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COMPLAINT

The Federal Trade Commssion (" Commssion ), having reason
to believe that respondent Cablevision Systems Corporation (" CVS "
a corporation subject to the jurisdiction of the Commssion , proposes
to acquire certain cable television systems owned by TeleCommunications , Inc. (" TCI" ), in violation of Section 7 of the
Clayton Act , as amended , 15 U.S. c. 18 , and Section 5 of the Federal
Trade Commission Act ("FTC Act ), as amended , 15 D. C. 45 , and

it appearing to the Commssion that a proceeding in respect thereof
would be in the public interest , hereby issues its complaint pursuant
to Section 11 of the Clayton Act , as amended , 15 D. C. 21 , and
Section 5(b) of the FTC Act , as amended , 15 D. C. 45(b), stating its
charges as follows:
I. CVS

PARAGRAPH L Respondent CVS is a corporation organized
existing, and doing business under and by virtue of the laws of the
State of Delaware , with its principal office and place of business
located at 1 Media Crossways , Woodbury, New York.
PAR. 2. Respondent CVS is , and at all times relevant herein has
been , engaged in commerce , as " commerce " is defined in Section 1
of the Clayton Act , as amended , 15 D.

C. 12 ,

and is a corporation
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whose business is in or affects commerce , as " commerce " is defined
in Section 4 of the FTC Act , as amended , 15 U. e. 44.
II. TCI

PAR. 3. TCI is a corporation organized , existing, and doing
business under and by virtue of the laws of the State of Delaware
with its principal executive offices located at 5619 DTC Parkway,
Englewood , Colorado.

PAR. 4. TCI is ,

and at all times relevant herein has been

engaged in commerce , as " commerce " is defined in Section 1 of the
Clayton Act , as amended, 15 USe. 12 , and is a corporation whose
business is in or affects commerce , as " commerce " is defined in
Section 4 of the FTC Act , as amended , 15 U. e. 44.
III. THE PROPOSED ACQUISITON

PAR. 5. Respondent CVS entered into an agreement with TCI in

which CVS wil acquire certain cable television systems presently
owned and operated directly or indirectly by TCI in New Jersey and
New York serving approximately 820 000 subscribers , in exchange
for CVS voting securities valued at approximately $423, 000 000
the acquisition
IV. THE RELEVANT MARKETS

PAR. 6. The relevant line of commerce in which to analyze the
effects of the acquisition is the distribution of multichannel video

programmng by cable television.
PAR. 7. The relevant geographic areas in which to analyze the
effects of the acquisition are the Boroughs of Paramus and Hillsdale
in Bergen County, New Jersey.
PAR. 8. The relevant line of commerce is highly concentrated
with only two cabJe television providers -- CVS and TCI -- in the
relevant geographic areas.
PAR. 9. Respondent CVS is an actual and potential competitor
of TCI in the relevant line of commerce in the relevant geographic
areas.

PAR. 10. Timely and effective entry in the relevant line of
commerce in the relevant geographic areas is unlikely.
V. EFFECTS OF THE ACQUISITON

PAR. 1 L The effects of the acquisition may be substantially to
lessen competition or to tend to create a monopoly in the relevant
markets in the following ways, among others:
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CVS and TCI to serve existing
residential neighborhoods , hotels , and apartment compJexes wil be
eliminated;
a. Actual competition between

b. ActuaJ

competition between CVS and TCI to serve new

residential neighborhoods , hoteJs, and apartment developments will
be eliminated; and
c. Actual and potential competition between CVS and TCI to
extend their cable systems throughout the reJevant geographic areas
will be eliminated.
VI. VIOLATIONS CHARGED

PAR. 12. The acquisition agreement described in paragraph five
constitutes a violation of Section 5 of the FTC Act , as amended , 15

use. 45.

PAR. 13. The acquisition described in paragraph fivc , if
consummated , would constitute a violation of Section 7 of the
Clayton Act , as amended , 15 U. e. 18 , and Section 5 of the FTC
Act , as amended , J5 U. e. 45.
DECISION AND ORDER

The Federal Trade Commission ("Commission ), having initiated
an investigation of the proposed acquisition by Cablevision Systems
Corporation (" CabJevision " ) of certain cable teJevision systems
owned and operated by Tele- Communications , Inc. (" TCI" ), and it
now appearing that Cablevision , hereinafter sometimes referred to as
respondent " has been furnished with a copy of a draft compJaint
that the Bureau of Competition proposed to present to the
Commssion for its consideration , and which , if issued by the

Commssion , wouJd charge respondent with violations of the CJayton
Act and Federal Trade Commssion Act; and
Respondent , its attorneys , and counsel for the Commssion having
thereafter executed an agreement containing a consent order , an
admission by 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 compJaint , and waivers and other provisions as required by the
Commission s Rules; and

The Commssion having thereafter considered the matter and
having determined that it had reason to believe that the respondent
has violated the said Acts , and that a complaint should issue stating
its charges in that respect , and having thereupon accepted the
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executed consent agreement and placed such agreement on the public
record for a period of sixty (60) days , and having duJy considered the
comment received , now in further conformity with the procedure
prescribed in Section 2. 34 of its Rules , the Commission hereby issues
its complaint , makes the followingjurisdictionaJ findings and enters
the following order:

I. Respondent CabJevision Systems Corporation is a corporation
organized , existing, and doing business under and by virtue of the
laws of the State of Delaware , with its principal office and place of
business located at I Media Crossways , Woodbury, New York.
2. The Federal Trade Commssion has jurisdiction of the subject
matter of this proceeding and of respondent , and the proceeding is in
the public interest.
ORDER

It is ordered That:
As used in this order , the following definitions shall apply:
A.
Agent or representative means a person that is acting in
a fiduciary capacity on behalf of a principal with respect to the

specific conduct or action under review or consideration.
B.
Acquisition means the acquisition by Cablevision of certain
cable television systems owned and operated directly or indirectly by
TCI and serving various communities in New Jersey and New York
as set forth in paragraph five of the draft of compJaint.
e.
Respondent or Cablevision means Cablevision Systems
Corporation and all of its directors , offcers , empJoyees , agents , and
representatives , and also includes (I) all of Cablevision Systems
Corporation s predecessors , successors , assigns , subsidiaries , and
divisions and an of their respective directors , officers , employees
agents , representatives , successors , and assigns; and (2) any
partnerships , joint ventures , and affiliates that Cablevision Systems
Corporation Controls and the respective directors , officers
employees , successors and assigns of each.
D.
TCI"
means TeJe- Communications , Inc. and all of its
directors , officers , employees , agents, and representatives , and also
includes (I) all of TeJe- Communications, lnc.'s , predecessors
successors , assigns , subsidiaries , and divisions and all of their
respective directors , offcers , employees, agents , representatives
successors , and assigns; and (2) any partnerships , joint ventures , and
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affiiates that Tele- Communications , lnc. , controls and the respective
directors , officers, employees , successors and assigns of each.
E.
Control"
has the meaning set forth in J6 e.F.R. 80L I as that
regulation read on November I , 1997.
F.
Commission means the Federal Trade Commission.
G.
TCI Paramus and Hillsdale Systems Assets means the Cable
Television System Assets that were owned directly or indirectly by
TCI prior to this Acquisition and that are physically located in the
relevant geographic area , and all other properties , privileges , rights
interests and claims , real and personal , tangible and intangibJe, of
every type and description that are owned , leased , held or used in the
provision of Cable Television Service by TCI solely in and for the
relevant geographic area , including governmental pennts , franchises
intangibles , equipment and real property; provided , however , that
TCI Paramus and HilsdaJe Systems Assets " shall not include:
L The TCI Optical Transfer Network (the " OTN" ) that distributes
Cable Television Service to certain municipalities , townships and

boroughs north and south of Paramus and which is located at the
intersection of Bluebell Court and Pascack Road near the border of
Paramus and Washington Township;
2. The TCI fiber optic cable that distributes Cable Television
Service to certain municipalities , townships and boroughs north of
Paramus , and which is Jocated on the border of Paramus and
Washington Township along Blue Bell Court , Pascack Road and
Linwood A venue;

3. The TCI fiber optic cable that distributes Cable TeJevision
Service to certain municip alities , townships and boroughs north of
Paramus , and which is located on the border of Paramus and

Ridgewood Township aJong Gateway Road and along that portion of
Linwood Avenue between Gateway Road and Paramus Road;

4. The TCI fiber optic cable that distributes Cable Television
Service to certain municipalities , townships and boroughs south of

Paramus and which is located along Pascack Road , Fairview Road
Century Road , Spring Valley Road and Howland Avenue; and
5. All other TCI fiber optic cables located within the relevant
geographic area that are not used to provide Cable Television Service
in the relevant geographic area.
H.
Cable Television Service means the delivery of video
entertainment and informational programming via a Cable TeJevision
System.
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Cable Television System means a facility, consisting of a set

of closed transmission paths and associated

signal generation

reception , and control equipment that is designed to provide video
entertainment and informational programming to muJtiple subscribers
within a community.
1.
Cable Television System Assets means those physical assets
including but not limited to coaxial cable and amplifiers , that make
up the facility that is a Cable TeJevision System.
K.
Relevant geographic area means that area within the official
municipal boundaries of each of the Boroughs of Paramus and

Hilsdale in the County of Bergen in the State of New Jersey.
L.
Competitiveness, viability and marketability of the TCI

Paramus and Hilsdale Systems Assets means that ,
paragraph H.

subject to

, Cablevision shall continue the operation of the TCI

Paramus and Hillsdale Systems Assets in the ordinary course of
business without material change or alteration that may adverseJy

affect the value or goodwill of the TCI Paramus and Hinsdale
Systems Assets , which do not include a headend and which are
currently operated (including the selection of video programmng for
distribution over those assets and the marketing and pricing of Cable
Television Service delivered over those assets) as a part of and from
the singJe headend of the TCI Northern New Jersey CabJe Television
System.
M.

Headend"

means the control center of a CabJe Television

System , where incoming signals are amplified , converted , and
combined , together with signals originated in the Cable Television
System , in a common transmission medium for distribution to
subscribers.
N.
Person means a corporation , partnership, joint venture or
other business entity, whether incorporated or unincorporated.
O.
News 12 N.J. means the regional video programmng service
known as News 12 New Jersey.
P.
TCI Northern New Jersey Cable Television System means the
Cable Television System owned directly or indirectly by TCI that
serves fifty- three communities in northern New Jersey from a single
headend located in Oakland , New Jersey, and that , at the time of the
Acquisition , includes the TCI Paramus and Hilsdale Systems Assets.
Signing date means the date the respondent executes the
Q.
agreement containing consent order.
R.
Divestiture period"
means the six (6) month period from the
signing d ate.
S.
Signal services means the transmission by Cablevision from
one or more of its headends of the signals of one or more
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programmng services (including broadcast television signals) to the
acquirer of the TCI Paramus and Hilsdale Systems Assets , subject to
Cablevision s and such acquirer s having the necessary licenses or
other authorizations to re- transmit such programming service(s).
T.
Bergen Cable Television System means the CabJe Television
System owned by Cablevision prior to the Acquisition that serves the
reJevant geographic area and a number of other communities in and
around Bergen County in New Jersey from a single headend.
II.

It is further ordered That:

A. Cablevision shall divest , absolutely and in good faith , the TCI
Paramus and Hilsdale Systems Assets within the divestiture period;
provided , however , that , if respondent has entered into a binding
contract with and has obtained the Commssion s approval for an
acquirer and filed an applications for other required governmental
approvals within six (6) months from the signing date, the divestiture
period shan be extended by (i) an additional period of time equivalent
to the number of days that any governmental body (other than the
Commssion) takes to approve or disapprove an application necessar
to be approved or disapproved prior to completion of the divestiture
and (ii) an additional five business days to enable the closing of the
divestiture. Cablevision shan undertake its best efforts to facilitate
any governmental approvals required to effect divestiture of the TCI
Paramus and Hilsdale Systems Assets and their continued use in
Cable TeJevision Service in the reJevant geographic area. Cablevision

shan grant to the acquirer or acquirers of the TCI Paramus and
Hilsdale Systems Assets an indefeasible right to use the two fibers
(the " Fibers ) that link the TCI Cable Television System Assets in
Paramus and the TCI Cable Television System Assets in HilsdaJe for
so long as the acquirer or acquirers (and/or their successors in
interest) use the Fibers to provide Cable Television Service , and/or
voice , data or internet transmissions , in or to the TCI Paramus and
Hilsdale Systems Assets. To ensure the availability of cable
programmng services to the TCI Paramus and Hilsdale Systems
Assets after divestiture , for the period of this order , Cablevision shan
waive and not obtain , solely with respect to delivery by the acquirer
of the TCI Paramus and Hilsdale Systems Assets by means of a
Cable Television System in the relevant geographic area , any

exclusive rights to cable programmng services , except for News 12
N.J.
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B. For the purpose of facilitating the divestiture of the TCI
Paramus and Hilsdale Systems Assets , Cablevision shalJ , within the
earlier of the tennnation of the divestiture period or divestiture:

1. Extend the coaxial trunk cable currently located on Hilsdale

Avenue in the Borough of Hillsdale in order to provide

Cable

Television Service to those homes that are located in the Borough of
Hilsdale and to the west of the Garden State Parkway.
2. Create within one hundred (100) yards of the OTN a point of
connection to the TCI Paramus System Assets such that the acquirer

or acquirers of such assets can directly or indirectly connect a
headend to such assets through that point of connection.
e. Cablevision

shall divest the TCI Paramus and HillsdaJe

Systems Assets only to an acquirer or acquirers that receive the prior
approval of the Commission and only in a manner that receives the
prior approval of the Commission. The purpose of the divestiture of

the TCI Paramus and Hilsdale Systems Assets is to ensure the
continued use of the TCI Paramus and Hilsdale Systems Assets as an
ongoing, viable deliverer of Cable Television Service in the relevant
geographic area, and to remedy the lessening of competition resulting

from the proposed acquisition of the TCI Paramus and Hilsdale
Systems Assets by Cablevision as alJeged in the Commssion
complaint.
D. Until divestiture of the TCI Paramus and HilJsdale Systems
Assets , Cablevision shalJ take such actions as are necessary to
maintain the competitiveness ,

viability and marketability, as such

existed at the time of the Acquisition

, of the TCI Paramus

and

Hilsdale Systems Assets and to prevent the destruction , removaJ
wasting, deterioration, or impairment of any ofthe TCI Paramus and
Hilsdale Systems Assets except for ordinary wear and tear; provided
however , that nothing in this order or the annexed Agreement to Hold
Separate shall be construed:

1. To prohibit Cablevision from altering the programming offered

, branding, or channel line-up of the Cable Television Service
delivered over the TCI Paramus and HillsdaJe Systems Assets to
subscribers located in the relevant geographic area , if Cablevision
alters in the same way the programming offered on , branding, or
channel line-up of Cable Television Service deJivered from the

headend serving the TCI Northern New Jersey Cable Television
System to other communities served from that headend;
2. Either to require or to prohibit Cablevision from constructing

an independent headend, trunk cable(s), node(s), and/or any other
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facilities for the purpose of permitting the distribution of Cable
Television Service to subscribers located in the relevant geographic
area;

3. To require Cablevision to divest any assets ,

properties,

priviJeges , rights , interests , claims , real or personal , tangible or
intangible , ofTCI Northern New Jersey other than those that are the
TCI Paramus and Hillsdale Systems Assets; or

4. To prohibit Cablevision from providing headend services
including signal services ,

to the acquirer or acquirers of the TCI
Paramus and Hilsdale Systems Assets for up to twelve (12) months
fonowing divestiture.

E. Until divestiture of the TCI Paramus and Hillsdale Systems
Assets ,

any promotion for the Cable Television Service deJivered

over CabJevision s Bergen Cable Television System that is offered by

Cablevision to existing or potential subscribers located in the reJevant
geographic area shan be offered on comparable terms to other

existing or potential subscribers to the Bergen Cable Television
System.
It is further ordered That:
A. If Cablevision has not obtained the Commssion s approval of
an acquirer for the TCI Paramus and Hinsdale Systems Assets within

the divestiture period:

L The Commission may appoint a trustee to divest the TCI

Paramus and Hilsdale Systems Assets. In the event that the
Commssion or the Attorney General brings an action pursuant to
Section 5(1) of the Federal Trade Commission Act , 15 U. e. 45(1),
or any other statute enforced by the Commssion , Cablevision shall
consent to the appointment of a trustee in such action. Neither the
appointment of a trustee nor a decision not to appoint a trustee under
this paragraph shan preclude the Commission or the Attorney
General from seeking civiJ penaJties or any other relief available to
, including a court-appointed trustee , pursuant to Section 5(1 of the
FederaJ Trade Commission Act , or any other statute enforced by the
Commission , for any faiJure by the respondent to comply with this
order; and
2. Cablevision shan construct a headend with the necessary

capability to enabJe the TCI Paramus and HilsdaJe Systems Assets
to provide Cable Television Service comparable to that being

provided over the TCI Paramus and Hinsdale Systems Assets in the
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relevant geographic area on the signing date. Cablevision shall
initiate the process of creating this headend at the time this paragraph
IILA. 2 becomes applicable , if ever , and shall complete the

construction of this headend no later than twelve months from the
date this order becomes final; provided , however , that paragraph
II. A.2 shall not apply in the event that an acquirer that has entered
into a binding agreement to acquire the TCI Paramus and Hilsdale
Systems Assets notifies Cablevision and the Commssion in writing
that the acquirer would prefer to construct the headend itself after its
acquisition of the TCI Paramus and Hillsdale Systems Assets.
B. If Cablevision has , prior to the end of the divestiture period
both obtained the Commission s approvaJ of an acquirer for the TCI

Paramus and Hilsdale Assets and filed all appJications

for other

governmental approvals that must be obtained prior to divestiture , but
one or more of such approvals are denied after the divestiture period
then the divestiture period shall be extended by a period of time equal
to the time between the date of submission of the appJication for the
approval(s) that were denied and the date that such approval(s) were
denied. Notwithstanding this extension of the divestiture period , the
requirements of paragraph II. A.2 shall apply.
e. If a trustee is appointed by the Commssion or a court pursuant
to paragraph IILA. I of this order , CabJevision shall consent to the
following terms and conditions regarding the trustee s powers , duties
authority, and responsibiJities:

I. The Commission shall select the trustee , subject to the consent
of respondent , which consent shall not bc unreasonabJy withheld.
The trustee shall be a person with experience and expertise in

acquisitions and divestitures. If respondent has not opposed , in
writing, including the reasons for opposing, the selection of any
proposed trustee within ten (J 0) days after notice by the staff of the
Commssion to respondent of the identity of any proposed trustee
respondent shall be deemed to have consented to the seJection of the
proposed trustee.

2. Within ten (J 0) days after appointment of the trustee
CabJevision shall execute a trust agreement that , subject to the prior

approval of the Commssion and , in the case of a court-appointed
trustee , of the court , transfers to the trustee all rights and powers
necessary to permt the trustee to effect the divestiture required by
this order.
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3. Subject to the prior approvaJ of the Commssion , the trustee
shall have the exclusive power and authority to divest the TCI
Paramus and Hinsdale Systems Assets.
4. The trustee shan have twelve (12) months from the date the
Commission approves the trust agreement described in paragraph
III.e.2 to accomplish the divestiture , which shan be subject to the

prior approval of the Commssion. If, however , at the end of the
twelve-month period , the trustee has submitted a plan of divestiture
or believes that divestiture can be achieved within a reasonabJe time

the period for divestiture by the trustee may be extended by the
Commission , or , in the case of a court-appointed trustee , by the court;
provided , however , the Commission may extend this period only two
(2) times.
5. The trustee shan have fun and compJete access to the
personnel , books , records , and facilities related to the TCI Paramus
and Hinsdale Systems Assets or to any other relevant information as
the trustee may request. Cablevision shan deveJop such financiaJ or
other information as such trustee may request and shall cooperate

with the trustee. Cablevision shan not take any action to interfere
with or impede the trustee s accomplishment of the divestiture. Any
delays in divestiture caused by Cablevision shan extend the time for
divestiture under this paragraph in an amount equal to the delay, as
determined by the Commssion
for a court-appointed trustee , by
the court.

