice Packages were sent, as provided in Paragraphs
LB. and LD. , Saab learns from dealers, the United States Postal Ser-
vice, or otherwise that the Notice Packages have not been or wil not
be delivered to twenty percent (20%) or more of the number of owners
eligible pursuant to Paragraph LA.

INSPECTION

G. Within sixty (60) days after the owner submits the Request Form
to Saab requesting an inspection , schedule and perform inspections of
each Belgian Saab for which:

1. the owner has completed and mailed to Saab the Request Form
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requesting inspection/repair within sixty (60) days after Saab sent the
Notice Package to this owner;

2. the owner can provide reasonable proofthat he/she owned and/
or legally possessed the Belgian Saab within its first 36 months-in-
service; and

3. the owner has stated in a signed statement that the paint condi-
tion occurred within the first 36 months-in-service;

H. Have a representative of Saab conveniently available to the
owner to arrange for inspections and repairs, to review documenta-
tion , and to determine eligibility for repair;

REPAIR

L Determine which owners are eligible for repair based upon the
following criteria:

1. the owner owned the Belgian Saab within the first 36 months-in-
service;

2. the paint condition occurred within the first 36 months-in-ser-
vice;

3. the owner owned the Belgian Saab at a time when the paint
condition occurred;

4. the owner has not previously received a complete repair; and
5. the original owner did not purchase the Belgian Saab in Massa-

chusetts;
J. Except as provided in Paragraphs LK. and LM. , send by first class

mail within thirty (30) days after the inspection , described in Para-
graphs LG. through LH. , to each owner whose Belgian Saah was
inspected , a letter informing the owner whether he/ she is eligihle for
repair, and if not eligible, the reasons therefor, which letter shall
contain the following:

1. Ifthe owner s Belgian Saab is eligible for repair: a) what Saab will
do to repair the paint condition; b) when Saab will provide repair
which shall not be at a time greater than sixty (60) days after receipt
of the owner s request for repair following Saab's notification to the
owner of his/her eligibility; c) where the repair wil be provided
whether at a dealership or other location convenient to the owner; d)
how the owner can arrange the date and time for the repair, or set
the date and time for the repair with allowance for change by the
owner if necessary; e) how long the owner has to respond and request
repair, but this period shall not be less than thirty (30) days from the
date the owner receives this letter nor more than forty-five (45) days
after Saab sends it; and D whom the owner should contact with ques-
tions about the repair procedure, with appropriate telephone num-
ber(s) and addressees); and



410 Decision and Order

2. If Saab rejects the request for repair: a) the reason(s) why the
request was rejected and (b) instructions on how the owner can seek
reconsideration of the rejection by Saab within forty-five (45) days of
the date Saab mails this letter rejecting the repair request;

K. At its option, authorize dealers to arrange for performing repairs
simultaneously with or immediately following the inspection; pro-
vided that such arrangements shall be at a time and place mutually
convenient to the owner and the dealer, and if such arrangements are
not made at the time of inspection , comply with the notification re-
quirements as set forth in Paragraph LJ.

L. Repair the paint condition on each eligible Belgian Saab at no
cost to the owner within sixty (60) days after the owner requests an
appointment for repair following Saab's notification to the owner of
his/her eligibility; provided that:

1. the owner has not accepted any offer of cash settlement made by
Saab, as set forth in Paragraph LM. , ifSaab makes such an offer; and

2. Saab shall not be responsible or liable under this order for repair
costs in excess of $2000.00 per Belgian Saab;

CASH SETTLEMENT

M. At Saab's option , offer the owner a cash settlement in lieu of
repairs, as follows:

1. Any offer for a cash settlement shall be made to the owner in
writing and shall be sent by first class mail to the owner, in duplicate
within thirty (30) days after the inspection and include a self-ad-
dressed, postage-paid envelope;

2. The offer shall explain that the owner may accept the cash settle-
ment by signing and returning one (1) copy ofthe written offer within
thirty (30) days in the envelope provided;

3. Saab may determine the amount of the cash settlement, but the
letter, as described in Paragraph 1.M. , must include: a) an explana-
tion that accepting the cash settlement nullifies the owner s right to
a free repair; b) what Saab would do to repair the paint condition if
the owner does not accept the cash settlement and the other informa-
tion as required by Paragraph I.J. 1. and 2. ; c) Saab's estimate of the
cost of repairing the vehicle if the owner has the repair made on
his/her own; and d) instructions on how to obtain the cash settlement;

4. Ifthe owner accepts Saab' s offer, Saab shall send the cash settle-
ment within thirty (30) days of receiving the owner s acceptance;

5. If the owner does not accept the offer within the later of thirty
(30) days after the owner receives it or forty-five (45) days after Saab
sends it, Saab shall perform its obligations to repair, as set forth in
Paragraph 1.1. as if no cash settlement had been offered;



418 FEDERAL TRADE COMMISSION DECISIONS

Decision and Order 107 F.

