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IN THE MATTER OF
INTERCO INCORPORATED, ET AL.

SET ASIDE ORDER IN REGARD TO ALLEGED VIOLATION OF
THE FEDERAL TRADE COMMISSION AND THE CLAYTON ACTS

Docket C-2929. Consent Order, Sept. 26, 1978—Set Aside Order, Apr. 22, 19881

The Federal Trade Commission has set aside a portion of the 1978 consent order with
Interco Incorporated, (92 FTC 405), by setting aside a sentence in the consent
order regarding the preticketing provision.

ORDER REOPENING AND SETTING ASIDE
A PORTION OF ORDER ISSUED SEPTEMBER 26, 1978

On October 26, 1987, respondents Interco Incorporated (‘“Interco”),
Londontown Corporation (“Londontown”) and Queen Casuals, Inc.
(“Queen Casuals”) filed a “Request As Supplemented To Reopen And
Set Aside A Portion Of Order” (“Request”), pursuant to section 5(b)
of the Federal Trade Commission Act, 15 U.S.C. 45(b), and Section
2.51 of the Commission’s Rules of Practice. The Request asked that,
with respect to raincoats and outerwear sold by Londontown, the
Commission reopen the consent order issued on September 26, 1978,
and set aside the following sentence in paragraph 4 of Part I of that
order:

“A respondent shall not, however, suggest resale prices on any tag, ticket or other
marking affixed or to be affixed to any product shipped to a reseller.”

On February 23, 1988, the Commission issued its “‘Order Reopening
And Modifying Order Issued September 26, 1978, And Order To Show
Cause.” The Commission’s February 23, 1988, order modified the
order of September 26, 1978, in the manner requested by respondents
and, in addition, ordered that respondents show cause within 30 days
why the provision in question should not be set aside with respect to
all other products covered by the order.

On March 14, 1988, respondents filed their “Answer To Order To
Show Cause” with the Commission, requesting that the provision “be
deleted in its entirety.”

Accordingly, it is ordered, that this matter be and it hereby is

! This matter was inadvertently omitted from the Federal Trade Commission Decisions-Volume 110.
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reopened and that the last sentence in paragraph 4 of Part I of the
Commission’s Decision and Order issued on September 26, 1978, shall
be set aside as of the effective date of this order.

Commissioner Bailey not participating.
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IN THE MATTER OF
ASSOCIATED MILLS, INC.

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

Docket C-3249. Complaint, Apr. 27, 1989—Decision, Apr. 27, 1989

This consent order requires, among other things, a Chicago, Ill. corporation to have a
reasonable basis for any claims of performance characteristics of the Bottled
Water Maker or any other water treatment appliance or product. Respondent is
also required to have a reasonable basis for claims of the expected life over which
any environmental treatment product can treat or remove any contaminant or
reduce any health-related risks.

Appearances

For the Commission: Steven A. Shajfer.

For the respondent: Mark Schattner, Pepper, Hamilton & Scheetz,
Washington, D.C.

COMPLAINT

The Federal Trade Commission, having reason to believe that
Associated Mills, Inc., a corporation (‘““AMI” or “respondent”), has
violated the provisions of the Federal Trade Commission Act, and it
appearing to the Commission that a proceeding by it in respect thereof
would be in the public interest, alleges: '

PARAGRAPH 1. AMI is an Illinois corporation, with its office and
principal place of business located at 165 N. Canal Street, Chicago,
Illinois.

PARr. 2. AMI has advertised, promoted, offered for sale, sold, and
distributed home water treatment devices and accessories, including
the Pollenex Model WP120 Bottled Water Maker Reverse Osmosis
System (“Bottled Water Maker”’). The Bottled Water Maker uses both
reverse osmosis technology and granulated activated carbon filtration
to remove contaminants from tap water. :

PaARr. 3. The acts and practices of respondent alleged in this
complaint have been in or affecting commerce, as “commerce” is
defined in the Federal Trade Commission Act.
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PAR. 4. Typical of respondent’s advertisements and promotional
materials for the Bottled Water Maker, but not necessarily all-
inclusive thereof, are the advertisements attached hereto as Exhibits
A, B and C. The aforesaid advertisements contain the following
statements and depictions:

(a) “Removes up to 99% of organic chemicals and other contaminants from tap
water.” (Exhibit A-1)
(b) “Maximum Reduction Rates
* ok ok ok %

Organic Chemicals
* %k % k %
THM (Suspected Carcinogen) 98%” (Exhibits A-2, C)

(c) “The heart of the unit is a cellulose acetate membrane that separates molecules
of harmful chemicals, hazardous minerals, salt and other contaminants from water.”
(exhibits A-2, C)

(d) “INNOVATIVE DESIGN ALLOWS SELF-CLEANSING OF MEMBRANE TO
ENSURE GREATER EFFECTIVENESS OVER A LONG PERIOD OF USE. UNDER
NORMAL CONDITIONS FOR POTABLE WATER, THE MEMBRANE CARTRIDGE
SUPPLIED WILL LAST FOR 1 YEAR OR MORE.” (Exhibits A-2, C)

(e) Tllustration of “Tap Water,” consisting of “Water Molecules” represented by
white circles and “Contaminants” represented by black dots, shown flowing toward
Bottled Water Maker “Membrane.” All “Contaminants” are shown being screened
out by “Membrane” and all “Water Contaminants” are shown being passed through
“Membrane” to become “Pollenex Drinking Water.” (Exhibit A-2)

(f) “Even though your water may not look, taste or smell bad it could contain
harmful chemicals, and/or hazardous minerals or contaminants that shouldn’t be
taken into your body. Because you care about the water your family drinks, you’ll feel
much better owning a Pollenex Bottled Water Maker.” (Exhibit A-3, C)

(g) “As you know, many of America’s drinking water sources are contaminated.
Ordinary carbon-type filters cannot remove some of the nasty chemicals and minerals
that may be lurking in your drinking water. But the Pollenex Bottled Water Maker
Reverse Osmosis membrane can separate these harmful molecules from tap water.