6. The trustee shan use his or her best efforts to negotiate
expeditiously the most favorable price and terms avaiJabJe in each

contract that is submitted to the Commssion , subject to CabJevision ' s
absolute and unconditionaJ obligation to divest expeditiousJy at no
minimum price. The divestiturc shan be made in the manner and to

the acquirer or acquirers as set out in paragraph II of this order;
provided , however , ifthe trustee receives bona fide offers from more
than one acquiring entity, and if the Commission determnes to
approve more than one such acquiring entity, the trustee shan divest
to the acquiring entity or entities seJcctcd by Cablevision from among
those approved by the Commission.
7. The trustee shaJJ serve ,

without bond or other security, at the
cost and expcnse of Cablevision , on such reasonable and customary
terms and conditions as the Commission or a court may set. The
trustee shan have the authority to employ, at the cost and expense of
Cablevision , such consultants , accountants , attorneys , investment
bankers , business brokers , appraisers , and other representatives and

assistants as are necessary to carry out the trustee

s duties and

responsibilities. The trustee shan account for all monies derived from
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the divestiture and an expenses incurred. After approval by the
Commission and , in the case of a court-appointed trustee , by the
court , of the account of the trustee , including fees for his or her
services , aJl remaining monies shall be paid at the direction of
Cablevision , and the trustee s power shaJl be termnated. The
trustee s compensation shan be based at least in significant part on a

commssion arrangement contingent on the trustee s divesting the
TCI Paramus and Hillsdale Systems Assets.
8. Cablevision shan indemnify the trustee and hold the trustee
harmless against any losses , claims , damages , liabilities , or expenses
arising out of , or in connection with , the performance of the trustee
duties , including all reasonable fees of counsel and other expenses
incurred in connection with the preparation for , or defense of, any
claim , whether or not resulting in any liability, except to the extent
that such liabilities , losses , damages , claims, or expenses result from
misfeasance , gross negligcncc , willul or wanton acts , or bad faith by
the trustee.
9. If the trustee ceases to act or fails to act diligently, a substitute
trustee shall be appointed in the same manner as provided in
paragraph III. A. I of this order.
10. The Commission or , in the case of a court-appointed trustee
the court , may on its own initiative or at the request of the trustee

issue such additional ordcrs or directions as may be necessary or
appropriate to accomplish the divestiture required by this order.
II. The trustee shall have no obligation or authority to operate or
maintain the
TCI
Paramus and Hi1sdale Systems Assets.

J 2. The trustee shall report in writing to Cablevision and the
Commission every sixty (60) days concerning the trustee s efforts to
accomplish divestiture.
IV.

It is further ordered That:

Cablcvision shan comply with all terms of the Hold Separate
Agrccment , attached to this order and made a part hereof as
Appendix I. The Hold Separate Agreement shaJl continue in effect
until such time as the TCI Paramus and HiJlsdaJe Systems Assets
shan have been divested as required by this order.

It is further ordered,

That:

A. For a period of ten (J 0) years from the date this order becomes
final , Cablevision shan not , without providing advance written
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notification to the Commssion ,

directly or indirectly through

subsidiaries , partnerships or otherwise:

1. Acquire any stock , share capital , equity, or other ownership
interest (an " Interest ) in any concern , corporate or non-corporate
that is engaged at the time of such acquisition , or that has been

engaged within the two (2) years preceding such acquisition , in
providing Cable Television Service within the relevant geographic
area; or

2. Acquire any assets used for or previously used for (and stil
suitable for use for) providing Cable Television Service within the
relevant geographic area; provided , however , that this paragraph V
shalJ not apply to the acquisition of products or services in the

ordinary course of business; and provided , further , that this paragraph
V shalJ not apply to:

(i) The acquisition by Cablevision of any Interest in a person that
is engaged in the business described in subparagraph V.

owns any assets described in subparagraph

l or that

2 that results in
Cablevision s owning no more than 5% of the total Interests in that
person and that does not give Cablevision Control of that person;
(ii) The acquisition by Cablevision of any Interest in a person that
V.

is engaged in the business described in subparagraph V.

I or that

2 if (a) the vaJue of
such business or assets represents no more than 10% of the total
value of such person , (b) in connection with such acquisition such
person agrees with Cablevision to divest such business or assets prior
to the consummation of such acquisition , and (c) such business or
assets are , in fact , so disposed of within such period;
(iii) The acquisition by any person of the business described in
subparagraph V. A.I or of any assets described in subparagraph V.
owns any assets described in subparagraph V.

if (a) Cablevision owned an Interest in that person prior to such
person s acquisition of such business or assets, (b) the value of such
business or assets represents no more than 5% of the total value of
such person folJowing its acquisition , and (c) Cablevision owns no
more than 331/% of the total Interests in such person; or
(iv) The formation and operation , with any person that is engaged
in the business described in subparagraph V. A.I or that owns any
assets described in subparagraph V.

, of any joint venture

enterprise or partnership concerning any teJecommunication service

(including, but not limited to video , data or voice) and ancilJary
services related thereto that does not involve the TCI Paramus and
HilJsdale Systems Assets.
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B. Notification required under this provision shall be given on the
Notification and Report Form set forth in the Appendix to Part 803
of Title 16 of the Code of Federal Regulations as amended
(hereinafter referred to as " the Notification ), and shall be prepared
and transmitted in accordance with the requirements of that part
except that no filing fee will be required for any such notification
notification shall be filed with the Secretary of the Commission
notification need not be made to the United States Department of
Justice , and notification is required only of respondent and not of any
other party to the
Notification to the

transaction. Respondent shall provide the
Commission at least thirty days prior to

consummating the transaction (hereinafter referred to as the " first
waiting period" ). If, within the first waiting period , representatives of
the Commssion make a written request for additionaJ information or
documentary material (within the meaning of J6 e.F.R. 803. 20),

respondent shall not consummate the transaction until twenty days
after submitting such additional information or documentary material.

Early termination of the waiting periods in this paragraph may be
requested and , where , appropriate , granted by

Jetter from the

Commission s Bureau of Competition; provided , however , that prior
notification shall not be required by this paragraph V for a transaction
for which notification is required to be made , and has been made
pursuant to Section 7A of the Clayton Act , 15 U. e. l8a.
VI.

It is further ordered That:

A. Within sixty (60) days after the date this order becomes final

and every sixty (60) days thereafter until CabJevision has fully
compJied with the provisions of paragraphs II , II , and IV of this
order , CabJevision shall submit to the Commission a verified written
report setting forth in detail the manner and form in which it intends
to compJy, is complying, and has complied with paragraphs

, II

and IV of this order. Cablevision shall incJude in its compJiance
reports , among other things that are required from time to time , a full
description of the efforts being made to comply with paragraphs

, and IV of the order , incJuding a description of all substantive
contacts or negotiations for the divestiture and the identity of alJ
parties contacted. Cablevision shall incJude in its compliance reports
copies of all written communications to and from such parties , and alJ
reports and recommendations concerning divestiture.

B. One (1) year from the date this order becomes final , annually
for the next nine (9) years on the anniversary of the date this order
becomes final , and at othcr times as the Commssion may require
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Cablevision shall file a verified written report with the Commission
setting forth in detail the manner and form in which it has complied
and is compJying with this order.
VII.

It is further ordered That:

Respondent shall notify the Commission at least thirty (30) days

prior to any proposed change in Cablevision such as dissoJution
assignment , or sale resulting in the emergence of a successor
corporation , or the creation or dissoJution of subsidiaries of
Cablevision or any other change in Cablevision that may affect
compliance obligations arising out of the order.

VII
It is further ordered That:

For the purpose of determining or securing compliance with this
order, and subject to any legally recognized privilege , upon written
request and on reasonable notice to Cablevision , Cablevision shall
permit any duJy authorized representative of the Commssion:
A. Access , during office hours and in the presence of counsel , to
inspect any facilities and to inspect and copy all books , ledgers
accounts, correspondence , memoranda and other records and

documents in the possession or under the control of Cablevision
reJating to any matters contained in this order; and
B. Upon five (5) days ' notice to Cablevision and without restraint
or interference from it , to interview officers , directors, or employees
of Cablevision ,

who may have counseJ present , relating to any

matters contained in this order.
APPENDIX I
AGREEMENT TO HOLD SEPARATE

This Agreement To Hold Separate ("Agreement ) is by and

between CabJevision Systems Corporation (" Cablevision

), a

corporation organized, existing, and doing business under and by
virtue of the Jaws of the State of Delaware , with its principaJ office
and place of business at I Media Crossways , Woodbury, New York;
and the Federal Trade Commssion ("Commssion ), an independent
agency of the United States Government , established under the
Federal Trade Commission Act , 15 U. c. 41 et seq.
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Whereas Cablevision entered into an agreement with TeleCommunications , Inc. ("TCI" ), a Delaware corporation , whereby
CabJevision will acquire certain CabJe Television Systems owned and

operated by TCI (hereinafter the " Acquisition ); and
Whereas the Commssion is now investigating the Acquisition to
determne if it would violate any of the statutes enforced by the
Commssion; and
Whereas if the Commssion accepts the attached Agreement
Containing Consent Order ("Consent Agreement ), which would

require the divestiture of the TCI Paramus and HilsdaJe Systems
Assets (as defined in the Consent Agreement), the Commssion must
place the Consent Agreement on the public record for a period of at
least sixty (60) days and may subsequently withdraw such acceptance
pursuant to the provisions of Section 2. 34 of the Commission

Rules; and
Whereas the Commission is concerned that if an understanding
is not reached , preserving the independent pricing and marketing of
the Cable Television Service provided over the TCI Paramus and
HilsdaJe Systems Assets in the relevant geographic area during the

period prior to the final acceptance and issuance of the Consent
Agreement by the Commssion (after the 60- day public comment
period), divestiture resulting from any proceeding challenging the
legality of the Acquisition might not be possible , or might be Jess
than an effective remedy; and
Whereas the Commssion is concerned that if the Acquisition is

consummated, it will be necessary to preserve the Commssion
ability to require the divestiture of the assets described in paragraph
II of the Consent Agreement; and
Whereas the purpose of this Agreement and the Consent
Agreement is to preserve the TCI Paramus and HilsdaJe Systems
Assets pending divestiture , and to remedy any anti competitive effects
of the Acquisition; and
Whereas Cablevision s entering into this Agreement shall in no
way be construed as an admission by CabJevision that the Acquisition
is ilegal or has any anti competitive effects; and
Whereas Cablevision understands that no act or transaction
contemplated by this Agreement shaJl be deemed immune or exempt
from the provisions of the antitrust Jaws or the Federal Trade
Commission Act by reason of anything contained in this Agreement.
Now , therefore upon the understanding that the Commssion has
not yet determined whether it will challenge the Acquisition , and in
consideration of the Commission s agreement to accept the Consent
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Agreement for public comment and grant early termination of the
HSR waiting period , the parties agree as foJlows:
L Cablevision agrees to execute and be bound by the attached
Consent Agreement.

2. Cablevision agrees that it wil comply with the provisions of

paragraph 3 of this Agreement from the date this Agreement is
accepted until the earliest of the dates listed in subparagraphs 2.

a. Three (3) business days after the Commssion withdraws its
acceptance of the Consent Agreement pursuant to the provisions of
Section 2. 34 of the Commission s Rules; or
b. The day after the divestiture required by the Consent
Agreement has been completed.
3. Pending divestiture , Cablevision shall operate the TCI Paramus
and Hilsdale Systems Assets on the foJlowing terms and conditions:

a. CabJevision wil retain two (2) members of the management of
TCI Northern New Jersey (the " management team ), who are fuJly
familiar with the TCI Paramus and Hilsdale Systems Assets , to price
and market the Cable TeJevision Service delivered over the TCI

Paramus and HilsdaJe Systems Assets. The individuals on the
management team shaJl price and market such Cable Television
Service independently of the management of Cablevision ' s other
s Paramus and HiJlsdale Cable

businesses, including Cablevision '

Television Systems. The individuals on the management team shaJl
not be involved in any way in the operation or management of any
other Cablevision Cable Television System. If any member of the
management team is unable or unwiling to continue to serve on the
management team (or becomes unable to do so during the term ofthis
Agreement) that position wil be filed by an individual not involved
in any way in the operation or management of any other Cablevision
Cable Television System.
b. The management team , in its capacity as such , shaJl report

directly and exclusively to an individual to be designated by
Cablevision (the " Cablevision Contact ) who has no direct
responsibilities for Cable Television System operations and who is
competent to assure the continued operations of the TCI Paramus and
Hilsdale Systems Assets in accordance with this Agreement.
c. Cablevision shaJl not exercise direction or control over , or
influence directly or indirectly, the management team or any of its
activities reJating to the pricing and marketing of Cable Television
Service delivered by the TCI Paramus and Hilsdale Systems Assets;
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provided , however , that Cablevision may exercise such direction and

control over the management team and the TCI Paramus and
Hilsdale Systems Assets as is necessary to ensure compliance with
this Agreement and with the Consent Agreement and with all
applicable laws.

d. Pending divestiture and subject to paragraphs ILD and I.L of
the Consent Agreement , Cablevision shall maintain the competitiveness , viability and marketability of the TCI Paramus and Hilsdale
Systems Assets and shall not selJ , transfer , encumber (other than in
the ordinary course of

business), or otherwise impair their

competitiveness , viability or marketability (as defined in the Consent
Agreement).
e. Except for the Cablevision Contact and the management team
Cablevision shall not permit any otherCablevision employee , officer
or director to be involved in the pricing or marketing of CabJe
Television Service deJivered by TCI Paramus and HilsdaJe Systems
Assets; provided , however , that Cablevision employees involved in
engineering, construction , customer service , data processing, training,
human resources , finance , legal services , tax , accounting, insurance
internal audit , payroll , programming, purchasing, real estate , risk
management , telephony, compliance with FCC reguJations , contract
administration , and simiJar services may provide such scrvices to the
TCI Paramus and Hilsdale Systems Assets.
f. The management team shalJ serve at the cost and expense of

Cablevision. Cablevision shaH indemnify the management team
against any losses or cJaims of any kind that might arise out of
management team members ' involvement under this Agreement
except to the extent that such Josses or cJaims result from
misfeasance , gross negligence , wiHfuJ or wanton acts , or bad faith by
the management team.
g. If any member of the management team ceases to act or fails
to act diligently, a substitute member shaH be appointed.
4. Should the Federal Trade Commission seek in any proceeding
to compel Cablevision to divest any of the TCI Paramus or Hillsdale
Systems Assets , as provided in the Consent Agreement , or to seek
any other injunctive or equitable relief for any failure to comply with
the Consent Agreemcnt or this Agreement , or in any way reJating to
the Acquisition , as defined in the Consent Agreement , Cablevision

shall not raise any objection based upon the expiration of the
appJicable Hart- Scott- Rodino Antitrust Improvements Act waiting
period or the fact that the Commission has pennttcd the Acquisition.
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CabJevision also waives all rights to contest the validity of this
Agreement.
5. To the extent that this Agreement requires CabJevision to take

or prohibits Cablevision from taking, certain actions that otherwise
may be required or prohibited by contract , Cablevision shall abide by
the terms of this Agreement or the Consent Agreement and shall not
assert as a defense such contractual requirements in any action

brought by the Commssion to enforce the terms of this Agreement
or the Consent Agreement.

6. For the purpose of detennning or securing compliance with
this Agreement , subject to any legally recognized privilege , and upon

written request with reasonable notice to CabJevision made to its
principal office, Cablevision shall pennt any duly authorized
representative or representatives of the Commission:
a. Access during the office hours of Cablevision and in the

presence of counsel to inspect any facilities and to inspect and copy
all books , ledgers , accounts , correspondence , memoranda , and other

records and documents in the possession or under the control of
Cablevision relating to compliance with this Agreement; and
b. Upon five (5) days ' notice to Cablevision , and without restraint
or interference from Cablevision , to interview officers or employees
of Cablevision , who may have counsel present , regarding any such
matters.

7. This Agreement shall not be binding untiJ approved by the
Commission.
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IN THE MA TTER OF

CUC INTERNATIONAL INe. , ET AL.
CONSENT ORDER , ETC. , IN REGARD TO ALLEGED VIOLATION OF
SEC. 7 OF THE CLAYTON
ACT
AND SEC. 5 OF THE
ACT
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Docket C- 3805.
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1998-- Decision ,

May

1998

This consent order requires , among other things , the New Jersey- based corporation

to divest all of its Interval timeshare exchange business assets to Interval
Acquisition Corporation, a new entrant into the timeshare exchange services
market controlled by a venture capital finn Willis Stein & Partners , L.P.

Appearances
Jacqueline Mendel, Eric Elmore , Ann
Wiliam Baer.
Ilene Knable Gotts, Wachtell, Lipton , Rosen
For the respondents:
Michael L Weiner, Skadden , Arps
& Katz New York , N. Y. and
Meagher New York , N.
Slate
For the Commission:
and

Malester

COMPLAIT
The Federal Trade Commission (" Commission ), having reason

to believe that CUC InternationaJ Inc. has agreed to acquire HFS
Incorporated , both corporations subject to the jurisdiction of the
Commission , in violation of Section 7 of the Clayton Act , as
amended , J5 U.S. e. J8 , and Section 5 of the FederaJ Trade
Commission Act (" FTC Act" ), 15 U.S. e. 45; and it appearing to the

Commission that a proceeding in respect thereof would be in the
public interest , hereby issues its complaint , stating its charges as
foJlows:
I. RESPONDENTS

1. Respondent CUC International Inc. ("CDC" ) is a corporation
organized , existing, and doing business under and by virtue of the
laws of the State of DeJaware , with its offce and principal place of
business Jocated at 707 Summer Street , Stamford , Connecticut.
2. Respondent HFS Incorporated (" HFS" ) is a corporation
organized , existing, and doing business under and by virtue of the
laws of the State of Delaware , with its offcc and principaJ place of
busincss located at 6 Sylvan Way, Parsippany, New Jersey.
3. For purposes of this proceeding, rcspondents are , and at aJl

times relevant herein have been , engaged in commerce as
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commerce " is defined in Section 1 of the Clayton Act , as amended
15 U.

e. 12 , and are corporations whose businesses are in or

affecting commerce as " commerce " is defined in Section 4 of the
FTC Act , as amended, 15 U. e. 44.
II. THE ACQUISITON

4. Pursuant to an Agreement and Plan of Merger dated May 27
1997 , CUC will acquire all of the voting shares of HFS for
approximately $8. 7 billion ("the Acquisition
III. THE RELEVANT MARKET

5. For purposes of this complaint , the relevant line of commerce

in which to analyze the effect of the Acquisition is the sale of
timeshare exchange services to timeshare deveJopers and owners. A
significant benefit of timeshare ownership is the right to exchange the
use of that unit for another

comparable unit at a different resort

property (or at the same resort for a different time period). The ability
of timeshare owners to trade timeshare ownerships for vacation
through worldwide exchange networks is a major reason why

consumers decide to purchase timeshare interests. In lieu of returning
to the same resort every year for a vacation , the timeshare exchange
program allows an owner the opportunity to stay at many different
vacation destinations. The owner of a particular resort unit relies on
the timeshare exchange company to provide the exchange properties
and to process the exchange. Exchange companies label time periods
according to whether they are high , mid , or low season. They also
grade and rate each property tQ provide for an equaJ or fair exchange.
6. For purposes of this complaint , the reJevant geographic area in
which to analyze the effects of the Acquisition is the world.

7. The relevant market set forth in paragraphs five and six is
highly concentrated , whether measured by Herfindahl- Hirschmann
Indices ("HHI" ) or two- firm and four- firm concentration ratios. CUC
and HFS are the only two competitors in the relevant market; thus the
Acquisition would resu1t in a monop01y in the relevant market.
8. Entry into the reJevant market , which requires significant sunk
costs , would not be timely, like1y and sufficient to deter or counteract
the adverse competitive effects described in paragraphs nine and ten
because of , among other things , the difficulty of establishing a

worJdwide network of timeshare resorts in order to provide the
relevant services. The significant network externalities in this market

result in high entry barriers: a new entrant cannot sign up members
unJess it aJready has a substantia1 membership and it cannot get a
substantial membership if it cannot sign up new members. Thus , it is
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extremely unlikely that a new entrant not already in the timeshare
exchange business could enter successful1y.
IV. EFFECTS OF THE ACQUISITON

9. The effect of the Acquisition may be substantial1y to lessen
competition and to tend to create a monopoly in the relevant market
in violation of Section 7 of the Clayton Act , as amended , 15 U.S.
, and Section 5 of the FTC Act , 15 U. e. 45 , in the fol1owing
ways , among others:

a. By eliminating direct actual competition between CUC and
HFS;
b. By increasing the likelihood that the firm created by the merger
of CUC and HFS would uniJateral1y exercise market power;

c. By increasing the likelihood that timeshare resort developers
and timeshare owners wouJd be forced to pay higher affiliation and
exchange fees; and
d. By increasing the likelihood that timeshare exchange service
provided to developers and owners wouJd be reduced.
10. AI1 of the above increase the likelihood that the only firm in
the relevant market would increase prices or reduce services in the

near future and in the Jong term.

V. VIOLA nONS CHARGED

11. The acquisition agreement described in paragraph four
constitutes a violation of Section 5 of the FTC Act , as amended , 15
e. 45.

12. The Acquisition described in paragraph four , if consummated
would constitute a violation of Section 7 of the Clayton Act , as
amended , 15 U. c. 18, and Section 5 of the FTC Act, as amended
15 U.

e. 45.