RECONSIDERATION OF REJECTION

N. Within thirty (30) days after an owner requests reconsideration
pursuant to Paragraph LJ. , review the rejected request and either a)
determine that the owner does not qualify for repair and send to the
owner by first class mail a second letter describing the reason(s) for
the rejection; or b) determine that the owner does qualify for repair
and notify the owner and provide repairs as set forth in Paragraphs

J. and LL. or offer cash settlement as set forth in Paragraph LM.

REIMBURSEMENT

O. Determine which owners are eligible for reimbursement for past
repairs based upon the following criteria:

1. the paint condition occurred within the first 36 months-in-ser-
vice;

2. the owner owned the Belgian Saab within the first 36 months-in-
service;

3. initial repair(s) was (were) attempted within the first 42 months-
in-service;

4. the owner has not previously received a complete repair;
5. the original owner did not purchase the Belgian Saab in Massa-

chusetts;
6. the owner provides adequate documentation of the amount of

expenses incurred and evidence that the expenses incurred were due
to the paint condition; provided that a) such documentation and evi-
dence shall include but is not limited to itemized receipts for work
done by dealers, auto body shops, or other providers of repairs; or
cancelled checks paid to dealers, auto body shops, or other providers
of repairs if accompanied by related evidence of prior contact with
Saab or a dealer regarding the paint condition; or other records rea-
sonably demonstrating that the owner s Belgian Saab had the paint
condition and was repaired either partially or completely and b) Saab
shall instruct its dealers to provide , upon request, copies of repair bils
or receipts for repairs performed by or through a dealer to assist the
owner in obtaining documentation; and

7. the owner s request for reimbursement is mailed within sixty (60)
days after the date Saab sent the Notice Package to this owner;

P. Within thirty (30) days after the owner has returned to Saab the
Request Form requesting reimbursement and submitted evidence of
repair expenses , as described in Paragraph 1.0.4. , reimburse in person
or by first class mail each eligible owner of a Belgian Saab for all
reasonable repair expenses (not to exceed $2 000.00) incurred for at-
tempts to eliminate the paint condition, whether or not they eliminat-
ed the condition;
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Q. In each instance where Saab rejects an owner s request for reim-
bursement or reimburses an amount less than the amount requested
provide the owner, in writing, within thirty (30) days after Saab re-
ceives the owner s request for reimbursement: 1) the specific reasons
for the decision; and 2) how the owner may seek reconsideration by
Saab;

LIMITATIONS

R. In the event that an owner (or owners) qualifies for both repair
and reimbursement, provide free repairs and reimbursement as out-
lined in Paragraphs LL. and LP. ; however, Saab shall not be responsi-
ble or liable under this order for a total of reimbursement and repair
costs in excess of $2000.00 per Belgian Saab, and if the total amount
for which the owner(s) would be eligible would exceed $2000. , offer
the owner(s) the choice of how to allocate the money as between repair
and reimbursement;

S. Saab shall have no obligations under this order

(1) to any owner who has received a Notice Package from Saab
unless the owner has notified Saab of a request for inspection , repair
or reimbursement within sixty (60) days of the owner s receipt of the
Notice Package; or

(2) to any owner who has not received a Notice Package from Saab
unless the owner has requested information from Saab concerning
inspection , repair , or reimbursement related to the paint condition
within 240 days from the date of Saab' s initial mailing of the Notice
Package to original owners pursuant to this order.

II.

NOTICE TO DEALERS

It is further ordered That, within twenty (20) days after the date of
service of this order, Saab shall:

A. Provide to every dealer a copy of the "Notice to Dealers" as
provided in Attachment B to this order; and

B. Notify all dealers in writing to forward owner inquiries , as de-
scribed in Paragraph LC. , to Saab within five (5) business days after
the owner inquires.

It further ordered That for three (3) years after the date of service
of this order, Saab shall maintain and upon request make available
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to the Federal Trade Commission for inspection and copying, docu-
ments demonstrating compliance with this order, including but not
limited to:

A. a log stating the name and address of each owner sent the Notice
Package, the date on which the Notice Package was sent, the date of
any response(s), and the nature and date of Saab's ultimate disposi-
tion of the owner s request for repair or reimbursement;

B. copies of all correspondence and other communications to , from
or concerning any such owner;

C. the name and last known address of each original owner known
to Saab who was not sent a Notice Package and the reason why the
Notice Package was not sent; and

D. all documents relied upon , or concerning, any decision by Saab
about inspecting, repairing, or oflering a cash settlement for the paint
condition.

IV.

It is further ordered That Saab shall notify the Commission at least
thirty (30) days prior to any change in its corporate structure , such
as dissolution , assignment or sale resulting in the emergence of a
successor corporation, the creation or dissolution of subsidiaries, or
any other change in the corporation which may affect compliance

obligations arising out of this order.

It is further ordered That Saab shall, within 65 days and 510 days
after the date of service of this order, fie with the Commission re-
ports , in writing, setting forth in detail the manner and form in which
it has complied with this order.

ATTACHMENT A

Notice Of Program To Determine Eligibility for
FREE REPAIR or REIMBURSEMENT

(DATE SENTl

Dear Saab Owner:

You may be eligible for a free repair or reimbursement for past repairs if your Saab
developed a particular paint condition that occurred on a percentage of Saab automo-
biles built before 1979. It appears that the paint finish on some Saabs that were
assembled in Belgium was not up to the usual high quality of Saab automobiles.

On some of these Belgium-assembled Saabs , the paint may lift or blister, sometimes
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causing rust to form. The paint condition was caused by incomplete adhesion of the

paint to the sheet metal. This condition is different from rusting that may result from
road conditions, such as snow and salt. To repair the paint condition properly, affected
body panels should be stripped to the sheet metal surface and prepared, primed and
repainted. The paint condition does not affect the performance , operation , or safety of
the car.

Because Saab-Scania has a continuing interest in the quality of our cars and the
satisfaction of our customers , we have agreed with the Federal Trade Commission that
under certain circumstances we wil offer free repairs or reimbursement for repairs
previously performed at your expense. It will be necessary to inspect your car to
determine eligibility for free repairs.