* ok ok ok ok

It also removes up to 99% of these pesticides and suspected cancer-causing
chemicals (voice-over accompanied by illustration of bar chart, titled “REMOVES UP
TO 99% OF THESE SUSPECTED CANCER CAUSING CHEMICALS,” with bar for
“THM” shown at 98%).” (Exhibits B-1, B-2)

(h) “Replacement Membrane lasts for one year or more” (Exhibit C)

PAR. 5. Through the use of the statements and depictions referred
to in paragraph four, and others in advertisements and promotional
materials not specifically set forth herein, respondent has represented,
directly or by implication, that the Bottled Water Maker will remove
nearly all or most of the trihalomethanes, a class of hazardous organic
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chemicals, contained in normal municipal tap water for a year of
typical use.

Par. 6. Through the use of the representation set forth in
paragraph five, respondent has represented, directly or by implication,
at the time it made the representation, it possessed and relied upon a
reasonable basis for that representation.

Par. 7. In truth and in fact, at the time respondent made the
representation set forth in paragraph six, respondent did not possess
and rely upon a reasonable basis for that representation. Therefore,
respondent’s representation, as set forth in paragraph six, was and is
false and misleading. A

PARr. 8. The acts and practices of respondent as alleged in this
complaint constitute unfair or deceptive acts or practices in or
affecting commerce in violation of Section 5(a) of the Federal Trade
Commission Act.
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EXHIBIT A

Especially
useful for most
low sodium

diets
(Ask Your Doctor)

* Removes up to 99% of organic

...chemicals and other contaminants
“trom tap water. Also eHective for

" “reduction of a wide variety of
“hazardous minerals (see back panel).

 » Reduces the salt content of tap water
.— especially softened water.

e tnstalis on kitchen or utility sink faucet
in seconds — no tools required.

EXHIBIT A - 1
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Pollenex:

- BOTTLED WATER
(OMAKER

Reverse Osmosis System

Latest technology makes municipally treated
water even safer to drink.

“Bottled Water” quality water at just The Reverse Osmosis Water System
pennies per gallon. : The heart of the unit is a cellulose acetate

No heavy water botties to carry home from the store. ~ membrane that separates molecules of harmtul
No costly deliveries. Now with your Pollenex Bottied ~ chemicals, hazardous minerals, salt and other

oS eo00 000
L N ]

Water Maker™ you can make “Bottled Water” - contaminants from water. This is the same

quality drinking water right in your home atafraction  technology used by many bottled water companies
of the cost you'd pay for itin a store or from a and municipal desalinization plants. The system
delivery service. Your whole family will enjoy the requires no energy other than normal line pressure
taste of fresher, cleaner, better tasting water. and is quickly attached to your kitchen or utility

if you buy 10 gallons of bottled drinking water sink faucet.

per month at an average cost of $1.00 per gallon INNOVATIVE DESIGN ALLOWS SELF-CLEANSING OF
— your annual cost will be $120. MEMBRANE TO ENSURE GREATER EFFECTIVENESS
. OVER A LONG PERIOD OF USE. UNDER NORMAL

H CONDITIONS FOR POTABLE WATER, THE MEMBRANE
Maximum Reduction Rates CARTRIDGE SUPPLIED WILL LAST FOR 1 YEAR

OR MORE,

Minerals

000V
0000
FLOw) TP Co~0o
Water 0000
, LT Q0O0R3
Chioride . P o OO%.O‘Q OOO %%O Ogo
Organic Chemicals ).C)%O.O. O Q) 080 O
PCB (Suspected Carcinogen) 000® Oh OO 0.0 O
Lindane (Pesticide) l M YoYo et ) Op|000
TCE (Suspected Carcinogen! ) o0
EDB (Pesticide) s ° o Solili?ex
THM (Suspected Carcinogen) R .. s Wr ? "
Merveral based FLOW . 2 ater
are on waler at 60 10 90 ps+
and TO°F using a new membrane. Organk Chermucal reductions are based . 2
0N chionnated Muncrpal waler &l 46 ps: and 70°F using & new membrane. E
ENoencias wil vary Over txme depending on water concitions. . o
Chuidren under one yaar of sge shoukd not be expased (0 any amount o =
Nitrate i thew dnniung walar. .
Note: Water contaiming hugh levets of organic chemical conaminants should be !
prefifiered by instatiauon of & Polienex unger :nk cardon hiter.
\/ @ CONTAMINANTS

£ 1985 Assocuted Milis. Inc . 111 N Canai St Chicago. IL 60606
EXHIBIT A - 2

CWATER MOLECULES
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:Pollenex:

BOTTLED
(WATER
MAKER

Reverse Osmosis System

Because you
care about
the water

your family
drinks.

Even though your water may not look, taste or smell bad
It could contain harmiul chemicals, and/or hazardous
minerals or contaminants that shouldn't be taken inte
your body. Because you care about the water your family
drinks, you'll feel much better owning a Pollenex*®
Bottied Water Maker ™. Besides high quality drinking and
cooking water, your family will alsa enjoy better tasting
coffee, tea, soups. and ice cubes. Other household uses
Include steam irons, humidifiers and aquariums. Takes
Just seconds to instail. And it is the latest in water
cleaning technology.  pyuTBIT A - 3

FEDERAL TRADE COMMISSION DECISIONS
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111 F.T.C.
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- :Pollenex:

00000 ascssvsssece

- BOTTLED
- ()WATER
- MAKER

Reverse Osmosis System

Osmoss
Waler System

Contents: One Reverse Osmosis System
consisting of cellulose acetate membrane
and housing, aerator, product water
tubing and storage bag.

For use with chlorinated or municipal
water.

Note: This product is not designed to

kil bacteria,
bacteria EXHIBIT A - 4
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EXHIBIT B

Exhibi¢ p . 1

“POLLENEX BOTTLED WATER MAKER" In-Store Video - 1:50 - 2/18/87 -APPROVED

Wallace & Curfman,

Inc. AM702

1)

2)

3)

4)

5)

6)

7)

8)

9)

MOTHER ENTER KITCHEN LUGGING
GROCERY SACKS & JUGS OF
DRINKING WATER - DAUGHTER
GREETS HER & TAKES THE JUGS.