Commissioner Thompson not participating.
DECISION AND ORDER

The Federal Trade Commssion having initiated an investigation
acquisition of HFS Incorporated by CUC
International Inc. , and the respondents having been furnished
of the proposed

thereafter with a copy of a draft of complaint that the Bureau of
Competition presented to the Commission for its consideration and
which, if issued by the Commission , would charge respondents with
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violations of Section 7 of the Clayton Act , as amended , J5 U.S. e. 18,
of the Federal Trade Commssion Act , as amended , IS
and Section
e. 45; and
Respondents , their attorneys , and counsel for the Commission
having thereafter executed an agreement containing consent order , an
admission by respondents of all the jurisdictional facts set forth in the
aforesaid draft of complaint , and waivers and other provisions as
required by the Commssion s RuJes; and

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the respondents
have violated the said Acts, and that a 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 received, now in further conformity with the procedure
described in Section 2. 34 of its Rules, the Commssion hereby issues
its compJaint , makes the following jurisdictional findings and enters
the following order:
I. Respondent CUC International Inc. is a corporation organized
existing, and doing business under and by virtue of the Jaws of the
State of Delaware, with its office and principaJ pJace of business
located at 707 Summer Street , Stamford, Connecticut.
2. Respondent HFS Incorporated is a corporation organized

existing, and doing business under and by virtue of the laws of the
State of DeJaware , with its office and principal place of business
located at 6 SyJvan Way, Parsippany, New Jersey.
3. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents , and the proceeding
is in the public interest.
ORDER

It is ordered That , as used in this order , the following definitions
shall apply:

means CUC International Inc., its directors , officers
A.
cue
employees , agents and representatives , predecessors , successors, and
assigns; its present and future subsidiaries, divisions , groups , and
affiliates controlled by CUC International Inc. , and the respective
directors , officers , employees , agents and representatives , successors
and assigns of each. CUC , after consummation of the Acquisition
includes HFS Incorporated.
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means HFS Incorporated , its directors , officers
employees , agents and representatives , predecessors , successors , and
assigns; its present and future subsidiaries , divisions , groups , and
B.

HFS"

affiliates contro1led by HFS Incorporated ,

and the respecti ve

directors , officers , employees , agents and representatives , successors
and assigns of each.
Respondents means CUC and HFS , individua1ly and
e.
c01lectively.
D.
Commission means the Federal Trade Commission.
E.
Acquisition means the merger of HFS with and into CUC
pursuant to the Agreement and Plan of Merger dated as of May 27
1997.
F.
Interval"
means (a) IntervaJ Holdings, Inc. , a wh01ly-owned
subsidiary of CUC International Inc. , organized , existing and doing

business under and by virtue of the laws of the State of Delaware,
with its principal place of business located at 6262 Sunset Drive,
Miami , Florida; (b) CUC Vacation Exchange , Inc. , a wholly-owned
subsidiary of CUC International Inc. , organized , existing and doing
business under and by virtue of the laws of the State of Delaware
with its principal place of business located at 707 Summer Street
Stamford , Connecticut; and (c) all assets of and equity interests in a1l
direct and indirect subsidiaries of Interval Holdings , Inc. or CUC
Vacation Exchange , Inc. , except for those subsidiaries listed in
Appendix A to the order.
G.

RCI"

means Resort Condominiums International ,

Inc. , a

wh01ly-owned subsidiary of HFS , organized , existing and doing
business under and by virtue of the laws of the State of Delaware
with its principal place of business located at 3502 Woodview Trace
Indianapolis , Indiana , and a1l assets of and equity interests in all
direct and indirect subsidiaries of Resort Condominiums
International , Inc. , incJuding, but not limited to , Resort Computer
Corporation.
H.

Timeshare Exchange means the offering for exchange , trade

barter or other temporary use of the right to accommodations at a
vacation development previously allocated to any individual
corporation , partnership or other business entity for a specified period
of time each year ,

for a specified number of years (including for
perpetuity)("such properties ) in exchange for the temporary use of
such properties at other times and/or locations.

Timeshare Exchange Business means the business of
conducting Timeshare Exchanges incJuding, without limitation , the
provision of those goods and services associated with conducting
such Timeshare Exchanges.
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CUC Timeshare Exchange Business means:

I. Interval;
2. All books , records ,

and files relating to the Timeshare
Exchange Business as operated by CUC prior to the Acquisition;
3. All copies of all customer lists , distribution agreements , vendor
lists, cataJogs , sales promotion literature and advertising materials
relating to the Timeshare Exchange Business as operated by CUC
prior to the Acquisition;
4. All rights , titles and interests in contracts entered into in the
ordinary course of business with customers, suppliers , sales

representatives ,

distributors , agents

personal property lessees ,

, personal property lessors

licensors, licensees , consignors and

consignees relating to the Timeshare Exchange Business as operated
by CUC prior to the Acquisition;

5. All rights under any trademarks used

in the Timeshare

Exchange Business as operated by CUC prior to the Acquisition
including, but not limited to , all rights under trademarks held by CUC
Publishing, Inc. ; and

6. All rights under warranties and guarantees , express or implied
relating to the Timeshare Exchange Business as operated by CUC
prior to the Acquisition.
K.

HFS Timeshare Exchange Business means:

I. RCI;
2. All books , records and files relating to the Timeshare Exchange

Business as operated by HFS prior to the Acquisition;
3. All copies of all customer lists , distribution agreements , vendor
lists , catalogs , sales promotion literature and advertising materials
relating to the Timeshare Exchange Business as operated by HFS
prior to the Acquisition;
4. All rights

, titles and interests in contracts entered into in the

ordinary course of business with customers, suppliers , sales

representatives ,

distributors , agents

personal property lessees ,

, personal property lessors

licensors, licensees , consignors and

consignees relating to the Timeshare Exchange Business as operated
by HFS prior to the Acquisition; and
5. All rights under warranties and guarantees, express or implied
relating to the Timeshare Exchange Business as operated by HFS
prior to the Acquisition.
L.

lAC"

means Interval Acquisition Corp. ,

a Delaware

corporation , or an affiliate thereof, formed , and controlled , directly
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or indirectly, by Willis Stein & Partners , L.P. for the purpose of
acquiring the CUC Timeshare Exchange Business from CUe.
M.
Stock Purchase Agreement means the stock purchase
agreement entered into between CUC and lAC dated as of October
, 1997.
N.
Non-public member information means any information not

in the public domain furnished by Interval to CUC prior to the
effective date , or during the term , of a transition services agreement
contemplated by paragraph V of this order for the purpose of securing

services from CUC for Interval members. Non- public information
shall not include (i) information which subsequently falls within the
public domain through no violation of this order by CUC , or (ii)
information which subsequently becomes known to CUC from a third
pary, which to the knowledge of

CUC is not in breach

of a

confidential disclosure agreement with Interval.
O.
RCC softare means the computer software which has been
designed and developed, or may be designed and developed, by RCI
or its affiliates , in each case, for use by timeshare property developers
in managing their respective timeshare properties , including, but not
limited to , such software which has been offered under the names
RCC Premier " and " RCC Express.
II.

It is further ordered That:

A. (1) Respondents shaH divest , absoluteJy and in good faith , the
CUC Timeshare Exchange Business to lAC , pursuant to the Stock
Purchase Agreement , no later than ten (10) days after the Acquisition.
(2) If respondents have not divested the CUC Timeshare
Exchange Business as required by paragraph II.A(1) of the order , and
if the Acquisition has occurred , respondents shall divest the HFS
Timeshare Exchange Business within six (6) months after the date on
which respondents signed the agreement containing consent order.
Respondents shaH divest the HFS Timeshare Exchange Business only
to an acquirer that receives the prior approval of the Commssion and
only in a manner that receives the prior approval of the Commssion.
(3) Provided , however , that if respondents have divested the CUC
Timeshare Exchange Business to lAC pursuant to the Stock Purchase

Agreement prior to the date the order becomes final , and if, at the

time the Commssion determines to make the order final , the
Commssion notifies respondents that lAC is not an acceptable
acquirer , or the Stock Purchase Agreement is not an acceptabJe
manner of divestiture , then respondents shaH immediately rescind the

transaction with lAC and shaH divest within one hundred twenty
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(120) days of the date the order becomes final either (a) the CUC
Timeshare Exchange Business , or (b) the HFS Timeshare Exchange
Business. Respondents shall divest the CUC Timeshare Exchange

Business or the HFS Timeshare Exchange Business only to an
acquirerthat receives the prior approval of the Commssion and onJy
in a manner that receives the prior approvaJ of the Commission.

B. The purpose of the divestiture of the CUC Timeshare
Exchange Business or the HFS Timeshare Exchange Business is to

ensure the continued use of the CUC Timeshare Exchange Business
or the HFS Timeshare Exchange Business , as the case may be , in the
same business in which it is engaged at the time of the Acquisition
and to remedy the lessening of competition resulting from the
Acquisition as alleged in the Commssion s complaint.
e. Pending divestiture of the CUC Timeshare Exchange Business
or the HFS Timeshare Exchange Business , as the case may be
respondents shall take such actions as are necessary to maintain the
viability, marketability and competitiveness of the CUC Timeshare
Exchange Business and the HFS Timeshare Exchange Business , and
to prevent the destruction , removal , wasting, deterioration , or

impairment of any of the assets of the CUC Timeshare Exchange
Business and the HFS Timeshare Exchange Business except for

ordinary wear and tear.
It is further ordered That:

A. If respondents fail to divest absolutely and in good faith the
CUC Timeshare Exchange Business orthe HFS Timeshare Exchange
Business pursuant to paragraph ILA of this order , the Commssion

may appoint a trustee to divest the HFS Timeshare Exchange
Business. In the event that the Commssion or the Attorney General
brings an action pursuant to Section 5(1) of the Federal Trade
Commission Act , 15 U. e. 45(1), or any other statute enforced by
the Commission , respondents shan consent to the appointment of a

trustee in such action. Neither the appointment of a trustee nor a
decision not to appoint a trustee under this paragraph shan preclude
the Commission or the Attorney General from seeking civiJ penalties
or any other relief avaiJable to it , incJuding a court-appointed trustee
pursuant to Section 5(1) of the Federal Trade Commssion Act , or any
other statute enforced by the Commission , for any failure by
respondents to comply with this order.
B. If a trustee is appointed by the Commission or a court pursuant

to paragraph IILA of this order , respondents shan consent to the
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following terms and conditions regarding the trustee s powers , duties
authority, and responsibilities:

1. The Commssion shall select the trustee(s), subject to the
consent of respondents , which consent shall not be unreasonably

withheld. The trustee shall be a person with experience and expertise
in acquisitions and divestitures. lfrespondents have not opposed , in

writing, including the reasons for opposing, the selection of any
proposed trustee within ten (10) days after notice by the staff of the
Commssion to respondents of the identity of any proposed trustee
respondents shall be deemed to have consented to the selection of the
proposed trustee.
2. Subject to the prior approval of the Commission , the trustee

shall have the exclusive power and authority to accomplish the
divestiture described in paragraph III.A of the order.
3. Within ten (10) days

after appointment of the trustee

respondents shall execute a trust agreement that , subject to the prior
approval of the Commssion , and in the case of a court-appointed
trustee , of the court , transfers to the trustee all rights and powers
necessary to permit the trustee to effect the divestiture required by
this order.
4. The trustee shall have twelve (12) months from the date the
Commission approves the trust agreement described in paragraph
IILB. 3 to accomplish the divestiture , which shaH be subject to the
prior approval of the Commission. If, however , at the end of the
tweJve (12) month period , the trustee has submitted a pJan for the
divestiture required by this order or believes that the divestiture
required by this order can be achieved within a reasonable time , then
that divestiture period may be extended by the Commission , or, in the
case of a court-appointed trustee , by the court; provided , however
the Commssion may extend the period for the divestiture only two
(2) times.
5. The trustee shall have full and compJete access to the
personnel , books , records and facilities reJated to the HFS Timeshare
Exchange Business or to any other relevant information , as the

trustee may request. Respondents shaH develop such financiaJ or
other information as such trustee may request and shall cooperate
with the trustee. Respondents shaH take no action to interfere with or
impede the trustee s accomplishment of the divestiture. Any delays
in any divestiture caused by respondents shall extend the time for that
divestiture under this paragraph in an amount equal to the delay, as
detennned by the Commssion or , for a court- appointed trustee , by
the court.
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6. The trustee shan use his or her best efforts to negotiate the

most favorable price and terms available in each contract that is
submitted to the Commssion , subject to respondents ' absolute and
unconditionaJ obligation to divest expeditiousJy at no minimum price.
The divestiture shall be made in the manner consistent with the terms

of this order; provided , however , if the trustee receives bona fide
offers from more than one acquiring entity, and if the Commission
determines to approve more than one such acquiring entity, the

trustee shan divest to the acquiring entity or entities selected by
respondents from among those approved by the Commssion.
7. The trustee shall serve , without bond or other security, at the
cost and expense of respondents, on such reasonabJe and customary
terms and conditions as the Commission or a court may set. The
trustee shall have the authority to employ, at the cost and expense of
respondents , and at reasonabJe fees , such consultants , accountants
attorneys , investment bankers , business brokers , appraisers , and other

representatives and assistants as are necessary to carry out the
trustee s duties and responsibilities. The trustee shall account for an
monies derived from the divestiture and all expenses incurred. After
approvaJ by the Commission and , in the case of a court- appointed
trustee , by the court , of the account of the trustee , including fees for
his or her services , an remaining monies shall be paid at the direction
of the respondents , and the trustee s power shan be tennnated. The
trustee s compensation shan be based at least in significant part on a
commssion arrangement contingent on the trustee s accomplishing
the divestiture required by paragraph III.A.
8. Respondents shall indemnify the trustee and hold the trustee
harmless against any Josses , claims, damages , liabilities , or expenses
arising out of, or in connection with , the performance of the trustee
duties , including all reasonable fees of counsel and other expenses
incurred in connection with the preparation for , or defense of any
claim , whether or not resulting in any liability, except to the extent
that such liabilities, losses , damages , claims , or expenses result from
misfeasance , gross negligence , willful or wanton acts , or bad faith by
the trustee.
9. If the trustee ceases to act or faiJs to act diligently, a substitute

trustee shall be appointed in the same manner as provided in this
paragraph.

in the case of a court-appointed trustee
the court , may on its own initiative or at the request of the trustee
issue such additional orders or directions as may be reasonably
necessary or appropriate to accomplish the divestiture required by
this order.
10. The Commssion
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II. The trustee shall also divest such additional anci1ary assets
and businesses and effect such arrangements as are necessary to
assure the marketability and the viability and competitiveness of the
HFS Timeshare Exchange Business.
12. The trustee shall have no obligation or authority to operate or
maintain the HFS Timeshare Exchange Business.

13. The trustee shall report in writing to respondents and the
Commssion every sixty (60) days concerning the trustee s efforts to
accomplish the divestiture required by this order.
IV.
It is further ordered

That ,

if respondents divest the

CUC

Timeshare Exchange Business pursuant to paragraph II.A of the
order:

A. For the period beginning on the date the sale of the CUC
Timeshare Exchange Business closes (" Closing Date ) and ending
two years following the CJosing Date (the " Extended Restricted
Period" ), respondents shaH not:

I. Hire or solicit for empJoyment any person who is employed
with Interval either as of the date respondents sign the agreement
containing consent order or as of the CJosing Date;
a. (i) Solicit , induce or attempt to induce any customer or client
(including developers) ofInterval as of the date respondents sign the
agreement containing consent order or the CJosing Date (" Interval
Client ) to terminate any existing contract between such Interval
Client and IntervaJ (each , an " Existing Interval Contract ); or (ii) in
the case of any Existing Interval Contract which by its terms expires

or terminates during the Extended Restricted

Period , solicit the

Interval Client which is a party to such Existing Interval Contract to
not renew such Existing Interval Contract; or
b. Solicit any Interval Client to transfer to respondents during the
term of any Existing Interval Contract any projects (including
adjacent locations) which are subject to such Existing Interval
Contract;

provided , however , that the restrictions in this paragraph IV.

2 shaH

in no event limit any activity of respondents with respect to any
Existing Interval Contract after the term of such Existing IntervaJ

Contract;
3. Enter into any contract with any IntervaJ CJient with respect to
any project (including adjacent locations) subject to an Existing

Interval Contract during the term of such Existing Interval Contract
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(except for contracts entered into in the second year of the Extended
Restricted Period with any IntervaJ CJient which wiJl not take effect

with respect to any project (including adjacent locations) subject to
an Existing Interval Contract during the period such project is subject
to such Existing Interval Contract); or
4. Enter into any contract with respect to the Timeshare Exchange

Business with any Interval CJient relating to a project subject to an
Existing Interval Contract which Existing Interval Contract may be
terminated by such Interval Client as a resuJt of the transactions
contempJated by this agreement and is tennnated pursuant to such
right.
B. During the Extended Restricted Period , respondents shaJJ make

available to timeshare property deveJopers who are , at any time
during the Extended Restricted Pcriod , actual or prospective clients
of Interval , Jicenses for use of RCC software. Such Jicenses shall be
at the same price or prices and on substantiaJJy the same terms with
respect to:

I. The availability of any third party software which is required
in connection with the use or operation of such RCC Software; and
2. The duration of the Jicense and the avaiJability of ongoing
maintenance and support services
as respondents are , at the appJicabJe time , then making avaiJabJe to
those clients of RCI having substantiaJJy the same requirements,
instaJlations and other quaJifications; provided , however , that such
licenses of RCC software may not require that actuaJ or prospective
clients of Interval or any owners ' association or other entity
associated with such client enter into any timeshare exchange
affJiation agreement with respondents.
e. For the period beginning on the Closing Date and ending one
year following the CJosing Date (the " lnitiaJ Restricted Period"
respondents shaJJ not:
J. SoJicit , induce or attempt to induce any Interval CJient with an
Existing Interval Contract which expires or terminates by its terms
during the Initial Restricted Period , not to renew such Existing

luterval Contract or otherwise to do business with the respondents
with respect to projects subject to such Existing Interval Contract
whether or not the term of such Existing Interval Contract has
expired or terminated; or
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2. Enter into any contract with any Interval CJient with respect to
any project (including adjacent locations) subject to an Existing

Interval Contract during the term of such Existing Interval Contract.
Nothing in this paragraph IV shan restrict respondents ' abiJity to (1)
do business with , or take action with respect to , any IntervaJ Client
to the extent such business pertains to any project or matter that is not
subject to an Existing Interval Contract; or (2) make general

solicitations with respect to naturaJ persons who are members of the
HFS Timeshare Exchange Business at the time of such solicitations
provided that respondents shan not intention any target natural

persons who are members of both the CUC Timeshare Exchange
Business and the HFS Timeshare Exchange Business; or (3) engage
in general advertising or marketing activities which are not directed
at the termination of specific Existing Interval Contract(s).

It is further ordered That ,
Timcshare Exchange Business:

if respondents divest the

CUC

A. At the acquirer s request , for a period of no more than sevcn
(7) years from the CJosing Date , respondents shan suppJy to the CUC

Timeshare Exchange Business certain services that respondents
currentJy supply to the CUC Timeshare Exchange Business
including services relating to travel , entertainment , dining, shopping,
and credit card registration (the " Services ), to enable the CUC
Timeshare Exchange Business to continue to offer on an
uninterrpted basis the services it provides to its members, including,

but not limited to, those Services that are part of the World Card
Preferred program.

B. An Services provided by respondents to the CUC Timeshare

Exchange Business shan be performed substantiany in the same
manner in which ,

and the extent to which , such Services were

performed prior to the date of the closing. Respondents shall utilize

the same method for determning the charges for the Services that
they used prior to the Acquisition.
e. Respondents shan not provide , disclose , or otherwise make
avaiJable to any empJoyee of the HFS Timeshare Exchange Business
any non- public

member information nor shan respondents use any

non- public member information obtained by them in their capacity as
a provider of services to the CUC Timeshare Exchange Business for

any purpose other than providing such services to the CUC
Timeshare Exchange Business.
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It is further ordered That within thirty (30) days after the date
this order becomes final and every thirty (30) days thereafter until
respondents have fully complied with the provisions of paragraphs II
and II of this order , respondents shall submit to the Commssion
verified written reports setting forth in detail the manner and form in
which they intend to comply, are complying, and have complied with
the requirements of this order. Respondents shall include in their

compliance reports , among other things that are required from time
to time , a full description of the efforts being made to comply with
paragraphs II and II of the order ,

including a description of all

substantive contacts or negotiations for the divestiture and the

identity of all parties contacted. Respondents shall include in their
compliance reports copies of aD written communications to and from
such parties , all internal memoranda , and aD reports and
recommendations concerning the divestiture.

VII.
It is further ordered

That respondents shall notify the

Commssion at Jeast thirty (30) days prior to any proposed change in
the corporate respondents such as dissolution , assignment , sale
resulting in the emergence of a successor corporation , or the creation
or dissolution of subsidiaries or any other change in respondents that
may affect compliance obligations arising out of the order.

VII
It is further ordered,
That , for the purpose of determining or
securing compliance with this order , respondents shaD pennt any

duly authorized representative of the Commission:

A. Access , during offce hours and in the presence of counsel , to
inspect and copy all books , Jedgers , accounts , correspondence

memoranda and other records and documents in the possession or
under the controJ of respondents relating to any matters contained in
this order; and
B. Upon five days ' notice to respondents and without restraint or
interference from respondents , to interview officers , directors , or
employees of respondents.
Commissioner Thompson not participating.
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IN THE MA TTER OF

RITE AID CORPORATION
MODIFYING ORDER , ETC. , IN REGARD TO ALLEGED VIOLATION OF
SEC. 7 OF THE CLAYTON

ACT

AND SEC. 5 OF THE
ACT

FEDERAL TRADE COMMISSION

Docket

3546.

