UNI TED STATES OF AMERI CA
BEFORE FEDERAL TRADE COWM SSI ON

In the Matter of

RUSTEVADER CORPORATI ON,
al kl a
RUST EVADER CORPORATI ON,
a corporation,
d/ b/ a
REC TECHNOLOA ES,
and

DOCKET NO. D-9274

AGREEMENT W TH
DAVI D F. MCCREADY
CONTAI NI NG CONSENT
ORDER TO CEASE
AND DESI ST

DAVI D F. M CREADY,
i ndividually, and as an officer
of said corporation

N N N N N N N N N N N N N N N

The agreenent herein, by and between David F. MCready,
i ndividually and as an officer of RustEvader Corporation, al/k/a
Rust Evader Corporation, sonetines d/b/a REC Technol ogies, a
corporation, hereinafter sonetinmes referred to as respondent, and
his attorney, and counsel for the Federal Trade Conmm ssion, is
entered into in accordance with the Comm ssion's Rul e governing
consent order procedures. In accordance therewith the parties
her eby agree that:

1. Rust Evader Corporation, a/k/a Rust Evader Corporation,
soneti mes d/ b/a REC Technol ogi es(REC)i s a corporation organi zed,
exi sting, and doi ng busi ness under and by virtue of the | aws of
the State of Pennsylvania, with its office and principal place of
busi ness | ocated at 1513 El eventh Avenue, Altoona, Pennsylvania
16603.

Respondent David F. McCready has been an owner, officer and
director of said corporation. At tines nmaterial to the conpl aint
herein, he formulated, directed, and controlled the policies,
acts, and practices of said corporation. H's address is RD 4 Box
92 B, Altoona, Pennsylvania 16601.

2. Respondent has been served with a copy of the conpl aint
i ssued by the Federal Trade Commi ssion charging himwth
vi ol ations of Section 5(a) of the Federal Trade Conm ssion Act
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(15 U.S.C. 845(a)) and of Section 102(c) of the Magnuson- Moss
Warranty- Federal Trade Comm ssion |Inprovenent Act (15 U.S. C
§2302(c)), and has filed an answer to said conplaint denying said
char ges.

3. Respondent admits all the jurisdictional facts set
forth in the Conm ssion's conplaint in this proceeding.

4. Respondent wai ves:

(a) Any further procedural steps;

(b) The requirenent that the Conmm ssion's decision
contain a statenment of findings of fact and
concl usi ons of | aw,

(c) Al rights to seek judicial review or otherwi se to
chal | enge or contest the validity of the order
entered pursuant to this agreenent; and

(d) Any claimunder the Equal Access to Justice Act.

5. Thi s agreenent shall not beconme a part of the public
record of the proceeding unless and until it is accepted by the
Commission. |If this agreenment is accepted by the Conmi ssion it

will be placed on the public record for a period of sixty (60)
days and information in respect thereto publicly rel eased. The
Conmmi ssion thereafter may either withdraw its acceptance of this
agreenent and so notify the respondent, in which event it wll
take such action as it nay consider appropriate, or issue and
serve its decision, in disposition of the proceeding.

6. This agreenent is for settlenent purposes only and does
not constitute an adm ssion by respondent that the | aw has been
violated as alleged in the conplaint, or that the facts as
all eged in the conplaint, other than jurisdictional facts, are
true.

7. Thi s agreenent contenplates that, if it is accepted by
the Conmm ssion, and if such acceptance is not subsequently
wi t hdrawn by the Conm ssion pursuant to the provisions of Section
3.25(f) of the Comm ssion's Rules, the Comm ssion may w thout
further notice to respondent, (1) issue its decision containing
the follow ng order to cease and desist in disposition of the
proceedi ng, and (2) nake information public in respect thereto.
When so entered, the order to cease and desi st shall have the
sanme force and effect and may be altered, nodified or set aside
in the sane manner and within the sanme time provided by statute
for other orders. The order shall becone final upon service.
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Delivery by the U S. Postal Service of the decision containing
the agreed-to order to respondent’s address as stated in this
agreenment shall constitute service. Respondent waives any right
he m ght have to any other manner of service. The conplaint my
be used in construing the terns of the order, and no agreenent,
under st andi ng, representation, or interpretation not contained in
the order or in the agreenent may be used to vary or to
contradict the terns of the order.