SCENE FREEZES - MATTE "X"
OVER SCENE

CUT TO HER HANDS SETTING DOWN
BOTTLED WATER MAKER CARTON -
SLOW ZOOM IN AS SHE OPENS TOP
FLAP AND SLIDES OUT UNIT.

DISSOLVE TO PRE-MIX OF
POLLUTED STREAM (3/47) WITH
POLLUTION EEADLINES MOVING
ACROSS SCREEN.

DISSOLVE BACK TO SAME BOTTLED
WATER MAKER BOX AS CAMERA
CONTINUES TO ZOOM INTO
“"REVERSE OSMOSIS" TYPZ PANEL
DISSOLVE TO MS KITCEEN SINK -
HAND ENTERS & SCREWS IN
ADAPTER RING, THEN SNAPS ON
FILTER (TO DEMONSTRATE - SHE
SNAPS IT OFF & ON AGAIN)

DISSOLVE TO LOW ANGLE UNIT IN
OPERATION WITH WATER MOVING
THRU TUBE TO JUG. CG MATTED:
“PENNIES PER GALLON"

DISSOLVE TO KITCHEN NEXT
AFTERNOON - DAUGHTER COMING
HOME FROM SCHOOL - MOTEER
TAKES OUT FULL JUG OF WATER
FROM REFRIGERATOR.

ECU MOTHER'S HANDS POURING
GLASS OF WATER - CG: “"TAKES OUT
UP TO 91X OF SODIUM~”

Z00M IN TO GLASS -

MATTE IN MINERAL CHART WITH
CG TYPZ ABCQVE: "REDUCES
HzRMrUL MINEZR&LS™

ANNCR (VO): Now if you're

buying and lugging lots of

jugs of water to solve your
drinking water problem -- 5

Forget it! Here's a better
solution: 2

Meke your own bottled water

with this marvel of modern
technology: The'Pollenex

Bottled Water Maker. 6

As you know, many of Americe's
drinking water sources ere
contamineted. Ordinary
cerbon-type filters cannot

remove some of the nesty

chemicals and minerals that

may be lurking in your..

drinking water. 10

But the Pollenex Bottled

Water Meker Reverse Osmosis
membrene can separate these
kermful molecules from weter. 6

It can meke "bottled quelity”
water overnight, right in

your sink. Easy to install.

No tools required. After this
edepter is screwed into the
faucet spout, the unit can be
snepped on and off instently. 1

3o

It costs just pennies per
gallon. It could be even better
than the water you’'re buying.

Because you care sbout the

weter your family drinks --

you should have one --

especially if you're on a

low sodium diet. . 5

It‘takes out up to 91X of
sodium, because it works like
a desalinization plant. 4

And, it reduces many other
harmful minerals. Did you

realize you might ectu=lly
be drinking mercury. lerZ,

00025y
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sulphate, nitrate, cadmium,

CHANGE TO CHEMICAL CHART &

CG: "REMOVES UP TO 99X OF
THESE SUSPECTED CANCER-CAUSING
CHEMICALS"

DISSOLVE TO MS UNIT IN
OPERATION (REPEAT FR 6)

CG: "FILTERS PARTICLES 20,000
TIMES MORE FINELY THAN CARBON
FILTERS™

TITLE REMAINS AS BACKGROUND
DISSOLVES TO CROSS SECTION

ARTWORK OF UNIT

13

14)

15)

186)

DISSOLVE TO ECU TITLE ON BOX
"REVERSE OSMOSIS SYSTEM™
PULL BACK TO FULL TITLE &
ILLUSTRATION ON BOX

DISSOLVE TO REPZAT OF SC 1 IN
SCFT-EDGED SQUARE MORTISEZ -
TITLE ON RIGHT "SAVES MONZY"

DISSOLVZ BaCK TQ IL
- SLOW PULL BACK TO
OF BOX WITH FULL JUI
NEXT TO 1IT.

LUS ON 30X
FULL SH0T
G OF WaTER

MATTE POLLENEX LOGO OVER
TOP TRIRD OF SCREEN

chloride? 9

It also removes up to

99% of these pesticides and
suspected cancer-causing .
chemicals. 5

Yes, the Pollenex Bottled
HWater meaker does all this -~
and more. 3

It filters particles 20,000
times more finely than
conventional carbon filters -- 4

becesuse inside, water

flows slowly through this
cellulose acetete membrane --
sepereting harmful molecules

from pure water. 7

That's how reverse osmosis

mzkes municipally-treeted

weter even safer...z small

price to pay to 8

safeguard your family's health.
Compere it to weter you buy.

It saves you money. If you buy
10 gallons of bottled water a
month at a dollar 2 gallon,
you’ll be spending $120 a year!

11
Inctezd, make 2 modest
investment in a Pollenex
Bottled Water Mzker and
stert saving immedietely. It
pays for itself in just a few
short months. So buy one now - 10
The Bottled Water Msker,
from Pollenex! : 2
110

<
o
Lo
< a
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REPLACEMENT
MEMBRANE

Model FWP129

oeveacass

iPollenex;

mmu_mom-:mi The reverse osSmosis Because you
. Membrane System Care about the
U ssw . .mm~m ﬁOﬁ o:@ ha heart of lha :a.a-n!_:aua acelate ]