Consent Order, Dec.

1994- Modifing

Order,

May

1998

This order reopens a 1994 consent order -- that required the respondent to divest the

Bucksport asset and two other pharmacies -- and this order modifies the
consent order by eliminating the requirement to divest a retail pharmacy in
Bucksport , Maine , that the company acquired when it bought the LaVerdiere
chain of drug stores , and this order substitutes the prior approval requirement
with prior notification and waiting period requirements.

ORDER REOPENING AND MODIFYING ORDER
On March 3 , 1998 , Rite Aid Corporation (" Rite Aid" ),

the

respondent named in the above-referenced consent order ("order
issued by the Commssion on December J5 , 1994 , filed its Petition
to Reopen and Vacate Consent Order ("Petition ). Rite Aid asks that
the Commssion reopen and set aside the order pursuant to Section
5(b) of the Federal Trade Commission Act (" FTC Act ), 15 U.
45(b), and Section 2. 51 of the Commssion s Rules of Practice and
Procedure , J 6 e.F. R. 2. 5 J , based on changed facts and the public

interest and consistent with the Statement

of FederaJ Trade

Commission Policy Concerning Prior Approval And Prior Notice
Provisions , issued on June 2J , 1995 ("Prior ApprovaJ PoJicy
Statement ' The thirty- day public comment period on Rite Aid'
Petition ended on April14 , J998. No comments were received.
The Commission has determined to grant , in part , Rite Aid'
Petition by reopening the order and modifying it to set aside the
requirements of paragraph II , but to deny the request to set aside the
order in its entirety. Rather , the Commssion has determined to
substitute for the prior approvaJ requirement of paragraph IV prior
notification and waiting period rcquirements based on those of
Section 7A of the Clayton Act, J5 D. e. 18a , commonJy referred to
as the Hart- Scott- Rodino (" HSR" ) Act , for aJJ non- HSR reportable
acquisitions otherwise meeting the specifications of paragraph IV.
The compJaint in this matter aJJeges that Rite Aid' s acquisition of
the voting stock of LaVerdiere s Enterprises , Inc. (" LEI" ), would
1 60 Fed. Reg. 39745-

47 (August 3,

1995); 4 Trade Reg. Rep. (CCH)

241.
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violate Section 5 of the FTC Act and Section 7 of the Clayton Act , 15
e. 18 , by Jessening competition and tending to create a

monopoly in the market for the sale of prescription drugs in retail
stores in the cities or towns of Bucksport , Maine; Lincoln , Maine;
and Berlin , New Hampshire.
The resulting order became final on December 2 J , 1994
paragraph II of the order requires Rite Aid to divest within 12 months
either the LEI Pharmacy Assets or the Rite Aid Pharmacy Assets , as
those assets are defined in the order , in Bucksport , Lincoln , and
Berlin. Paragraph II provides for the appointment of a trustee should
Rite Aid fail to divest within the required period; paragraph IV
prohibits , for ten years , specified acquisitions in the three cities or
towns without prior Commssion approval; and paragraph V specifies
Rite Aid' s notification and reporting obligations. The purpose of the
divestitures is to remedy the Jessening of competition in the market
for the sale of prescription drugs in retaiJ stores in the three specified
cities and towns 3 Rite Aid failed to divest within the time required

and the Commission approved the appointment of Mr. R. Steven
Thing as trustee , on February 8 , J 996 The trustee found acquirers
for the Berlin , New Hampshire , and Lincoln , Maine , Pharmacy
Assets , and those assets were divested on January 16 , 1997 , and
March 10, 1997 , respectively. Although his term was extended , the
trustee failed to find an acquirer for the Bucksport , Maine , assets
("Bucksport Assets ) before his term expired on September 12 , 1997.
In its Petition , Rite Aid describes its and the trustee s efforts to

divest and asserts , with supporting affidavits ,

that despite these

efforts , an acquirer for the Bucksport Assets has not been found. The
trustee believes that the value of the Bucksport Assets now is reduced
to such an extent that " it is unlikely that any prudent businessperson

that is capable of operating a pharmacy as a viable competitor in the
local market place would purchase either Rite Aid store in Bucksport
Maine. . . . ,,5 Rite Aid aJso asserts that the prior approval provision
of the order should be eJiminated in light of the availability of the
premerger notification and waiting period requirements of the HSR
Act and " because there is nothing in the record to suggest that Rite
2 118rrc 1206(1994).

3 Ordcrl II.
4 Rite Aid subscq ucntly paid civil penalties of $900,

it

000 to settle the Commssion s allegations that
failed to divest and to comply with other provisions of the order.
S Affidavit of R. Steven Thing at 3.

).'
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Aid would engage in the same acquisition as alleged in the complaint

Section 5(b) of the FTC Act , 15 U. e. 45(b), provides that the
Commission shall reopen an order to consider whether it should be
modified if the respondent " makes a satisfactory showing that
changed conditions oflaw or fact " so require. A satisfactory showing
sufficient to require reopening is made when a request to reopen
identifies significant changes in circumstances and shows that the
changes eJiminate the need for the order or make continued

appJication of it inequitable or harmful to competition. S. Rep. No.
96- 500 , 96th Cong. , 2d Sess. 9 (1979) (significant changes or

changes causing unfair disadvantage); Louisiana- Pacific Corp.
Letter to John e. Hart (June 5 , 1986) at 4

Docket No. C- 2956 ,

(unpublished) ("Hart Letter
Section 5(b) also provides that the Commssion may modify an
order when , although changed circumstances would not require
reopening, the Commssion determines that the pubJic intcrest so
requires. Respondents are therefore invited in petitions to reopen to
show how the public interest warrants the requested modification.
Hart Letter at 5. ; 16 e.P.R. 2. 5 J. In such a case , the respondent must
demonstrate as a threshold matter some affirmative need to modify
the order. 8 For example, it may be in the public interest to modify an
order " to relieve any impediment to effective compctition that may
result from the order. Damon Corp. 101 FTC 689 692 (1983). Once
such a showing of need is made , the Commssion will baJance the
reasons favoring thc requested modification against any reasons not
to make the modification. Damon Letter at 2. The Commission also

will consider whether the particular modification sought is
appropriate to remedy thc identified harm.

Id.

at 4.

The language of Section 5(b) pJainly anticipates that the burden
is on the petitioner to make a " satisfactory showing " of changed
conditions to obtain reopening of the order. The Jegislative history
aJso makes it clear that the petitioner has the burden of showing,
other than by conclusory statements

, why an order should

be

modificd. The Commssion " may properly decline to reopen an order

if a request is mereJy conclusory or otherwise fails to set forth
6 Petition at 12.

See also United Slates 1'. Louisiana- PaCIfic Corp. 967 F. 2d 1372 , 1376- 77 (9th Cir. 1992) ("A
decision to reopen does not necessarily entail a decision Lo modify the order. Reopening may occur even

where the petition itself docs not plead facts requiring modification. "

8 Letter to Joel E. Hoffman

. Damon Corp. , C- 2916l1979- 1983 Transfer Binder) Trade Reg. Rep.
(CCI-) 9! 22 207 at 22 585 (March 29, 1983)("Damon Letter
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changed
conditions and the reasons why these conditions require the requested
modification of the order. " S. Rep. No. 96- 500 , 96th Cong. , 1st Sess.
10 (1979);
see also
Rule 2. 51(b) (requiring affidavits in support of
petitions to reopen and modify). If the Commssion determines that
the petitioner has made the required showing, the Commssion must
reopen the order to consider whether modification is required and , if
, the nature and extent of the modification. The Commssion is not
required to reopen the order, however , if the petitioner fails to meet
its burden of making the satisfactory showing required by the statute.
The petitioner s burden is not a light one given the public interest in
repose and the finaJity of Commssion orders.
After Rite Aid failed to divest as required by the order, the trustee
made every effort to divest the Bucksport Assets. Immediately after
his appointment , he pursued inquiries made by three parties who
specific facts demonstrating in detail the nature of the

expressed an initial interest in the Bucksport Assets. One even
submitted a contract , but uhimateJy withdrew it after performing a
more detailed evaluation. The trustee now asserts that no prudent
businessperson would acquire the Bucksport Assets.
AJthough the fact that the passage of time has reduced the value
of the asscts was foresecable and thus does not constitute the change
in fact necessary to compel reopening the order , it would be futiJe to
continue to require Rite Aid to divest and inequitable to require it to
keep paying a trustee to attempt the same. AccordingJy, Rite Aid has
demonstrated an affirmative need to reopen the order.
Having demonstrated an affirmative need to reopen the order
Rite Aid must also demonstrate that the reasons to set aside the
divestiture requirements outweigh the need to continue to impose
those obligations on it. The purpose of this particular divestiture was
to increase competition in Bucksport , Maine. An acquirer could not
be found , however , and the evidence indicates that the value of the
Bucksport Assets is now so reduced that such an acquirer will not be
found , regardless of additionaJ effort. The diligent attempts of the
trustee to market the Bucksport Assets demonstrate that further
attempts to divest , even at no minimum price , are Jikely to be
fruitless lO The continued costs imposed by this provision now
See Federated Departmenf Stores , fllc. Ii . Moilie, 425 U. S. 394 (1981) (strong public interest
considermions support repose and finality).
10 The respondents made the same showing in Prornodes
, S. , Docket No . 9228 , in which the
trustee accomplished divestiture of only some of the supermarkets to be divested , Order Granling
Request to Reopen and Modify, 117 FfC 37 (1994), and in CoopcrIndustrjes , Inc. , Docket No, 3469
in which the trustee failed to tlnd an acquirer of the Jicense and assets to be divested, Order Reopening
and Modifying Order (December 15, 1997).
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outweigh any benefit to be gained from continuing to compel a
divestiture that almost certainly cannot be achieved , and , accordingly,
this divestiture obJigation of the order should be set aside.
In its Petition , Rite Aid also asks the Commission to vacate the
prior approval provisions of paragraphs IV , which prohibits Rite Aid
for ten years , from making any acquisition of interests in or assets of
specified entities without the prior approval of the Commission. Rite

Aid contends that the prior approval is unwarranted " because there
is nothing in the record to suggest that Rite Aid would engage in the
same acquisition as al1eged in the complaint. . . . "11
The Commission

, in its

Prior ApprovaJ Policy Statement

concluded that a general policy of requiring prior approval is no
longer needed " citing the availability of the premerger notification
and waiting period requirements of the HSR Act to protect the pubJic
interest in effective merger law enforcement. Prior ApprovaJ Policy

Statement at 2. The Commssion announced that it wi1 " henceforth
rely on the HSR process as its principal means of learning about and
reviewing mergers by companies as to which the Commssion had
previously found a reason to believe that the companies had engaged
or attempted to engage in an illegal merger. " As a general matter
Commission orders in such cases wil1 not include prior approvaJ or
prior notification requirements. Id.
The Commission stated that it will continue to fashion remedies
as needed in the public interest , including ordering narrow prior
approvaJ or prior notification requirements in certain limited
circumstances. The Commission said in its Prior Approval Policy
Statement that " a narrow prior approval provision may be used where
there is a credible risk that a company that engaged or attempted to
engage in an anticompetitive merger would , but for the provision

attempt the same or approximately

the same merger. " The

Commission also said that " a narrow prior notification provision may
be used where there is a credible risk that a company that engaged or
attempted to engage in an anticompetitive merger would , but for an
order , engage in an otherwise unreportable anticompetitive merger.
Id.
at 3. As explained in the Prior ApprovaJ Policy Statement , the
need for a prior notification requirement wil1 depend on circumstances such as the structural characteristics of the reJevant markets
the size and other characteristics of the market participants, and other
relevant factors.

The Commssion also announced , in its Prior Approval PoJicy
Statement , its intention " to initiate a process for reviewing the
retention or modification of these existing requirements " and invited
11 Petition at 12

, "
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respondents subject to such requirements " to submit a request to
Id.
at 4. The Commssion determined that when
a petition is fiJed to reopen and modify an order pursuant to . . . (the

reopen the order.

Prior Approval Policy Statement), the Commission wi1 apply a
rebuttable presumption that the pubJic interest requires reopening of

the order and modification

of the prior approval requirement

consistent with the policy announced" in the Statement.

Id.

The presumption is that setting aside the prior approval

requirement of paragraph IV is in the public interest. The record
contains no evidence suggesting that this matter presents the limited
circumstances identified in the Prior Approval Policy Statement as
appropriate for retaining a narrow prior approval provision,

e.,

credible risk that , but for the prior approvaJ provision , the respondent
would attempt the same or approximately the same merger.
Prior notification , however , is appropriate for acquisitions in the
markets specified bccause there is a credible risk that Rite Aid could
engage in future anticompetitive acquisitions that would not be
subject to the premerger notification and waiting period requirements

of the HSR Act. Although the

acquisition leading to the order

exceeded the HSR Act threshoJd , the relevant markets subject to the
order are Jocal , and the acquisition of an interest in or the assets of
any concern that engaged in the business of se11ing prescription drugs
at retail stores within the six months preceding such acquisition could
fa11 below the size-of- transaction
AccordingJy,

threshold in the HSR Act.

It is ordered That this matter be , and it hereby is

reopened; and

It is further ordered That the order be , and it hereby is , modified

to eliminate thc divestiture rcquirement of paragraph II as to the
Bucksport Assets, as of the effective date of this order; and
It is further ordered That paragraph IV of the order be , and it
hereby is , modified , as of the effective date of this order , to read as
follows:

It is further ordered That , for ten (10) years from the date this
order becomes final, respondent shall not , without prior notification
to the Commission , directly or indirectly, through subsidiaries

partnerships , or otherwise: (A) Acquire any stock , share capital
equity, leasehold or other interest in any concern , corporate or
non- corporate , where such concern within the six months preceding
such acquisition engaged in thc business of seJlng prescription drugs
at retail stores located in any of the cities or towns listed in paragraph
I.(J) of this order; or (B) Acquire any assets used , within six months
of the offer to acquire , for (and sti1 suitable for use for) the business
of selling prescription drugs at retail storcs located in any ofthe cities
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or towns listed in paragraph I.(J) of this order. Provided , however
that these prohibitions sha11 not relate to the construction of new
facilities.
The prior notification required by this paragraph IV shall be given on
the Notification and Report Form set forth in the Appendix to Part
803 of Title 16 of the Code of Federal Regulations , as amended
(hereinafter referred to as " the Notification " ), and sha11 be prepared

and transmitted in accordance with the requirements of that part
except that no filing fee wil be required for any such notification
notification sha11 be fied with the Secretary of the Commssion
notification need not be made to the United States Department of
Justice , and notification is required only of respondent and not of any
other party to the

transaction. Respondent shall provide the

Notification to the Commssion at least thirty (30) days prior to
consummating any such transaction (hereinafter referred to as the
first waiting period"

). If,

within the first waiting period

representatives of the Commission make a written request for
additional information , respondent sha11 not consummate the
transaction until twenty (20) days after substantia11y complying with

such request for additional information. Early tennnation of the
waiting periods in this paragraph may be requested and , where
appropriate , granted by letter from the Bureau of Competition.
Notwithstanding, prior notification sha11 not be required by this
paragraph for a transaction for which notification is required to be
made, and has been made , pursuant to Section 7 A of the Clayton Act

15 USe. J 8a.
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STONE CONTAIR CORPORATION
CONSENT ORDER , ETC. , IN REGARD TO ALLEGED VIOLATION OF
SEC. 5 OF THE
ACT

FEDERAL TRADE COMMISSION

Docket C- 3806.

Complaint ,

May

1998- Decision ,

May

1998

This consent order prohibits , among other things , the Ilinois- based corporation
from requesting, suggesting, or advocating that any manufacturer or seller of
Jinerboard raise , fix , or stabilize prices or price levels , or engage in any other
pricing action with regard to sales of linerboard to third parties. In addition
the consent order prohibits the respondent from entering into , attempting to
enter into , or maintaining any combination , conspiracy, agreement or program
with any manufacturer or seller oflinerboard to fix , raise , establish or maintain
prices , price levels , or any other pricing action.

For the Commission:

Appearances
Geoffrey Green

Michael Antalics

and

William Baer.
For the respondent:

William Fifeld,

Sidley

Austin Dallas , TX.

COMPLAINT

Pursuant to the provisions ofthe 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 Stone Container
Corporation , a corporation , hereinafter sometimes referred to as
respondent or " Stone Container " 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 fo1Jows:

PARAGRAH 1. Respondent Stone Container Corporation is a
under and by
, with its offce and

corporation organized , existing and doing business
virtue of the laws of the State of Delaware

principal place of business located at 150 N. Michigan Avenue
Chicago , Ilinois. Stone Container is the largest manufacturer of
linerboard in the United States.
PAR. 2. In January 1993 , Stone Container unsuccessfu1Jy
attempted to increase the price for a1J grades of liner board by 530 per
ton , to take effect the following March. Stone Container believed
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that its attempted price increase failed in significant part because
Stone Container and other firms in the industry had excess inventory.

PAR. 3. Stone

Container devised a

strategy to invite its

competitors to increase the price of linerboard. As part of the
strategy to effect a coordinated price increase , Stone Container

planned to take downtime at its plants , to reduce its production by
approximately 187 000 tons , and contemporaneously to purchase
100 000 tons of linerboard from competitors and to reduce Stone
Container s inventory by 87 000 tons.
PAR. 4. During late June and early July 1993 , Stone Container
conducted a telephone survey of major U.S. linerboard manu-

facturers , asking competitors how much linerboard was available for
purchase and at what price.
PAR. 5. Senior officers of Stone Container contacted their
counterparts at competing linerboard manufacturers to inform them
of the extraordinary planned downtime and linerboard purchases. In
the course of these communications , Stone Container arranged and

agreed to purchase a significant vol ume of linerboard from each of
several competitors. The participation of high level executives in
these communications was outside the ordinary course of business.
The specific intent of Stone Container s communications with its
competitors was to coordinate an industry wide price increase.

PAR. 6. During the second

half of 1993, Stone Container

communicated to competitors its intention to take mill downtime and
to draw down industry inventory levels , and its belief that these
actions would support a price increase. The methods of communication included private conversations and public statements , including
press releases and published interviews.

PAR. 7. The acts and practices

alleged herein constitute an

invitation by Stone Container to its competitors to join a coordinated
price increase. The invitation , if accepted , was likely to result in
higher prices , reduced output, and injury to consumers. The acts and
practices of Stone Container were undertaken with anti competitive

intent and without an independent legitimate business reason.
PAR. 8. The acts and practices alleged herein are in commerce or
affect commerce , as " commerce " is defined in the Federal Trade
Commssion Act , and constitute unfair methods of competition in or
affecting commerce in violation of Section 5 of the Federal Trade
Commission Act , as amended , 15 U. e. 45. The acts and practices

alleged herein could be repeated in the absence of the relief
requested.
Commssioner Swindle dissenting.
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DECISION AND ORDER

The Federal Trade Commssion (" the Commssion

) having
practices of the

initiated an investigation of certain acts and
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 Competition proposed to present to the Commssion for
its consideration and which , if issued by the Commission, would
charge the respondent with violation of the Federal Trade
Commssion Act; and
The respondent , its attorneys , and counsel for the Commission
having thereafter executed an agreement containing a consent order
an admission by respondent of aJJ 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 aJJeged in
such complaint , and waivers and other provisions as required by the
Commssion s rules; and
The Commssion having thereafter considered the matter and
having determined that it has reason to believe that the respondent
has violated the said Act , and that a complaint should issue stating its
charges in that respect , and having thereupon accepted the cxecuted
consent agreement and placed such agreement on the public record
for sixty (60) days , now in further confonnty with the procedure
described in Section 2. 34 of its Rules , the Commission hereby issues
its complaint , makes the following jurisdictional findings and enters
the following order:
I. Respondent Stone Container Corporation is a corporation
organized , existing and doing business under and by virtue of the
laws of the State of Delaware , with its office and principal place of
business located at 150 N. Michigan Avenue , Chicago , Ilinois.
2. The Federal Trade Commssion has jurisdiction of the subject
matter of the proceeding and of the respondent , and the proceeding
is in the public interest.

ORDER

For purposes of this order , the foJlowing definitions shall apply:
A.
means Stone Container Corporation , its
Respondent
directors , officers , employees , agents and representatives , predecessors , successors and assigns , and its subsidiaries , divisions , groups
and affiliates controJled , directly or indirectly, by Stone Container
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Corporation, and the respective directors , officers, employees , agents
and representatives , successors and assigns of each.
B.
Linerboard"
means any grade of paperboard suitable for use
in the production of corrgated containers , but excludes corrugating
medium.
Commission means the Federal Trade Commission.
e.
II.

That respondent , directly or indirectly, through any
corporation , subsidiary, division , employee , agent or other device
forthwith cease and desist from:
It is ordered,

A. Requesting,

suggesting, urging, or advocating that any

manufacturer or seller of linerboard raise , fix , or stabilize prices or
price levels , or engage in any other pricing action with regard to sales
of linerboard to third parties.