8. Respondent has read the conplaint and the order
contenpl at ed hereby. He understands that once the order has been
issued, he will be required to file one or nore conpliance
reports show ng that he has fully conplied with the order
Respondent further understands that he nmay be liable for civil
penalties in the anount provided by |aw for each violation of the
order after it becones final
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ORDER

Definitions

For the purposes of this Order, the following definitions
shal | apply:

A "El ectronic corrosion control device" shall nmean any
device or nechanismthat is intended, through the use
of electricity, static or current, to control, retard,
inhibit or reduce corrosion in notor vehicles.

B. "Rust Evader" shall nean the el ectronic corrosion
control device sold under the trade nanes Rust Evader,
Rust Buster, Electro-lnmage, Eco-Guard, and any ot her
substantially simlar product sold under any trade
nane.

C. "Conpetent and reliable scientific evidence" shall nean
tests, anal yses, research, studies, or other evidence,
based on the expertise of professionals in the rel evant
area, that has been conducted and eval uated in an
obj ective manner by persons qualified to do so, using
procedures generally accepted in the profession to
yield accurate and reliable results.

| T 1S ORDERED t hat respondent David F. MCready,
i ndividually and as an officer of RustEvader Corporation,
directly or through any corporation, subsidiary, division or
ot her device, in connection with the manufacturing, packaging,
| abel i ng, advertising, pronotion, offering for sale, sale, or
di stribution of the Rust Evader, in or affecting conmerce, as
"commerce" is defined in the Federal Trade Comm ssion Act, shal
forthwith cease and desist fromrepresenting, in any nmanner,
directly or by inplication, that such product is effective in
preventing or substantially reducing corrosion in notor vehicle
bodi es.

1.
| T 1S FURTHER ORDERED t hat respondent David F. MCready,
individually and as an officer of RustEvader Corporation,

directly or through any corporation, subsidiary, division or
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ot her device, in connection with the manufacturing, packaging,

| abel i ng, advertising, pronotion, offering for sale, sale, or

di stribution of any product for use in notor vehicles in or
affecting commerce, as "commerce"” is defined in the Federal Trade
Conmi ssi on Act, shall forthwith cease and desist from maki ng any
representation, directly or by inplication, concerning the
performance, efficacy or attributes of such product unless such
representation is true and, at the tine such representation is
made, respondent possesses and relies upon conpetent and reliable
evi dence, whi ch, when appropriate, nust be conpetent and reliable
scientific evidence, that substantiates the representation.

| T I S FURTHER ORDERED t hat respondent David F. MCready,
individually and as an officer of RustEvader Corporation,
directly or through any corporation, subsidiary, division or
ot her device, in connection with the manufacturing, packaging,
| abel i ng, advertising, pronotion, offering for sale, sale, or
di stribution of any product for use in notor vehicles in or
af fecting coomerce, as "comerce" is defined in the Federal Trade
Commi ssion Act, shall forthwith cease and desist from
m srepresenting, in any manner, directly or by inplication, the
exi stence, contents, validity, results, conclusions,
interpretations or purpose of any test, study, or survey.

| V.

| T 1S FURTHER ORDERED t hat respondent David F. MCready,
i ndividually and as an officer of RustEvader Corporation,
directly or through any corporation, subsidiary, division or
ot her device, in connection with the manufacturing, packaging,
| abel i ng, advertising, pronotion, offering for sale, sale, or
di stribution of any product for use in notor vehicles in or
affecting comerce, as "commerce" is defined in the Federal Trade
Conmmi ssi on Act, shall forthwith cease and desist from
m srepresenting, in any manner, directly or by inplication, that
any denonstration, picture, experinent or test proves,
denonstrates or confirnms any material quality, feature or nerit
of such product.