L
Mmembrang thay separates Mmoleculas of harmiuy Emwmw‘ <OC~. a
chemicals. hazardoys minerals. salt and other : i
N @ year or more Contaminants om water T g s 2712 family
A= . lechnalogy used by Many boltied warer .
- Sompanies and municipay desainizalion plants, Q rin —Aw

fine pressyce angis Quickly attacheq 1o your y

INNOVATIVE DESIGN ALLOWS SELF.
CLEANSING OF MEMBRANE 1O ENSURE

Even though your waler may not
f00k, 1aste or smeyf bad it could
contain harmiyi chemicals, B
8nd/or hazardoug minerals or -

taken into your . Bocause

n.c care about ﬂ@«\n_! your
Mily drinks, you'll fes) much

better Owning a Poliengy ¥

Bottied Water Maker™ Basiges

high quality drinking ang Cooking

walter, your lamily wily 2130 enjoy :

better tasting colfee, tea, soups,

and ice cubes, Other househaid -

Contents: CONDITIONS FOR POTAGLE uses include steam frons, 7
O..Cg.‘n WATER, THE MEMBAANE humig 'S and AQuari 5
Memonane FORTRIOGE SUPPLED wiv | agy " P e T Takes _.H seconds to _.cnﬂ__
Potenex® Bormeq FOR) YEAR GR MORE, ..-..fol...l?._:..ntlw.ol!p.nﬂ it i i
Water Mangy ~ For nstatacon ings o j >:n__.u_7o_oin_=in§
Moce: w120 Sookiet enclogad, i Claaning ohogy.
* ¥
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DEcISION AND ORDER

The Federal Trade Commission having initiated an investigation of
certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of a draft of complaint which the San Francisco Regional Office
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 attorney, and counsel for the Commission
having thereafter executed an agreement containing a consent order,
an admission by the respondent of all jurisdictional facts set forth in
the aforesaid draft of complaint, a statement that the signing of said
agreement is for settlement purposes only and does not constitute an
admission by respondent that the law has been violated as alleged in
such complaint, and waivers and other provisions as required by the
Commission’s Rules; and

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the respondent
has violated the said Act, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of sixty (60) days, and having duly considered the
comments filed thereafter by interested parties 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 makes
the following jurisdictional findings and enters the following order:

1. Respondent Associated Mills, Inc., is a corporation organized,
existing and doing business under and by virtue of the laws of the
State of Illinois, with its principal place of business located at 165 N.
Canal Street, Chicago, Illinois.

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
DEFINITIONS

For purposes of this order, the following definitions apply:
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“Emwironment” shall mean the matter and conditions physically
surrounding a person or object, and shall include water, air, soil, light,
sound, atmospheric pressure, temperature, and humidity.

“Water treatment appliance or equipment” shall mean a product
designed to treat or remove any contaminant in water.

“Environmental treatment appliance or equipment’” shall mean a
product designed to treat or remove any contaminant in the
environment. . ' '

“Air cleaning appliance or equipment” shall mean portable
household electric cord connected room air cleaners (excluding
ashtrays), defined more specifically as machines that (a) operate with
an electrical source of power and contain a motor and fan for drawing
air through a filter(s); (b) incorporate electrically charged plates in
addition to a fan with a filter(s); (¢) incorporate a negative ion
generator in addition to a fan with a filter(s); or (d) incorporate a
negative ion generator only.

L

It is ordered, That respondent Associated Mills, Inc., a corporation,
its successors and assigns, and its officers, representatives, agents
and employees, directly or through any corporation, subsidiary,
division, or other device, in connection with the advertising, promo-
tion, offering for sale, sale or distribution of the Pollenex Model
WP120 Reverse Osmosis System or any other water treatment
appliance or equipment, in or affecting commerce, as “‘commerce” is
defined in the Federal Trade Commission Act, do forthwith cease and
desist from representing directly or by implication the performance-
characteristics of such water treatment appliance or equipment,
including that any such appliance or equipment can or will treat or
remove any contaminant or reduce any health-related risk associated
with any contaminant in water, unless at the time of making the
representation respondent possesses and relies upon a reasonable
basis for each such representation.

II.

It is further ordered, That respondent Associated Mills, Inc., a
corporation, its successors and assigns, and its officers, representa-
tives, agents and employees, directly or through any corporation,
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subsidiary, division, or other device, in connection with the advertis-
ing, promotion, offering for sale, sale or distribution of any environ-
mental treatment appliance or equipment, except air cleaning appli-
ances or equipment, in or affecting commerce, as ‘‘commerce” is
defined in the Federal Trade Commission Act, do forthwith cease and
desist from representing directly or by implication the expected life
over which any such appliance or equipment can or will (i) treat or
remove any contaminant in the environment, or (ii) reduce any health-
related risks associated with any contaminant in the environment,
unless at the time of making the representation respondent possesses
and relies upon a reasonable basis for each such representation.

III.

For purposes of this order a “reasonable basis” shall consist of
competent and reliable evidence which substantiates the representa-
tion. To the extent that the evidence of a reasonable basis consists of
scientific or professional tests, experiments, analyses, research,
studies or other evidence based on the expertise of professionals in the
relevant area, such evidence shall be “competent and reliable” only if
those tests, experiments, analyses, research, studies, or other evidence
are conducted and evaluated in an objective manner by persons
qualified to do so, using only procedures that are generally accepted in
the profession as yielding accurate and reliable results.

Iv.

It is further ordered, That respondent, its successors and assigns,
and its officers, representatives, agents and employees, directly or
through any corporation, subsidiary, division, or other device, in
connection with the advertising, promotion, offering for sale, sale or
distribution of any product covered by this order, in or affecting
commerce, as ‘“‘commerce” is defined in the Federal Trade Commis-
sion Act, shall maintain written records:

1. Of all materials relied upon in making any claim or representation
covered by this order;

2. Of all test reports, studies, surveys or demonstrations in its
possession that materially contradict, qualify, or call into question the
basis upon which respondent relied at the time of the initial
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dissemination and each continuing or successive dissemination of any
claim or representation covered by this order.

Such records shall be retained by respondent for a period of three
years from the date respondent’s advertisements, sales materials,
promotional materials or post purchase materials making such claim
or representation were last disseminated. Such records shall be made
available to the Commission staff for inspection upon reasonable
notice. '

V.

It is further ordered, That respondent shall notify the Commission
at least thirty (80) days prior to any proposed change in the corporate
respondent 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.