You need not be the original owner or own the car now to be eligible. But , you must
meet the following conditions and return the attached form within 55 days of the date

of this letter.
YOU MAYBE ELIGIBLE FOR INSPECTION and FREE REPAIR IF:

. your car was originally purchased on or after January 1 , 1978

. the paint condition appeared within 36 months after the car was delivered to the
first owner, and

. the car was never repaired or a partial repair was attempted and the condition
reoccurred.

IF YOU REQUEST INSPECTION AND FREE REPAIR:

. Please complete the enclosed form and send it to us within 55 days of the date of
this letter.

. We will get back to you within 60 days of receiving your completed form with the
results of our review.

. We may then schedule a date for inspection of your car at a Saab dealer in your
area.

. Within 30 days after the inspection , we wil tell you whether and how your car will
be repaired.

YOU MAYBE ELIGlBLE FOR REIMBURSEMENT IF:

. your car was originally purchased on or after January 1 , 1978

. the paint condition appeared within 36 months after the car was delivered to the
first owner , and

. you paid for a repair that was performed within the first 42 months.

IF YOU REQUEST REIMBURSEMENT:

. Please complete the encJosed form and send it to us, with copies of all your support-
ing documentation, within 55 days of the date of this letter.

. We wil get back to you within 30 days of receiving your completed form with the
results of our review.
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. If we approve your request, in whole or in part , we will include a check for your
reimbursement.

. Ifwe do not approve your request , in whole or in part , we will tell you the specific
reasons for our decision.

If you believe you qualify for repair, reimbursement or both , please complete and sign
the enclosed form and return it to us in the return envelope we have provided for your
convenience. To be eligible for free repair or reimbursement you must return the form
with any necessary documents within 55 days of the date of this letter.

If you have any questions about this letter or Saab' s offer , please call us at 203-795-
5671 and ask to speak to our National Consumer Relations Coordinator.

V cry truly yours

Saab-Scania of America , Inc.

/s/ Alex S. Lieuwma
National Service Manager

S. In order to be sure we reach all Saab owners who may be eligible for repair or
reimbursement, we need your help. If you sold your Saab within the first 36 months
and you are not seeking reimbursement for repairs made while you owned the car please
send us the name and address of the person you sold the car to and the approximate date
on which you sold the car. You may use the enclosed postage-paid postcard , to let us
know that you sold your car. Even if you don t know the buyer s name or address , please
return the card indicating that the car was sold within the first 36 months. Thank you
for your assistance.

(REQUEST FORMj

SAAB-SCANIA OF AMERICA, INC.

Request for Inspection/Repair or Reimbursement for the Cost of Repair of Paint
Conditions on Belgian-assembled Saabs

(Please return this form within 55 days.

Name
Address -

Vehicle Identification Number (VIN)
ten on the envelope next to your address.

(The VIN is the number writ-

1. When did you purchase your Saab? -
2. From whom did you purchase your Saab?

Name:
Address:

3. Since you bought your Saab , either new or used , has the paint peeled or blistered:
yes -

4. If the paint peeled or blistered , please answer the following questions. (If the paint
has not peeled or blistered , please use the attached postcard instead ofthis form.)

a) When did the peeling or blistering first occur?
month year
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b) Please describe the extent and location of the peeling or blistering.

----".

c) Did you try to have the condition repaired?yes no -
5. If you tried to have the condition repaired , please answer the following questions.

a) When were the repairs done? -
month year

b) Who did them?
Name: 

----- 

Address: -

- -

c) Did you pay any money attempting to have the condition repaired?
yes If yes , how much did you pay? $-
no --

d) Have you been reimbursed by Saab or the dealer for any of this cost?
yes -

---- 

If yes, when? - - How much? $-

no -
6. Has the paint condition reoccurred on any portion of the car?

yes 

----- 

no _
7. If the paint condition reoccurred, please answer the following questions.

a) When did it reoccur?-
month year

b) Please describe the extent and location of any peeling or blistering.

---

c) Did you try to have the condition repaired?
yes - - no --

8. If you tried to have the paint condition repaired , please answer the following
questions:

a) When were the repairs done?-
month year

b) Who did them?
Name: -

Address: -

------

c) Did you pay any money attempting to have the condition repaired?
yes - - If yes , how much did you pay? $,
no -

- --

d) Have you been reimbursed by Saab or the dealer for any of this cost?
yes - - If yes, when? - How much? $

9. If you paid for repairs and were not reimbursed , you may be eligible for reimburse-
ment.

Please supply copies of the following documents if you have any of them:
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a) Repair orders, letters or other written records to or from any Saab dealer , Saab-
Seania of America, Inc. , and any government or consumer organization , or others
discussing the paint condition and the date it occurred.

and

b) Paint repair bils or invoices showing the date of repair , a description ofthe repair
and the actual cost of the repair.

If you do not have all of the forms mentioned, send copies of whatever relevant
records you do have. The repair shop or dealer may have copies of bils , and you may
be able to get copies from them.

You may be eligible for reimbursement even if you no longer own your Saab.
10. If you own a Saab in which the paint condition occurred during the first 36

months and the condition is still unrepaired you may be eligible for free repair of the
condition. If you are in this category and would like Saab to inspect your car to
determine if it is eligible for free repair , please tell us the name and address of the
dealer most convenient for you.

Dealer Name: -

- --- - ---

Address: -

----- ---- ---

11. If you have sold your Saab, please provide the approximate date on which you
sold it and the name and address , if you know them, of the person to whom you sold
it.

Date Saab Sold:
Buyer s Name:
Address:

------ - ------

The above information is accurate to the best of my knowledge.

Your signature

__-

Date

Thank you for filling out and returning this form. If you have requested free repair
we wil let you know within 60 days whether you qualify for inspection and, if so

schedule an inspection date. If you have requested reimbursement, we wil respond to
you within 30 days.