V.
| T 1S FURTHER ORDERED t hat respondent David F. MCready,
i ndividually and as an officer of RustEvader Corporation,

directly or through any corporation, subsidiary, division or
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ot her device, in connection with the manufacturing, packaging,

| abel i ng, advertising, pronotion, offering for sale, sale, or
di stribution of the Rust Evader in or affecting commerce, as
"commerce" is defined in the Federal Trade Comm ssion Act, shal
forthwith cease and desist fromenploying the terns Rust Evader
or Rust Buster in conjunction with or as part of the name for
such product or the product |ogo.

VI .

| T I S FURTHER ORDERED t hat respondent David F. MCready,
individually and as an officer of RustEvader Corporation,
directly or through any corporation, subsidiary, division or
ot her device, in connection with the manufacturing, packaging,
| abel i ng, advertising, pronotion, offering for sale, sale, or
di stribution of any consuner product in or affecting conmerce, as
"commerce" is defined in the Federal Trade Comm ssion Act and
actually costing the consunmer nore than five dollars ($5.00),
shall forthwith cease and desist fromconditioning any witten or
inplied warranty of such product on the consuner's purchase or
use, in connection with such product, of any article or service
(other than article or service provided w thout charge under the
ternms of the warranty) which is identified by brand, trade, or
cor por ate nane.

VII.

| T 1S FURTHER ORDERED t hat respondent David F. MCready,
i ndividually and as an officer of RustEvader Corporation, his
successors and assigns, shall be liable for consuner redress in
t he amount of two hundred thousand dol |l ars ($200, 000. 00) as
provi ded herein:

A Not later than five (5) days fromthe date this O der
beconmes final, respondent shall deposit into an escrow
account to be established by the Comm ssion for the
pur pose of receiving paynent due under this O der
(“Comm ssion escrow account”), the sumof two hundred
t housand dol | ars ($200, 000. 00).

B. Provi ded however, that if, at the time this O der
beconmes final, respondent has not conpleted the sale of
respondent’s property known as RD 4 Box 92B, Altoona,
Pennsyl vani a 16601, then respondent shall deposit, into
t he Conmi ssi on escrow account, not later than five
(5)days fromthe date this Order becones final, the sum
of forty thousand dollars ($40,000.00). Respondent
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shal | deposit the renmai ni ng one hundred sixty thousand
dol lars ($160, 000.00) into the Conm ssion escrow
account upon the sale of respondent’s property known as
RD 4 Box 92B, Altoona, Pennsylvania 16601 at the tine
of the sale of said property or six nonths fromthe
date that this Order becones final, whichever first
occurs. Respondent shall provide security for the one
hundred si xty thousand dollars ($160, 000.00) by neans
of a nortgage on the property known as RD 4 Box 92B,

Al toona, Pennsylvania 16601. Such nortgage shall be in
a form and shall be entered into by such date as
agreed to by the parties, but no later than five (5)
days fromthe date this Order becones final

In the event of any default in paynent to the

Comm ssi on escrow account, which default continues for
nore than ten (10) days beyond the date of paynent,
respondent shall also pay interest as conputed under 28
U S.C. Section 1961, which shall accrue on the unpaid
bal ance fromthe date of default until the date the

bal ance is fully paid.

The funds deposited by respondent in the Conm ssion
escrow account, together with accrued interest, shall,
in the discretion of the Comm ssion, be used by the
Comm ssion to provide direct redress to purchasers of
t he Rust Evader in connection with the acts or
practices alleged in the conplaint, and to pay any
attendant costs of adm nistration. |f the Comm ssion
determnes, in its sole discretion, that redress to
purchasers of this product is wholly or partially

i npracticable or is otherwi se unwarranted, any funds
not so used shall be paid to the United States
Treasury. Respondent shall be notified as to how the
funds are distributed, but shall have no right to
contest the manner of distribution chosen by the

Comm ssion. No portion of the paynent as herein
provi ded shall be deemed a paynent of any fine,
penalty, or punitive assessnent.