VI

It s further ordered, That respondent shall, within sixty (60) days
after service of this order upon it, and at such other times as the
Commission may require, file with the Commission a report, in
writing, setting forth in detail the manner and form in which it has
complied with this order.
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IN THE MATTER OF
RONBY CORPORATION, ET AL.

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

Docket 8560. Consent Order, Mar. 12, 1964—Modifying Order, Apr. 27, 1989

This order modifies the Commission’s 1964 order (64 FTC 1294) with Fred Astaire
Dance Studios Corp., the corporate predecessor to the Ronby Corp., by providing
students with absolute cancellation and refund rights.

ORDER MODIFYING ORDER TO CEASE AND DESIST

The Commission on January 26, 1989, issued its order to show
cause why this proceeding should not be reopened and its order of
March 12, 1964 (“the Commission order of 1964”), modified.

Ronby Corporation, Chester F. Casanave and Charles L. Casanave
having consented to the reopening of this proceeding, to being added
as parties respondent thereunder and to the modification of the
" Commission order of 1964, as set forth in the show cause order, and
the Commission having placed the show cause order on the public
record for thirty (30) days and no comments having been filed by
interested persons, '

Now, therefore, it is hereby ordered, that the Commission order of
1964 be, and it hereby is, modified, as follows:

(1) By inserting a Roman numeral one (I) before the It is ordered
preamble of the 1964 order; ,

(2) By substituting revised language in the It is ordered preamble of
the 1964 order, as provided below;

(8) By substituting revised language in numbered paragraphs 1., 4., '
5., 6., 7. and 9. of the newly designated Part I of the order, as
-provided below; :

(4) By deleting paragraphs 3. and 8. thereof;

(5) By renumbering paragraphs 4., 5., 6., 7. and 9. thereof as
paragraphs 3., 4., 5., 6. and 7., respectively; and

(6) By adding new Parts II, III, IV, V, VI and VII, as provided
below. :
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It is further ordered, That Ronby Corporation, a corporation,
Chester F. Casanave and Charles L. Casanave be, and they hereby
are, joined as respondents in this matter.

It 1s further ordered, That this matter be styled as The Matter of
Ronby Corporation, et al.

ORDER
I

It is ordered, That respondents Ronby Corporation, a corporation,
and Chester F. Casanave and Charles L. Casanave, individually, and
as officers of said corporation, their successors and assigns, and their
officers, agents, representatives, and employees, directly or through
any area franchisor, franchisee, or licensee, or any corporate or other
device, in connection with the solicitation, advertising or sale of any
dance instruction or dance instruction service in or affecting com-
merce, as ‘“‘commerce” is defined in the Federal Trade Commission
Act, do forthwith cease and desist from:

1. Representing, directly or by implication, that a course of dancing
instruction or a specified number of dancing lessons, or a dance
instruction service or any other service or thing of value, will be
furnished, unless the period or periods of bona fide dancing instruction
or other service or thing of value is in fact furnished as represented;

2. Refusing to honor the terms and provisions of any offer or
promise;

3. Requesting any student or prospective student to sign an
uncompleted contract or agreement, or misrepresenting to any
student or prospective student what is or will be due or payable;

4. Using in any single day “relay salesmanship,” that is consecutive
sales talks or efforts of more than one representative, with or without
the employment of hidden listening devices, to induce the purchase of
dancing instruction;

5. Representing in any manner that a dancing instructor job is
obtainable at a studio where the purpose of such a representation is to
induce an applicant to purchase a course of instruction, or misrepre-
senting what such an instructor will be paid;

6. Falsely assuring or representing to any student or prospective
student that a given course of dancing instruction will enable him or
her to achieve a given standard of dancing proficiency;
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7. Using any technique or practice similar to those set out in
paragraphs 3 through 6 hereof to mislead, coerce, or induce by other
unfair or deceptive means the purchase of dance instruction or dance
instruction service.

IL

It 1is further ordered, That respondents Ronby Corporation, a
corporation, its successors and assigns, and its officers, agents,
representatives and employees, directly or through any area franchi-
sor, franchisee, or licensee, or any corporate or other device, in
connection with the solicitation, advertising or sale of any dance
instruction or dance instruction service in commerce, as “commerce”
is defined in the Federal Trade Commission Act, do forthwith cease
and desist from:

1. Failing to disclose, clearly and conspicuously, in each dance
instruction contract or dance instruction service contract, the follow-
ing statement:

DEFINITIONS

For purposes of this contract the following definitions apply:

“Total contract price” shall mean the total cash price paid or to be paid by the
student or prospective student for the dance instruction or dance instruction service
which is the subject of the contrget -or written agreement.

“Notice of cancellation” shall be deemed to have been provided by a student or
prospective student by mailing or delivering to the studio a written notification
cancelling the contract or written agreement.

“Reasonable and fair service fee” shall mean no more than 10% of the total

contract price for contracts of up to $1,000. For contracts over $1,000, “‘reasonable
and fair service fee” shall mean no more than $100 plus an amount equal to 5% of the
contract price over $1,000. “Reasonable and fair service fee” shall not exceed $250 in
total. :
“Dance instruction service” shall mean any service or a thing of value, including a
contest or a competition, other than dance instruction, sold, organized, sponsored or
promoted by any dance studio, or by its employee or agent, including any person or
organization associated or affiliated with the franchise operation, franchisee,
employee or agent.

STUDENT CANCELLATION AND REFUND RIGHT

You, the student, have the right to cancel this contract at any time by a notice in
writing mailed or delivered to the studio. If the studio refuses or fails to give you the
refund, or the studio closes, you should mail a copy of the cancellation notice to the
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area franchisor whose full name and address are

and to Ronby Corporation, the national licensor of the trade name Fred Astaire Dance
Studios, at 11945 Southwest 140th Terrace, Miami, Florida 33186. No special format
or notarization is necessary.

THIS CONTRACT IS INVALID IF THE FULL NAME AND ADDRESS OF THE
AREA FRANCHISOR ARE NOT PROVIDED.

If this agreement is cancelled within three business days, the studio will refund
within not more than (30) days all payments made under the agreement.