Very truly yours
Saab-Scania of America , Inc.

Isl Alex S. Lieuwma
National Service Manager

Lseparate postcard)

1) Your Name:

- -

Address: -
Vehicle Identification Number (VIN) -

---

(The VIN is the number written on the envelope next to your address.)
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2) If you have sold your Saab , please provide the approximate date on which you sold
it and the name and address , if you know , of the person to whom you sold it.

Date Baab Sold:
Buyer s Name:
Address:

(Please return this card even if you don t know the name orthe person who bought your
Baab. Just write in the approximate date on which you sold it.

If you own your Baab and the paint condition has not occurred , please check here.

Thank you.

ATTACHMENT B

Dear Dealer:

I am writing to inform you of an agreement which Baab-Seania of America , Inc. has
entered into with the Federal Trade Commission. This agreement relates to a particu-
lar paint condition that developed on some model year 1976 through 1978 Saab automo-
biles that were assembled in Malines , Belgium. As you know , that factory was closed
in 1978.

On some of these Belgium-assembled Saabs, the paint may lift or blister , sometimes
causing rust to form. The paint condition was caused by incomplete adhesion of the
paint to the sheet metal. This condition is different from rusting that may result from
road conditions , such as snow and salt. To repair the paint condition properly, am cted
body panels should be stripped to the sheet metal surface and prepared , primed and
repainted. The paint condition does not affect the performance , operation , or safety of
the car.
Because Saab-Scania has a continuing interest in the quality of our cars and the

satisfaction of our customers , Saab-Seania has agreed with the Federal Trade Commis-
sion that under certain circumstances Saab-Beania wil offer free repairs or reimburse-
ment for repairs previously performed at the owner s expense. Saab-Scania has reached
this voluntary agreement for settlement purposes only, and does not believe that the
FTC Act has been violated.

Generally the agreement provides that a Belgium-assembled Baab is eligible for
inspection by a Baab-Scania representative (District Service Manager) and free repair
if:

Put only

in letter
to Mass.
dealers

. the car was originally purchased on or after January 1 , 1978

. the paint condition appeared within 36 months after the car was deliv-
ered to the first owner

. the current owner requesting repair is either the original owner of the
car or has owned the car since sometime during the first 36 months after
the car was delivered to the first owner

. the car was never repaired , or partial repair was attempted and the
condition reoccurred.

. the car was not originally purchased in

Massachusetts, and therefore was not included in a
prior voluntary agreement entered into in that
state.
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Generally, the agreement further provides that an owner is eligible for reimburse-
ment for expenses incurred in pairing the condition in the past if:

. the car was originally purchased on or after January 1 , 1978

. the paint condition appeared within 36 months after the car was deliv-
ered to the first owner

. the owner requesting reimbursement owned the car sometime during the
first 36 months (regardless of whether the owner still owns the car) and
paid for a repair that was performed within the first 42 months

. the owner requesting reimbursement did not already receive a complete
repair (that is , at a cost to Saab-Seania of $800 or more) free of charge

. the car was not originally purchased in

Massachusetts.
put only

in letter
to Mass.
dealers

An owner may qualify for both repair and reimbursement.
Saab-Scania is identifying original owners of Belgium-assembled cars purchased on

or after January 1 , 1978 and wil be sending information directly to these owners about
Saab-Scania agreement. An owner seeking inspection/repair or reimbursement wil be
required to complete a Request Form which wil be included in the Notice Package sent
by Saab-Scania to the owner.

All determinations of eligibility for inspection , repair and/or reimbursement will be
made by Saab-Scania.

If an owner contacts you for information about eligibility for inspection , possible free
repair or reimbursement, please refer the owner to our National Consumer Relations
Coordinator at Saab-Scania in Orange , and tell the owner that you will pass along the
owner s name to Saab-Scania. We are requesting that all dealers notify Saab-Scania of
the owner s name within 5 days after the owner makes such an inquiry. The National
Consumer Relations Coordinator can be reached at 203-795-5671 or by writing to her
at Saab-Scania , on Saab Drive , Orange , CT 06477.

Very truly yours

/s/ Alex S. Lieuwma
National Service Manager



427 Modifying Order

IN THE MATTER OF

AMERICAN HOME PRODUCTS CORPORATION

MODIFYING ORDER IN REGARD TO ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION ACT

Docket 8641. Order, June 1970-Modifying Order, May , 1986

The Federal Trade Commission has modified a 1970 order with American Home
Products Corp. (77 F. C. 726) by removing some restrictions on the company
advertising for Preparation H. The modified order allows respondent to use in its
advertising any claims that the Food and Drug Administration has tentatively
approved.

ORDER REOPENING THE PROCEEDING AND
MODIFYING CEASE AND DESIST ORDER

On January 21 1986, American Home Products Corporation (Peti-
tioner) fied a petition pursuant to Rule 2.51 of the Commission
Rules of Practice , 16 C. R. 2. , and Paragraph In of the order in
question to reopen the proceeding and modify the final cease and
desist order entered against it by the Commission on June 9 , 1970 , in
Docket No. 8641 (77 F. C. 726).

The final order in this matter was the product of extended litigation
concerning therapeutic advertising claims for Preparation H Oint-
ment or Suppositories. The order effectively proscribes all therapeutic
advertising claims for Preparation H Ointment or Suppositories , or
any other non-prescription drug product for the treatment or relief of
hemorrhoids or any of its symptoms, except for three specifically
enumerated claims. The three claims permitted under the order are
(1) that the use of the product wil help reduce swellng of hem or rho i-

dal tissue caused by edema, infection , or inflammation; (2) that the
use of the product wil help reduce swelling of hemorrhoidal tissue by
lubricating the afIected area; and (3) that use of the product wil
afford temporary relief of pain and itching of hemorrhoidal tissue in
many cases. The order concludes with a proviso (Part II) that if the
Food and Drug Administration (FDA) should approve for such
products any other claims as permissible in labeling, respondent may
petition for a modification of the order on that ground.