At any tinme after this Order becones final, the

Comm ssion may direct the agent for the Comm ssion
escrow account to transfer funds fromthe escrow
account, including accrued interest, to the Conm ssion
to be distributed as herein provided. The Conmi ssion,
or its representative, shall, in its sole discretion
sel ect the escrow agent.
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F. Respondent relinquishes all dom nion, control and title
to the funds paid into the Comm ssion escrow account,
and all legal and equitable title to the funds vests in
the Treasurer of the United States and in the
desi gnat ed consuners. Respondent shall nake no claim
to or demand for return of the funds, directly or
indirectly, through counsel or otherw se; and in the
event of bankruptcy of respondent, respondent
acknow edges that the funds are not part of the
debtor’s estate, nor does the estate have any claimor
interest therein.

VI,

| T IS FURTHER ORDERED that for five (5) years after the | ast
date of dissem nation of any representation covered by this
Order, respondent David F. McCready, or his successors and
assigns, shall maintain and upon request make avail able to the
Federal Trade Comm ssion for inspection and copyi ng:

All materials that were relied upon in dissem nating such
representation; and

B. Al tests, reports, studies, surveys, denonstrations or
ot her evidence in their possession or control that
contradict, qualify, or call into question such

representation, or the basis relied upon for such
representation, including conplaints fromconsuners.

I X.

| T 1S FURTHER ORDERED t hat respondent David F. MCready
shall, for a period of ten (10) years fromthe date of issuance
of this Order, notify the Federal Trade Comm ssion within thirty
(30) days of the discontinuance of his present business or
enpl oynment and of his affiliation with any new busi ness or
enpl oynment. Each notice of affiliation with any new busi ness or
enpl oynment shall include the respondent’'s new busi ness address
and tel ephone nunber, current hone address, and a statenent
descri bing the nature of the business or enploynent and his
duties and responsibilities.

X
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| T 1S FURTHER ORDERED that this Order will term nate twenty
(20) years fromthe date of its issuance, or twenty (20) years
fromthe nost recent date that the United States or the Federal
Trade Conmi ssion files a conplaint (with or wi thout an
acconpanyi ng consent decree) in federal court alleging any
violation of the Order, whichever conmes |later; provided, however,
that the filing of such conplaint will not affect the duration
of :

A Any paragraph in this Oder that termnates in | ess
than twenty (20) years;

B. This Order's application to any respondent that is not
named as a defendant in such conplaint; and

C. This Order if such conplaint is filed after the O der
has term nated pursuant to this paragraph.

Provided further, that if such conplaint is dismssed or a
federal court rules that the respondent did not violate any

provi sion of the Order, and the dism ssal or ruling is either not
appeal ed or upheld on appeal, then the Order will term nate
according to this paragraph as though the conplaint was never
filed, except that the Order will not term nate between the date
such conplaint is filed and the later of the deadline for
appeal i ng such dism ssal or ruling and the date such dism ssal or
ruling is upheld on appeal.

Xl .

| T 1S FURTHER ORDERED t hat respondent David F. MCready
shall, within sixty (60) days after the date of service of this
Oder, file with the Comm ssion a report, in witing, setting
forth in detail the manner and formin which he has conplied with
this Order.

Signed this day of March, 1996.

David F. MCready,
i ndividually and as an officer
of Rust Evader Corporation

Mark R Wendeki er
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Attorney for David F. MCready

Signed this day of March, 1996.

Federal Trade Conm ssi on

By:

M chael M I grom

Brinley H WIIians

Dana C. Barragate

APPROVED:

Phillip L. Broyles
Regi onal Director
Cl evel and Regi onal Ofice

Joan Z. Bernstein
Di rect or
Bur eau of Consuner Protection
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ANALYSI S OF PROPOSED CONSENT ORDER
TO Al D PUBLI C COMVENT

The Federal Trade Commi ssion has accepted, subject to final
approval, an agreenent containing a proposed consent order from
David F. McCready (MCready).

On August 30, 1995, the Commission issued an adm nistrative
conplaint in this matter (described below). The admi nistrative
conpl aint was withdrawn from adjudi cation, with respect to
McCready, on April 11, 1996, for the purpose of considering the
proposed consent agreenent.