B. Entering into ,

attempting to enter into, adhering to , or

maintaining any combination , conspiracy, agreement , understanding,
plan or program with any manufacturer or seller of linerboard to fix
raise , establish , maintain or stabilize prices or price levels , or engage
in any other pricing action with regard to sales of linerboard to third
parties.

Provided , that the following conduct by respondent as and when

conducted in the ordinary course of business shall not , of itself
constitute a violation of paragraph II of this order: (1) agreeing to
purchase linerboard from ,

or sell linerboard to ,

a competitor; (2)

negotiating or agreeing upon the price at which linerboard win be
sold to a competitor; (3) negotiating or agreeing upon the price at

which linerboard win be purchased from a competitor; and (4)
discussing the financial condition of Stone Container Corporation , or
the condition of or the prospects for the market for linerboard , with
persons who are not competitors , such as non- integrated customers
investors , shareholders , securities analysts, and news and financial
reporters.
It is further ordered That respondent shalJ:

A. Within thirty (30) days after the date on which this order
becomes final , mail by first class mail a copy of this order, to all of
its directors and officers , and to all of its management employees

with responsibility for the manufacture , purchase and/or sale of
linerboard (hereinafter referred to as " Management Employees
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B. For a period of three (3) years after the date on which this

order becomes final , mail by first class mail a copy of this order to
each person who becomes a director , officer , or Management
Employee , within thirty (30) days of the commencement of such
person s employment or affiliation with respondent; and
e. For a period of three (3) years after the date on which this

, officers, and
Management Employees to sign and submit to respondent within
thirty (30) days of the receipt thereof a statement that: (I)

order becomes final ,

require each of its directors

acknowledges receipt of the order; (2) represents that the undersigned

has read and understands the order; and (3) acknowledges that the
undersigned has been advised and understands that non-compliance
with the order may subject Stone Container Corporation to penalties
for violation of the order.

IV.
It is further ordered,

That respondent shall:

A. Within sixty (60) days from the date on which this order

becomes final , and annually thereafter for five (5) years on the

anniversary date of this order , and at such other times as the

Commission may by written notice to the respondent require , file
with the Commssion a verified written report setting forth in detail
the manner and form in which respondent has complied and is

complying with this order;
B. For a period of five (5) years after the order becomes finaJ

maintain and make available to the staff of the Federal

Trade

Commission for inspection and copying, upon reasonable notice, all

records of communications with any manufacturer or seller of
linerboard relating to mill downtime , rates or levels of production
the purchase or sale of linerboard , or any aspect of pricing for
linerboard; and
e. Notify the Commission at least thirty (30) days prior to any
proposed changes in Stone

Container Corporation 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 that may affect compliance
obligations arising out of the order.
It is further ordered That this order shall termnate on May 18
2018.
Commssioner Swindle dissenting.
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CONCURRING STATEMENT OF COMMISSIONERS ROBERT PITOFSKY
SHEILA F. ANTHONY AND MOZELLE W. THOMPSON

The Commission recognizes that in invitation to collude cases , a
fundamental question is whether the alJeged " invitation " was merely
legitimate business conduct. Our colleague , Commissioner Orson
Swindle , dissents in this matter on grounds that Stone Container
Corporation s behavior in curtailing its own production , and
simultaneously purchasing excess inventory from its competitors
was conduct that did not clearly lack an " independent legitimate

As the Analysis To Aid Public Comment
emphasized , however , it would have been more economical for Stone

business reason. "

Container to keep its plants open than to purchase inventory from
competitors, and competitors would have recognized that fact. This
conduct and other statements by Stone Container made clear that its
goal was to manipulate

industry supply conditions to invite a

coordinated price increase. It is for these reasons that we now have
accorded final approval to the complaint and consent order.
While there may be some difference of view on the facts in this
matter , we agree with Commissioner Swindle that there can be no
implied invitation to collude when the actions that amount to the
invitation are justified by business considerations.
CONCURRING STATEMENT OF COMMISSIONER MARY L. AZCUENAGA

I concur in the decision to issue the consent order but decline to
join the separate statement of Chairman Pitofsky and Commissioners
Anthony and Thompson. The consent agreement , which includes the
consent order and the complaint on which it is based , constitutes the
decisional document of the Commission. My substantive views on

this matter are contained entirely within the four comers of the
Dissenting Statemcnt of Commissioner
Mary L. Azcuenaga in DelJ Computer Corp. , at 21- 23 (Docket No.
3658 , May 20, 1996).

decisional document.

See

DISSENTING STATEMENT OF COMMISSIONER ORSON SWIJ\DLE

I have voted against the Commission s issuance of its complaint

and final order in this case because I do not believe that the facts
unearthed and presented in the investigation support the allegation
that Stone Container ("Stone ) invited its competitors " to join a
coordinated price increase.
The Commission s complaint alleges that Stone took several

actions in the second half of 1 993 that amounted to an invitation to

" -- "
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collude on linerboard prices. According to the complaint , Stone
invitation- to-col1ude strategy consisted at the outset of a plan " to take
downtime at its plants , to reduce its production by approximately
187 000 tons , and contemporaneously to purchase 100, 000 tons of
linerboard from competitors and to reduce Stone Container
inventory by 87 000 tons. " To carry out this plan , Stone allegedly
conducted a telephone survey of major U.
linerboard
manufacturers , asking competitors how much linerboard was
available for purchase and at what price.
Pursuant to its scheme , Stone s " (sJenior officers " -- whose role
in this regard is al1eged to have been " outside the ordinary course of
business
contacted their counterparts at competing linerboard
manufacturers to inform them of the extraordinary planned downtime
and linerboard purchases. " Stone " arranged and agreed to purchase
a significant volume of linerboard from each of several competitors
and is alleged to have " communicated to competitors " -- both in
private conversations and through public statements -- " its intention
to take mil1 downtime and to draw down industry inventory levels
and its belief that these actions would support a price increase. " The
complaint asserts that Stone s communications with its competitors
on these subjects were made with " (tJhe specific intent. . . to
coordinate an industry wide price increase " and that Stone s actions
were undertaken with anti competitive intent and
without an
independent legitimate business reason (emphasis added).

S.

I have quoted at length from the complaint because it (together

with the Analysis To Aid Public Comment that accompanied
acceptance of the consent agreement) is the document in which the

Commission sets forth its theory of violation and ,

to the extent

permissible , the evidence underlying that theory. As I see it , the acts
and communications of Stone alleged in the complaint , as wel1 as
other evidence in this case , do not

sufficiently support the

Commission s theory of violation.
As 1993 approached , Stone and other firms in the linerboard

industry had been and were experiencing financial diffculties
including excess production capacity, al1eged excess inventory, and
depressed price levels. It should hardly be surprising that Stone chose
mil1 downtime and inventory reductions as a normal competitive
response to general industry conditions. " Extraordinary " as Stone
downtime and inventory purchases may have been, it is difficult to
second- guess the rationality of those actions from a business
perspective. The assertion in the complaint that Stone s actions " were
undertaken with anticompetitive intent and without an independent
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legitimate business reason " is a considerable stretch If senior
officials of Stone had been more circumspect in their statements -particularly their public statements -- about Stone s reasons for its
own downtime and purchase decisions , I doubt that the Commssion
would have considered this matter a worthy target of our scarce
resources.
The Commission s Analysis To Aid PubJic Comment discussed
explicit and impJicit invitations to collude and placed the present
situation in the latter category. I agree with that categorization as far
as it goes , since no one from Stone is alleged to have contacted a
competitor and baldly suggested a price increase or an output

reduction (and thus this case is not a replay of American AirJines).
-- when judged against the
Instead , it is the totaJity of Stone conduct
backdrop of Stone s remarks concerning low prices , excess capacity,

and possible inventory overhang -- that has led the Commission to

concJude that Stone impJicitly invited its competitors to collusively
I am unabJe to place on Stone s actions (and its
explanations of them) the sinister characterization that would permit
me to condemn its otherwise justifiable actions. I am concerned that
the Commssion s decision in this case may deter corporate officials
in speeches to investors
(e.
from making useful pubJic statements
or presentations to securities analysts) that candidly address industry
conditions , individual firms financial situations , and other important
subjects.
I respectfully dissent.
raise prices. '

1 In thcir Concurring Statement

, my colleagues rely on the Analysis To Aid Public Comment in

this case for the proposition that " it would have been more economical for Stone Container to keep its

plants open than to purchase inventory from competitors. . . . " With all due respect, it is precisely the
truth of that assertion that I find insufficiently supported by the evidence.
2 The Analysis To
Aid

Public Comment cited Precision Moulding Co. , Inc., Docket No. C- 3682

as an example of an implicit invitation to collude. According to the Analysis , Precision Moulding
informed fits) competitor that its prices were ' ridiculously low ' and that the competitor did not have
to 'give the product away.''' I do not considcr Stonc s conduct and language to havc communicated a
message nearly as pointed as that conveyed by Precision Moulding.
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IN THE MATTER OF

EYE RESEARCH ASSOCIATES , INe. , ET AL.
CONSENT ORDER , ETC. , IN REGARD TO ALLEGED VIOLATION OF
ACT

SECS. 5 AND 12 OF THE FEDERAL TRADE COMMISSION

Docket C- 3807.

Complaint ,

May

1998-- Decision ,

May

, 1998

This consent order prohibits ,

among other things , the two Texas- based corporations
and the owner from making any false claims and requires reliable scientific

evidence to substantiate any safety, success or efficacy claims for Controlled
Kerato- Reformtion (" CKR" ) orthokeratology, a non-surgical eye caretreatrent
or procedure to correct vision. In addition , the consent order requires that the
respondents possess scientific evidence to support any testimonials or endorsements concerning the expected results ofCKR , orelse provide a disclosure stating
what consumers may generally expect to achieve and that consumers should not
expect to experience similar results.

Appearances
For the Commission:
For the respondents:

Thomas Carter.

and

Judith Shepherd
Richard Powers

and

Steven Adducci , Butler

& Binion Washington , D.
COMPLAINT

The Federal Trade Commission , having reason to believe that Eye
Research Associates , Inc. , d//a Eye Care Associates , and ICKRS
Inc. , d//a International Controlled Kerato Reformation Society,
corporations , and Sami G. El Hage , O. , individuaJly and as an
offcer of the corporations (" respondents ) have violated the
provisions ofthe Federal Trade Commission Act , and it appearing to
the Commission that a proceeding by it in respcct thereof would be

in the public interest , alleges
1. Respondent Eye Research Associates ,

Inc. ,

d//a Eye

Care

Associates ("ECA" ), is a corporation formed under the laws of the
state of Texas , with its principal offce or place of business located at
5320 Richmond Avenue , Houston TX.
2. Respondent ICKRS ,

Inc. , d/b/a International Controlled

Kerato Rcformation Society ("ICKRS " ), is a corporation formed
under the laws ofthe state of Texas , with its principal offce or place
of business located at 5320 Richmond Avenue , Houston TX.
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, is the sole owner and
president of the corporate respondents. Individually, or in concert
3. Respondent Sami G. El Hage , O.

with others , he formulates , directs , and controls the acts and practices
of the corporate respondents , including the acts and practices al1eged

in this complaint. His principal office or place of business is the
same as that of the corporate respondents.
4. Respondents are engaged ,

and have been engaged ,

in the

promotion , offering for sale , and the sale to the public of ophthalmic
services , including orthokeratology ("ortho- ) or " Controlled
Kerato- Reformation " ("CKR" ) services , which involves the use of a
series of contact lenses purportedly to reshape the cornea gradually
for the treatment of myopia (or " nearsightedness ), hyperopia (or
farsightedness ) and astigmatism. The contact lenses used in these
CKR ortho- k services are " devices, " within the meaning of Sections
12 and 15 of the Federal Trade Commssion Act.
5. The

acts and practices of respondents al1eged in this

complaint have been in or affecting commerce , as " commerce "
defined in Section 4 of the Federal Trade Commission Act.
6. In the course and conduct of

is

their business , respondents have

disseminated or have caused to be disseminated advertisements or

promotional materials for the purpose of promoting the sale of CKR
ortho- k services. Respondents advertise and promote their services
through the use of print advertisements , free consultations , videos
brochures , and pamphlets , which are provided to patients and
prospective patients , and some of which are provided to other
optometrists for distribution under their own name to patients and
prospective patients. Respondents ' advertisements and promotional
materials include , but are not necessarily limited to , attached Exhibits
A through F.
7. The advertisements and promotional materials referred to
above , including but not necessarily limited to attached Exhibits A
through F , contain the following statements:

A. " C.K.R. CONTROLLED KERATO- REFORMATION
Using Contact Lenses to Reshape the Cornea and Improve Vision ...
THE BENEFITS OF CKR
See better without help from glasses or contact lenses
Prevents deteriorating vision in children caused by myopia
Free of surgical complications or pain
Improvement occurs rapidly -- within weeks or months
No disruption of vision while your eyesight improves
Occupational unaided vision demands may be met for careers such as pilots,
policemen , firemen , athletes , etc.

....

EYE RESEARCH ASSOCIATES , INC. , ET AL.
861

863

Complaint

NATURAL VISION IMPROVEMENT
Imagine being able to easily read the alarm clock without your glasses , see

street signs clearly, or participate in sports without lenses of any kind.... This
procedure has provided corrective eye care to many thousands of patients without
the risks or complications
associated with surgery.... CKR utilizes a series
of molds
prescribed in progressive stages to gentJy reshape the cornea , similar to the way

braces are to straighten teeth.... The process can take from six weeks to a few
months or longer to complete , depending on the severity of the problem. The result
is dramatically improved vision with retainer lenses being worn on a limited basis
sometimes only at night during sleep, to maintain the new shape of the cornea.
Developed in 1962 , Ortho- K has been used for years to help pilots, athletes,

and others who required unaided vision for their occupations. Now , with new
research developments such as computerized corneal topography (mapping which
provides a morc accurate fit and diagnosis) and new mold designs and materials
CKR the second generation , is becoming the eye care trend of the future.
A SAFE ALTER,'\ATIVE TO RK SURGERY
In contrast to Radial Keratotomy surgery which involves making incisions on
the eye , CKR does not leave scar tissue which may cause vision glare at night or
other side effects. CKR is also free of surgical complications or pain , and there is

no disruption of vision as eyesight improves.
SAVING CHILDREN' S VISION
One of the most exciting uses for CKR is controlling myopia (nearsightedness)
in children. Unfortunately, nearsightedness is a progressive disease , which is why
75% of the nearsighted population have to periodically increase their prescription.
As years pass , from elementary school to coUcge and in later life , a person s vision
graduaUy worsens. For instance , only 4% of8 year olds are nearsighted , while over
30% of the general population is nearsighted. CKR prevents this deteriorating
vision in children by actually halting myopia in its tracks.
RESULTS
Myopia (Nearsightedness): CKR is highly effective in improving myopia.
Mild to moderate degrees of myopia may be corrected from
201400
to 20120 20/30. Higher degrees of myopia can be controlled to allow functional vision
without lenses.
Astigmatism: CKR usualJy either eliminates or greatly reduces mild
astigmatism. Higher amounts of astigmatism can also be improved to enhance
VISion.

Hyperopia (Farsightedness): Occasionally may be improved....
SAFETY
Four university research studies have shown Corneal Reformation to be safe
and effective, with no harmful side effects. These studies include the University
of Houston College of Optometry (5 years), University of California at San Diego
Medical School (7 years), University of California at Berkeley College of
Optometry (3 years), and Pacific University College of Optometry (5 years)....
FIND OUT IF CKR IS RIGHT FOR YOU
If CKR is determined to be right for you , then you might also be one of the
many who are no longer dependent on glasses or contacts.

(Exhibit A , Patient BrochureJ
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B. " WHAT IS CKR? INFORM YOUR PATIENT"
Both Dr. EI Hage and Dr. Norman Leach appear on the video. Their participation
is acknowledged with the thanks of the producer , ICKRS. Statements on the video
including representations by Leach that 95% of those who complete CKR achieve
functional vision " and that CKR may be beneficial for farsighted individuals. The
announcer describes CKR as an idea " very much like braces for teeth. " The video
also contains a number of patient testimonials , including the folJowing:

.1 was looking for an option that was very safe and that was going to give
me the results , and CKR gave me the results. I now have 20/20 vision without my

contacts and get along absolutely great .... (The) FAA requires that we maintain
20/20 vision corrected.... (SJo I was looking for a way to improve uncorrected
vision.... They re very comfortable , very easy to wear , and you don t know that the
procedure is taking place.... It took about four to five months for me to get from
201l 00 vision to 20/20 uncorrected. So progress comes very rapidly.. .. Hey, leave
your contacts at home. Go -- go do what you want to do , ride your bicycle with the

kids or climb mountains or scuba dive. It gives you so much more freedom than
having to hassle with glasses or contacts.
Jay Redmon (commercial pilot, photographed with passenger jet)
My vision just kept getting better and better and at night when I' d take my
contacts out to sleep, then I'd notice I could see -- see things that I couldn t see
before without my glasses.... (A)fter however long It takes for your vision to get
corrected they give you retainer lenses. And the retainer lenses are lenses that you
only have to wear for , like , certain amount of hours a week , whatever the doctor
teUs you to.... I never thought I'd have close to perfect vision again....
Han; Shaft (young boy)

I told my friends they give you a pair of contacts , and they -- urn , they
going to start helping your eyes and to make them 20/20. But it will take a while
it won t take that long, but it will take a little while.... I would tell them to not be
afraid because it' s all easy and it works very good. Carolina Araya (young girl)
And then I had regular glasses for when I didn t have my lenses on and then

all of a sudden I had to get reading glasses , and then you ve got sunglasses....
Everything I do outdoors I can now do without any lenses. And before I could not
do anything, I could not walk without lenses or glasses.... It s wonderful. I ean see
again.
Sheryl Noble

(Exhibit B , Video promotion)

C. " CKR

SUCCESS STORIES
Injust a couple of weeks I was able to see 20/20 without glasses or my speciaJ
contacts. It s wonderful!! I no longer have to worry about taking my glasses on
or off. I can even wear really cool ' sunglasses without having to have them
prescription made!... A

Y

I am able to read and see at distance with

20120

acuity. I have been able to fly

my plane without corrective lenses and I passed all required vision tests....
(commercial airline pilot)
My vision has changed from nceding con" cctivc lenses to
20120
in ten days.
I am apprehensive about quick remedies for any kind of ailment , but I will not only
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verify, I will spread the good news about the changes I have experienced with all

my friends. I am a sports enthusiast and now I can get involved without the
restrictions of glasses.... GWM
I can see now!!
thought I would be prisoner to my contacts/glasses for the
rest afmy life. I am now enjoying normal vision for the first time in approximately
25 years. CKR gave me my freedom back'! At the very beginning of my
treatment , I had my doubts. It sounded
too good to be true. I am now a
BELIEVER!!
no longer have a strong reliance on vision correction to see. It is
such a delight to be able to see
without correction. It has opened a whole new
world!! I am no longer visually handicapped.... CJC
Changes have been dramatic. I typically tested around
20160
to 20/80 on yearly
eye tests associated with my job and now I test 20/20. I now have greater freedom
and flexibiJity of not having to wear lenses from sun up to sun down...
I have seen my vision improve dramatically since starting CKR. My vision
went from reading the big E on the eye chart to seeing 20/20 without glasses. I
also believe that the overall health of my eyes have greatly improved. No longer
is there anxiety when taking physicals for my job. Along with better vision and

healthier eyes, there is an increased self-confidence in all aspects of my life especially so in my professional career. To make gains such as I have, without
surgery. and especially the risks associated with surgery, is , without a doubt , the

only way to go... .JR (commercial airline pilot).

(Exhibit C , promotional handout provided to Optometrists)

D. " IMPROVE VISION WITHOUT SURGERY
Adults and children now have the option

to non- surgically correct

nearsightedness and astigmatism. It is called Controlled Kerato- Reformation , or
CKR for short.
CKR uses speciaJJy designed contact lenses that correct vision and reshape the
cornea simultaneously. The CKR lenses , or molds , are worn daily, in place of
glasses or other contact lenses. Within a period of a few days to a few months
vision can be restored to 20/20 or close to 20/20 as possible , so that the patient can
obtain good , functional vision without dependence on glasses or contacts , and
without the risk and side effects commonly associated with surgical procedures.
My vision improved the very first time I put the contacts on. And I had
20/20 vision about two weeks after I started wearing them.
Edwin V.
.... Within the first 24 hours , my vision was improved to about 20/30.... Since
that initial change , my vision has progressed to 20/20 , and I can see quite well
during the day after taking my lenses out in the morning. This is the first time in
20 years that I have been able to go about my daily routine without the assistance
of glasses or contacts.

Amy

Prior to correction I could not see clearly beyond ann s Jcngth... now I can
drive without contacts or eyeglasses.... This is a painless , corrective procedure
scientifically proven , without the potential cornplications/ramifications of RFK
(sic)... My vision has improved from 400/300 to 30/20. I can see again
Hank N. (in the Nov.