After three business days, the studio will only charge you for the dance instruction
and dance instruction service received under the agreement, or prearranged but not
attended before the day you cancel, plus a reasonable and fair service fee, as defined
above, and refund the balance in three (3) equal monthly installments, within not
more than ninety (90) days.

provided, however, that a departure from this exact language to
afford a greater right to a student than any right under this order, or
to correctly provide the name and address of the national licensor or
its equivalent, shall not be deemed a violation of this requirement of
the order.

2.a. Entering into a contract or other written agreement for any
dance instruction or dance instruction service unless the contract or
other written agreement contains the definitions, terms and conditions
recited in paragraph 1., above, in the exact language mandated by
said paragraph and unless the contract or written agreement discloses
clearly and conspicuously the rate charged per lesson for each type of
dance instruction selected and the length of each lesson;

b. Failing to refund a student or prospective student who cancels
any contract or written agreement within three business days from
the date on which the contract or written agreement was executed all
payments made by the student or prospective student. Such refunds
shall be provided, and any evidence of indebtedness cancelled and
returned, within 30 days after receiving notice of cancellation.

¢. Receiving, demanding, or retaining more than a pro rata portion
of the total contract price plus a reasonable and fair service fee where
a student or prospective student cancels any contract or written
agreement after three business days from the date on which the
contract or written agreement was executed and within the term of
the said contract or written agreement; and failing to refund the
balance in three (3) equal monthly installments, within not more than
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ninety (90) days after receiving notice of cancellation, or failing to
cancel that portion of the student’s or prospective student’s indeb-
tedness that exceeds the amount due;

The pro rata portion shall be calculated in the following manner:

(1) For the time period preceding notice of cancellation, total the
number of hours or lessons of dance instruction that were received, or
prearranged but not attended, by the student pursuant to the contract
written agreement,

(2) Divide this number by the total number of hours or lessons of
dance instruction which are the subject of the contract or written
agreement,

(8) Apply the resulting percentage against the total contract price.

(4) For contracts combining a course of dance instruction with
dance instruction services, separate prices for the dance instruction
and the dance instruction service portions must be designated and the
pro rata portion of the total contract price shall be the sum of the
separate pro rata obligations for the dance instruction portion and the
dance instruction service portion;

Provided, however, that this modified order does not create any
private right of action against Ronby Corporation, Chester F.
Casanave or Charles L. Casanave, by any student under any student
contract. , .

d. Misrepresenting in any manner to any student or prospective
student any of the provisions of this consent order.

3. Failing to subject any promissory note, instrument or evidence of
indebtedness, given by a student pursuant to any contract for dance
instruction or dance instruction services, to the students’ cancellation
and refund rights provided in paragraph 2. above, in such a manner
that such student rights are legally binding on any third person who
may acquire any right under any such note, instrument or evidence of
indebtedness.

4. Attempting to obtain or obtaining from a student a waiver of the
student’s cancellation or refund right.

5. Failing to discontinue dealing with or terminate the use or
engagement of any area franchisor who (1) continues, after notice, to
engage in a course of conduct of acts or practices prohibited by this
modified order, or (2) fails to discontinue dealing with or terminate
the use or engagement of any franchisee or licensee who continues,
after notice, to engage in a course of conduct of acts or “practices
prohibited by this modified order;
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Provided, however, that Ronby Corporation and area franchisors
may effect such termination in accordance with applicable law.

6. Failing to implement, within one hundred twenty (120) days from
the date of service of this order, a program of surveillance adequate to
reveal whether the business operation of each licensee or area
franchisor conforms to the requirements of the modified order, and
failing to maintain records of such surveillance program which shall
be made available for inspection and copying to the Commission, upon
reasonable ‘notice and at reasonable times.

7.a. Failing to deliver a copy of this modified order to each present
and future area franchisor and franchisee, with directions that each
such person promulgate and enforce the terms of the modified order in
the operations of each studio, including the sales efforts of any
independent contractor engaged by the studio for the selling of dance
instruction or dance instruction service;

b. Failing to obtain from each person described in subsection 7.a.
above, a signed statement setting forth his or her intention to conform
his or her business practices to the requirements of this modified
order;

¢. Failing to notify the Commission of the name and address of any
person from whom respondent is unable to obtain such a signed
statement; and

d. Failing to keep each such agreement for a period of five (5) years
after the termination of any such relationship; and failing to transmit
to the Commission or its designated staff complete and legible copies
of the same within fourteen (14) business days of receiving a request
for copies thereof; ' ‘

II.

It 1s further ordered, That respondents Ronby Corporation, Chester
F. Casanave and Charles L. Casanave, shall report the discontinuance
of their present business or their affiliation with any other business
offering any dance instruction or service, such notice to include a
description of respondent’s new business or employment; and should
either Chester F. Casanave or Charles L. Casanave create or become
affiliated in any way with any corporation, partnership or other
venture or business offering any dance instruction or service, such a
corporation, partnership, venture or business shall be bound by the
provisions of this modified order.
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IV.

It is further ordered, That respondent Ronby Corporation shall
“notify the Commission at least thirty (80) days prior to any proposed
or contemplated reorganization, dissolution, assignment or sale,
resulting in the emergence of a successor corporation, the creating or
dissolution of a subsidiary or any other change in the corporate
structure of such corporate respondent that may affect compliance
obligations arising out of this order.

V.

It is further ordered, That respondents Chester F. Casanave and
Charles L. Casanave each shall be relieved from any further obligation
under Parts I and Il of this order upon completely ceasing his -
involvement with any dance instruction, or dance instruction service,
including licensing or franchising of the same, until such time as he
resumes such activity in the future.

VL

It is further ordered, That respondents Ronby Corporation, Chester
F. Casanave and Charles L. Casanave, within one hundred twenty
(120) days after the date of service upon each of them of this order,
shall file with the Commission a report in writing, setting forth in
detail the manner and form in which they have complied with this
order.

VIL

It is further ordered, That respondent Ronby Corporation shall file
or cause to be filed one (1) year after the date of service of this order a
further detailed report on measures undertaken to protect the prepaid
moneys of students.