Subsequently, the Food and Drug Administration (FDA) undertook
a comprehensive review of the safety and effectiveness of over-the-
counter (OTC) drug products under the "Drug Amendments of 1962"
to the "Federal Food , Drug and Cosmetic Act." As part of this review
the FDA appointed panels of independent experts in medicine and
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pharmacology to review the available literature and data and evalu-
ate the safety and effectiveness of ingredients used in OTC products.
After completing their evaluations the panels reported their findings

and conclusions concerning the classes ofOTC products evaluated and
recommended appropriate labeling claims for each of the classes of
OTC products reviewed. The labeling recommendations are incor-
porated into proposed monographs which, after a three step proce-

dure designed to determine appropriate revisions, if any, will be
promulgated as final monographs or rules which wil govern the la-
beling claims of OTC products. One such panel reviewed and evalu-
ated OTC hemorrhoidal (anorectal) drug ingredients. Its findings and
conclusions and recommendations and a proposed monograph for
OTC anorectal drugs were published in the Federal Register on May

, 1980. (45 FR 35575.
It is this proposed monograph that forms the basis for Petitioner

requested modification. Under this proposed monograph OTC anorec-
tal drug ingredients are classified into several groups on the basis of
their pharmacologic action , such as local anesthetics, vasoconstric-
tors, protectants, and counterirritants. An OTC anorectal drug can be
classified as a protectant if, for example , it contains cocoa butter 50
percent or greater per dosage unit or it contains white petrolatum
USP 50 percent or greater per dosage unit. An OTC anorectal drug
meeting these percentage requirements would be entitled under the
proposed monograph to be labeled with certain specific protectant
claims.

Petitioner claims that Preparation H Ointment contains 72.8%
petrolatum and that Preparation H Suppositories contains 79.
cocoa butter thereby qualifying those products as protectants under
the proposed monograph. As a consequence, Petitioner argues that it
should be entitled to make as labeling claims those claims permitted
by the FDA under the proposed monograph. However, the Commis-
sion s final order prohibits the use of a number of these claims and
Petitioner asserts this prohibition places it at a competitive disadvan-
tage with OTC anorectal protectant drug products marketed by
others. As a consequence, Petitioner has requested that the final
order be modified to allow it to make all advertising claims it is
allowed by the proposed monograph to use in its labeling for Prepara-
tion H Ointment or Suppositories.

We agree. In prior decisions, we have held that proposed FDA
monographs may be relied on as a reasonable basis for performance
claims. ARC Pharmacal, Inc. 101 F. C. 40, 43 (1983); Thompson
Medical Co. Inc. 104 F. C. 648, 826 (1984); Chesebrough-Pond's Inc.
Docket No. C-602 (November 25 1985) (106 F. C. 567) Such relief is
particularly appropriate where, as here, the advertising claims would
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be dependent on their acceptability as labeling claims. Based on the
foregoing, we conclude that Petitioner has made the requisite show-
ing for a reopening of the proceeding and a modification of the order
under Rule 2.51 and Paragraph III ofthe final order. Respondent has
asked that Part III ofthe final order. Respondent has asked that Part
III ofthe order be modified to make clear that it may make claims in
advertising that the FDA has allowed in labeling.

It is therefore ordered, That the proceeding is hereby reopened and
that Paragraph II of the final order issued June 9, 1970, in Docket
No. 8641 be, and it hereby is modified to read as follows:

III. This order is not intended to nor does it prohibit respondent
from making any representations for non-prescription drug prepara-
tions for the treatment or reliefofhem rrhoids or any of their symp-
toms which the Food and Drug Administration has determined , in the
course of its over-the-counter drug review, relate to conditions for
which the drug preparation is generally recognized as safe and effec-
tive and not misbranded. In the event that respondent at any time in
the future markets any non-prescription drug preparation for the
treatment or relief of hemorrhoids or any of its symptoms for which
it desires to make any of the representations now prohibited under
Paragraph I ofthe order, it may petition the Commission for a modifi-
cation of the order. Such petition shall be accompanied by a showing
that the representation is not false or misleading within the meaning
of the Federal Trade Commission Act.

Commissioners Oliver and Strenio did not participate.
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IN THE MATTER OF

ALBERT SCHNEIDER

CONSENT ORDER, ETC., IN REGARD TO ALLGED VIOLATION OF SEC. 5 OF
THE FEDERAL TRADE COMMISSION ACT

Docket G-3184. Complaint, May 1986-Decision, May , 1986

This consent order requires , among other things, a corporate offcer of Cellular Capital

Corporation to cease making misrepresentations to induce consumers to purchase
application preparation services for the cellular license lottery operated by the
Federal Communications Commission. Additionally, respondent is required to
make two affrmative disclosures to prospective applicants: (1) that the purchase
ofa cellular application is a high-risk investment, and (2) that an operating cellular
system is unlikely to return any profits to its owners in the first three years of
operation.

Appearances

For the Commission: David C. Fix.

For the respondents: Pro se.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission , having reason to believe that Albert Schneider
hereinaftr referred to as respondent, has violated the provisions of
said Act, and it appearing to the Commission that a proceeding by it
in respect thereof would be in the public interest, hereby issues its
complaint stating its charges in that respect as follows:

PARAGRAPH 1. Respondent is an individual who has his business
address at The Eighth Floor, One Erieview Plaza, Cleveland, Ohio.