95

issue only)
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(Exhibit D Houston Health and Fitness Sports Magazine February,
1996 , and November , 1995)
E. " HOUSTON RESIDENT ENJOYS IMPROVED VISION THROUGH A
REVOLUTIONARY EYECARE PROCEDURE!
Sylvia s vision was 20/400 when she began treatment in November 1994.
Today her vision is 20/20 unaided! Sylvia observes: ' I had forgotten what it was
like to drive at night without so much glare that everything looked blurry. I wake
up in the morning and I can see clearly. Softball , volleyball and swimmng are all
much more fun now that I don t have to wear glasses or contacts..
The procedure offers remarkable results for patients with nearsightedness,
giving them freedom from glasses and contacts for everyday living, ' says Dr. EI
Hage.... ' s very exciting for me to be able to offer a safe and effective alternative
to surgery for my patients.
a certain
degree...,
CKR is also used to treat astigmatism and farsightedness to
April
, 1996)
Fitness
Sports
Magazine
(Exhibit E Houston Health

F. " IMPROVED VISION WITHOUT SURGERY
Although millions of people suffer from nearsightedness and astigmatism , until
recently there have not been many options for improved vision without Jenses. A
revolutionary procedure called Controlled Kerato- Reformation, (CKR for short),
is changing the Jives of many people who have relied on daily wear of glasses or
contacts. CKR is a non-surgical procedure and an alternative to the well known
surgical procedure , Radial Keratotomy.
.... Dr. El Hagc is also the founder and president of the International Controlled
Kerato- Reformation Society, which trains doctors to become CKR practitioners

and updates them on the latest techniques in CKR.
.... Called " Braces for the Eyes, " CKR actually gently reshapes the cornea
through a series of specially designed , rigid gas permeable contact Tenses, or molds.
This process takes place over a period of two to twelve months , on average, after
which retainer lenses , worn several hours per week , can maintain the new shape of
the cornea on a long- term basis. In addition , CKR has been proven as safe as

wearing traditional contacts....

One of the most valuable applications for CKR is controlling myopia
(nearsightedness) in children. Nearsightedness is progressive for most people and

becomes worse as the years pass. CKR can stop this progression of Myopia
preventing deteriorating vision as children grow oJder.

The procedure offers remarkable results for patients with nearsightedness
giving them freedom from glasses and contacts for everyday living,' says Dr. El
Hage , the inventor of a highly acclaimed computeriz.ed corneal topographer that
maps the surface of the eye. ' It's very exciting for me to be able to offer a safe and
effective alternative to surgery for my patients.
CKR can also correct astigmatism and farsightedness to a certain degree....

(Exhibit F , Newspaper advertisement , 2/28/96)
8. Through the means described in paragraph seven, respondents

have represented, expressly or by implication , that:

EYE RESEARCH ASSOCIATES , INC. , ET AL.
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A. CKR ortho- k corrects nearsightedness and astigmatism thereby
permanently eliminating the need for all corrective eyewear

including eyeglasses and contact lenses ,

for nearsightedness and

astigmatism.
B. All or most people can achieve normal vision without

eyeglasses or contact lenses on a permanent basis if they wear CKR
ortho- k devices occasionally or at night.
e. Studies at the University of Houston College of Optometry
(1976- 77), University of California at San Diego Medical School
(1980), University of California at Berkeley College of Optometry
(1982- 83), and Pacific University College of Optometry (1984),

prove that CKR ortho- k is safe and effective in correcting,
controlling, or improving nearsightedness , farsightedness , and
astigmatism.
D. Testimonials from consumers appearing in the advertisements
for respondents ' CKR ortho- k services reflect the typical or ordinary

experience of members of the public who receive those services
which experience is that respondents ' CKR patients typically achieve
20/20 vision and no longer need corrective eyewear.
9. In truth and in fact

A. CKR ortho- k does not correct nearsightedness and astigmatism
thcreby permanently eliminating the need for all corrective eyewear

including eyeglasses and contact lenses ,

for nearsightedness and

astigmatism.
B. All or most people cannot achieve normal vision without

eyeglasses or contact lenses on a permanent basis if they wear CKR
ortho- k deviccs occasionally or at night.
e. Studies at the University of Houston College of Optometry
(1976- 77), University of California at San Diego Medical School
(1980), University of California at Berkeley College of Optometry
(1982- 83), and Pacific University College of Optometry (1984), do
not prove that CKR ortho- k is safe and effective in correcting,
controlling, or improving nearsightedness , farsightedness , and
astigmatism.
D. Testimonials from consumers appearing in the advertisements
for respondents ' CKR ortho- k services do not reflect the typical or

ordinary experience of members of the public who receive those
services , which experience is that respondents ' CKR patients
typically achieve 20/20 vision and no longer need corrective eyewear.

Therefore , the representations set forth in paragraph eight were, and
are , false or misleading.
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10. Through the means described in paragraph seven , respondents
have represented , expressly or by implication , that they possessed

and relied upon a reasonable

basis that substantiated the

representations set forth in paragraph eight A and B , at the time the
representations were made.
II. In truth and in fact , respondents did not possess and rely upon
a reasonable basis that substantiated the representations set forth in
paragraph eight A and B , at the time the representations were made.
Therefore , the representation set forth in paragraph ten was , and is
false or misleading.

12. Through the means described in paragraph seven , respondents
have represented , expressly or by implication , that:

A. A significant number of people can achieve normal vision
without eyeglasses or contact lenses on a permanent basis if they
wear CKR ortho- k devices occasionally or at night.
B. All or most people wi1 experience stabilized vision after only
a few weeks or months of CKR ortho- k treatments.
e. CKR ortho- k prevents and reverses deteriorating nearsightedness in children.
D. CKR ortho- k is as safe as contact lenswear.
E. CKR ortho- k is as effective as refractive surgical methods in
correcting, controlling, or improving nearsightedness , farsightedness
and astigmatism.

F. CKR ortho- k has helped thousands of people achieve normal
VISIOn.

G. CKR ortho- k provides pilots and other career professionals
20120
vision thereby enabling them to meet occupational

with stable

requirements for unaided vision.

13. Through the means described in paragraph seven , respondents

have represented , expressly or by implication , that they possessed
and relied upon a reasonable basis that substantiated the representations set forth in paragraph twelve , at the time the representations
were made.
14. In truth and in fact , respondents did not possess and rely upon
a reasonable basis that substantiated the representations set forth in
paragraph twelve , at the time the representations were made.
Therefore , the representation set forth in paragraph thirteen was , and
, false or misleading.

15. The acts and practices of respondents as alleged in this
complaint constitute unfair or deceptive acts or practices , and the
making offalse advertisements , in or affecting commerce in violation
of Sections 5(a) and 12 of the Federal Trade Commission Act.
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PROCEEDINGS
(Young Boy) :

HAI SHAF

couch when I was over at a friend'
reason - - I think we went swi

left

And I

therr. on a brown

s house and t

en for some

mlng, and then when I came in

sat down on them and I broke the arm right off.

Ar. d so I was

wearlng my glasses with only one arm for about six months.

PATI MAIK:

Glasses are -- are limiting.

You know

they get catty-whampus, you know, they re not -- they

re --

they get greasy.

Girl)

CAROLINA ARYA (Young

All the time you have

tc clean them because they look all gross on the outside.

PATI MAIK:

You have to be wiping the

and then you

scratch them.
HAI SHAI (Young Boy) :

glasses, which

were then too big.

I finally got some new
And then

got hi t wi th a

basketball and then that made my glasses all crooked.
SHERYL NOBLE:

And then I had regular glasses for

when I didn' t have my lenses on and then all of a sudden I had

to get reading glasses, and then you ve got sunglasses.

RAI SHA!

(Young BOy)

ll either have ':0

glasses or contacts the rest of my life and tha

wear

really kind

of bummed me out to have to worry about glasses and Just

ses

ge:tlng thicker and thicker

AN'OlJCER:

Glasses can make

:'0-: ,

e ?ec::-:::,
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a ::'
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a pe-:sor. cr::ss
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miDute

they

re there and the nex

they re lost.

Red ma:-ks 0"

Buying new specks, money,

your nose , ears that get sore.

headaches galore. They scratch, they
face. Wouldn' t it be wonder:ul to keep them

blur, they hide your

JAY REDMON (Commercial Pilot)

n their case?
I don t trust

anybody putting a scalpel to my eyeballs.

They re my

livelihood.

So I was looking

for an

They re how I make a living.

that was very safe and that was also going to

option

give me the results and CKR gave me the results.

I now have

20/20 vision without my contacts and get along absolutely

great.
Everything I do outdoors I can now do

SHERYL NOBLE:

wi thout any lenses.

Ar. d before I could not de anything

could not walk without lenses or glasses.

PJ\I SHAI (Young

Boy)

When I go and talk to a

girl that I think is, like , pretty or something, you know
ike oh , my gosh , my glasses are so dorky.

like, before I was

And, you know,

it'

But now

s just kind of like embarrassing.

you can just pretty much feel a bit more self- confidence.

CKR, which stands for Controlled Kerato-

ANOUNCER:

Reformation is a nonsurgical procedure that gradually resnapes
the cornea,

thus dramatically improving one s natura:

vls:tor..

The idea is very much like braces for t e teetn
DR. SA.'U G

l:ke the braces for t

;:L HAGE

e eyes.

"e.

.:cr:

J: '

(Founder of ICK

Actual'.y,

sorr. e 8::

Sarle idea

cur patler,

"'" - -

.__

--
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s about it and call i: the b

e and ask

Indeed,
with

aces of t

e eye.

we do change the curvature of the cornea, so people

yopia on each s

de of 20/400 can see at, or close to,

20/20.
Your eyes

A.\"NOL'"CER:

ability :0 focus properly

dependent on the lens and the cornea.

circumstances the

under r. ormal

lmages you see are projected on the light

sensitive part of the eye, which is called the retina.
The retina is like a film camera.

An average shaped

cornea bends light so that the images you see land right on

the retir.

For far

sighted people the images are projected

ind the retlna, for near- sighted people the lmages are
projected in front. With astigmatism lmages are focused on
two different points.

In all three cases vision is blurred.

CKR uses specially designed rigid gas- permeable
contact lenses, often referred to as molds.

They re called

molds because of the way they change the shape of the cornea.

changing the cornea '

retina. That'

5 shape allows images to be focused on the

s when clear vision is achieved.

CAOLINA ARYA (Young Girl)

I told my friends that
urn , they re going

they give you a pair of contacts and they

to start helping your eyes and to make them 20/20.

will take a while

But .1';

It won t take that long, but it w ll take a

little while.
S:-::RYL

OELE:

::::sr
n-

e :

ot:c

Gt

e d:f:ere

--

;"'
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10 MY viSlon was probably a week after : star

media ely,

ed.

I mean

cou':dn '

I thought something was wrong because

see out of these lenses anymore,

and what

was doing was

changlng my eyes.
NORM LEACH

iAssociate Professor, U of H College of

Optometry)

is beneficial in patien s who are

CKR 15

nearsighted and have small to moderate amounts of asti

atism

and occasionally a far-sighted purpose - - person will benefit

from that as well.
near- sigr. ted.

But most':y it'

s for those people who are

That is not to say that we can

DR. SAMI G. EL HAGE:

glve everyone 20/20 vision, but in most cases we can give them
functional vision and less dependency on glasses and

contact

lenses.
PATI MAIK (Teacher)

Well , I just was not

satisfied at all with the way that I that could see things and

I knew there must be a better way some place, but I didr. ' t
know where.
JAY REDMON;

maintain

Of course, FAA requires that we

20/20 vision corrected and we also are tested

uncorrected and we have to meet standards there and right now

it'

s at 20/200 corrected to 20/20.

2200

looki::

nerve-wracking,

but it was a litt e nerve
for a
DR.

way

d I coulc s

eak out
so I was

o improve uncorrec:ed vision.

SA1 I G.

EL HAGE;

CKR is :he 5Eccnd

e Reccr , :nc
Gorf, L

aryl",:-.

JJ::e-:C- 8C2:;

ene 3:1c

, -.

"::::

::.
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of a procedure ca:led ortho- keratology.

by four universities,

:t has Deen st

patient was monitored for over 40 years

closely and it proved to be a safe procedure.
Now , where CKR differs from ortho- keratology

we take the topography of the cornea.

that

is

Like the topography of

the slide proJected behind me, it shows

the cornea behind

the hills and valleys of the cornea.
of the cornea.

It shows the asperisity

It shows the shape factor of the cornea.

From these measurements we design the specific mold.

These molds are based on the total topography, they do reshape
the cornea, modify and reform the cornea, a d reduce near-

sightedness and improve vision.
In the past they used to guess about the shape of
the cornea.

With this topographer we can measure up to 8300

points over the cornea.

ANOUNCER:

This is the cornea topographer that

It'

Doctor El Hage invented.

s used to determine what kind of

molds a patient' 8 cornea needs for reshapeing.

NORM LEACH:

nge off the ' front

This instrument reflects a series of

of your eye and a computer then analyzes

these reflective rings and we get a color map

ot

at the

cornea looks like.
By having th

s instrument then we ca

the corneal shape is to start with and the
changes ttat we ' re ma

ing as

we

he ?eccrd

"'alcio
( J:)

:, 1v!d=-.

l8.:

i 3 -' - - ;0::: ='

we

measure what

can mcn:to

"1rOL:gr. the ;nogra

the
A:c

-?

,"

:-.
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your vision then we w ll need to make

in

as you improve

subsequent changes in the contact lenses, or the corneal

molds

so t

at we can keep the p ocess gOlDg.

They re very comfortable, very easy to

JAY REDMON:

I t know that the procedure is taking place,

wear, and you don

that he s making the improvements

because all

you

re =c.st

wearlng your contacts on a daily basis.

HAI SHAFI:

My vision Just kept getting better and

better and at night when I' d

take my contacts out to sleep,

then I'

d just

couldn'

t see before without my glasses.

that I could see -

notice

It took about four to five months for

JAY REDMON:

vision to 20/20 uncorrected.

20/100

me to get from

- see things that I

rapidly.

progress comes very

DR. EL HAGE:

re- formation

The molding process, or

of the cornea, varies from one patient to another.

I t depends

on the near- sightedness or myopla of the patient and the
corneal

rigidity

of the patient.

NORM LEACH:

Everyone

is

different.

All a patient needs to be able to do

-- once they re determined to be a good candidate -- is to be

able to put on lenses, contact lenses, take off contact

::enses,

follow the doctor s instructions carefully, and

malntaln their follow- up visits.

HA: SEAFI:
for your V:Slon to get

And the

ter towever

::ong

t ta

corrected they g:ve you reta:ner

c,:r .

ReGer::
;"a1 ci.:r: ,
- ' 3 -,

.c

?.=.

--

...

--
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lenses. And the retainer lenses are
to wear for, liice, certain a ount of

lenses

that

you

only have

hours a week, whatever

the doctor tells you to. and then that' 5 Just to keep your

eyes In the shape they are so you can keep your vision.

NORM LEACH;

The benefits of CKR attract people of

all ages from all walks of life with various V1Slon

requirements.

The thing that attracts them the most, perhaps

is the fact that it'

s a nonsurgical procedure.

I investigated a lot of things before

SHERYL NOBLE;

I decided on CKR, but I had a lot of friends try RK.
that

it

worked sometimes, it didn t sometimes.

had to go back and do it again,

PATl MAIK:

I f cund

Sometimes yeu

I don t like surgery.

It was painless

let me tell you that

off the bat.

CAOLINA ARYA;

because it'

I would tell t em to not be afraid

s all easy and it works very good.

NORM LEACH:
associated with CKR are -

The only risks or side effects
are those

- those same risks and

side effects that are associated with rigid gas- permeable

contact lenses.

And those can be avoided, or certainly

reduced, by following proper hygiene in care of yo r lenses
and also by certainly following your doctors ' instructio"s on
how to wear t e contact lenses.

Aboc:t

CKR prograrrl do

95 percent of t ose patients who complete
In fact, achieve functiona: visio

t

:, .

-..-.

;"'

FEDERAL TRADE COMMISSION DECISIONS

886

125 F.TC.

Complaint

EXHIBIT B

ANOUNCER:

rece

ved from patients who have completed their CKR pro9yams

with us,
agau"

ough the comments we

! f you read

YOT.

d see the words " thank you

written over and over

Thank you for the c ance to play sports

unencuITbered.
Thank

Thank you for taking the pressure off my ears and nose.
yeu for g

back.

ng me my face

If you want to see better without glasses or contact
lenses CKR could be the answer for yeu.

You ll see

improvement quickly with no surgery, no palO

and no

disruption to your vision as the improvements occur.

hat a

wonderful life it is net being so dependent en glasses and

contacts.
HME: SHAFI:

I think sight is the most lmportant

thing because that involves everythi

g you co.

I think the bet ter you

ERYL NOBLE;

carl see, the

bet ter you feel.
CAOLINA ARYA:

I don t like wear ng glasses when

m ice skati g because they bother me.
JAY REDMON:

Hey, leave your contacts a: home.

-- go do what you want to do, ride your bicycle with the kids
or climb mountains or scuba dive.

It gives you so much more

freedom than having to hassle wi h glasses or contacts.
PAT I

MAIK:

You

know, you really don

you re mlsslng until you see what you
r.Jv'E SHAF::

;:::r ,e
;.a.:;::::

I never tho' ..gh::
R.ec::rd.

( 3 C 1 ) 3" C

\1ar"j1.o;,.
8 C 2 ::

re

Kr.ow wha t

sslng.
d have c:8se ::0

-::

:-
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perfect visic

again, you k ow.

It' s ',.onde:cful.

SHERYL NOBLE

I can see aga

(Whereupon, the vide- tape was concluded.
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CKR Success Stories
In just

couple

my

of

glasses on

or my
no longer have to wOn) about
I can even wea realy "
sunglasses without

weeks I was able to see 20/20 without glasses

ractS.

special con

tag

s wonde.!!
or off

havig to have them prescrpDon made!..

eyesigh t is much berrer. I am rocay independen t of my glasses. In
fact, J can ' t see our of them. For those people who
hare
glasses like I do
this is an alcerative to eye surgeI.
'n 'S
My

I now can see clear

J ever have wirhout glasses. I drove without
afrer
glasses
removing my contacts. Even without contacts , I can function alost
normaly. I look
to each visit with anddpation and I can see
than

any corrective aids fOT the fIrst rie rhs week No more

forw

Tesulcs daly.

Severa

of

my frends

ar

intentions to have chs done also. It' s

charg
great!

my

progress with

... CN

My vision has improved
mir
on in the morng. I' m not constatly pushig my
draaticaly. I don

co put make

have

to

be

on

cop of

up

glasses back up on my nose and dealng with pressure from behd my

ea. It is an exmely easy and paiess procedure with

big payoff I

fee more confdent without my glasses. I like not beng dependent on
chem.

no OS

I am able
to fly my
tescs.

to

read and see at disrace with 20/20 acuiry. I have been able

plane without corrdve lenses and I passed al required vision

... VP

co

I can see leaves on trees and I can see

couldn' t.
My
given

It (CKR) has brought

me our of

drve at night where beore I
a fog.

.. RMH

vision has improved draadcally. I
very close
am
ro 20/20. CKR has
me
confidence, as I was grwing increasingly concerned about my

vision. Seeing is believing!

... DC

; ':'JO:::::

--.-... -,.-- - ---
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CKR Success Stories
could not see my alar

fa your offce

When I came

watch television without

my

red

glasses. I can now

clock from my bed, OT
the rime

frm

acrss

the room, watch television frm al the way across my living room and into
my
kitchen , and best of all, play spans without glasses or contacts to
WOn)
about breakng, slipping,
or losing. I' ve been able
co play softbal
difference ,

fre. For scuba diving,

wea

and volleyball eye

to

since J never wanted

mask. I genuinely

my

corrcting my vision without cuttg

of

like the concept

ie has made the biggest

wea contacts in

on my delicace

irplaceable eyes. J look forwar to water and snow sking ths year!!
crn
My eyesight got progressively better every week, and within two months f
could see without the help
of eyeglasses
or contacts.
." HH

When 1

sraed

the

I couId not see the "Big E" on the eye char

progr,

Now withour my lenses in I
ca function and see with
exdred aoour

ca
or

book I

see 20/40 and can enjoy reading
wirhour lenses. Many of my frends

begining the progr.

... RR

Changes have been jusr amazing. No more squinrig, walkig arund
my
glasses. It feels lie the fog has fialy lifted and al is dea.
I thought surgery was the only way to
ger
rid of my
contaCts and dispose
co-workers how
of my glasses. Boy was I ever wrng! I've told my

feelng for

remarkable this proess is.

m beginning

to

... JR

notice (see) things I never reed

I was missing and

everng is so clea My visua acuiry has definUely improved. I no
longer fear losing

my

sight altogether.

I was afd I would be blind
painless and the results are exordnar.

rapidly

and

My

vision had begun

within the

.. CW

nex

ro

deterorate

few yea. It

- - --.