Commissioner Strenio dissenting.
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IN THE MATTER OF
ALAMO RENT-A-CAR, INC.

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

Docket C-3251. Complaint, Apr. 28, 1989—Decision, Apr. 28, 1989

This consent order requires, among other things, the Fort Lauderdale, Fla. rental
company to disclose charges, terms and conditions that are mandatory or are not
reasonably avoidable, to every consumer who inquires about the prices.

Appearances

For the Commission: Maria C. Gambale and Ronald L. Waldman.

For the respondent: Robert A. Blair, Anderson, Hibey, Nauheim &
Blair, Washington, D.C. William J. Baer, Arnold & Porter,
Washington, D.C. and Howard L. Conklin, Tmpp, Scott, Conklin &
Smith, Ft. Lauderdale, Fla.

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 Alamo Rent-A-Car,
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 Alamo Rent-A-Car, Inc., is a corporation
organized, existing, and doing business under and by virtue of the
laws of the State of Florida, with its headquarters located at 110
South East Sixth Street, Fort Lauderdale, Florida.

Par. 2. Respondent, at all times mentioned herein, has maintained a
substantial course of business, including the acts and practices as
hereinafter set forth, which are in or affecting commerce, as
“commerce” is defined in the Federal Trade Commission Act.

Par. 3. Respondent advertises, offers for rental, and rents to
consumers throughout the United States. rental vehicles that are
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made available to consumers at its numerous rental offices nation-
wide. Many of respondent’s rental offices are located at off-airport
sites; an airport surcharge or fee may be imposed at these locations
when consumers use an airport shuttle van for transportation to these
sites.

Par. 4. In the course and conduect of its business, and for the
purpose of inducing the rental of its rental vehicles, respondent has
disseminated and caused the dissemination of promotional informa-
tion. Such information includes written advertisement which state
applicable fuel charges and disclose that airport surcharges or fees
may apply to certain rentals. Respondent’s advertisements typically
invite consumers to reserve through their travel agents or to call
respondent’s toll-free “800” number to receive further information
from respondent’s agents and to make reservations.

Par. 5. Information imparted to consumers by respondents’s agents
in answer to consumer inquiries contains, among other things,
statements and representations as to the price of contemplated rentals
of respondent’s vehicles. -

Par. 6. In oral presentations in response to consumers’ telephone
inquiries to respondent’s “800” number, respondent’s agents have, in
numerous instances, stated prices for respondent’s car rental services
without disclosing:

(A) The existence and amount of a mandatory fuel charge; and

(B) The existence and amount of a mandatory airport surcharge or
fee that is imposed on consumers who travel from certain airport
locations to one of respondent’s rental stations in one of the
respondent’s shuttle vehicles. ,

The existence and amounts of these charges and fees would be
material to consumers. The failure to disclose these facts, in light of
respondent’s representation of a price for a vehicle rental in
connection with a discussion or inquiry, is an unfair or deceptive act or
practice.

Par. 7. The acts and practices of respondent, as herein alleged,
constituted, and now constitute, unfair and deceptive acts or practices
in or affecting commerece in violation of Section 5 of the Federal Trade
Commission Act. The acts and practices of respondent, as herein
alleged, may continue or recur in the absence of the relief herein
requested. '
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DEcISION AND ORDER

The Federal Trade Commission having initiated an investigation of
certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of a draft of complaint which the New York Regional Office
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
having thereafter executed an agreement containing a consent order,
an admission by the respondent of all the jurisdictional facts set forth
in the aforesaid draft of complaint, a statement that the signing of
said agreement is for settlement purposes only and does not constitute
an admission by respondent that the law has been violated as alleged
in such complaint, and waivers and other provisions as required by the
Commission’s Rules; and

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the respondent
has violated the said Act, and that complaint should issue stating its
- charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of sixty (60) days, and having duly considered the
comments filed 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, making the following jurisdictional findings, and enters
the following order:

(1) Respondent Alamo Rent-A-Car, Inc., is a corporation organized,
existing, and doing business under and by virtue of the laws of the
State of Florida, with its headquarters located at 110 South East
Sixth Street, Fort Lauderdale, Florida.

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

For the purposes of this order, all required disclosures shall be made
in a clear and conspicuous manner.

It is ordered, That respondent Alamo Rent-A-Car, Inc., a corpora-
tion, its successors and assigns, and its officers, agents, representa-
tives, and employees, directly or through any corporation, subsidiary,
division, or any other device, in connection with the promotion,
offering for rental or rental of any vehicle, in or affecting commerce,
as commerce is defined in the Federal Trade Commission Act, as
amended, do forthwith cease and desist from:

A. Failing to disclose to consumers, in connection with any
diseussion or inquiry relating to the price of a contemplated rental, all
airport surcharges or fees that are applicable to the contemplated
rental or are not reasonably avoidable by consumers.

B. Failing to disclose to consumers, in connection with any
discussion or inquiry relating to the price of a contemplated rental, all
fuel charges that are applicable to the contemplated rental and are not
reasonably avoidable by consumers.

C. Failing to disclose to consumers, in connection with any
discussion or inquiry relating to the price of a contemplated rental,
any other charges sought to be imposed in connection with a
contemplated rental which are mandatory or which are not reasonably
avoidable by consumers.

II.

It is further ordered, That respondent shall for a period of three (3)
years distribute, or cause to be distributed, a copy of this order to all
present and future operating divisions, subsidiaries, franchisees,
dealers, and managerial employees.

II1.

It is further ordered, That, for a period of ten years, respondent
shall notify the Commission at least thirty (30) days prior to any
proposed change in its corporate status that may affect compliance
obligations arising out of this order, such as dissolution, assignment of
its business, or the emergence of a successor corporation.
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IV.

It is further ordered, That respondent shall, within sixty (60) days
after service upon it of this order, file with the Commission a report, in
writing, setting forth in detail the manner and form in which it has
complied with this order.
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IN THE MATTER OF

DETROIT AUTO DEALERS ASSOCIATION, INC., ET AL.