PAR. 2. Respondent, individually and in cooperation with others, is

now and for some time last past has been engaged in the offering for
sale of application preparation and filing services in connection with
the Non-Wireline Cellular Telephone Lottery (the " lottery ) operated

by the Federal Communications Commission ("FCC"). The lottery is
a random drawing used by the FCC to select the non-wireline appli-
cant in each geographical market who is to be awarded a license to
construct and operate a new type of mobile telephone system called

a cellular system. From 1981 until the institution of the lottery in
1984 , such licenses were awarded on the basis of public hearings.
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PAR. 3. Respondent maintains, and has maintained, a substantial
course of business , including the acts and practices as hereinafter set
forth, which is in or affecting commerce, as commerce is defined in
the Federal Trade Commission Act.

PAR. 4. As set forth below, in connection with the sale of his services
respondent has engaged in numerous misrepresentations of material
facts and has deceptively failed to disclose material facts.

PAR. 5. Respondent misrepresents, directly or by implication , the
likelihood that each of his customers wil obtain an FCC cellular
telephone license or an interest in such a license through the use of
respondent's application preparation and fiing services. Respondent
represents, inter alia that it is a virtual certainty that each of his
customers wil obtain such a license or an interest in such a license.
In fact, it is unlikely that respondent' s customers wil obtain such a
license or any interest in such a license.

PAR. 6. Respondent falsely represents, directly or by implication
that after only one year, almost one percent of the Baltimore/Wash-
ington and Chicago markets had subscribed to the local non-wireline
cellular company. In fact, the subscribership in both markets after
one year was only a small fraction of a percent.

PAR. 7. Respondent falsely represents , directly or by implication
that the typical cellular telephone system wil be profitable in the
first year of operation. In fact, a typical cellular telephone system wil
not be profitable in the first year of operation.

PAR. 8. Respondent falsely represents, directly or by implication
that his customers have a binding commitment from Cellular Capital
Corporation (CCC) and Ameritrust Bank to provide necessary funding
for construction of a cellular telephone system. In fact , CCC has only
nominal assets, and CCC and Ameritrust Bank have merely agreed
to consider loan applications from respondent's customers should
they be a warded licenses.

PAR. 9. Respondent misrepresents, directly or by implication , the
qualifications of Peter T. Lewis and the services provided by his com-
pany, Lewis Telecom, Inc. , the principal preparer ofthe applications.
Respondent falsely represents inter alia that Mr. Lewis built the
cellular system for the Baltimore market and the telecommunica-
tions system for the Pershing missile sites , and that Lewis Telecom
Inc. has done all the engineering for 300 cellular markets and has
completed 70% ofthese applications to date. In fact, Mr. Lewis did not
build the cellular system for the Baltimore market or the telecom-
munications system for the Pershing Missile sites. Lewis Telecom
Inc. did not do all the engineering for 300 cellular markets, nor has
it completed 70% of these applications to date.

PAR. 10. The false representations of material facts set forth in
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Paragraphs Five through Nine are likely to mislead consumers and
induce purchases of defendants ' services. These representations thus
constitute deceptive and unfair acts or practices prohibited as unlaw-
ful by Section 5(a) of the FTC Act.

PAR. 11. Respondent does not disclose that the purchase of his
application and preparation services is a high risk investment. This
non-disclosure is deceptive in light of respondent's representations
that each customer is virtually certain to receive all or part of an
extremely valuable cellular telephone license.

PAR. 12. Respondent does not disclose that his assessment of the
value of the cellular telepho;le licenses to be awarded is based on
assumptions which are highly optimistic or unfounded. This non-
disclosure is deceptive in light of respondent' s representations that
these cellular telephone licenses are enormously profitable and ex-
tremely valuable.

PAR. 13. Respondent does not disclose that treatment of his applica-
tion purchasing program as a tax shelter is highly questionable and
is likely to be disallowed. This nondisclosure is deceptive in light of
respondent's representations that, due to the income tax benefis , his
customers could not lose money even in the unlikely event that no
part of a license was obtained.

PAR. 14. The undisclosed material facts set forth in Paragraphs
Eleven through Thirteen are necessary to dispel false assumptions
likely to arise in light of stated representations. The failures to dis-
close such material facts are likely to mislead consumers and induce
purchases of defendants services. These failures to disclose thus con-
stitute deceptive and unfair acts or practices prohibited as unlawful
by Section 5(a) of the FTC Act.

PAR. 15. The acts and practices of respondent , as herein alleged
were and are all to the prejudice and injury of the public and con-
stituted , and now constitute, unfair or deceptive acts or practices in
or affecting commerce in violation of Section 5 of the Federal Trade
Commission Act.

DECISION AND ORDER

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

The respondent and counsel for the Commission having thereafter

- -
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executed an agreement containing a consent order , an admission by
the respondent of all the jurisdictional facts set forth in the aforesaid
draft of complaint, a statement that the signing of said agreement is
for settlement purposes only and does not constitute an admission by
respondent that the law has been violated as alleged in such com-
plaint, and waivers and other provisions as required by the Commis-
sion s Rules; and

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondent has
violated the said Act, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of sixty (60) days, now in further conformity with the
procedure prescribed in Section 2.34 of its Rules , the Commission
hereby issues its complaint, makes the following jurisdictional find-
ings and enters the following order:

1. Respondent Albert Schneider is an individual who has his busi-
ness address at the Eighth Floor, One Erieview Plaza, Cleveland
Ohio.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent, and the proceeding
is in the public interest.