-

...- -. - -
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CKR Success Stories
days I noticed when jogging thar I could read the "Lotto
sign from laO' of yars , not possible before. J also could watch
IV frm a

After about

distace not possible prior to
glasses and each yea

rie

or

treatment. I no Jonger have to rely on

two changing prescrptions or

for tls tratmen t over and over.

I wi pay

fres.

savings goes into my pocket not

The

... JT

having to buy glasses.

J feel better about myself It has changed my life by giving

me

a sense

have not exerienced in yea due to the burden of
eyeglasses. I'm no longer self conscious of my appearce in glasses

freedom and joy that

because I don

.. LH

t need them.

My vision has changed

needing COlTective lenses to 20/20 in ten

frm

apprehensive about quick reedies for any kid
of aiment
but I will not only verfy, I wil spread the goO news about the changes

days. I

am

have exerenced with al

my

frends.

1 am a

sport enthusiast and now I

can get involved without the restrctions of glasses.
I ca

now!! I thought I would be prisoner to

the rest of
approximately

25

beginning of

my
now
see

corrtion to
It has opened

conticr./glasses for

my

lie. I am now enjoying normal vision for the fIrt rie

my

tre. I am

... GWM

yea. CKR

gave

my

rrcment, I had

BEIEV! I
It is such

doubts. lt sounded

no longer have
delght to be able

whole new world!! I

in

my fredom back.! At the ver

me

am

J:
lQ

goo to be

srrng relance on 0sion
ro

see

C01'tion.

no longer visualy handicappe.

CJC

I can see rhgs I never have been able to see before I
big differece this past week. I felt I could alost
lenses in

as

realy noticed

see
as goo with the
I could with them out! I really felt I made progress. I ca

arund me! I
can
see the aIan clock in the
middle of the night without bringing it close to my face! I can even red
rhe
diretions on the shampoo bottles in the shower!! I recommend it
(CKR) to my students , family, and friends. They all follow my progrss

swim now and see everthing

almost as closely as I do!

... RP
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CKR Success Stories
1 have 20/20 vision without cOITective eye wea! Three and

hal monchs

squis

ago my vision was 20/400. I can now see the birds and
playing
on the wires and in ' neighboring yars wirhout corrctive eye wea. No
more glasses sliding down

sore ea from ill

my

nose when I'm workig Qurside. No mOTE

now have fredom. I can see at
line frm my bifocals. No more titig

fittg glasses. I

concer, ete. wichout having

head at angles to avoid the bifocal line when going down steps.

Since

sr:g the

months ago ,

progr

.. 51

I have felt my vision improve

draatically. I have not been as dependent on contact lenses as 1 was

before; and I no longer have to won: about going swimmg
or playing
I wil have 20/20 0sion for the rest

sports with contacts. Because of CKR ,
of my

Ufe.

In the first

... MM

days , I went frm 201100 Jeft eye to 20/60, then in
11 days
The
right eye was 20/200 from the SC4 and in

1 went to 20/15 lef eye.
7 days went to 20/150

no change in

14

days. Also, the astigmatism in

exdted about being able to see clealy
without needig surgery, beause I don t like pai and ther is nothing
painf about CKR 1 absolutely recommend tis servce to other because
why see
litte when you can alot!" When I see peple in retaurats
both eyes is completely gone. I

with thick glasses ,

am

point that I can go without contacts for

My eyesight has improved to

periods of tie. 1
ca

do

... AW

1 want to go up to them and tel them about eKR

ca drve, play sport , and watch TV without contacts. I

rhings without concer about losing a contact Water acti0des in

the lake and pool

ar

Drstic changes! I staed the progr
billboars. To chs point, I can alost
hopefu1y get my aviadon

really works , I' m

proof!

.. PB

much more enjoyable.

not

beig able to

red

huge

read strt signs. Now I can

edica1 without resrrctions. I believe this
.. KI
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CKR Success Stories
Changes have been

dradc. J

tyicaly tested arund 20/60

to

20/80 on

yearly eye tests assodated with my job and now 1 test 20/20. I now have
grater freedom and flexbility
sun down.

I have seen
went

frm

of

not having to wea lenses from sun up

.. KH

my

vision improve draaticaly

reading the big E on the eye chan

st2g CKR My vision
seeing 20/20 without

since
ro

glasses. J also believe that the overa heath of my eyes have gratly
physicals for
my
job.
improved. No longer is there anery when
Along with better vision and heathier eyes , there is an inCTeaed self-

tag

of my life
especialy so in my professional
and especialy
rhe
career. To make gains such as I have , without surgery
risks associated with surger, is , without a doubt, the only way to go. ... JR
confidence in al aspects

oS;:;; OJCl53
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Order

DECISION AND ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a

copy of a draft of complaint which
Protection proposed to present to

the Bureau of Consumer

the Commission

for its

consideration and which , if issued by the Commssion , would charge
respondents with violation of the Federal Trade Commission Act; and
The respondents and counsel for the Commssion having
thereafter executed an agreement containing a consent order , an
admission by the respondents of aJl 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 respondents that the law has been violated as aJleged in
such complaint , or that the facts as aJleged in such complaint , other
than jurisdictional facts , are true , and waivers and other provisions as
required by the Commssion s Rules; and

The Commssion having thereafter considered the matter and
having determined that it had reason to believe that the respondents
have violated the said Act, and that a 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 foJlowing jurisdictional
findings and enters the foJlowing order:

a. Respondent Eye Research Associates , Inc. , d/b/a Eye Care
Associates ("ECA" ), is a corporation formed under the laws of the
state of Texas , with its principal office or place of business located
at 5320 Richmond Avenue , Houston , TX.
1.b. Respondent ICKRS , Inc., d//a International Controlled
Kerato Reformation Society ("ICKRS" ), is a corporation formed
under the laws of the state of Texas, with its principal office or place
of business located at 5320 Richmond Avenue , Houston , TX.
1.c. Respondent Sami G. El Hage , O. , is the sole owner and
President of the corporate respondents. Individually, or in concert
with others , he formulates , directs , and controls the acts and practices
of the corporate respondents. His principal office or place of business
is the same as that of the corporate respondents.
2. The Federal Tradc Commission has jurisdiction of the subject
matter of this proceeding and of the respondents , and the proceeding
is in the public interest.
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ORDER
DEFINITIONS

For the purposes of this order ,
apply:

the following definitions shalJ

I.
Competent and reliable scientifc evidence shall mean tests
analyses , research , studies , or other evidence based on the expertise

of professionals in the relevant area ,

that has been conducted and

evaluated in an objective manner by persons qualified to do so , using
procedures generally accepted in the profession to yield accurate and
reliable results.
2. " Clearly and prominently shall mean:

A. In a television or video advertisement, the disclosure shalJ be
presented simultaneously in both the audio and video portions of the
advertisement. The audio disclosure shall be delivered in a volume

and cadence sufficient for an ordinary consumer to hear and
comprehend it. The video disclosure shall be of a size and shade , and
shall appear on the screen for a duration , sufficient for an ordinary
consumer to read and comprehend it.

B. In a radio advertisement , the disclosure shall be delivered in
a volume and cadence sufficient for an ordinary consumer to hear and
comprehend it.

e. In a print advertisement , the disclosure shalJ be in a type size
and in a location , that are sufficiently noticeable so that an ordinary

consumer wi1 see and read it ,

in print that contrasts with the

background against which it appears. In multipage documents , the
disclosure shall appear on the cover or first page.
D. In an advertisement on any

electronic media received by

consumers via computer , such as the Internet s World Wide Web or

commercial on- line computer services , the disclosure shalJ be in a
type size , and in a location , that are sufficiently noticeable so that an
ordinary consumer wi1 see and read it , in print that contrasts with the
background against which it appears. In multi-screen documents , the

disclosure shalJ appear on the first screen and on any screen
containing ordering information.

Nothing contrary to ,

inconsistent with , or in mitigation of the

disclosure shalJ be used in any advertisement.
3. " Controlled Kerato- Refonnation ("CKR" ) service shaH mean
the ophthalmic service or procedure using contact lenses or similar
devices designed to reshape the cornea to reduce or eliminate visual
defects known as nearsightedness (myopia), farsightedness
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(hyperopia), and astigmatism (distorted vision), as trademarked by
Sami G. El Hage.

4. " Substantially similar service shall mean any ophthalmic
service or procedure using contact lenses or similar devices to
reshape the cornea to reduce or eliminate visual defects known as
nearsightedness (myopia), farsightedness (hyperopia), and astigmatism (distorted vision).
5. For purposes of this order respondents sha1J mean ECA and
ICKRS, corporations , their successors and assigns and their officers;
Sami G. El Hage , O. , individua1Jy and as an officer of the
corporations; and each of the above s agents , representatives and
employees.
6. " Commerce shall mean as defined in Section 4 of the Federal
Trade Commssion Act , 15 U.S. e. 44.

It is ordered

That respondents

, directly or through any

partnership, corporation , subsidiary, division , or other device

including franchisees or licensees , in connection with the advertising,
promotion , offering for sale , sale , or distribution of Contro1Jed
Kerato- Reformation ("CKR" ) services or any substantia1Jy similar
service , in or affecting commerce , sha1J not represent , in any manner
expressly or by implication that:
A. Such service corrects nearsightedness and astigmatism thereby
permanently eliminating the need for

a1J corrective eyewear

including eyeglasses and contact lenses, for nearsightedness and

astigmatism;
B. A1J or most people can achieve normal vision without

eyeglasses or contact lenses on a permanent basis if they wear
devices used with such service occasiona1Jy or at night; or
C. Studies at the Univcrsity of Houston Co1Jege of Optometry
(1976- 77), University of California at San Diego Medical School
(1980), University of California at Berkeley Co1Jege of Optometry
(1982- 83), and Pacific University Co1Jege of Optometry (1984),
prove that such service is safe and effective in correcting, contro1Jing,
or improving nearsightedness, farsightedness , and astigmatism.
II.

It is further ordered

That respondents ,

directly or through any

partnership, corporation , subsidiary, division , or other device

including franchisees or licensees , in connection with the advertising,
promotion , offering for sale , sale , or distribution of CKR serviccs or
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any substantial1y similar service , in or affecting commerce , shal1 not
make any representation , in any manner , expressly or by implication
about:

A. The number of people who can achieve normal vision without

eyeglasses or contact lenses on a permanent basis if they wear
devices used with such service occasionally or at night;
B. The number of people who wil experience stabilized vision
after only a few weeks or months of treatments under such service;
e. The ability of such service to prevent or reverse deteriorating
nearsightedness in children;
D. The comparative safety of such service and contact lens wear;
E. The comparative effectiveness of such service and refractive
surgical methods in eliminating nearsightedness , farsightedness , or
astigmatism;
F. The number of people whom such service has helped achieve
normal vision; or
G. The ability of such service to provide pilots or other career
professionals with stable visual acuity sufficient to meet occupational
vision requirements;
unless , at the time the representation is made , respondents possess

and rely upon competent and reliable scientific evidence that
substantiates the representation.
It is further ordered

That respondents ,

direcIly or through any

partnership, corporation , subsidiary, division , or other device

including franchisees or licensees , in connection with the advertising,
promotion , offering for sale , sale , or distribution of any service
procedure , or product in or affecting commerce , shall not
misrepresent , in any manner , expressly or by implication , the
existence , contents , validity, results , conclusions or interpretations of
any test , study, or research.
IV.

It is further ordered

That respondents ,

directJy or through any

partnership, corporation , subsidiary, division , or other device

including franchisees or licensees , in connection with the advertising,
promotion , offering for sale , sale , or distribution of any service
procedure , or product in or affecting commerce , shall not represent
in any manner , expressly or by implication , that the experience

represented by any user testimonial or endorsement of the service
procedure , or product represents the typical or ordinary experience of

, "
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members of the public who use the service , procedure , or product,
unless:

A. The representation

is true and , at the time it is made

respondents possess and rely upon competent and reliable scientific
evidence that substantiates the representation; or
B. Respondents disclose , clearly and prominently, and in close
proximity to the endorsement or testimonial , either:

I. What the generally expected results would be for users of the
service , procedure , or product , or
2. The limited applicability of the endorser s experience to what
consumers may generally expect to achieve , that is , that consumers
should not expect to experience similar results.
For purposes of this Part endorsement" shall mean as defined in 16
C.P.R. 255. 0(b).

It is further ordered

That respondents ,

directly or through any

partnership, corporation , subsidiary, division , or other device

including franchisees or licensees , in connection with the advertising,
promotion , offering for sale , sale , or distribution of ophthalmic
services , procedures , or products, purporting to treat , mitigate , or cure
visual defects known as nearsightedness (myopia), farsightedness

(hyperopia), or astigmatism (distorted vision), in
commerce , shall not make any representation , in

or affecting

any manner

expressly or by implication , about the relative or absolute efficacy,
performance , benefits , safety, or success of any such service
procedure , or product , unless the representation is true and , at the
time the representation is made, respondents possess and rely upon

competent and reliable scientific evidence that substantiates

the

representation.
VI.

It is further ordered

That respondents ,

directly or through any

partnership, corporation , subsidiary, division , or other device

including franchisees or licensees , in connection with the advertising,
promotion , offering for sale , sale , or distribution of any service,
procedure , or product in or affecting commerce , shall:

A. Not disseminate to any optometrist or eye care provider any
advertising, promotional , or related marketing material containing

any representations prohibited by this order;
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B. Send by certified mail , return receipt requested , an exact copy
of the notice attached hereto as Attachment A to each optometrist or
eye care provider that attended a seminar on CKR services at which
respondents taught since January I , 1994 , within thirty (30) days of
the date this order becomes final , to the extent that such persons are

known to respondents through a diligent search of their records
including but not limited to computer files , sales records , and
inventory lists. The mailing shall not include any other documents;
and
1. In the event that respondents receive any information that

subsequent to receipt of Attachment A any optometrist or eye care
provider mentioned in subpart B of this part is using or disseminating
any advertisement or promotional material furnished by a respondent

that contains any representation

prohibited by this order

, if

respondents have any agreement with that optometrist or eye care
provider to market and/or perform CKR services , respondents shall
immediately notify the optometrist or eye care provider that
respondents wil terminate said optometrist or eye care provider
right to market and/or perform CKR services if he or she continues
to use such advertisements or promotional materials; and
2. If respondents have any agreement with that optometrist or eye
care provider to market and/or perform CKR services , respondents
shall terminate any optometrist or eye care provider mentioned in
subpart B of this

part about whom respondents

receive any

information that such person has continued to use advertisements or
promotional materials furnished by a respondent that contain any

representation prohibited by this order after receipt of the notice
required by subpart B of this part; and
C. For a period of three (3) years following service of this order
send by certified mail , return receipt requested , an exact copy of the
notice attached hereto as Attachment A to each optometrist or eye
care provider to whom respondents teach a seminar on CKR services
after the date of service of this order who has not previously received
the notice. Such notices shall be sent no later than the earliest of: (I)
the execution of a sales or training agreement or contract between
respondents and the prospective optometrist or eye care provider; or
(2) the receipt and deposit of payment from a prospective optometrist
or eye care provider of any consideration in connection with the sale
of any service or rights associated with CKR. The mailing shall not
include any other documents.
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VII.

It isfurther ordered That respondents ECA and ICKRS and their
successors and assigns ,

and respondent Sami G. El Hage , O.

, shaJl

for three (3) years after the last date of dissemination of any

representation covered by this order , maintain and upon request make

available to the Federal Trade Commssion for inspection and copying:

A. AJI advertisements and promotional materials containing the
representation;
B. All materials that were relied upon in disseminating the

representation; and
C. AJI tests , reports, studies , surveys, demonstrations or other
evidence in their possession or control that contradict , qualify, or call
into question the representation ,

or the basis relied upon for such

representation , incJuding complaints and other communications with
consumers or with governmental or consumer protection organizations.

VII.
It isfurther ordered That respondents ECA and ICKRS , and their
, shall
successors and assigns , and respondent Sami G. El Hage , O.
deliver a copy of this order to aJl current and future principals
officers , directors , and managers , and to all current and future
employees , agents , independent contractors and representatives
having responsibilities with respect to the subject matter of this order.
Respondents shall deliver this order to current personnel within thirty
(30) days after the date of service of this order , and to future

personnel within thirty (30) days after the person assumes such
position or responsibilities.
IX.

It isfurther ordered That respondents ECA and ICKRS , and their
successors and assigns , for a period of five (5) years after the date of
issuance of this order , shall notify the Commssion at least thirty (30)
days prior to any change in their legal form of organization , incJuding
assignment , sale or other change that

but not limited to dissolution ,

would result in the emergence of a successor partnership(s)

or

corporation(s), the creation or dissolution of a subsidiary, parent , or
affliate that engages in any acts or practices subject to this order; the
proposed filing of a bankruptcy petition; or a change in respondents
name or address. Provided , however , that , with respect to any
proposed change in respondents ' legal form about which respondents

learn less than thirty (30) days prior to the date such action is to take
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place , respondents shall notify the Commssion as soon as is
practicable after obtaining such knowledge. All notices required by
this Part shall be sent by certified mail to the Associate Director
Division of Enforcement , Bureau of Consumer Protection , Federal
Trade Commssion , Washington , D.

It is further ordered That respondent Sami G. El Hage , O. , for
a period of five (5) years after the date of issuance of this order , shall
notify the Commission of the discontinuance of his current businesses
or employment , or of his affiliation with ECA or ICKRS, or of his
affiliation with any new business or employment. The notice shall
include the respondent's new business address and telephone number
and a description of the nature of the business or employment and his
duties and responsibilities. All notices required by this Part shall be
sent by certified mail to the Associate Director , Division of
Federal Trade

Enforcement , Bureau of Consumer Protection ,
Commssion , Washington , D.
XI.

It is further ordered That respondents ECA and ICKRS ,

and

their successors and assigns, and respondent Sami G. EI Hage, O.
shaH , within sixty (60) days after the date of service ofthis order , and

at such other times as the Federal Trade Commssion may require
file with the Commssion a report , in writing, setting forth in detail
the manner and form in which they have complied with this order.
XII.

This order will terminate on May 18 2018, or twenty (20) years
from the most recent date that the United States or the Federal Trade

Commission files a complaint (with or without an accompanying
consent decree) in federal court alleging any violation of the order
whichever comes later; provided , however , that the filing of such a
complaint will not affect the duration of:
A. Any Part in this order that terminates in less than twenty (20)
years;
B. This order s application to any respondent that is not named
as a defendant in such complaint; and

C. This order if such complaint is filed after the order has
terminated pursuant to this Part.
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Provided further , that if such complaint is dismissed or a federal court
rules that the respondents did not violate any provision of the order
and the dismissal or ruling is either not appealed or upheld on appeal
then the order wil terminate according to

this Part as though the

complaint had never been filed , except that the order wil not
termnate between the date such complaint is filed and the later of the

deadline for appealing such dismissal or ruling and the date such
dismissal or ruling is upheld on appeaL
ATTACHMENT A
BY CERTIFIED MAIL. RETURN RECEIPT REOUESTED

(To Be Printed on ICKRS , Inc. letterhead)

(date)

Dear (optometrist or eye care provider

Eye Research Associates, Inc. ,

d//a Eye Care Associates

ICKRS, Inc. , d/b/a International ControJIed Kerato Reformation
Society, and Sami G. El Hage , O. , recently settled a civil dispute
with the Federal Trade Commssion (FTC) involving advertising
claims for our Controlled Kerato- Reformation (CKR) service. As a
stov usini! or
part of the settlements , we must make sure that you
distributini! advertisements or promotional materials that include
these claims. Please see the attached settlement agreement for
detailed information.

Our settlement with the FTC prohibits us from making false or

unsubstantiated claims for CKR or any " substantfally similar

service " defined as " any ophthalmic service or procedure using
contact lenses or similar devices to reshape the cornea to reduce or
eliminate visual defects

known as nearsightedness (myopia),

farsightedness (hyperopia), and astigmatism (distorted vision).
Although we do not admit that the FTC' s aJIegations are true , we
have agreed to send this letter as a part of our settlement.

Sincerely yours
Sami G. El Hage , O.
President
ICKRS , Inc.

FEDERAL TRADE COMMISSION DECISIONS

906

Complaint

125 F.TC.

IN THE MATTER OF

LANDAMERICA FINANCIAL GROUP , me.
CONSENT ORDER , ETC. , IN REGARD TO ALLEGED VIOLATION OF

SEC. 7 OF THE CLAYTON ACT AND SEC. 5 OF THE
FEDERAL TRADE COMMISSION

Docket C. 3808.

ACT

Complaint, May 20, 1998.. Decisiol1 , May 20, 1998

requires , among other things , the Virginia based corporation to
divest, to Commission-approved acquirers , prior to the acquisition
of Reliance
Group, all of its rights , title and interest in certain title plants serving
designated areas. In additon , the consent order requires the respondent to also
divest all user or access agreements pertaining to each divested title plant , and
to continue to provide computer and other services previously provided for
each divested title plant.

This consent order

For the Commission:

Appearances
Patrick Roach , Michael Antalics

Willam Baer.
For the respondent:

John Graybeal , Parker, Poe ,

and

Adams &

Bernstein Raleigh , N.
COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and of the Clayton Act , and by virtue of the authority vested in it by
said Acts , the Federal Trade Commission ("Commission ), having
reason to believe that respondent LandAmerica Financial Group, Inc.
formerly known as Lawyers Title Corporation ("LTC" ), a corporation
subject to the jurisdiction of the Commssion , directly and through
one of its subsidiaries , has entered into an agreement for the

acquisition of certain assets that constitutes a violation of Section 5
of the Federal Trade Commission Act , as amended (15 U. e. 45);
and that such acquisition , if consummated , would constitute a
violation of Section 7 of the Clayton Act , as amended (15 U. e. 18)
and Section
of the Federal Trade Commssion Act; and it appearing
to the Commssion that a proceeding by it in respect thereof would be

in the public interest , hereby issues its complaint , pursuant to Section
II of the Clayton Act (15 u.se. 21) and Section 5(b) of the Federal
Trade Commssion Act , (15 U. e. 45(b)), stating its charges as
follows:

LANDAMERICA FINANCIAL GROUP , INC.
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I. DEFINITONS

I. For the purposes of this complaint , the following definitions
apply:

Respondent or LTC" means LandAmerica Financial Group,
Inc. , formerly known as Lawyers Title Corporation , its directors
officers , employees , agents , representatives , predecessors , successors
and assigns; its subsidiaries , divisions , groups and affiliates
controlled by LandAmerica Financial Group, Inc. , and the respective
directors , officers , employees, agents , representatives , successors
and assigns of each.
b.
Reliance Group means Reliance Group Holdings , Inc. , its
directors , officers, employees , agents , representatives , predecessors
successors , and assigns; its subsidiaries , divisions , groups and
a.

affiliates controlled by Reliance Group Holdings , Inc. , and the
officers , employees , agents , representatives

respective directors ,

successors , and assigns of each.
c.
Title plant means a privately owned collection of records

and/or indices regarding the ownership of and interests

in real

includes such collections that are regularly
maintained and updated by obtaining information or documents from
the public records , as well as such collections of information that are
not regularly updated.

property. The term

d.

Title plant services means providing selected information

contained in a title plant to a customer or user or pcrmitting a
customer or user to have access to information contained in a title
plant.
II. LANDAMERICA FINANCIAL GROUP , INC.

2. LTC is a corporation organized , existing and doing business
under and by virtue of the laws of the Commonwealth of Virginia

with its office and principal place of business located at 6630 West
Broad Street , Richmond , Virginia.
3. LTC is the sole owner of Lawyers Title Insurance Corporation.

4. LTC is, and at all times relevant herein has been , a corporation
whose busincss is in or affecting commerce as " commcrcc " is defined
in Section 4 of the Federal Trade Commission Act , as amended (15

U.se. 44).
lI THE ACQUISITON
5. On December
1997 , LTC and its subsidiary Lawyers Title
Insurance Corporation entered into an Amended and Restated Stock
Purchase Agreement pursuant to which LTC agreed to purchase the
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title insurance operations of Reliance Group, including Common-

wealth Land Title Insurance Company and Transnation Title
Insurance Company.
IV. TRADE AND COMMERCE

6. The relevant line of commerce is the production and/or sale of
title plant services. Title plant services are used by abstractors , title
insurers , title insurance agents , and others to determine ownership of
and interests in real property in connection with the underwriting and
issuance of title insurance policies and for other purposes.
7. The relevant sections of the country are:

Washington, District of Columbia
Brevard County, Florida

Broward County, Florida
Clay County, Florida

Indian River County, Florida
Pasco County, Florida
St. Johns County, Florida
St. Lucie County, Florida
Ingham County, Michigan
Oakand County, Michigan
Wayne County, Michigan

St. Louis City & County, Missouri
8. The relevant markets set forth in paragraphs six and seven are
highly concentrated.

9. There are no commercially reasonable substitutes for title plant
services in the relevant markets set forth in paragraphs six and seven.
10. Entry into the relevant markets is difficult or unlikely to occur
at a suffcient scale to deter or counteract the effect of the acquisition
described in paragraph five.

1 L LTC and Reliance Group, through its title insurance
operations , are actual competitors in the relevant markets set forth in
paragraphs six and seven.
V. EFFECT OFTHE ACQUISlTON

12. The effect of the acquisition may be substantially to lessen
competition and to tend to create a monopoly in the relevant markets
in violation of Section 7 of the Clayton Act , as amended , 15 U.sC.
18, and Section 5 of the Federal Trade Commission Act , 15 U.
, in the following ways , among others:

LANDAMERICA FINANCIAL GROUP , INC.
906

909

Decision and Order

a. By eliminating direct competition between LTC and Reliance
Group in the relevant markets;
b. By increasing the likelihood that LTC wil unilaterally exercise
market power in the relevant markets; and

c. By increasing the likelihood

of col1usion in the relevant

markets.

13. All of the above increase the likelihood that firms in the
relevant markets wil increase prices and restrict output both in the
near future and in the long term.
VI. VIOLATIONS CHARGED

14. The acquisition agreement described in paragraph five
constitutes a violation of Section 5 of the FTC Act , as amended , 15
e. 45.

15. The acquisition described in paragraph five , if consummated
would constitute a violation of Section 7 of the Clayton Act , as
amended , 15 U. e. 18 , and Section 5 of the Federal Trade
Commission Act , as amended , 15 U. e. 45.
DECISION AND ORDER

The Federal Trade Commission ("Commission ), having initiated
an investigation of the acquisition by the respondent LandAmerica
Financial Group, Inc. , formerly known as Lawyers Title Corporation
of certain assets of Reliance Group Holdings , Inc. , and the
respondent having been furnished thereafter with a copy of a draft of
complaint which the Bureau of Competition proposed to present to

the Commission for its consideration and which , if issued by the
Commission , would charge the respondent with violation of the
Federal Trade Commssion Act and the Clayton Act; and
The respondent and counsel for the Commission having thereafter

executed an agreement containing a consent order , an admission by
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 Conunission having thereafter considered the matter and
having determined that it had reason to believe that the respondent
has violated the said Acts , and that a complaint should issue stating
its charges in that respect , and having thereupon accepted the
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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 described in Section 2.34 of its Rules , the Commission
hereby issues its complaint , makes the following jurisdictional
findings and enters the following order:

1. LandAmerica Financial Group, Inc. , formerly known as
Lawyers Title Corporation , is a corporation organized , existing and
doing business under and by virtue of the laws of the Commonwealth
of Virginia with its office and principal place of business located at
6630 West Broad Street , Richmond , Virginia.
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 , as used in this order , the following definitions
shall apply:
A.

Respondent

or

LTC"

means LandAmericaFinancial Group,

Inc. , formerly known as Lawyers Title Corporation , its directors
officers , employees , agents , representatives , predecessors , successors

and assigns; its subsidiaries , divisions , groups and affiliates
controlled by LandAmerica Financial Group, Inc. , and the respective
directors , officers , employees , agents , representatives , successors
and assigns of each.
B. The term
Reliance Group means Reliance Group Holdings
Inc. , its directors , officers, employees , agents , representatives
predecessors , successors , and assigns; its subsidiaries , divisions
groups and affiliates controlled by Reliance Group Holdings , Inc.
and the respective directors , officers , employees , agents
representatives , successors , and assigns of each.
e.
Commission means the Federal Trade Commssion.
D. The term
title plant means a privately owned col1ection of
records and/or indices regarding the ownership of and interests in real
property. The term includes such collections that are regularly
maintained and updated by obtaining information or documents from
the public records , as well as such collections of information that are
not regularly updated.
E. The
Acquisition means the acquisition of the title insurance
operations of Reliance Group by LTC , in exchange for the acquisition
by Reliance Group of a minority voting interest in LTC and other

LANDAMERICA FINANCIAL GROUP , INC.
906

911

Decision and Order

consideration , as described in the Amended and Restated

Stock

Purchase Agreement dated as of December 11 , 1997.

II.

It is further ordered That:

A. Respondent shall divest , absolutely and in good faith , within
six months from the date the agreement containing consent order is
signed by respondent , all of its rights ,

title and interest in the

properties described below:

1. For each of the following counties or other local jurisdictions
either the rights , title and interest prior to the Acquisition of LTC or

the rights , title and interest prior to the Acquisition of Reliance Group
in all title plants serving such county or local jurisdiction:

Washington , District of Columbia
Brevard County, Florida

Broward County, Florida
Clay County, Florida

Indian River County, Florida
Pasco County, Florida
St. Johns County, Florida
St. Lucie County, Florida
Ingham County, Michigan
Oakland County, Michigan
Wayne County, Michigan

St. Louis City & County, Missouri

2. Respondent shall also divest all user or access agreements
pertaining to each divested title plant. At the acquirer s option at the
time of purchase , and at a commercially reasonable price , LTC shall
continue to provide computer and other services previously provided
for each divested title plant by LTC or Reliance Group, for a period
up to three years from the date such title plant is divested , and shall
assist the buyer in transferring thc computer and other services to any
other provider of such services.
B. Rcspondent shall divest the properties specified in paragraph
ILA only to an acquirer or acquirers that receive the prior approval

of the Commission and only in a manner that receives the prior
approval of the Commission. The purpose of the divestiture is to
ensure the continued use of the divested title plants as ongoing, viable
title plants used in the production and/or sale oftitle information , and
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to remedy the lessening of competition resulting from the Acquisition
as al1eged in the Commission s complaint.
e. Pending divestiture of the properties as specified in paragraph
II.A , respondent shall take such actions as are necessary to maintain
the viability and marketability of such properties and to prevent the
destruction , removal , wasting, deterioration , or impairment of any of
the properties. LTC shall comply with the fol1owing requirements

with respect to all title plants serving the counties or other local
jurisdictions listed in paragraph II.A in which either LTC or Reliance
Group has any rights , title or interest , during the period prior to the
completion of the required divestiture for each such county or other
local jurisdiction:
I. LTC shall cause the title plants to be maintained , including but

not limited to updating the records and/or indices contained in the
title plants , to the extent and in the manner maintained prior to the
Acquisition.
2. LTC shall cause to be maintained in good faith al1 contracts or

agreements for access to the title plants

subject to the terms

conditions and stipulations of those contracts , and will refrain from
taking any action toward tennnating those contracts other than that
which would be commercial1y reasonable under the terms of such
contracts or agreements.
3. LTC shal1 cause access to the title plants to continue to be
provided to accessors whose contracts or agreements for access to the

title plants expire by their terms prior to the completion of the
required divestiture , in good faith on terms, conditions and stipula-

tions identical to those set forth in such contracts or agreements.
It is further ordered That:

A. If LTC has not divested , absolutely and in good faith and with
the Commission s prior approval , al1 of the properties specified in
paragraph II.A within six months from the date the agreement

containing consent order is signed by respondent , the Commission
may appoint a trustee to accomplish the required divestitures. In the
event that the Commssion or the Attorney General brings an action
5(1)
of the Federal Trade Commssion Act , 15
or any other statute enforced by the Commssion , LTC
shall consent to the appointment of a trustee in such action. Neither
the appointment of a trustee nor a decision not to appoint a trustee
under this paragraph shal1 preclude the Commission or the Attorney
General from seeking civil pcnalties or any other relief available to
pursuant to Section
e.

45(1),
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, including a court-appointed trustee , pursuant to Section
of the
5(1)
Federal Trade Commssion Act , or any other statute enforced by the
Commission , for any failure by the respondent to comply with this
order.

to

B. If a trustee is appointed by the Commssion or a court pursuant
paragraph III.A of this order , respondent shaJl consent to the

foJlowing terms and conditions regarding the trustee s powers , duties
authority, and responsibilities:

I. The Commission shall select the trustee , subject to the consent
of respondent , which consent shaJl not be unreasonably withheld.
The trustee shall be a person with experience and expertise in

acquisitions and divestitures. If respondent has not opposed , in
writing, including the reasons for opposing, the selection of any
proposed trustee within ten (10) days after notice by the staff of the
Commssion to respondent of the identity of any proposed trustee
respondent shaJl be deemed to have consented to the selection of the
proposed trustee.
2. Subject to the prior approval of the Commssion , the trustee
shaJl have the exclusive power and authority to accomplish the
divestiture of the properties specified in paragraph II.A that have not
been divested by LTC , including the authority, subject to the
approval of the Commission , with respect to any of the listed counties
or local jurisdictions as to which divestiture has not been completed
by LTC , to determine whether to divest the rights , title and interest
prior to the Acquisition of LTC or the rights , title and interest prior

to the Acquisition of Reliance Group in title plants serving such
county or local jurisdiction.
3. Within ten (10) days

after appointment of the trustee

respondent shall execute a trust agreement that , subject to the prior
approval of the Commssion and , in the case of a court-appointed
trustee, of the court , transfers to the trustee aJl rights and powers
necessary to pennt the trustee to accomplish the divestitures required
by this order.
4. The trustee shall have twelve (12) months from the date the
Commssion approves the trust agreement described in paragraph
III.B. 3 to accomplish the divestitures , which shaJl be subject to the
prior approval of the Commssion. If, however , at the end of the
twelve-month period , the trustee has submitted a plan of divestiture
or believes that divestiture can be accomplished within a reasonable
time , the divestiture period may be extended by the Commission , or
in the case of a court-appointed trustee , by the court; provided

however , the Commssion may extend this period only two (2) times.
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5. The trustee shall have full and complete access to the
personnel , books , records and facilities related to the properties
specified in paragraph II.A that have not been divested by LTC , and
to any other relevant information as the trustee may request.
Respondent sha1l develop such financial or other information as such
trustee may request and sha1l cooperate with the trustee. Respondent
sha1l take no action to

interfere with or impede the trustee

accomplishment of the divestiture. Any delays in divestiture caused
by respondent sha1l extend the trustee s period for divestiture under
this paragraph in an amount equal to the delay, as detennned by the
Commission or , for a court-appointed trustee , by the court.

6. The trustee shall use his or her best efforts

to negotiate

expeditiously the most favorable price and terms available in each
contract that is submitted to the Commission , subject to respondent's
absolute and unconditional obligation to divest at no minimum price.
The divestiture shall be made in the manner and to the acquirer or
acquirers as set out in paragraph II of this order; provided , however
if the trustee receives bona fide offers from more than one acquiring
entity, and if the Commission detennnes to approve more than one
such acquiring entity, the trustee sha1l divest to the acquiring entity
or entities selected by respondent from among those approved by the
Commssion.
7. The trustee sha1l serve , without bond or other security, at the
cost and expense of respondent , on such reasonable and customary
terms and conditions as the Commission or a court may set. The
trustee sha1l have the authority to employ, at the cost and expense of
respondent , such consultants , accountants , attorneys , investment
bankers , business brokers , appraisers , and other representatives and
assistants as are necessary to carry out the trustee s duties and
responsibilities. The trustee sha1l account for

a1l monies derived from

the divestiture and all expenses incurred. After approval by the
Commission and , in the case of a court-appointed trustee , by the
court , of the account of the trustee , including fees for his or her
services , all remaining monies sha1l be paid at the direction of the
respondent , and the trustee s power shall be tennnated. The trustee
compensation shall be based at least in significant part on a

commssion arrangement contingent on the trustee s

completing

divestiture of the properties specified in paragraph II.A that have not
been divested by LTe.
8. Respondent shall indemnify the trustee and hold the trustee
harmless against any losses , claims , damages , liabilities, or expenses
arising out of, or in connection with , the performance of the trustee
duties , including all reasonable fees of counsel and other expenses
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incurred in connection with the preparation for , or defense of any
claim , whether or not resulting in any liability, except to the extent
that such liabilities , losses , damages , claims , or expenses result from
misfeasance , gross negligence , wilful or wanton acts , or bad faith by
the trustee.
9. If the trustee ceases to act or fails to act diligently, a substitute
trustee shall be appointed in the same manner as provided in
paragraph III.A of this order.
10. The Commission or , in the case of a court-appointed trustee
the court , may on its own initiative or at the request of the trustee
issue such additional orders or directions as may be necessary or
appropriate to accomplish the divestiture required by this order.
11. The trustee shall have no obligation or authority to operate or
maintain the properties specified in paragraph ILA that have not been
divested by LTC.

12. The trustee shall report in writing to respondent and the
Commssion every sixty (60) days concerning the trustee s efforts to
accomplish divestiture.

IV.

It is further ordered That:

A. For a pcriod of ten (10) years from the date this order becomes
final , respondent shall not , without providing advance written

notification to the Commssion , directly or indirectly, through
subsidiaries, partnerships , or otherwise:
1. Acquire any stock , share capital , equity or othcr interest in any
concern , corporate or non-corporate , that has any direct or indirect

ownership interest in a title plant serving any county or other local
jurisdiction specified in paragraph ILA , where at the time of the
acquisition the respondent has a direct or indirect ownership interest
in any title plant serving the same county or local jurisdiction; or

2. Acquire any assets (other than in the ordinary course

of

business) or ownersbip interest in a title plant serving any county or
other local jurisdiction specified in paragraph II.A , where at the time
of the acquisition the respondent has a direct or indirect ownership

interest in any title plant serving the same county or local
jurisdiction.
Notification is not required to be made pursuant to this paragraph IV

with respect to any acquisition by respondent of a copy of title
records or other information from a person or entity which thereafter
retains the original information in its ownership and control , and
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where competition in the ordinary course between the parties is not
otherwise restrained.
B. Notification pursuant to this paragraph shall be given on the
Notification and Report Form set forth in the Appendix to Part 803
of Title 16 of the Code of Federal Regulations as amended
(hereinafter referred to as " the Notification ), and shall be prepared

and transmitted in accordance with the requirements of that part
except that no filing fee will be required for any such notification

notification shall be fied with the Secretary of the Commssion
notification need not be made to the United States Department of
Justice , and notification is required only of respondent and not of any
other party to the transaction. In addition to the information required
to be supplied on such Notification and Report Form pursuant to the
above-referenced regulation , the respondent shall submit the

following supplemental information in respondent's possession or
reasonably available to respondent:

I. The name of each county or local jurisdiction to which the
terms of paragraph IV. ! or 2 are applicable;
2. A description of the title plant assets or interests that are being
acquired; and
3. With respect to each title plant serving each county or local
jurisdiction to which the terms of paragraph IV. A.! or 2 are
applicable (including title plants in which the respondent has a direct
or indirect ownership interest as well as other title plants known to
the respondent) the names of all persons or entities who hold any

direct or indirect ownership interest in the title plant and the
percentage interest held by each; the time period covered by each
category of title records contained in the title plant; whether the
respective categories of title records are regularly being updated; the
indexing system or systems used with respect to each category of
title records; and the names of all persons , including but not limited
to title insurers or agents , who have access to the title plant.
C. Respondent shall provide the Notification to the Commission
at least thirty days prior to consummating the transaction (hereinafter
referred to as the " first waiting period" ). If, within the first waiting
period, representatives ofthe Commission make a written request for
additional information or documentary material (within the meaning
of 16 C.P.R. 803. 20), respondent shall not

consummate the

transaction until twenty days after submitting such additional
information or documentary material. Early termination of the
waiting periods in this paragraph may be requested and , where
appropriate , granted by letter from the Bureau of Competition.
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Provided , however , that prior notification shall not be required by this
paragraph for a transaction for which notification is required to be
made , and has been made , pursuant to Section 7 A of the Clayton Act,
15 U.

c. 18a.

It is further ordered That:

A. Within thirty (30) days after the date this order becomes final

and every thirty (30) days thereafter until respondent has fully
of this order
respondent shall submit to the Commission a verified written report
setting forth in detail the manner and form in which it intends to
comply, is complying, and has complied with paragraphs II and II
this order. Respondent sha1J include in its compliance reports, among
other things that are required from time to time , a fu1J description of
the efforts being made to comply with paragraphs II and II of the
order , including a description of a1J substantive contacts or
negotiations for the divestiture and the identity of all parties
complied with the provisions of paragraphs II and II

contacted. Respondent shall include in its compliance reports copies

of a1J written communications to and from such parties , all internal
memoranda , and all reports and recommendations concerning
divestiture.
B. One year (I) from the date this order becomes final , annually
for the next nine (9) years on the anniversary of the date this order
becomes final , and at other times as the Commssion may require
respondent shall file a verified written report with the Commission
setting forth in detail the manner and form in which it has complied
and is complying with paragraph IV of this order.
VI.

It isfurther ordered That respondent sha1J notify the Commssion
at least thirty (30) days prior to any proposed change in the corporate
respondent such as dissolution , assignment , sale resulting in the
emergence of a successor corporation , or the creation or dissolution
of subsidiaries or any other change in the corporation that may affect
compliance obligations arising out of the order.
VII.

It is further ordered That , for the purpose of determining or
securing compliance with this order , upon written request , respondent

shall pennt any duly authorized representative of the Commission:
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A. Access , during office hours and in the presence of counsel , to
inspect and copy all books , ledgers, accounts , correspondence

memoranda and other records and documents in the possession or
under the control of respondent relating to any matters contained in
this order; and
B. Upon five days ' notice to respondent and without restraint or
interference from it , to interview officers , directors , or employees of
respondent.