The proposed consent order has been placed on the public
record for sixty (60) days for receipt of coments by interested
persons. Comrents received during this period will becone part
of the public record. After sixty (60) days, the Conm ssion wl|
again review the agreenent and take other appropriate action, or
make final the proposed order contained in the agreenent.

This matter concerns advertisenents and ot her pronotional
practi ces by RustEvader Corporation (REC) in connection with the
pronoti on and sal e of the Rust Evader, a device purported to
reduce corrosion in notor vehicle bodies. The conplaint alleges
that McCready directed, fornulated and controlled the acts and
practices of REC during the period when the violations occurred.

The conpl aint all eges that REC and McCready engaged in
deceptive advertising in violation of Section 5 of the Federal
Trade Conmi ssion Act by falsely claimng that the Rust Evader is
effective to substantially reduce corrosion in notor vehicle
bodi es. The conplaint also alleges that the advertising inplied,
falsely, that REC and McCready had scientific substantiation for
this claim

The conpl aint al so all eges that REC and McCready used a
product denonstration of the Rust Evader that was deceptive
because it used conditions that an autonobil e would not encounter
in practice and that inproved the operation of the device. The
conplaint also alleges that the respondents used test results to
pronote the Rust Evader with the representation that such test
results constituted scientific proof of the efficacy of the
device. 1In fact, according to the conplaint, the test results
did not constitute such proof.

The conpl aint also alleged that REC and McCready viol at ed
Section 102(c) of the Magnuson-Mss Warranty Act by using a
warranty that was conditioned on the consuner having the Rust

1



Evader inspected every two years and that required the consuner
to pay for the inspection.

Finally, the conplaint alleged that REC and MCready
provi ded the nmeans and instrunentalities for others to violate
Section 5 of the Federal Trade Comm ssion Act.

The proposed consent order contains provisions designed to
prevent m srepresentations related to these specific matters and
others. Part |I of the order prohibits MCready fromrepresenting
that the Rust Evader is effective in preventing or substantially
reduci ng corrosion in notor vehicle bodies.

Part |11 prohibits MCready from maki ng any representation
concerning the performance, efficacy or attributes of a product
intended for use with notor vehicles unless there is conpetent
and reliable evidence to substantiate the representati on.

Part 111 prohibits McCready from m srepresenting the
exi stence, contents, validity, results, conclusions,
interpretations or purpose of any test, study, or survey in
connection with the sale or advertising of any product for use in
not or vehi cl es.

Part IV prohibits McCready from m srepresenting, in
connection with the sale of any product for use in notor
vehi cl es, that any denonstration, picture, experinment or test
proves, denonstrates or confirnms any material quality, feature or
merit of such product.

Part V prohibits McCready fromusing the names Rust Evader
and Rust Buster in connection with future sale of the Rust Evader
or any substantially simlar product.

Part VI prohibits future violations of Section 102(c) of the
Magnuson- Moss Warranty Act.

Part VII requires McCready to pay the sum of $200,000 to
provide a fund for redress of consuners who purchased the Rust
Evader. MCready w Il pay $40,000 within five days of final
i ssuance of the order by the Conm ssion, and will pay the
remai ni ng $160, 000 no | ater than six nmonths after final issuance
of the order. His obligation to pay the latter sumw || be
secured by a nortgage on real estate he now owns.

Parts VIII, I X, and Xl are conpliance and reporting
provisions that require McCready to: retain all records that
woul d bear on his conpliance with the order, notify the
Commi ssi on of any changes in his business affiliation, and report
to the Commi ssion his conpliance with the terns of the order.
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Part X provides that the order will termnate automatically
twenty years fromthe date it becones final unless the Comm ssion
has brought an action in federal court alleging a violation of
the order. |In that case, the order will term nate twenty years
fromthe date that the federal court action is filed.

The purpose of this analysis is to facilitate public coment
on the proposed order. It is not intended to constitute an
official interpretation of the agreenent and proposed order or to
nodi fy in any way their terns.