ORDER

It is ordered That respondent Albert Schneider, his agents , repre-
sentatives , brokers, and employees, and those persons in active con-
cert or participation with them, who receive actual notice ofthis order
by personal service or otherwise , and each of them, directly or in-
directly, in the promotion , offering for sale or sale of any non-wireline
MSA cellular telephone system application preparation service , do
forthwith cease and desist from the following activities:

(1) Representing, directly or indirectly, that any applicant in the
Federal Communications Commission ("FCC") nonwireline cellular
telephone license lottery (" lottery ) is certain or substantially certain
to obtain all or part of a cellular telephone license (" license ), or
otherwise misrepresenting the likelihood that an applicant will ob-
tain all or part of a license;

(2) Representing, directly or indirectly, that past agreements to
share licenses (settlement agreements) entered into by applicants in
the second and third tiers of the FCC lottery provide a basis for
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concluding that future applicants in the FCC lottery are likely to
receive an interest in a license through similar agreements;

(3) Misrepresenting, directly or indirectly, the value or profit poten-
tial of a license awarded through the FCC lottery. At the time of
making any representation of value or profit potential, defendant
must possess and rely upon a reasonable basis for the representation
consisting of competent and reliable data;

(4) Misrepresenting, directly or indirectly, past or current profit

performance of cellular telephone systems; or making any represen-
tation regarding past or current profit performance of cellular tele-
phone systems unless at the time of making such representation
defendant possesses and relies upon a reasonable basis consisting of
competent and reliable data;

(5) Misrepresenting, directly or indirectly, any financing arrange-
ments made for purchasers of defendant's application services;

(6) Misrepresenting, directly or indirectly, the nature ofthe services
provided by the application preparers or the qualifications of those
providing technical services;

(7) Misrepresenting, directly or indirectly, any material fact rele-
vant to a customer s decision to purchase application preparation
services for the FCC lottery; and

(8) Making any representations with respect to income tax benefits
available to purchasers of defendant's products or services other than
to refer the prospective applicant to their own tax accountant or
attorney.

II.

It is further ordered That respondent Schneider, his agents, repre-
sentatives, brokers and employees , and those persons in active con-
cert or participation with them, who receive actual notice ofthis order
by personal service or otherwise and each ofthem, directly or indirect-
ly, in the promotion , offering for sale or sale of any non-wireline MSA
cellular telephone system application preparation service are hereby
enjoined from failing to disclose to prospective applicants statements
(1) and (2) below in all sales brochures , in every oral presentation, and
on the front page of all sales or service contracts or agreements with
ultimate consumers:

(1) "The purchase of an application for the Federal Communication
Commission s cellular telephone lottery is a high-risk investment. Do
not purchase an application unless you can afford and are prepared
to lose all the money invested.
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(2) "An operating cellular system is unlikely to return any profits
to its owners in at least the first three years of operation.

It is further ordered That the statements required above shall be

set forth in a clear and conspicious manner in print at least as large
as the capitalized corporate name within the text of the brochure
contract or agreement then used by the defendant(s), but in no event
smaller than 10 point type; that such disclosure shall be in 100%
black ink against a light background, and boxed; that the copy of the
foregoing statements set forth on the front page of each sales or

service agreement or contract shall be preceded by the heading "RISK
FACTORS YOU SHOULD CONSIDER PRIOR TO PURCHASE" , and
shall also include a signature line for the customer preceded by a
declaration that the customer has read and understands the state-
ment; and that no agreement or contract shall be deemed valid or
complete unless the customer has signed and dated the required dec-
laration.

It is further ordered That respondent Schneider shall fully comply
with the Paragraphs IV and VII of the Consent Decree and Perma-
nent Injunction entered by the United States District Court for the
Northern District of California in the case Federal Trade Commission
v. The Cellular Corporation, et al. (Civ. No. C85-8231 WHO), which
paragraphs are attached hereto and incorporated herein.

IV.

It is further ordered That this settlement agreement is premised on
the sworn financial statements of respondent Schneider previously

provided to the Commission. If the Commission finds any material
misstatement or misrepresentation in the sworn financial state-
ments, that finding shall cause this order to be set aside and the
Commission in that event shall be permitted to reopen this matter
and proceed against respondent Schneider to the full extent of any
possible monetary liability he may have for the acts and practices
alleged in the Commission s complaint in this matter in excess of the

liability imposed herein. Prior to the making of any such motion, the
Commission wil notify respondent Schneider of any alleged discrep-
ancy and provide him with a reasonable opportunity to explain or
justify the disputed entry.

. Not reproduced herein. Copies of all attachments are available from the Commission s Public Reference
Branch , H-130, 6th St. and Pa. Ave., NW. , Washingtn, D.C. 20580.
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It is further ordered That respondent Schneider shall immediately
provide a copy ofthis order to each offcer, employee , sales representa-
tive, or independent contractor engaged in the promotion or sale of
respondent' s non-wireline MSA cellular telephone system application
preparation services.

VI.

It is further ordered, That respondent Schneider shall , within sixty
(60) days after the order is approved by the Commission, fie with the
Federal Trade Commission a report setting forth in detail the manner
and form in which he has complied with this order.

Commissioners Oliver and Strenio did not participate.
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IN THE MATTER OF

JOHN C. ANDERSON

CONSENT ORDER IN REGARD TO ALLEGED VIOLATION OF SEC. 5 OF THE
FEDERAL TRADE COMMISSION ACT

Docket C-3185. Complaint, May 1986-Decision, May , 1986

This consent order prohibits, among other things , a former offcial afCredit Establish-
ing Bureau , a Detroit-based credit repair clinic that went out of business in Febru-
ary, 1984, from falsely representing in the future that he can improve credit
records and arrange for consumers to receive major credit cards.