Docket 9189. Interlocutory Order, May 8, 1989
ORDER

Counsel for the General Motors respondents have moved that the
complaint against three respondents in this matter be dismissed, and
that their names be removed from the Final Order of the Commission.
The three respondents are Mr. Porterfield Wilson, Jim Carney Buick
Co., and Bill Greig Buick-Opel, Inc. Counsel have advised that Mr.
Wilson is deceased, and that the two dealerships named are no longer
in business. Complaint counsel do not oppose the motion.

The Commission has considered the motion and determined to grant
it. Therefore,

It is ordered, That the complaint against Mr. Porterfield Wilson,
Jim Carney Buick Co., and Bill Greig Buick-Opel, Inc. be, and it
hereby is, dismissed.

It is further ordered, That the Final Order of the Commission be,
and it hereby is, modified to remove their names therefrom.

Commissioner Machol not participating.
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IN THE MATTER OF

DETROIT AUTO DEALERS ASSOCIATION, INC., ET AL.

Docket 9189, Interlocutory Order, May 17, 19881
ORDER

Counsel for General Motors respondents, having informed the
Commission of the death of respondent Clarence R. Krajenke, moved
for dismissal of the complaint against Mr. Krajenke. Complaint
counsel had no objection to the motion. Therefore,

It is ordered, That the complaint against Mr. Krajenke be, and it
hereby is, dismissed.

! This document was inadvertently omitted from the Federal Trade Commission Decisions-Volume 110.
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IN THE MATTER OF
COLECO INDUSTRIES, INC.

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

Docket C-8252. Complaint, May 18, 1989—Decision, May 18, 1989

This consent order prohibits, among other things, a West Hartford, Ct. eorporation
from claiming that any computer-related product is or will be available for sale, or
has or will have any capability, unless the product actually is available or has that
capability, or the company has a reasonable basis for saying it will be available or
will have that capability.

Appearances

For the Commission: Don M. Blumenthal.

For the respondent: Cathelene Tierney, in-house attorney, Avon,
Ct. '

COMPLAINT

The Federal Trade Commission, having reason to believe that
Coleco Industries, Inc., a corporation (“‘respondent”), has violated the
provisions of the Federal Trade Commission Act, and it appearing to
the Commission that a proceeding by it in respect thereof would be in
the public interest, alleges:

Paragraph 1. Respondent is a Connecticut corporation, with its
office and principal place of business located at 999 Quaker Lane
South, West Hartford, Connecticut.

Par. 2. Respondent has manufactured, advertised, offered for sale
sold and distributed children’s computers, including, but not necessari-
ly limited to, My Talking Computer, and program modules and other
products for use with such computers to the public.

Par. 3. The acts and practices of respondent alleged in this
complaint have been in or affecting commerce.

Par. 4. Respondent has disseminated and caused the dissemination
of advertisements and promotional materials for its product, My
Talking Computer, published in magazines and broadcasted on
television across state lines and disseminated in product brochures,
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product packages and other sales literature directly to consumers or to
distributors for display or distribution to consumers. Typical of
respondent’s advertisements and promotional material, but not
necessarily all inclusive thereof, are the attached Exhibits A through
C. The aforesaid advertisements and promotional material contain the
following statements:

(1) Cleverly disguised as fun! Expansion modules sold separately. (Exhibit A,
television advertisement.) '

(2) It comes with 22 learning activities and includes a full function talking
caleulator. It's even expandable.

% *k k k %

More advanced programs for older children are available too.
(Exhibit B, print advertisement.)

(3) My Talking Computer Learn-For-Fun Expansion Modules
Build a Complete Learning System!

MODULE 1
Telling Time With Hands-that-Speak
Clock Overlay ‘
This colorful, 3-dimensional overlay programs MY
TALKING COMPUTER to teach your child how to tell
time with fun, hands-on activities!

MODULE 2
Fun with Numbers
A delightful activity book programs MY TALKING
COMPUTER with a variety of new numbers-learning
challenges.

MODULE 3
Sesame Street Talking Cents
with My Talking Cash Register Overlay
The module comes with a 3-dimensional, plastic overlay
program that simulates a cash register keyboard
and teaches money counting with a variety of fun
activities. Also included eolorful activity booklet.

MODULE 4
Sesame Street Spells F U N!
The ever-popular Sesame Street gang gets together for
more of their educational antics! Module comes with a
colorful activity book containing hours of new, MY
TALKING COMPUTER spelling fun!
(Exhibit C, point-of-purchase package display.)

Par. 5. Through the use of the statements referred to in paragraph
four, and others in promotional material not specifically set forth
herein, respondent has represented, directly or by implication, that
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four expansion modules for use with My Talking Computer, including
specifically the modules identified in Exhibit C as Module 8 and
Module 4, were available for purchase at the time the statements were
published or displayed, and that persons purchasing My Talking
Computer would be able to expand the capability of the computer
immediately through the purchase of the advertised expansion
modules including specifically Modules 3 and 4.

Par. 6. In truth and in fact, the expansion modules for use with My
Talking Computer, identified in Exhibit C as Modules 3 and 4, were
not available for purchase at the time the statements were published
or displayed, and persons purchasing My Talking Computer would not
be able to expand the capability of the computer immediately through
the purchase of Modules 3 and 4. Respondent had abandoned plans to
produce Module 3, and respondent did not produce or offer for sale

Module 4 until more than one-and-a-half years after the statements
 first appeared. Therefore the representations set forth in paragraph
five were, and are, false and misleading.

Par. 7. The acts and practices of respondent as alleged in this
Complaint, and the placement in the hands of others of the means and
instrumentalities by and through which others may have used said
acts and practices, constitute unfair and deceptive acts or practices in
or affecting commerce and the dissemination of false advertisements
in violation of Section 5(a) of the Federal Trade Commission Act.
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EXHIBIT C
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Additional modules (%)
make MY TALKING COMPUTER"™
—an expandable fun center that
' ETOWS vnth your child!
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Expansion Module 1
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