Appearances

For the Commission: Kathleen V. Baffon.

For the respondent: Pro se.

COMPLAINT

The Federal Trade Commission , having reason to believe that John
C. Anderson , individually and as a former partner trading and doing
business as Credit Establishing Bureau , formerly a partnership, ("re-
spondent") has violated the provisions ofthe Federal Trade Commis-
sion Act, and it appearing to the Commission that a proceeding by it
in respect thereof would be in the public interest, alleges:

PARAGRAPH 1. John C. Anderson is a former partner of Credit Es-
tablishing Bureau ("CEB"), formerly a partnership, with its offce and
principal place of business located at 17344 W. 12 Mile Road, Suite
103 , Southfield, Michigan. John C. Anderson, together with others,
formulated, directed and controlled the acts and practices of said
business, including the acts and practices alleged in this complaint.
His address is 18665 Marsha, Riverview, Michigan.

PAR. 2. For purposes of this complaint, the following definitions
shall apply:

A. Credit Profile means any written , oral or other communication
of information by a consumer reporting agency bearing on a person
creditworthiness , credit standing, credit capacity, character, general
reputation , personal characteristics or mode of living that is used or
expected to be used or collected in whole or in part for the purpose
of establishing the person s eligibility for credit;

B. Credit Improvement Service(s) means any service to improve a
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person s credit profie by removing negative information appearing
therein , changing the rating of such information from negative to
positive , or otherwise enhancing said credit profie in return for the
payment of money; and

C. Credit Card Procurement Service(s) means any service to obtain
a credit card on behalf of a person in return for the payment of money .

PAR. 3. CEB has engaged in the advertising, solicitation, offering for
sale and sale of credit improvement services and credit card procure-
ment services to the public by means of newspaper, radio and televi-
sion advertisements, by direct personal contact with prospective

clients, and through letters, contracts and other documents.
PAR. 4. The acts and practices ofCEB alleged in this complaint have

been in or affecting commerce.
PAR. 5. In the course and conduct of its business , CEB has made

numerous statements in advertisements, contracts and other written
documents, examples of which are attached hereto as Exhibits 1
through 4, and has made numerous oral statements to prospective
clients through employees and sales agents for the purpose of induc-
ing the purchase of its credit improvement service.

PAR. 6. Typical of CEB' s statements referred to in Paragraph Five
but not necessarily inclusive thereof, are the following:

A. Television and radio advertisements:

1. Credit problems? No problem! Stop being rejected time and again.
2. If you have no credit , bad credit or if you have declared bankruptcy, Credit

Establishing Bureau in Southfield can help. Their friendly, qualified counselors

. . . 

can challenge negative entries on your credit profie and improve your credit rating.

B. Contracts:

1. Credit Establishing Bureau shall assist in obtaining a credit profile. 

. . .

2. Credit Establishing Bureau wil dispute all negative entries on client's credit
profie. 

. . .

3. Work to be conducted by Credit Establishing Bureau is under the Federal Fair
Credit Reporting Act.

4. Credit Establishing Bureau agrees to improve client's profie, or money back
Guaranteed.

C. Oral statements to the effect that:

1. CEB can remove bankruptcies, judgments, and other negative
information from clients ' credit profies and has done so frequently in
the past.

2. Removal of bankruptcies from credit profies is CEB's specialty.
3. Many people who have had bad credit profies now have A-

ratings and are able to obtain credit because of CEB's services.
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4. After CEB disputes negative information in a client's credit pro-
fie, the credit bureau wil remove the information or improve its
rating in order to meet the requirements ofthe Fair Credit Reporting
Act.

PAR. 7. Through the use of the statements referred to in Paragraph
Six, and other statements not specifically set forth herein , CEB has
made the following material representations , directly or by implica-
tion:

A. CEB sought and obtained credit profies and performed credit
improvement services on behalf of all clients.

B. The Fair Credit Reporting Act enabled CEB to remove adverse
information appearing in clients' credit profies or to improve the
rating of such information regardless of its accuracy or date.

C. Through its credit improvement services, CEB improved the
credit profies of many clients with bad credit histories regardless of
the accuracy or date of the information appearing in the credit pro-
fies.

D. CEB provided refunds to all clients whose credit profies were not
improved by its credit improvement services.

PAR. 8. In truth and in fact:

A. CEB did not seek and obtain credit profies and did not perform
credit improvement services on behalf of all clients.

B. The Fair Credit Reporting Act, 15 V. C. 1681 et seq. which
regulates the information that may be reported in a person s credit
profie, did not enable CEB to remove adverse information appearing
in clients ' credit profies or to improve the rating of such information
regardless of its accuracy or date.

C. Through its credit improvement services, CEB did not improve
the credit profies of many clients with bad credit histories regardless
of the accuracy or date of the information appearing in the credit
profies.

D. CEB did not provide refunds to all clients whose credit profies
were not improved by their credit improvement services.

Therefore, the representations set forth in Paragraph Seven were
and are false and misleading.

PAR. 9. In the course and conduct of its business, CEB has made
numerous statements in advertisements , contracts , and other written
documents, examples of which are attached hereto as Exhibits 1
through 4 , and has made numerous oral statements to prospective
clients through employees and sales agents for the purpose of induc-
ing the purchase of its credit card procurement service.

PAR. 10. Typical ofCEB' s statements referred to in Paragraph Nine,
but not necessarily inclusive thereof, are the following:




