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IN THE MATTER OF

BST ENTERPRISES, INC., ET AL.

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

Docket 9276. Complaint, Sept. 27, 1995--Final Order, May 30, 1997

This final order adopts the initial decision and order issued by the Administrative
Law Judge which prohibits, among other things, the maker of ABS BrakeSafe
Equipment and its president from using the term ABS in connection with their
retrofitted brakes and from representing that their brakes: are an antilock
braking system; will qualify a vehicle for an automobile insurance discount;
comply with performance standards set by the Society of Automotive
Engineers or the National Highway Traffic Safety Administration; or provide
antilock benefits equivalent to those provided by genuine ABS systems. In
addition, the order prohibits safety claims, unless the respondents possess
competent and reliable scientific substantiation.

Appearances

For the Commission: Theodore Hoppock.
For the respondents: Pro se.

COMPLAINT

The Federal Trade Commission, having reason to believe that
BST Enterprises, Inc., a corporation, and Michael Woodruff,
individually and as an officer and director of said corporation
("respondents"), have violated the provisions of the Federal Trade
Commission Act, and it appearing to the Commission that a
proceeding by it in respect thereof would be in the public interest,
alleges:

PARAGRAPH 1. Respondent BST Enterprises, Inc., is a Nevada
corporation, with its offices and principal place of business located at
3139 National Circle, Garland, Texas.

Respondent Michael Woodruff is or was at relevant times herein
an officer and director of BST Enterprises, Inc. Individually or in
concert with others, he formulates, directs, and controls the acts and
practices of the corporate respondent, including the acts and practices
alleged in this complaint. His office and principal place of business
1s at 3139 National Circle, Garland, Texas.
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PAR. 2. Respondents have manufactured, advertised, offered for
sale, sold, and distributed certain after-market automotive products
including ABS BrakeSafe, a device that is installed on a vehicle to
improve its braking performance.

PAR. 3. The acts and practices of respondents alleged in this
complaint have been in or affecting commerce, as "commerce" is
defined in Section 4 of the Federal Trade Commission Act.

PAR. 4. Respondents have disseminated or caused to be
disseminated advertisements and promotional materials for ABS
BrakeSafe, including but not necessarily limited to the advertisements
and promotional materials attached hereto as Exhibits A through D.
Those advertisements and promotional materials contain the
following statements and depictions:

(a) NOW YOU CAN BRAKESAFE™, NO MATTER WHAT YOU DRIVE
In just 30 minutes or less, your car, truck, motorhome, or motorcycle can be
RETROFITTED with the anti-lock benefit braking of BrakeSafe!!
For over forty years, the aerospace and aviation industries have equipped military
fighter jets and state-of-the-art airliners with the unmatched, non-skid action of
hydraulic anti-locking braking systems. In the late 1980's, electronic variations
were offered on expensive European luxury cars and later on select domestic
models. :
But now you don't have to own a new high-priced car or truck to have the safety
of BrakeSafe".
And, since some insurance companies support this type of safety product, your
BrakeSafe™ installation certificate may entitle you to discounts on your yearly
premium, it varies, but reductions as high as 10% are not unusual.
Don't just brake - BrakeSafe.

Unlike electronic ABS systems which react only in emergency or panic

situations, BrakeSafe™ is pro-active - it's in continuous operation.
* * * *

While results can vary substantially by road conditions, vehicle weight and other
factors, BrakeSafe " has been found to reduce stopping distances up to 30% when

Shorter stopping distances are also realized, not just during panic stops or on wet

roads.
* * * *¢
Here's How BrakeSafe™ Warks

With conventional brakes, vehicles go into a skid when excess brake pressure
is applied - usually the driver's response to an unexpected situation.

As brake pressure increases, one tire can begin to slow at a disproportionate
rate to the others. The result, wheel lock-up and an immediate reduction in road
adhesion. A skid or spin-out.
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In contrast, BrakeSafe™ coordinates braking by modulating brake line pressure
to all four wheels, controlling the rotational wheel lock-up before it occurs. . . .
* * * * [Exhibit A]
(b) ABS BRAKESAFE™
Mechanical Safety Braking System With Anti-lock Benefits
PROTECT YOUR FAMILY, YOURSELF & OTHERS WITH MORE EFFICIENT STOPPING.
NOW YOU CAN BRAKESAFE™, NO MATTER WHAT YOU DRIVE,

* * * *
What BrakeSafe™ offers:
* * * *

*  With this system you will notice a Softer Pedal which minimizes premature
lock-up and increases vehicle stability in emergency situations.

*  Controlled stopping and positive steering control during panic stops and
dangerous driving conditions make this BrakeSafe"™ system especially

attractive for motor homes, trailer pullers and commercial vehicles.
* % * *

*  In summary, Safer Operation, Greater Control, and Reduced Break Wear more
than justify the small investment.

Affordable Aerospace Technology

For years, the aerospace and aviation industries have equipped military fighter jets

and state-of-the-art airliners with hydraulic anti-skid, anti-locking braking systems.

In the late 1980's, electronic variations were offered on expensive European luxury

cars, and later on selected domestic models.

Insurance Discounts

Since insurance companies support this type of safety product, your BrakeSafe™

installation certificate may entitle you to a discount on your yearly premium.
* % * *

While results can vary substantially by road conditions, vehicle weight and other
factors, BrakeSafe™ has been found to reduce stopping distances up to 20% when

Does it work?

"We have tested and used it (BrakeSafe) in competition and it greatly enhances
our stopping ability. Your product has allowed us to go much deeper into turns
while avoiding wheel lockup."

Croydon Kemp CROCYCO RACING

". .. T'had no choice but to apply maximum brakes at approximately 115 MPH.
There was no lock up and no skip and the car stopped immediately. Had it not been
for this system (BrakeSafe™), there would have been a mojor [sic] accident. . ."
Bob Beaucond NORTH COUNTY MUSTANG RACING TEAM

WARRANTY
.. .. BrakeSafe™ is in compliance with the Wheel Slip Brake Control System Road
Test Code SAE J46, and National Highway Traffic Safety Administration. (DOT)
49 Code of the Federal Regulations CH. V (10-1-87) Edition 571.105-SA Anti-lock
System. [Exhibit B]
(c) PROTECT YOUR FAMILY
ABS BRAKESAFE™ (As used in the airline industry)
* Mechanical Safety Braking System with Anti-lock Benefits
* Safer, Skid Resistant Stopping
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* Controls Premature Lock-up
* Shorter, Smoother Braking

* Efficiency in Emergencies
# * * *

NOW YOU CAN BRAKESAFE™, NO MATTER WHAT YOU DRIVE. [Exhibit C]
(d) THE ABS OF BRAKES

BrakeSafe is an enhanced braking system with ABS benefits. . . . Some of the many
enhancements to conventional braking is that you normally stop straighter and
shorter. . . . In independent testing, the BrakeSafe devices have proven [sic] to stop
at least 20 percent shorter when traveling at 60 mph. . . In some cases, your
customers may also be offered decreased insurance premiums. [Exhibit D]

PAR. 5. Through the use of the trade name ABS BrakeSafe and
the statements and depictions contained in the advertisements and
promotional materials referred to in paragraph four, including but not
necessarily limited to the advertisements and promotional materials
attached as Exhibits A through D, respondents have represented,
directly or by implication, that ABS BrakeSafe is an antilock braking
system.

PAR. 6. In truth and if fact, ABS BrakeSafe is not an antilock
braking system. Therefore, the representation set forth in paragraph
five was, and 1s, false and misleading.

PAR. 7. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred to
in paragraph four, including but not necessarily limited to the
advertisements and promotional materials attached as Exhibits A
through D, respondents have represented, directly or by implication,
that:

(a) ABS BrakeSafe prevents or substantially reduces wheel lock-
up, skidding, and loss of steering control in emergency stopping
situations;

(b) Installation of ABS BrakeSafe will qualify a vehicle for an
automobile insurance discount in a significant proportion of cases;

(c) ABS BrakeSafe complies with a performance standard set
forth in Wheel Slip Brake Control System Road Test Code SAE J46;

(d) ABS BrakeSafe complies with a standard pertaining to
antilock braking systems set forth by the National Highway Traffic
Safety Administration;

(e) Tests prove that ABS BrakeSafe reduces stopping distances by
at least 20% when the vehicle's brakes are applied at a speed of 60
mph;
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(f) ABS BrakeSafe provides antilock braking system benefits,
including wheel lock-up control benefits, that are at least equivalent
to those provided by original equipment manufacturer electronic
antilock braking systems; and

(g) Testimonials from consumers appearing in the advertisements
and promotional materials for ABS BrakeSafe reflect the typical or
ordinary experience of members of the public who have used the
product.

PAR. 8. In truth and in fact:

(a) ABS BrakeSafe does not prevent or substantially reduce wheel
lock-up, skidding, and loss of steering control in emergency stopping
situations;

(b) Installation of ABS BrakeSafe will not qualify a vehicle for an
automobile insurance discount in a significant proportion of cases;

(c) ABS BrakeSafe does not comply with a performance standard
set forth in Wheel Slip Brake Control System Road Test Code SAE
J46 ("SAE J46"). SAE J46 sets forth a test procedure for evaluating
the performance of antilock brake systems, but contains no
performance standard. Moreover, ABS BrakeSafe has not been
subjected to the testing set forth in SAE J46;

(d) ABS BrakeSafe does not comply with a standard pertaining
to antilock braking systems set forth by the National Highway Traffic
Safety Administration. The provision referred to establishes only a
definition pertaining to antilock braking systems, and ABS BrakeSafe
does not meet that definition;

(e) Tests do not prove that ABS BrakeSafe reduces stopping
distances by at least 20% when the vehicle's brakes are applied at a
speed of 60 mph,;

(f) ABS BrakeSafe does not provide antilock braking system
benefits, including wheel lock-up control benefits, that are at least
equivalent to those provided by original equipment manufacturer
electronic antilock braking systems; and

(g) Testimonials from consumers appearing in the advertisements
and promotional materials for ABS BrakeSafe do not reflect the
typical or ordinary experience of members of the public who have
used the product.

Therefore, the representations set forth in paragraph seven were, and
are, false and misleading.
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PAR. 9. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred to
in paragraph four, including but not necessarily limited to the
advertisements and promotional materials attached as Exhibits A
through D, respondents have represented, directly or by implication,
that: :

(a) In emergency stopping situations, a vehicle equipped with
ABS BrakeSafe will stop in a shorter distance than a vehicle that is
not equipped with'the device; and

(b) Installation of ABS BrakeSafe will make operation of a
vehicle safer than a vehicle that is not equipped with the device.

PAR. 10. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred to
in paragraph four, including but not necessarily limited to the
advertisements and promotional materials attached as Exhibits A
through D, respondents have represented, directly or by implication,
that at the time they made the representations set forth in paragraphs
five, seven, and nine, respondents possessed and relied upon a
reasonable basis that substantiated such representations.

PAR. 11. In truth and in fact, at the time they made the
representations set forth in paragraph five, seven, and nine,
respondents did not possess and rely upon a reasonable basis that
substantiated such representations. Therefore, the representation set
forth in paragraph ten was, and is, false and misleading.

PAR. 12. The acts and practices of respondents as alleged in this
complaint constitute unfair or deceptive acts or practices in or
affecting commerce in violation of Section 5(a) of the Federal Trade
Commission Act.
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EXHIBIT B

E

BrakeSafe™ is an accumulator that equalizes brake shoe
and of pad pressure against the drums and rotors. Braking is
coordinated by modulating brake fine pressure to all four
wheels simultaneausly, assisting in control of the rotational
whee! lock-up belore it occurs. It's similar 1o having
hydraulic ‘shock absorber” lor your brakes-it absorbs excess
brake pressure before it ever reaches Lhe wheels.

Adjustability for Waight Ditferences

A unique and unparalleled BrakeSafe™ feature is its
Adjustability for handling significant vehicle weight differences.
Each BrakeSafe™ unil is preset for the standard weight factor of
most vehicles, but can be adjusted prior Lo installation for more
efficient braking, e.g. if the vehicle Is very light, |ike many of
todays small and fareign vehicles; or exceptionally hesvy, such
as limousines, motor homes or larger trucks. This adjustment
can only be performed by a qualified technician.

Dees It work?

"We have tested and used it (BrakeSale) in competition and
it greatly enhances our stopping bility. Your product has
allowed us to go much deeper into lums while avoiding wheel
lockup.”

Croydon Kemp

CROCYCO RACING

...l had no choice bul 1o apply maximum brakes at
approximalely 115 MPH. There wes no lock up and no skip and
the car stopped immediately. Had it not been for this system
(BrakeSafe™), there would have been a mojor accident...”

Bob Beaucond
NORTH COUNTY MUSTANG RACING TEAM

WARRANTY

BrakeSofe™ carries its own warranty for as long as the
purchaser owns the vehicle. The Limitad Warranty will be
vold if the units are transferred to a second vehicle,
BrakeSafe™ is in compliance with the Wheel Slip Biake
Control System Road Test Code SAE J46, and National
Highway Traffic Salety Administration. (DOT) 49 Code of the
Federal Reguletions CH, ¥ (10-1.87) Edition 571.105-5A

Anti-lock System.

©Copvnght 1991 - ABS BrakeSafe™ All Rights Reserved

Mechanical Satety Brokint'; System with
Anti-lock Benefits

PROTECT YOUR FAMILY,
YOURSELF & OTHERS WITH
MORE EFFICIENT STOPPING.



You New Have an Opportunity to Add a
Marvalous New Safety System te Yeur Vahicls

What BrakeSafe™ offers:

o BrakeSafe® enhances most braking systems by piaviding
uniform friction during the rotatlon of each drum o rotor.

« With this system you will notice a Sofer Pedal which

minimizes premature lock-up and Incresses vehicle stabllity in
emergency situstions.

o Controlled stopping and positive steering contrc | during panic
stops and dangerous driving conditions make this BrakeSafe®™
syslem especially attractive for motor homes, Lraller pullers and
commercial vehicles. :

# The need for less pedal effort creates lower rotar temperatures
resulting in the extznded life of standard braking units.

# This system does not alter your existing brake system. If the
BrakeSafe™ units should fail, your originel braking system will
continue 10 operale in its normal manner,

* In summary, Ssfer Operation, Grester Control, and Reduced
Brake Wear more than justify the small investment.

Abtordable Aerospace
Technolegy

For years, the aerospace and avis-
lion industries have equipped military
fighter Jets and state-of-the-art alrlin-
ers with hydrsulic anti-skid, anti-lock-
ing brake systems. In the late 1980's
electronic variations were offered on
expensive European luaury cars, and
later on selected domestic models.

Insurance Discounts

Since Insurance companies support this type of safety
product, your BrakeSafe™ installation certificate may entitle you
10 2 discount o your yeatly premium.

In less than an hour your vehicle can be
rotre-fitted with this safety systom

This sll-mechanical system Is unique in it's patent- pending,
remole:mount design, allowing aimple installation and cholce of
both mounting and placement options. A complete inskallation
and information video is included with esch kit.

Remote Mounting Design

How tan any systam thet reduces brake A
pressure stop a car fusteren @ dry read?

The key Is wheel slip. To engineers, that's a measure of tl

static vs. kinetic friction of a tire snd the road surface, Mare

simply, a smoothly rolling tire exhibits static friction-or ze:

slip. A locked tire In full skid exhiblts kinetic frictlon-or 10¢
slip. The most efficient, quickest braking occurs just ot the
verge of lockup - 5t about 5% or 10% 1lip. And that's the

friction polnt BrakeSafe™ aims to maintain. With any more
mm‘uhﬂdnﬁ:&ﬂdlmwm ny less, you're

sdding stopping distance, So while drivers shouldn't ex
pect 1o never Tesve rubber”in 8 high-speed braking situw
tion, they should find that the tire's Tootprint”wil be straight
and shorter.

Whet can | expect on snow and lce?

You should see s marked Improvement in braking effectiv
eas g long 3 tires heve the ebility to retain cohesion with 1t
roed surface - which is olten the case In pure snow. However,
AlquoﬂmnmmmtiquMmm
pinqmmlmhnmmimbn.‘nxhuwiu.

Will BroheSefo™ Improve the performance of
vrom brakes?

Poasibly, but not 10 the extent it will improve a brake syste
in good condition, No ABS system can cure brakes that are
inherently unsafe. That's why It's important for installers to
inspect the existing brake zystem and tires carefully before
installing BrakeSake™. Worn brakes of tires, contaminated
brake fluid, even impropet tire inflation can allimpede the
ablity of BrakeSefe™ to stop cars shorter and safer. [Note: ol
types of brake fluld are scceptable for use with BrakeSafe™.|

So it won't laterrupt the manufacturer’s
werranty en the original brakes?

Mo, because manufacturers recognize that BrakeSafe® isn
8 replacement brake systemperse, b “Tiply an enhancem:
for existing brakes.
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EXHIBIT C

BRAKESAFE

{As used in the airline indusiry)

o Mechanical Braki
Hopumhel S R Spven

* Safer, Skid Resistant Stopping
* Conirols Premature Lock-up

¢ Shorter, Smoother Braking

o Efficiency in Emergencies

o Extends Life of Brake Parts
 Fits Most Vehicles

o Lifetime Warranty

24

NOW YOU CAN BRAKESAFE," NO MATTER WHAT YOU DRIVE.
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EXHIBITD

EXHIBIT D
New Products Section * New Products Section
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THE ABS
OF BRAKES
BrakeSale 1s an enhanced
braking system with ABS ben-
elits One of the unique lea-
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automalically adjust (o the
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~ vehicle Brake3ale is
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BrakeSale unils and will be
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BST Enlerprises Inc.

4711 E Faicon Dr_3rd FI
Mesa. Anz 85205
B0O/257-8720

Fax 602/924-8166

Circle 312 on Service Card
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DEFAULT JUDGMENT AGAINST RESPONDENTS
BST ENTERPRISES, INC., AND MICHAEL WOODRUFF

I. INTRODUCTION

Complaint counsel have moved, pursuant to Sections 3.12(c) and
3.38(b)(5) of the Rules of Practice, for the entry of a default judgment
against respondents in Docket 9276, BST Enterprises, Inc. ("BST")
and Michael Woodruff.

The motion is based on the failure of respondents BST and
Woodruff to answer the complaint in this matter or to respond to
various discovery requests served upon them, and the failure of
Woodruff to appear at a deposition in response to a subpoena.

II. BACKGROUND

A. Respondents Were Properly Served With
The Complaint and Notice Order

Beginning on approximately October 6, 1995, the U.S. Postal
Service made repeated, unsuccessful efforts to get respondents to
claim the registered mail package containing the Commission's
complaint and notice order in this matter. Thereafter, on November
21, 1995, an investigative assistant in the Commission's Dallas
Regional Office hand-delivered to BST's corporate offices, at 3139
National Circle, Garland, Texas, an additional copy of the complaint
and notice order, as well as complaint counsel's first set of
interrogatories and first subpoena duces tecum to respondents, motion
to colnsolidate, and other pleadings and orders issued prior to that
date.

Respondents were located at this address at the time the complaint
was issued, and they received the pleadings. The address, 3139
National Circle, was then currently used on BST's stationery and
other BST documents. The FTC investigator who delivered the
pleadings to this address noted that the building entrance bore the
trade name of the BST braking product, BrakeSafe. Moreover,
employees present at BST's offices on November 21 confirmed that

: See Spears Declaration and Griggs Declaration, dated November 22, 1995, and filed with the
Secretary's Office on November 28, 1995 (Attachments 1 and 2 to complaint counsel's motion);
Complaint Counsel's Response to Respondent BST's Motion for Thirty Day Extension to Submit
Docu.nents, at footnote 1, filed December 15, 1995 (Attachment 3 to cornplaint counsel's motion).
Accompanying the complaint was the standard Secretary's letter informing respondents of the need to
file an answer within the time set by the Commission's Rules. (Attachment 1, 2 to complaint counsel's
motion).
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BST operated out of the location and led FTC personnel to
respondent Woodruff's private office. See Spears Declaration; Griggs
Declaration. Most importantly, respondents’ opposition to the motion
to consolidate, and their partial responses to complaint counsel's first
subpoena and first set of interrogatories, although incomplete, are
irrefutable evidence of the fact that respondents received the
complaint and notice order.’

B. Respondents Failed to Comply With Duly Issued Subpoenas

In addition to their failure to answer the complaint, respondents
BST and Woodruff have disobeyed my order that they respond to
complaint counsel's November 17, 1995 subpoena duces tecum by
January 5, 1996. On December 18, 1995, I issued an order requiring
respondents to produce all documents responsive to complaint
counsel's November 11, 1995 subpoena duces tecum by January 3,
1996. Respondents have yet to turn over such documents.” Moreover,
it is apparent that respondents' failure to comply with my December
18 order is due to their unwillingness to defend this action and not to
an inability to do so. Respondents have neither attempted to discuss
the subpoena return with complaint counsel nor filed a motion to
quash it.

BST and Woodruff also failed to respond to complaint counsel's
February 6, 1996 requests for admissions, or to respond to complaint
counsel's motion for partial summary judgment as to the advertising
claims made by them. On May 22, 1996, I entered a partial summary
decision against respondents BST and Woodruff ruling that
respondents made each of the claims alleged in the complaint. My
findings of fact were based in part upon the failure of respondents to
answer the February 6 request for admissions. See Rule 3.32(b)
(matters deemed admitted unless replied to within ten days of
service).

. See BST's Answer to Motion to Consolidate (stamped Dec. 15, 1995) (Attachment 4 to complaint
counsel's motion); November 17, 1995 Subpoena duces tecum to BST and BST's December 22, 1995
Partial Response thereto (Attachment 5 to complaint counsel's motion); November 17, 1995
Interrogatories to BST and BST's December 26, 1995 Partial Responses thereto (Attachment 6 to
complaint counsel's motion). See also, BST's request for a thirty day extension on the subpoena return
(stamped Dec. 15, 1995) (Attachment 7 to complaint counsel's motion). These are all of the pleadings
respondents have submitted in this proceeding. None of these pleadings dispute respondents' receipt
of the complaint or other documents.

3 . ; ; )
See Order Granting Extension of Time to BST, D. 9276 (Dec. 18, 1995) (Attachment 8 to
complaint counsel's motion); Hoppock Declaration (Attachment 9 to complaint counsel's motion)
(complaint counsel never received the documents ordered to be turned over by January 5, 1996).
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Finally, Woodruff failed to appear for deposition pursuant to a
subpoena issued by me on June 4, 1996. In light of respondents’
failure to respond to the outstanding discovery requests, complaint
counsel had intended to depose respondent Woodruff, individually
and as an officer of BST Enterprises, as to all issues to be adjudicated
in this case. Complaint counsel have substantial proof that, despite
Woodruff's ongoing efforts to evade service in this proceeding, the
subpoena was successfully served upon him.* Woodruff not only
failed to appear at his deposition; he also neglected to contact
complaint counsel either before or after the date of deposition to
attempt to comply with the subpoena.

I1I. DEFAULT JUDGMENT IS APPROPRIATE UNDER RULES 3.12(c)
AND 3.38(b)(5) OF THE COMMISSION'S RULES OF PRACTICE

Default judgment against respondents BST and Woodruff is
appropriate under both Rules 3.12(c) and 3.38(b)(5) of the
Commission's Rules of Practice.

Rule 3.12(c) provides that the failure of a respondent to file an
answer to a complaint:

authorize[s] the Administrative Law Judge, without further notice to the
respondent, to find the facts to be as alleged in the complaint and to enter an initial
decision containing such findings, appropriate conclusions and order.

Respondents BST and Woodruff failed to answer the complaint
in this action, despite the fact they clearly were served with the
complaint and notice order almost one year ago. A default order is,
therefore, appropriate. See Griffin Systems, Inc., 1993 FTC LEXIS

: Since the complaint was issued, respondents BST and Woodruff have changed addresses several
times without notifying complaint counsel, me, or the Secretary's Office. Despite this fact, complaint
counsel have attempted to serve all pleadings to respondents’ most current known address.

In May 1996, complaint counsel leamed from the U.S. Postal Service that respondents had
changed their address to a post office box in Dallas, Texas at zip code 75355. Hoping to effect personal
service of a subpoena ad testificandum upon Woodruff, complaint counsel obtained the street address
given by him in registering for the post office box. When it was determined that Woodruff did not
reside at this address, an employee of the Commission's Dallas Regional Office hand-delivered a
subpoena ad testificandum to the station manager for zip code 75355 for placement in respondent
Woodruff's post office box. (See Elliott Declaration) (Attachment 10 to complaint counsel's motion).
The station manager's sworn declaration states that the subpoena was picked up from the post office
box the following day. (See Brown Declaration) (Attachment 11 to complaint counsel's motion).
Accordingly, Woodruff was properly served with the subpoena ad testificandum,

Moreover, Woodruff and BST Enterprises continue to accept mail at this address. (See Teague
Declaration) (Attachment 12 to complaint counsel's motion). On June 7, 1996, the same date that the
subpoena was picked up, respondents renewed the post office box. At that time Woodruff changed his
street address to 3131 National Circle, Garland, Texas — evidently just doors down from BST's former
corporate address of 3139 National Circle. (See Teague Declaration).
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167 (Order Granting Default Judgment Against Robert W.
Boughton), affirmed, Boughton v. FTC, unreported (11th Cir. 1996);’
American Tractor Trailer Training, Inc., 86 FTC 654, 663-64 (1975);
Joseph Richard Horvath t/a Sew Rite, 85 FTC 1081, 1085 (1975);
Robertson Investment Co., 83 FTC 1717, 1721-22 (1974).

Commission Rule 3.38(b)(5) provides that if a party fails to
comply with a subpoena, or with an order for the production of
documents or the answering of interrogatories, the Administrative
Law Judge may rule that a "decision of the proceeding be rendered
against the party." Respondents BST and Woodruff failed to comply
with my order requiring the production of documents and failed to
appear for testimony pursuant to subpoena.

In a recent Commission action against RustEvader Corp., the ALJ
struck RustEvader's answer, pursuant to Rule 3.38(b)(5), on the
grounds that the corporate respondent had failed to comply with the
ALJ's order directing it to answer discovery requests. The ALJ then
held that the entry of default judgment was appropriate under both
Rule 3.12(c) and 3.38(b) where the corporate respondent generally
had failed to respond to discovery as to all aspects of the litigation.
See RustEvader Corp., Docket No. 9274 (Initial Decision) (May 24,
1996) (Timony, ALJ). A default judgment is also appropriate here
since respondents BST and Woodruff have failed to answer the
complaint, failed to appear for testimony pursuant to subpoena, and
failed to comply with a subpoena or my order for the production of
certain documents relevant to the central issues for adjudication in
this case.

Commission Rules 3.12(c) and 3.38(b)(5) are modeled closely
after Rules 37 and 55(b) of the Federal Rules of Civil Procedure.
Under Rule 55(b) default judgment is available "[w]hen a party
against whom a judgment for affirmative relief is sought has failed to
plead or otherwise defend [the lawsuit]. . . ." Under Rule 37, a court
may issue "an order rendering a judgment by default" if a party
disobeys a discovery order, fails to attend its own deposition, fails to
serve answers to interrogatories, or fails to respond to a request for
inspection. The federal rules provide for default judgment in order to
allow the courts to manage their dockets efficiently and effectively.

> The circuit court's unpublished opinion is included as Attachment 14 to complaint counsel's
motion. Both the ALJ and the circuit court found that the entry of a default judgment against the
respondent for failure to answer the complaint was appropriate under Rule 3.12(c) where the complaint
was properly served upon a post office box, respondent’s only known address. In this instance, service
was made at respondents’ place of business, which unquestionably is appropriate under Rule 3.12(c).
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Merrill Lynch Mort. Corp. v. Narayan, 908 F.2d 246, 252 (7th Cir.
1990). As the Supreme Court has stated:

The most severe in the spectrum of sanctions must be available to the district court
in appropriate cases, not merely to penalize those whose conduct may be deemed
to warrant such a sanction, but to deter those who might be tempted to such
conduct in the absence of such a deterrent.

National Hockey League v. Met. Hockey Club, Inc., 427 U.S. 639,
643 (1976).

The federal courts frequently enter default judgments, pursuant to
Rule 55(b), as a result of a party's failure to answer the complaint.
For instance, in FTC v. Kitco of Nevada, Inc., 612 F. Supp. 1282
(D.C. Minn. 1985), the court held that Fed. R. Civ. P. 55(b) does not
require a hearing before the entry of default where a defendant has
failed to answer the complaint:

If the court determines that a defendant is in default, the factual allegations of the
complaint will be taken as true. This rule applies to cases seeking equitable as well
as legal relief.

FTC v. Kitco of Nevada, Inc., 612 F. Supp. at 1297 (citations
omitted).

The federal courts also frequently enter default judgments
pursuant to Rule 37 where, as here, the defendant has failed to
comply with duly served subpoenas or other discovery requests. In
FTCv. Packers Brand Meats, Inc., 562 F.2d 9, 10 (8th Cir. 1977), the
defendant, after nearly six months, had failed to respond to the lower
court's order to show cause why it should not be required to testify or
produce documents pursuant to a subpoena issued by the FTC ALJ.
The appellate court held that the district court was "fully justified" in
entering a default where the defendant's failure to comply did not
constitute either good faith mistake or excusable neglect.

Similarly, the appellate court in U.S. v. DiMucci, 879 F.2d 1488
(7th Cir. 1989), held that the district court did not abuse its discretion
in entering default where:

Defendants' repeated failure to comply with discovery, to obey court orders
regarding the same, and to appear for their depositions clearly constitute
contumacious conduct which seriously hampered [plaintiff's] trial preparation.

U.S. v. DiMucci, 879 F.2d at 1494.
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A default judgment is appropriate and necessary to ensure the
functioning of the judicial process when a defendant's actions or
inactions amount to willful misconduct. "A defendant cannot be
permitted to avoid or delay a plaintiff's right to judicial resolution of
a dispute by ignoring the proceeding." Frank Keevan & Son v. Collier
Steel Pipe & Tube, 107 F.R.D. 665, 670 (1985). See also Home Port
Rentals, Inc. v. Ruben, 957 F.2d 126, 133 (4th Cir.), cert. denied 113
S. Ct. 70 (1992) (The district court was justified in entering default
where defendant: failed to cooperate in discovery matters; refused to
submit to depositions; and failed to participate in the prosecution and
defense of the matter); Crocker National Bank v. M.F. Securities
(Bahamas), 104 F.R.D. 123, 127 (1985) ("As a result of defendants'
willful failure to comply with the court's order to appear for
deposition, this court is authorized in issuing an order rendering
judgment by default against defendants."); Minnesota Min. & Mfg.
Co. v. ECO Chem., Inc., 757 F.2d 1256, 1261 (Fed. Cir. 1985)
(district court did not abuse its discretion in entering default where
the defendant repeatedly had engaged in dilatory tactics).

For the reasons given above, '

It is ordered, That respondents BST Enterprises, Inc., and
Michael Woodruff be, and they hereby are, found in default of this
proceeding; and

It is further ordered, That because of respondents' default, and
pursuant to Sections 3.12(c) and 3.38(b)(5) of the Rules of Practice,
the following initial decision be, and it hereby is, entered.

INITIAL DECISION

BY LEWIS F. PARKER, ADMINISTRATIVE LAW JUDGE
OCTOBER 16, 1996

I. FINDINGS OF FACT

1. Respondent BST Enterprises, Inc., is a Nevada corporation,
with its offices and principal place of business located at 3131
National Circle, Garland, Texas.

2. Respondent Michael Woodruff is an officer and director of
BST Enterprises, Inc. His office and principal place of business is at
3131 National Circle, Garland, Texas, and he also receives mail at
Post Ofiice Box 551355, Dallas, Texas.
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3. Respondent Michael Woodruff, individually or in concert with
others, formulates, directs, and controls the acts and practices of the
corporate respondent.

4. Respondents have manufactured, advertised, offered for sale,
sold, and distributed certain after-market automotive products
including ABS BrakeSafe, a device that is installed on a vehicle to
improve its braking performance.

5. The acts and practices of respondents have been in or affecting
commerce, as "commerce" is defined in Section 4 of the Federal
Trade Commission Act.

6. Respondents have disseminated or caused to be disseminated
advertisements and promotional materials for ABS BrakeSafe,
including but not necessarily limited to Exhibits A through D
attached to the complaint. These advertisements and promotional
materials contain the following statements and depictions:

(a) NOW YOU CAN BRAKESAFE™, NO MATTER WHAT YOU DRIVE.
In just 30 minutes or less, your car, truck, motorhome or motorcycle can be
RETROFITTED with the anti-lock benefit braking of BrakeSafe!!
For over forty years, the aerospace and aviation industries have equipped military
fighter jets and state-of-the-art airliners with the unmatched, non-skid action of
hydraulic anti-locking braking systems. In the late 1980's, electronic variations
were offered on expensive European luxury cars and later on select domestic
models.
But now you don't have to own a new high-priced car or truck to have the safety
of BrakeSafe" .
And, since some insurance companies support this type of safety product, your
BrakeSafe™ installation certificate may entitle you to discounts on your yearly
premium; it varies, but reductions as high as 10% are not unusual.
Don't just brake - BrakeSafe.
Unlike electronic ABS systems which react only in emergency or panic situations,

BrakeSafe™ is pro-active - it's in continuous operation.
% * * %

While results can vary substantially by road conditions, vehicle weight and other
factors, BrakeSafe™ has been found to reduce stopping distances up to 30% when

Shorter stopping distances are also realized, not just during panic stops or on wet

roads.
* * * *
Here's How BrakeSafe™ Works

With conventional brakes, vehicles gc into a skid when excess brake pressure
is applied - usually the driver's response to an unexpected situation.
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As brake pressure increases, one tire can begin to slow at a disproportionate
rate to the others. The result: wheel lock-up and an immediate reduction in road
adhesion. A skid or spin-out.

In contrast, BrakeSafe™ coordinates braking by modulating brake line pressure
to all four wheels, controlling the rotational wheel lock-up before it occurs. . . .
ia - » * [Complaint Exhibit A]

(b) ABS BRAKESAFE™
Mechanical Safety Braking System With Anti-lock Benefits
PROTECT YOUR FAMILY, YOURSELF & OTHERS WITH MORE EFFICIENT STOPPING.
NOW YOU CAN BRAKESAFE“‘, NO MATTER WHAT YOU DRIVE.

3 %* % %
What BrakeSafe™ offers:
* * * *

*  With this system you will notice a Softer Pedal which minimizes premature
lock-up and increases vehicle stability in emergency situations.

*  Controlled stopping and positive steering control during panic stops and
dangerous driving conditions make this BrakeSafe™ system especially

attractive for motor homes, trailer pullers and commercial vehicles.
* * * *

*  In summary, Safer Operation, Greater Control, and Reduced Break Wear
more than justify the small investment.

Affordable Aerospace Technology

For years, the aerospace and aviation industries have equipped military fighter jets

and state-of-the-art airliners with hydraulic anti-skid, anti-locking braking systems.

In the late 1980's, electronic variations were offered on expensive European luxury

cars, and later on selected domestic models.

Insurance Discounts

Since insurance companies support this type of safety product, your BrakeSafe™

mstallation certificate may entitle you to a discount on your yearly premium.
e * * *

While results can vary substantially by road conditions, vehicle weight and other
factors, BrakeSafe™ has been found to reduce stopping distances up to 20% when
aggressively decelerating from 60 to 0 mph.

Does it work?

"We have tested and used it (BrakeSafe)in competition and it greatly enhances
our stopping ability. Your product has allowed us to go much deeper into turns
while avoiding wheel lockup."

Croydon Kemp CROCYCO RACING

"...Thad no choice but to apply maximum brakes at approximately 115 MPH.
There was no lock up and no skip and the car stopped immediately. Had it not been
for this system (BrakeSafe™), there would have been a mojor [sic] accident. . ."
Bob Beaucond NORTH COUNTY MUSTANG RACING TEAM

WARRANTY
.. .. BrakeSafe™ is in compliance with the Wheel Slip Brake Control System Road
Test Code SAE J46, and National Highway Traffic Safety Administration. (DOT)
49 Code of the Federal Regulations CH. V (10-1:87) Edition 571.105-SA Anti-lock
System. [Complaint Exhibit B]
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(c) PROTECT YOUR FAMILY
ABS BRAKESAFE™ (As used in the airline industry)
* Mechanical Safety Braking System with Anti-lock Benefits
* Safer, Skid Resistant Stopping
* Controls Premature Lock-up
* Shorter, Smoother Braking

* Efficiency in Emergencies
& % * *

NOW YOU CAN BRAKESAFETM, NO MATTER WHAT YOU DRIVE.

[Complaint Exhibit C]

(d) THE ABS OF BRAKES

BrakeSafe is an enhanced braking system with ABS benefits. . . . Some of the many
enhancements to conventional braking is that you normally stop straighter and
shorter. . . . In independent testing, the BrakeSafe devices have proven [sic] to stop
at least 20 percent shorter when travelling at 60 mph. . . In some cases, your
customers may also be offered decreased insurance premiums.

[Complaint Exhibit D]

7. On May 22, 1996, a Partial Summary Decision was issued in
which, inter alia, respondents' advertising claims were discussed and
analyzed at length. Thus, it has previously been found that
respondents' ads, logos and promotional material make and have
made the claim that the ABS BrakeSafe braking device is an antilock
braking system. (Partial Summary Decision, at p. 27) (May 22, 1996).

8. In truth and in fact, ABS BrakeSafe is not an antilock braking
system. Therefore, respondents' representation set forth in finding 7
was, and is, false and misleading.

9. As was detailed in the Partial Summary Decision, respondents'
ads, logos and promotional material make and have made the claims
that:

(2) ABS BrakeSafe prevents or substantially reduces wheel lock-
up, skidding, and loss of steering control in emergency stopping
situations;

(b) Installation of ABS BrakeSafe will qualify a vehicle for an
automobile insurance discount in a significant proportion of cases;

(c) ABS BrakeSafe complies with a performance standard set
forth in Wheel Slip Brake Control System Road Test Code SAE J46;

(d) ABS BrakeSafe complies with a standard pertaining to
antilock braking systems set forth by the National Highway Traffic
Safety Administration®;

‘ This finding was articulated in my May 28,1996 order clarifying the May 22, 1996 Partial
Summary Decision.
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(e) ABS BrakeSafe provides antilock braking system benefits,
including wheel lock-up control benefits, that are at least equivalent
to those provided by original equipment manufacturer electronic
antilock braking systems; and

(f) Consumer testimonials appearing in their ads and promotlonal
materials reflect the typical or ordinary experience of members of the
public who have used the ABS BrakeSafe device.

(g) Tests prove that ABS BrakeSafe will reduce stopping distance
when compared with vehicles not furnished with the braking device.

(Partial Summary Decision, at pp. 27-28) (May 22, 1996).
10. In truth and in fact:

(a) ABS BrakeSafe does not prevent or substantially reduce wheel
lock-up, skidding, and loss of steering control in emergency stopping
situations;

(b) Installation of ABS BrakeSafe will not qualify a vehicle for an
automobile insurance discount in a significant proportion of cases;

(c) ABS BrakeSafe does not comply with a performance standard
set forth in Wheel Slip Brake Control System Road Test Code SAE
J46 ("SAE J46"). SAE J46 sets forth a test procedure for evaluating
the performance of antilock brake systems, but contains no
performance standard. Moreover, ABS BrakeSafe has not been
subjected to the testing set forth in SAE J46;

(d) ABS BrakeSafe does not comply with a standard pertaining
to antilock braking systems set forth by the National Highway Traffic
Safety Administration. The provision referred to establishes only a
definition pertaining to antilock braking systems, and ABS BrakeSafe
does not meet that definition;

(e) ABS BrakeSafe does not provide antilock braking system
benefits, including wheel lock-up control benefits, that are at least
equivalent to those provided by original equipment manufacturer
electronic antilock braking systems;

(f) Testimonials from consumers appearing in the advertisements
and promotional materials for ABS BrakeSafe do not reflect the
typical or ordinary experience of members of the public who have
used the product; and

(g) Tests do not prove that ABS BrakeSafe will reduce stopping
distance when compared with vehicles not furnished with the braking
device.
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Therefore, respondents' representations as set forth in finding 9 were,
and are, false and misleading.

11. As was detailed in the Partial Summary Decision,
respondents' ads, logos and promotional material make and have
made the claims that:

(a) In emergency stopping situations, a vehicle equipped with
ABS BrakeSafe will stop in a shorter distance than a vehicle that is
not equipped with the device; and

(b) Installation of ABS BrakeSafe will make operation of a
vehicle safer than a vehicle that is not equipped with the device.

(Partial Summary Decision, at p. 28) (May 22, 1996).

12. As was detailed in the Partial Summary Decision,
respondents' ads, logos and promotional material make and have
made the claim that at the time respondents made the representations
set forth in findings 7, 9, and 11, they possessed and relied upon a
reasonable basis that substantiated such representations.

13. In truth and in fact, at the time respondents made the
representations set forth in findings 7, 9, and 11, they did not possess
and rely upon a reasonable basis that substantiated such
representations. Therefore, the representations set forth in finding 12
were, and are, false and misleading.

II. CONCLUSIONS OF LAW

1. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents.

2. The acts and practices of respondents as described in findings
1 through 13 above constitute unfair or deceptive acts or practices in
or affecting commerce in violation of Section 5(a) of the Federal
Trade Commission Act.

3. The following order is necessary and appropriate under
applicable legal precedent and the facts of this case.

ITI. ORDER
DEFINITIONS

For the purposes of this order:
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1. "Competent and reliable scientific evidence" shall mean tests,
analyses, research, studies, or other evidence based upon the expertise
of professionals in the relevant area, that have 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; and

2. "Purchasers {or resale” shall mean all purchasers of ABS
BrakeSafe for resale to the public, including but not limited to
franchisees, wholesalers, distributors, retailers, installers, and jobbers.

L

It is ordered, That respondents, BST Enterprises, Inc., a
corporation, its successors and assigns, and its officers, and Michael
Woodruff, individually and as an officer and director of said
corporation, and respondents' agents, representatives, and employees,
directly or through any partnership, corporation, subsidiary, division,
or other device, in connection with the manufacturing, labeling,
advertising, promotion, offering for sale, sale, or distribution of ABS
BrakeSafe or any substantially similar product in or affecting
commerce, as '"commerce" is defined in the Federal Trade
Commission Act, do forthwith cease and desist from employing the
initials or term ABS in conjunction with or as part of the name for
such product or the product logo.

IL.

It is further ordered, That respondents, BST Enterprises, Inc., a
corporation, its successors and assigns, and its officers, and Michael
Woodruff, individually and as an officer and director of said
corporation, and respondents' agents, representatives, and employees,
directly or through any partnership, corporation, subsidiary, division,
or other device, in connection with the manufacturing, labeling,
advertising, promotion, offering for sale, sale, or distribution of ABS
BrakeSafe or any substantially similar product in or affecting
commerce, as "commerce" is defined in the Federal Trade
Commission Act, do forthwith cease and desist from representing, in
any manner, directly or by implication, that such product:

A. Is an antilock braking system;
B. Prevents or substantially reduces wheel lock-up, skidding, or
loss of steering control in emergency stopping situations;
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C. Will qualify a vehicle for an automobile insurance discount in
a significant proportion of cases;

D. Complies with a performance standard set forth in Wheel Slip
Brake Control System Road Test Code SAE J46;

E. Complies with a standard pertaining to antilock braking
systems set forth by the National Highway Traffic Safety
Administration;

F. Has been proven in tests to reduce stopping distances by at
least 20% when the vehicle's brakes are applied at a speed of 60 mph;
or

G. Provides antilock braking system benefits, including wheel
lock-up control benefits, that are at least equivalent to those provided
by original equipment manufacturer electronic antilock braking
systems.

I1I.

It is further ordered, That respondents BST Enterprises, Inc., a
corporation, its successors and assigns, and its officers, and Michael
Woodruff, individually and as an officer and director of said
corporation, and respondents' agents, representatives, and employees,
directly or through any partnership, corporation, subsidiary, division,
or other device, in connection with the manufacturing, labeling,
advertising, promotion, offering for sale, sale, or distribution of any
braking system, accessory, or device, in or affecting commerce, as
"commerce" is defined in the Federal Trade Commission Act, do
forthwith cease and desist from representing, in any manner, directly
or by implication, that:

A. In emergency stopping situations, a vehicle equipped with the
system, accessory, or device will stop in a shorter distance than a
vehicle that is not equipped with the system, accessory, or device; or

B. Installation of the system, accessory, or device will make
operation of a vehicle safer than a vehicle that is not equipped with
the system, accessory, or device;

unless, at the time of making such representation, respondents possess
and rely upon competent and reliable scientific evidence that
substantiates the representation.
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It is further ordered, That respondents BST Enterprises, Inc., a
corporation, its successors and assigns, and its officers, and Michael
Woodruff, individually and as an officer and director of said
corporation, and respondents' agents, representatives, and employees,
directly or through any partnership, corporation, subsidiary, division,
or other device, in connection with the manufacturing, labeling,
advertising, promotion, offering for sale, sale, or distribution of any
product in or affecting commerce, as "commerce" is defined in the
Federal Trade Commission Act, do forthwith cease and desist from
misrepresenting, in any manner, directly or by implication:

A. The contents, validity, results, conclusions, or interpretations
of any test or study;

B. The compliance of any such product with any standard,
definition, regulation, or any other provision of any governmental
entity or unit, or of any other organization;

C. The availability of insurance benefits or discounts arising from
the use of such product; or

D. That any endorsement (as "endorsement" is defined in 16 CFR
255.0(b)) of the product represents the typical or ordinary experience
of members of the public who use the product, unless:

(1) Such representation is true, or
(2) Respondents disclose clearly, prominently, and in close
proximity to the endorsement or testimonial either:

(a) What the generally expected results would be for users of such
product, or

(b) 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.

V.

1t is further ordered, That respondents BST Enterprises, Inc., a
corporation, its successors and assigns, and its officers, and Michael
Woodruff, individually and as an officer and director of said
corporation, and respondents' agents, representatives, and employees,
directly or through any partnership, corporation, subsidiary, division,
or other device, in connection with the manufacturing, labeling,
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advertising, promotion, offering for sale, sale, or distribution of any
braking system, accessory, or device, or any other system, accessory,
or device designed to be used in, on, or in conjunction with any motor
vehicle, in or affecting commerce, as "commerce" is defined in the
Federal Trade Commission Act, do forthwith cease and desist from
making any representation, directly or by implication, regarding the
absolute or comparative attributes, efficacy, performance, safety, or
benefits of such system, accessory, or device, unless such
representation is true and, at the time of making such representation,
respondents possess and rely upon competent and reliable evidence,
which when appropriate must be competent and reliable scientific
evidence, that substantiates the representation.

VL

1t is further ordered, That respondents BST Enterprises, Inc., a
corporation, its successors and assigns, and Michael Woodruff shall:

A. Within forty-five (45) days after the date of service of this
order, compile a current mailing list containing the names and last
known addresses of all purchasers of ABS BrakeSafe since January
1, 1990. Respondents shall compile the list by:

1. Searching their own files for the names and addresses of such
purchasers; and

2. Using their best efforts to identify any other such purchasers,
including but not limited to sending by first class certified mail,
return receipt requested, within five (5) days after the date of service
of this order, to all of the purchasers for resale with which
respondents have done business since January 1, 1990, an exact copy
of the notice attached hereto as Appendix A. The mailing shall not
include any other documents. In the event that any such purchaser for
resale fails to provide any names or addresses of purchasers in its
possession, respondents shall provide the names and addresses of all
such purchasers for resale to the Federal Trade Commission within
forty-five (45) days after the date of service of this order.

3. In addition, respondents shall retain a National Change of
Address System ("NCOA") licensee to update this list by processing
the list through the NCOA database.
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B. Within sixty (60) days after the date of service of this order,
send by first class mail, postage prepaid, to the last address known to
respondents of each purchaser of ABS BrakeSafe identified on the
mailing list compiled pursuant to subparagraph A of this Part, an
exact copy of the notice attached hereto as Appendix B. The mailing
shall not include any other documents. The envelope enclosing the
notice shall have printed thereon in a prominent fashion the phrases
"FORWARDING AND RETURN POSTAGE GUARANTEED" and "IMPORTANT
NOTICE--U.S. GOVERNMENT ORDER ABOUT ABS BRAKESAFE BRAKING
DEVICE."

C. Send the mailing described in subparagraph B of this Part to
any person or organization not on the mailing list prescribed in
subparagraph A of this Part about whom respondents later receive
information indicating that the person or organization is likely to have
been a purchaser of ABS BrakeSafe, and to any purchaser whose
notification letter is returned by the U.S. Postal Service as
undeliverable and for whom respondents thereafter obtain a corrected
address. The mailing required by this subpart shall be made within
ten (10) days of respondents' receipt of a corrected address or
information identifying each such purchaser.

D. In the event respondents receive any information that,
subsequent to its receipt of Appendix A, any purchaser for resale is
using or disseminating any advertisement or promotional material
that contains any representation prohibited by this order, immediately
notify the purchaser for resale that respondents will terminate the use
of said purchaser for resale if it continues to use such advertisement
or promotional material.

E. Terminate within ten (10) days the use of any purchaser for
resale about whom respondents receive any information that such
purchaser for resale has continued to use any advertisement or
promotional material that contains any representation prohibited by
this order after receipt of the notice required by subparagraph A of
this Part.

VIL

It is further ordered, That respondents BST Enterprises, Inc., a
corporation, its successors and assigns, and Michael Woodruff shall
for five (5) years after the last correspondence to which they pertain,
maintain and upon request make available to the Federal Trade
Commission or its staff for inspection and copying:
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A. The list compiled pursuant to subparagraph A of Part VI of this
order;

B. Copies of all notification letters sent to purchasers pursuant to
subparagraphs B and C of Part VI of this order;

C. Copies of notification letters sent to purchasers for resale
pursuant to subparagraphs A and D of Part VI of this order, and all
other communications with purchasers for resale relating to the
notices required by Part VI of this order.

VIII.

It is further ordered, That for-five (5) years afier the last date of
dissemination of any representation covered by this order,
respondents, or their successors or assigns, shall maintain and upon
request make available to the Federal Trade Commission or its staff
for inspection and copying:

A. All materials that were relied upon in disseminating such
representation; and

B. All tests, reports, studies, surveys, demonstrations, or other
evidence in their possession or control that contradict, qualify, or call
into question such representation, or the basis relied upon for such
representation, including complaints from consumers, and complaints
or inquiries from governmental organizations.

IX.

It is further ordered, That respondent BST Enterprises, Inc., its
successors and assigns, shall:

A. Within thirty (30) days after the date of service of this order,
provide a copy of this order to each of respondent's current principals,
officers, directors, and managers, and to all personnel, agents, and
representatives having sales, advertising, or policy responsibility with
respect to the subject matter of this order; and

B. For a period of ten (10) years from the date of service of this
order, provide a copy of this order to each of respondent's future
principals, officers, directors, and managers, and to all personnel,
agents, and representatives having sales, advertising, or policy
responsibility with respect to the subject matter of this order, within
three (3) days after the person assumes his or her position.
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X.

It is further ordered, That respondent BST Enterprises, Inc., its
successors and assigns, shall notify the Commission at least thirty
(30) days prior to any proposed change in the corporation such as a
dissolution, assignment, or sale resulting in the emergence of a
successor corporation, the creation or dissolution of subsidiaries, or
any other change in the corporation which may affect compliance
obligations under this order.

XI.

It is further ordered, That respondent Michael Woodruff shall, for
a period of ten (10) years from the date of entry of this order, notify
the Commission within thirty (30) days of the discontinuance of his
present business or employment and of his affiliation with any new
business or employment. Each notice of affiliation with any new
business or employment shall include respondent's new business
address and telephone number, current home address, and a statement
describing the nature of the business or employment and his duties
and responsibilities.

XIIL

It is further ordered, That this order will terminate twenty years
from the date of its issuance, or twenty 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 paragraph in this order that terminates in less than twenty
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 paragraph.

Provided further, that if such complaint is dismissed or a federal court
rules that the respondent did not violate any provision of the order,



1424 FEDERAL TRADE COMMISSION DECISIONS

Initial Decision 123 F.TC.

and the dismissal or ruling is either not appealed or upheld on appeal,
then the order will terminate according to this paragraph as though
the complaint was never filed, except that the order will not terminate
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.

XIII.

It is further ordered, That respondents shall, within sixty (60)
days after service of this order upon them, and at such other times as
the Commission may require, file with the Commission a report, in
writing, setting forth in detail the manner and form in which they
have complied with this order.

APPENDIX A

[BST Enterprises, Inc. letterhead]
Dear ABS BrakeSafe Reseller:

Our records indicate that you are or have been a distributor or retailer of the
ABS BrakeSafe, a brake product. This letter is to advise you that the Federal Trade
Commission recently obtained an order against BST Enterprises, Inc. regarding
certain claims made for the ABS BrakeSafe device. Under that order, we are
required to notify our distributors, wholesalers and others who have sold ABS
BrakeSafe to stop using or distributing advertisements or promotional materials
containing these claims. We are also asking for your assistance in compiling a list
of ABS BrakeSafe purchasers, so that we may contact them directly. Please read
this letter in its entirety and comply with all parts.

The FIC's Decisi { Ord

The Federal Trade Commission has determined that the following claims made
for the ABS BrakeSafe device in BST Enterprises' advertisements, logos and
promotional material are FALSE and MISLEADING:

(a) ABS BrakeSafe is an antilock braking system.

(b) ABS BrakeSafe prevents or substantially reduces wheel lock-up, skidding,
and loss of steering control in emergency stopping situations;

(c) Installation of ABS BrakeSafe will qualify a vehicle for an automobile
insurance discount in a significant proportion of cases;

(d) ABS BrakeSafe complies with a performance standard set forth in Wheel
Slip Brake Control System Road Test Code SAE J46;

(e) ABS BrakeSafe complies with a standard pertaining to antilock braking
systems set forth by the National Highway Traffic Safety Administration;

(f) ABS BrakeSafe provides antilock braking system benefits, including wheel
lock-up control benefits, that are at least equivalent to those provided by original
equipment manufacturer electronic antilock braking systems; and
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(g) Tests prove that ABS BrakeSafe will reduce stopping distances by at least
20% when the vehicle's brakes are applied at 60 mph.

The FTC Order requires BST Enterprises, Inc. to cease and desist from making
these false claims for the ABS BrakeSafe device.

In addition, the FTC Order requires BST Enterprises, Inc. to cease and desist
from making claims that ABS BrakeSafe will shorten stopping distances in
emergency stopping situations or make a vehicle safer, unless at the time of making
such representation it possesses competent and reliable scientific evidence
substantiating the representation.

We need your assistance in complying with this order.

Please immediately send us the names and last known addresses of all persons

or businesses, including other resellers, to whom you have sold an ABS BrakeSafe
since January 1, 1990, We need this list in order to provide the notification
required by the FTC Order. If you do not provide this information, we are required
to provide your name and address to the FTC.

possession. These materials may contain claims that the FTC has determined to be
false or unsubstantiated. You also should avoid making any of the representations
as described in this letter. Under the FTC Order, we must stop doing business with
you if you continue to use the prohibited materials or make the prohibited
representations.

If you have any questions, you may call Sydney Knight of the Federal Trade
Commission at (202) 326-2162. Thank you for your cooperation.

Very truly yours,

Michael Woodruff
President
BST Enterprises, Inc.

APPENDIX B
[BST Enterprises, Inc. letterhead]
Dear ABS BrakeSafe Customer:

Our records indicate that you previously purchased an ABS BrakeSafe for your
vehicle. This letter is to advise you that the Federal Trade Commission ("FTC")
recently obtained an order against BST Enterprises, Inc. regarding certain claims
made for ABS BrakeSafe. Please read this letter in its entirety.

The FTC's Decisi L Ord

The Federal Trade Commission has determined that the following claims made
for the ABS BrakeSafe device in BST Enterprises, Inc.'s advertisements, logos and
promotional material are FALSE and MISLEADING:

(a) ABS BrakeSafe is an antilock braking system.
(b) ABS BrakeSafe prevents or substantially reduces wheel lock-up, skidding,
and loss of steering control in emergency stopping situations;
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(c) Installation of ABS BrakeSafe will qualify a vehicle for an automobile
insurance discount in a significant proportion of cases;

(d) ABS BrakeSafe complies with a performance standard set forth in Wheel
Slip Brake Control System Road Test Code SAE J46;

(e) ABS BrakeSafe complies with a standard pertaining to antilock braking
systems set forth by the National Highway Traffic Safety Administration;

(f) ABS BrakeSafe provides antilock braking system benefits, including wheel
lock-up control benefits, that are at least equivalent to those provided by original
equipment manufacturer electronic antilock braking systems; and

(g) Tests prove that ABS BrakeSafe will reduce stopping distances by at least
20% when the vehicle's brakes are applied at the speed of 60 mph.

The FTC Order requires BST Enterprises, Inc. to cease and desist from making
these false claims for the ABS BrakeSafe device.

In addition, the FTC Order requires BST Enterprises, Inc. to cease and desist
from making claims that ABS BrakeSafe will shorten stopping distances in
emergency situations or make a vehicle safer, unless at the time of making such
representation it possesses competent and reliable scientific evidence substantiating
the representation. !

If you have any questions, you may call Sydney Knight of the Federal Trade
Commission at (202) 326-2162. Thank you for your cooperation.

Very truly yours,

Michael Woodruff
President
BST Enterprises, Inc.

FINAL ORDER

The Administrative Law Judge filed his Initial Decision in this
matter on October 16, 1996, and entered a Default Judgment against
the respondents. An appropriate order against the respondents to
remedy the violations was appended to the Initial Decision and
Default Judgment. Service of the Initial Decision and Default
Judgment was completed on March 27, 1997. Neither the respondents
nor complaint counsel filed an appeal.

The Commission having determined that this matter should not
be placed on its docket for review and that the Initial Decision and the
order therein shall become effective as provided in Section 3.51(a) of
the Commission's Rules of Practice, 16 CFR 3.51(a).

It is ordered, That the Initial Decision and the Order therein shall
become the Final Order and Opinion of the Commission on the date
of issuance of this order.
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IN THE MATTER OF

DETROIT AUTO DEALERS ASSOCIATION, INC.

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

Docket 9189. Complaint,” Dec. 20, 1984--Decision, June 3, 1997

This consent order prohibits each dealer, among other things, from agreeing with
any other Detroit area dealer or dealer association to establish, maintain or
adhere to any hours of operation, or requesting or encouraging any dealer or
dealer association to maintain any hours of operation; prohibits each from
exchanging information with any dealer or dealer association concerning hours
of operation except in certain circumstances; and limits a minimum weekly
hours-of-operation requirement to the time during which the dealers were
already in compliance.

Appearances

For the Commission: Ernest Nagata, Willard Tom and William
Baer.

For the respondents: Lawrence Raniszeski, Colombo & Colombo,
Bloomfield Hills, MI. John Youngblood, Abbott, Nicholson, Quilter,
Esshaki & Youngblood, Detroit, M1. and Kenneth Wilson, Stringari,
Fritz, Kreger, Ahearn, Goodnow, Bennett & Hunsinger, Detroit, ML,

DECISION AND ORDER

The Federal Trade Commission having issued its two count
complaint charging the respondents named in the complaint issued in
this matter on December 20, 1984, with violation of Section 5 of the
Federal Trade Commission Act, as amended, 15 U.S.C. 45; and the
respondents having been served with a copy of that complaint,
together with a notice of contemplated relief; and

Respondents identified in Attachment A to this order, their
attorneys, and counsel for the Commission having thereafter executed
an agreement containing a consent order for Count I of the complaint,
an admission by the identified respondents of all the jurisdictional
facts set forth in the complaint, a statement that the signing of said
agreement is for settlement purposes only, and waivers and other
provisions as required by the Commission's Rules; and

* Complaint previously published at 108 FTC 193.
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The Secretary of the Commission having thereafter withdrawn
Count I of the of the complaint from adjudication in accordance with
Section 3.25(c) of its Rules; and

The Commission having thereafter considered the matter and
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
3.25(f) of its Rules, the Commission hereby makes the following
jurisdictional findings and enters the following order:

1. Respondent dealers identified in Attachment A are all
corporations with their principal places of business located at the
addresses shown in Attachment A.

2. Individual respondents identified in Attachment A are officers
of various dealers, as shown in Attachment A, and as such they
formulate, direct and control the acts and practices of the dealers for
which they are officers.

3. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding as it relates to Count I of the complaint and
of the identified respondents, and the proceeding is in the public
interest.

ORDER

It is ordered, That for the purposes of this order, the following
definitions shall apply:

1. "Person” means any natural person, corporation, partnership,
association, joint venture, trust, or other organization or entity, but
not governmental entities.

2. "Dealer" means any person who receives on consignment or
purchases motor vehicles for sale or lease to the public, and any
director, officer, employee, representative or agent of any such
person.

3. "Dealer association"” means any trade, civic, service, or social
association whose membership is composed primarily of dealers.

4. "Detroit area" means the Detroit, Michigan metropolitan area,
comprising Macomb County, Wayne County and Oakland County in
the State of Michigan.

5. "Hours of operation” means the times during which a dealer is
open for business to sell or lease motor vehicles.
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6. "Weekday hours" means the hours of 9:00 a.m. to 6:00 p.m.
Monday through Friday.

7. "Non-weekday hours" means hours other than 9:00 a.m. to 6:00
p.m. Monday through Friday.

8. "Respondent” means any dealership, individual, or association
respondent. -

9. "Commission" means Federal Trade Commission.

L.

It is further ordered, That the order issued in this matter by the
Commission on February 22, 1989, as modified by the order issued
by the Commission on June 20, 1995, shall be and hereby is
incorporated as part of this order except as provided below:

A. Respondents' compliance to date with Part III of said orders
shall constitute full compliance with Part II1. '

B. The period for which compliance reports are required under
Part X of the order of February 22, 1989, shall run for five (5) years
from the effective date of the order of June 20, 1995. Any reports
filed pursuant to said orders to date shall be construed to have been
filed in compliance with said orders as modified herein.

C. All other obligations under said orders shall be construed to
have commenced on the effective date of the order of June 20, 1995,
and shall run for the periods specified in said orders.

ATTACHMENT A

Dealer Respondents Individual Respondents
Crestwood Dodge, Inc. Robert C. Borst
32850 Ford Road c/o Bob Borst Lincoln-Mercury, Inc.,
Garder City, M1 48135 1950 W. Maple Road

Troy, MI 48084
Bob Borst Lincoln-Mercury, Inc. Robert Dusseau, a’/k/a/ Robert F. Dusseau
a’k/a Bob Borst Lincoln-Mercury Sales Inc. ¢/o Bob Dusseau Lincoln-Mercury
1950 W. Maple Road 31625 Grant River Avenue
Troy, MI 48084 Farmington, MI 48024
Bob Dusseau, Inc. Robert Maxey
a/k/a Bob Dusseau Lincoln-Mercury c/o Bob Maxey Lincoln-Mercury Sales Inc.
31625 Grant River Avenue 16901 Mack Avenue

Farmington, MI 48024 Detroit, MI 48224
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Bob Maxey Lincoln-Mercury Sales, Inc. William Ritchie, a’/k/a/ William R. Ritchie

16901 Mack Avenue
Detroit, MI 48224

Crest Lincoln-Mercury Sales, Inc.

36200 Van Dyke Avenue
Sterling Heights, M1 48077

Stewart Chevrolet, Inc.
23755 Allen Road
Woodhaven, MI 48183

Woody Pontiac Sales, Inc.
12140 Joseph Campau
Hamtramck, MI 48212

Jack Demmer Ford, Inc.
a/k/a/ Jack Demmer Ford
37300 Michigan Avenue
Wayne, MI 48184

Al Long Ford, Inc.
13711 E. Eight Mile Road
Warren, MI 48089

Ed Schmid Ford, Inc.
21600 Woodward Avenue
Ferndale, MI 48220

Ray Whitfield Ford

a/k/a/ Ray Whitfield Ford, Inc.

10725 S. Telegraph Road
Taylor, MI 48180

c/o Crest Lincoln-Mercury Sales, Inc.
36200 Van Dyke Avenue
Sterling Heights, MI 48077

Gordon L. Stewart, a/k/a/ Gordon Stewart
c/o Stewart Chevrolet, Inc.

23755 Allen Road

Woodhaven, MI 48183

Woodrow W. Woody

c/o Woody Pontiac Sales, Inc.
12140 Joseph Campau
Hamtramck, MI 48212

John E. Demmer, a/k/a/ Jack E. Demmer
¢/o Jack Demmer Ford, Inc.

37300 Michigan Avenue

Wayne, MI 48184

Edward F. Schmid, a/k/a/ Edward Schmid
c/o Ed Schmid Ford, Inc.

21600 Woodward Avenue

Ferndale, MI 48220

Raymond J. Whitfield

a/k/a/ Raymond Whitfield
c/o Ray Whitefield Ford
10725 S. Telegraph Road
Taylor, M1 48180
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IN THE MATTER OF

MAHLE GMBH, ET AL.

CONSENT ORDER, ETC., IN REGARD TO ALLEGED VIOLATION OF
SEC.7 OF THE CLAYTON ACT AND SEC. 5 OF THE
FEDERAL TRADE COMMISSION ACT

Docket C-3746. Complaint, June 4, 1997--Decision, June 4, 1997

This consent order requires Mahle, among other things, to divest, within 10 days,
Metal Leve's U.S. piston business, which includes plants in Orangeburg and
Sumter, South Carolina, and a research and development center in Ann Arbor,
Michigan, as well as technology outside the United States which supports the
business of manufacturing and selling pistons in the United States.

Appearances

For the Commission: Howard Morse, Morris Bloom and William
Baer.

For the respondents: Michael Sohn, Arnold & Porter,
Washington, D.C. and Jay Herbst, Driggers, Schultz, Herbst &
Patterson, Troy, MI.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Clayton Act, and by virtue of the authority vested in it by said
Acts, the Federal Trade Commission, having reason to believe that
Mahle GmbH, the parent company of Mahle, Inc., has acquired more
than 50 percent of the voting securities of Metal Leve, S.A., the
parent company of Metal Leve, Inc., in violation of Section 5 of the
Federal Trade Commission Act, as amended, 15 U.S.C. 45, and in
violation of Section 7 of the Clayton Act, as amended, 15 U.S.C. 18,
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 follows:

I. THE RESPONDENTS

Mahle GmbH and Mahle, Inc.

1. Respondent Mahle GmbH is a corporation organized, existing
and doing business under and by virtue of the laws of Germany, with
its office and principal place of business located at Pragstrasse 26-46,
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D-70376 Stuttgart, Germany. Mahle GmbH has had annual
worldwide sales of approximately $1.7 billion.

2. Respondent Mahle, Inc., a majority-owned subsidiary of Mahle
GmbH, is a corporation organized, existing and doing business under
and by virtue of the laws of Delaware, with its office and principal
place of business located at 1 Mahle Drive, Morristown, Tennessee.
Mahle, Inc. has had annual U.S. sales of approximately $135 million.

3. Mahle GmbH, which operates in the United States through
Mabhle, Inc., manufactures and sells pistons for internal combustion
engines and is a leading producer of articulated pistons and large bore
two-piece pistons. Mahle, Inc. produces pistons in the United States
at plants located in Tennessee.

4. At all times relevant herein, Mahle GmbH and Mahle, Inc.
(collectively, "Mahle") have been, and are now, corporations as
"corporation" is defined in Section 4 of the Federal Trade
Commission Act, 15 U.S.C. 44; and at all times relevant herein,
Mahle GmbH and Mabhle, Inc. have been, and are now, engaged in
commerce as "commerce" is defined in Section 4 of the Federal Trade
Commission Act, 15 U.S.C. 44, and Section 1 of the Clayton Act, 15
U.S.C. 12.

Metal Leve, S.A. and Metal [ eve, Inc.

5> Respondent Metal Leve, S.A. is a corporation organized,
existing and doing business under and by virtue of the laws of Brazil,
with its office and principal place of business located at Rua Brasilio
Luz 535, Sao Paolo SP 04746-901, Brazil. Metal Leve, S.A. has had
annual worldwide sales of approximately $315 million.

6. Respondent Metal Leve, Inc., a wholly-owned subsidiary of
Metal Leve, S.A., is a corporation organized, existing and doing
business under and by virtue of the laws of Michigan, with its office
and principal place of business located at 560 Avis Drive, Ann Arbor,
Michigan. Metal Leve, Inc. has had annual U.S. sales of more than
$60 million.

7. Metal Leve, S.A., which operates in the United States through
Metal Leve, Inc., manufactures and sells pistons, pins, bearings,
bushings, and thrust washers for internal combustion engines and is
a leading producer of articulated pistons and large bore two-piece
pistons. Metal Leve, Inc. produces pistons in the United States at two
plants in South Carolina, and conducts research and development at
a facility in Michigan.
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8. At all times relevant herein, Metal Leve, S.A. and Metal Leve,
Inc. (collectively, "Metal Leve") have been, and are now,
corporations as "corporation" is defined in Section 4 of the Federal
Trade Commission Act, 15 U.S.C. 44; and at all times relevant
herein, Mahle GmbH and Mahle, Inc. have been, and are now,
engaged in commerce as "commerce"” is defined in Section 4 of the
Federal Trade Commission Act, 15 U.S.C. 44, and Section 1 of the
Clayton Act, 15 U.S.C. 12.

II. THE ACQUISITION

9. On or about June 26, 1996, Mahle GmbH acquired more than
50 percent of the voting securities of Metal Leve, S.A. (the
"Acquisition"), for approximately $40 million.

III. THE RELEVANT MARKETS

10. Research, development, design, production and sale of
articulated pistons constitute one relevant line of commerce within
which to analyze the effect of the Acquisition on competition. A
piston is an engine component that fits snugly into the hollow of an
engine cylinder and moves back and forth under pressure generated
by combustion within the cylinder. In a reciprocating engine, pistons
are connected to piston rods which turn the crankshaft to generate the
power that makes the engine turn. Each engine cylinder contains a
separate piston. Articulated pistons are two-piece pistons with a
crown made of steel and a skirt made of aluminum, in which the
crown and skirt are able to articulate; that is, to move independently
of each other. The crown and skirt are joined together by means of a
piston pin. Articulated pistons of up to 150 millimeter in diameter are
used in engine applications, such as Class 8 diesel truck engines,
which require pistons that can withstand high temperatures and
pressures to maintain engine performance while meeting increasingly
stringent government emissions requirements. There are no economic
substitutes for these articulated pistons. '

11. Research, development, design, production and sale of large
bore two-piece pistons constitute another relevant line of commerce
within which to analyze the effect of the Acquisition on competition.
Large bore two-piece pistons are pistons with a crown made of steel
and a skirt made of aluminum in bore sizes ranging from 150 to 300
millimeters and higher. The crown and skirt of a large bore two-piece
piston may be separate pieces joined together by the piston pin, as in
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an articulated piston, or may be permanently joined together, as in a
composite piston. Large bore two-piece pistons are used in high
output diesel and natural gas engines, such as new generation
locomotive engines and stationary power generators as well as
engines for various marine and industrial applications. There are no
economic substitutes for large bore two-piece pistons.

12. The United States is one relevant geographic area within
which to analyze the likely effect of the Acquisition on competition
in articulated pistons. Several factors limit the competitive
significance of foreign-made articulated pistons in the United States.
Articulated pistons are designed specifically for the U.S. market to
meet technical requirements largely attributable to pollution control
regulations. In addition, relatively high manufacturing costs in
Europe make articulated pistons manufactured overseas
uncompetitive in the United States. Moreover, engine manufacturers'
use of just-in-time inventory management practices creates a
preference for articulated piston suppliers located in the United
States. As aresult, articulated pistons consumed in the United States
are manufactured in the United States, with the exception of a small
quantity of specialized articulated pistons manufactured by Mahle
outside the United States.

13. The relevant geographic area within which to analyze the
likely effect of the Acquisition on competition in the large bore
two-piece pistons may be worldwide. There are significant imports
of large bore two-piece pistons into the United States from Europe.
Factors that limit the competitive significance of imported articulated
pistons in the United States do not have a significant impact on large
bore two-piece pistons imports, in part because large bore two-piece
pistons are used in engines that are produced in smaller quantities.

IV. CONCENTRATION

14. Prior to the acquisition, Mahle had more than a 50 percent
share and Metal Leve had nearly a 45 percent share of United States
sales of articulated pistons, producing a combined market share of
more than 95 percent. The United States articulated piston market is
highly concentrated as measured by the Herfindahl-Hirschmann
Index ("HHI"). The Acquisition increased the HHI by more than
4,500 points to nearly 9,500 points. The only other firm currently
selling articulated pistons in the market is a weak competitor that has
been losing business to Mahle and Metal Leve.
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15. The market for two-piece large bore pistons is also highly
concentrated. There are currently only four producers of two-piece
large bore pistons in the world. Mahle and one other firm dominate
the worldwide large bore two-piece piston market, while Metal Leve
has made sales and is aggressively bidding in the market.

V. ENTRY CONDITIONS

16. Entry into the articulated piston or large bore two-piece piston
markets would not be timely, likely, or sufficient to deter or offset the
adverse effects of the Acquisition on competition, because an entrant
would have to develop manufacturing expertise, satisfy time-
consuming customer qualification procedures, and acquire
manufacturing equipment at a significant sunk cost. Engine
manufacturers tend to be risk averse in choosing piston suppliers,
because the cost of a piston tends to be small relative to the costs
associated with poor piston performance or piston failure.

VI. EFFECT OF THE PROPOSED MERGER ON COMPETITION

17. The Acquisition will substantially lessen competition or tend
to create a monopoly in the United States articulated piston market,
because, among other things:

a. It increases concentration substantially in a highly concentrated
market;

b. It eliminates actual, direct, substantial, and potentially
increased competition between Mahle and Metal Leve;

c. It creates a monopoly or near monopoly;

d. It eliminates competition between the two closest substitutes
among differentiated products in the articulated piston market;

e. It facilitates the unilateral exercise of market power by the
merged firm;

f. It will likely result in increased prices for articulated pistons;
and

g. It will likely result in reduced innovation as a result of delayed
or reduced product development.

18. The Acquisition will substantially lessen competition or tend
to create a monopoly in the United States large bore two-piece piston
market, because, among other things:
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a. It increases concentration substantially in a highly concentrated
market;

b. It eliminates actual, direct, substantial, and potentially
increased competition between Mahle and Metal Leve;

c. It eliminates a maverick competitor which has introduced
increased competition in the market;

d. It facilitates coordinated interaction among sellers of large bore
two-piece pistons in the United States;

e. It will likely result in increased prices for large bore two-piece
pistons and

f. It may allow the merged firm to reduce innovation by delaying
or reducing product development.

VII. VIOLATIONS CHARGED

19. The Acquisition by Mahle GmbH of more than 50 percent of
the voting securities of Metal Leve, S.A., described in paragraph nine,
violates Section 5 of the Federal Trade Commission Act, as amended,
15 U.S.C. 45, and Section 7 of the Clayton Act, as amended, 15
U.S.C. 18.

DECISION AND ORDER

The Federal Trade Commission ("Commission"), having initiated
an investigation of the acquisition by Mahle GmbH, the parent
corporation of Mahle, Inc., of more than 50 percent of the voting
securities of Metal Leve, S.A., the parent corporation of Metal Leve,
Inc., and 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 respondents with a violation of Section 5
of the Federal Trade Commission Act, as amended, 15 U.S.C. 45, and
a violation of Section 7 of the Clayton Act, as amended, 15 U.S.C.
18; and

The respondents, their attorneys, and counsel for the Commission
having thereafter executed an agreement containing a consent order,
an admission by the respondents 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 respondents that the law has been violated as alleged in
such complaint, and waivers and other provisions as required by the
Commission's Rules; and
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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 a
comment filed thereafier, and having modified paragraph IL.A in one
respect, now in further conformity with the procedure prescribed in
Section 2.34 of its Rules, the Commission hereby issues its
complaint, makes the following jurisdictional findings and enters the
following order:

1. Respondent Mahle GmbH is a corporation organized, existing
and doing business under and by virtue of the laws of Germany, with’
its office and principal place of business located at Pragstrasse 26-46,
D-70376 Stuttgart, Germany.

2. Respondent Mahle, Inc. is a corporation organized, existing and
doing business under and by virtue of the laws of Delaware, with its
office and principal place of business located at 1 Mahle Drive,
Morristown, Tennessee.

3. Respondent Metal Leve, S.A. is a corporation organized,
existing and doing business under and by virtue of the laws of Brazil,
with its office and principal place of business located at Rua Brasilio
Luz 535, Sao Paulo, SP 04746-901, Brazil.

4. Respondent Metal Leve, Inc. is a corporation organized,
existing and doing business under and by virtue of the laws of
Michigan, with its office and principal place of business located at
560 Avis Drive, Ann Arbor, Michigan.

5. 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
L.

1t is ordered, That, as used in this order, the following definitions
shall apply:

A. "Commission" means the Federal Trade Commission.
B. "Respondents"” means Mahle GmbH, Mahle, Inc., Metal Leve,
S.A., and Metal Leve, Inc., their directors, officers, employees, agents
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and representatives, predecessors, successors and assigns; their
subsidiaries, divisions, and groups and affiliates controlled by Mahle
GmbH, Mahle, Inc., Metal Leve, S.A., and Metal Leve, Inc., and the
respective directors, officers, employees, agents, representatives,
successors, and assigns of each.

C. "Mahle GmbH" means Mahle GmbH, its directors, officers,
employees, agents and representatives, predecessors, successors, and
assigns; its subsidiaries, divisions, groups and affiliates controlled by
Mahle GmbH, and the respective directors, officers, employees,
agents, and representatives, successors, and assigns of each.

D. "Mahle, Inc.” means Mahle, Inc., its directors, officers,
employees, agents and representatives, predecessors, successors, and
assigns; its subsidiaries, divisions, groups and affiliates controlled by
Mahle, Inc., and the respective directors, officers, employees, agents,
and representatives, successors, and assigns of each.

E. "Metal Leve, S.A." means Metal Leve, S.A., its directors,
officers, employees, agents and representatives, predecessors,
successors, and assigns; its subsidiaries, divisions, groups and
affiliates controlled by Metal Leve, S.A., and the respective directors,
officers, employees, agents, and representatives, successors, and
assigns of each.

F. "Metal Leve, Inc.” means Metal Leve, Inc., its directors,
officers, employees, agents and representatives, predecessors,
successors, and assigns; its subsidiaries, divisions, groups and
affiliates controlled by Metal Leve, Inc., and the respective directors,
officers, employees, agents, and representatives, successors, and
assigns of each.

G. "Articulated piston” means any two-piece piston consisting of
a separate crown and skirt, as well as each individual piece of an
articulated piston, including, but not limited to, forgings, castings,
and finished pistons.

H. "Other diesel piston" means any type of diesel piston, other
than an articulated piston, including, but not limited to, forgings,
castings and finished pistons.

L. "Other piston" means any other diesel piston or other type of
piston, other than an articulated piston, including, but not limited to,
castings and finished pistons.

J. "Metal Leve, Inc. Business" means:
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1. All assets, properties, business and goodwill, tangible and
intangible, of Metal Leve, Inc., including, but not limited to:

a. The manufacturing facilities located at Orangeburg and Sumter,
South Carolina,

b. The research and development facility and corporate offices
located at Ann Arbor, Michigan; and

2. All assets, properties, business and goodwill, tangible and
intangible, of Metal Leve, S.A. worldwide relating to: (i) the research,
development, manufacture, or sale of articulated pistons or other
pistons manufactured in the United States, (ii) the research,
development, manufacture, or sale of articulated pistons anywhere in
the world, and (ii1) the research, development, manufacture or sale of
other diesel pistons sold in the United States; including, without
limitation, the following:

a. All machinery, fixtures, equipment, tools and other tangible
personal property, but excluding machinery, fixtures, and equipment
located outside the United States related to the manufacture of other
diesel pistons sold in the United States;

b. All rights, titles and interests in and to owned or leased real
property together with appurtenances, licenses and permits, but
excluding real property located outside the United States related to
the manufacture of other diesel pistons sold in the United States or to
the manufacture of articulated pistons sold in Brazil,

c. All inventory;

d. All customer lists, distribution agreements, vendor lists,
catalogs, sales promotion literature, and advertising materials;

e. All research materials, technical information, inventions, trade
secrets, intellectual property, patents, technology, know-how
(including, but not limited to, manufacturing know-how),
specifications, designs, drawings, processes, quality control data, and
formulas, as well as licenses thereto, relating to the manufacture or
sale of articulated pistons;

f. All Metal Leve, S.A. research and development projects for
Metal Leve, Inc., including, but not limited to, all research materials,
‘technical information, inventions, trade secrets, intellectual property,
patents, technology, know-how (including, but not limited to,
manufacturing know-how), specifications, designs, drawings,
processes, quality control data, and formulas, as well as licenses



1440 FEDERAL TRADE COMMISSION DECISIONS

Decision and Order 123 FTE.

thereto, relating to all such research and development projects,
including, but not limited to, the following: (i) lightweight articulated
ppt, (i1) oxidation resistant steels, (iii) iron aluminide, (iv) steel
material evolution, (v) thermal barrier steel crown coatings, open
versus closed articulated gallery, (vi) analytical software
development, (vii) rapid solidification aluminum alloy, and
(viii) bowl rim life prediction.

g. Rights that are equal to the rights held by Metal Leve, S.A. to
all research materials, technical information, inventions, trade secrets,
intellectual property, patents, technology, know-how (including, but
not limited to manufacturing know-how), specifications, designs,
drawings, processes, quality control data, and formulas, as well as
licenses thereto, relating to the manufacture or sale of other diesel
pistons sold in the United States or other pistons manufactured in the
United States;

h. All rights, titles and interests in and to the contracts entered
into in the ordinary course of business with customers (together with
associated bid and performance bonds), suppliers, sales
representatives, distributors, agents, personal property lessors,
personal property lessees, licensors, licensees, consignors and
consignees;

1. All rights under warranties and guarantees, express or implied,;

j. All books, records, and files; and

k. All items of prepaid expense.

Provided, that this definition of the Metal Leve, Inc. Business
does not include research and development conducted after the
divestiture required by this order.

K. "Metal Leve, S.A. Piston Business” means all assets,
properties, business and goodwill, tangible and intangible, relating to
the manufacture or sale of articulated pistons and other pistons by
Metal Leve, S.A. or Metal Leve, Inc. anywhere in the world,
including, without limitation, the following:

1. The Metal Leve, Inc. Business, plus all Metal Leve S.A. assets
anywhere in the world relating to research, development, manufacture
or sale of articulated pistons or other pistons, including, but not
limited to:
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a. The manufacturing facilities located at Santo Amaro and
Limeira in Brazil,

b. The research and development facility located at Santo Amaro
in Brazil;

2. All trademarks;

3. All machinery, fixtures, equipment, vehicles, transportation
facilities, furniture, tools and other tangible personal property;

4. Inventory and storage capacity;

5. All customer lists, distribution agreements, vendor lists,
catalogs, sales promotion literature, and advertising materials;

6. Exclusive rights to all research materials, technical information,
inventions, trade secrets, intellectual property, patents, technology,
know-how (including, but not limited to manufacturing know-how),
specifications, designs, drawings, processes, quality control data, and
formulas relating to the manufacture of articulated pistons or other
pistons by Metal Leve;

7. All rights, titles and interests in and to owned or leased real
property, together with appurtenances, licenses and permits;

8. All rights, titles and interests in and to the contracts entered
into in the ordinary course of business with customers (together with
associated bid and performance bonds), suppliers, sales
representatives, distributors, agents, personal property lessors,
personal property lessees, licensors, licensees, consignors and
consignees;

9. All rights under warranties and guarantees, express or implied;

10. All books, records, and files; and

11. All items of prepaid expense.

IL.
It is further ordered, That:

A. Respondents shall divest, absolutely and in good faith, no later
than ten (10) days after the date on which this order becomes final,
the Metal Leve, Inc. Business as a fully viable and competitive
ongoing business. Provided, however, that Metal Leve S.A. may
retain a non-exclusive licence from the acquirer of the Metal Leve,
Inc. Business to intellectual property for the sole purpose of
producing for Volvo Brazil and Volvo Sweden service part number
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P-2067 in Brazil, and may retain the right to supply Volvo Brazil and
Volvo Sweden service part number P-2067.

B. Respondents shall divest the Metal Leve, Inc. Business 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 Metal Leve,
Inc. Business is to ensure the continuation of the Metal Leve, Inc.
Business as an ongoing, viable, and competitive operation engaged
in the same business of researching, developing, manufacturing, and
selling articulated pistons and other pistons, in which the Metal Leve,
Inc. Business is engaged at the time of the proposed divestiture, and
to remedy the lessening of competition resulting from the acquisition
as alleged in the Commission's complaint.

C. A condition of approval by the Commission of the divestiture
shall be the submission by the acquirer to the Commission of an
acceptable five-year business plan for the Metal Leve, Inc. Business
demonstrating that the acquirer will establish the Metal Leve, Inc.
Business as a viable and competitive business free of all continuing
relationships with respondents in the research, development,
manufacture or sale of articulated pistons and other plstons except as
set forth in paragraph I1.D, below.

D. On reasonable notice to Metal Leve, S.A. from an approved
acquirer, Metal Leve, S.A. shall provide technical assistance and
know-how to the acquirer with respect to the Metal Leve, Inc.
Business. Such technical assistance shall include, without limitation,
consultation with knowledgeable employees of Metal Leve, S.A. and
training at the manufacturing facilities of Metal Leve, S.A. Metal
Leve, S.A. may charge the reasonable costs incurred in providing
such technical assistance, including reimbursement (commensurate
with the salary and benefits of Metal Leve, S.A. personnel involved)
for the time plus expenses of Metal Leve, S.A. personnel providing
the technical assistance. Metal Leve, S.A. shall continue to provide
such technical assistance until the acquirer of the Metal Leve, Inc.
Business is satisfied that it is capable of producing, and of developing
for production, commercially saleable articulated pistons and other
pistons utilizing the assets of the Metal Leve, Inc. Business; provided,
however, Metal Leve, S.A. shall not be required to continue
providing such technical assistance and training for more than two (2)
years after the date on which the divestiture required by this order is
made.
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E. Pending divestiture of the Metal Leve, Inc. Business,
respondents shall take such actions as are reasonably necessary to
maintain the viability, competitiveness, and marketability of the
Metal Leve, Inc. Business and the Metal Leve, S.A. Piston Business
and to prevent the destruction, removal, wasting, deterioration, or
impairment of the Metal Leve, Inc. Business and the Metal Leve,
S.A. Piston Business.

F. Respondents shall comply with all terms of the Agreement to
Hold Separate signed by the respondents and accepted by the
Commission on August 30, 1996, which is attached to this order and
made a part hereof, and which shall continue in effect until such time
as respondents have accomplished the divestiture required by this
order.

~

I11.
1t is further ordered, That:

A. If respondents have not divested, absolutely and in good faith
and with the Commission's prior approval, the Metal Leve, Inc.
Business within ten (10) days of the date this order becomes final,
then the Commission may appoint a trustee to divest the Metal Leve,
Inc. Business. The trustee shall have all rights and powers necessary
to permit the trustee to effect the divestiture of the Metal Leve, Inc.
Business and to add to the Metal Leve, Inc. Business all or any part
of the Metal Leve, S.A. Piston Business in order to assure the
viability, competitiveness, and marketability of the Metal Leve, Inc.
Business so as to expeditiously accomplish the remedial purposes of
this order. In the event the Commission or the Attorney General
brings an action pursuant to Section 5(1) of the Federal Trade
Commission Act, 15 U.S.C. 45(1), or any other statute enforced by the
Commission, respondents 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 shall preclude
the Commission or the Attorney General from seeking civil penalties
or any other relief (including, but not limited to, a court-appointed
trustee) pursuant to the Federal Trade Commission Act or any other
statute, for any failure by any of the respondents to comply with this
order. '

B. If a trustee is appointed by the Commission or a court pursuant
to paragraph III.A of this order, respondents shall consent to the
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following terms and conditions regarding the trustee's powers, duties,
authority, and responsibilities:

1. The Commission shall select the trustee, 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. 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
Commission 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 divest the Metal Leve,
Inc. Business and shall have the power to add to the Metal Leve, Inc.
Business all or any part of the Metal Leve, S.A. Piston Business in
order to accomplish the divestiture required by this 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 Commission (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 of the Metal
Leve, Inc. Business, to add to the Metal Leve, Inc. Business all or any
part of the Metal Leve, S.A. Piston Business, and to divest such
additional ancillary assets of Metal Leve S.A. and effect such
additional arrangements, in order to assure the viability,
competitiveness, and marketability of the Metal Leve, Inc. Business
so as to expeditiously accomplish the remedial purposes of this order.

4. The trustee shall have twelve (12) months to accomplish the
divestiture required by this order, which shall be subject to the prior
approval of the Commission. If, however, at the end of the twelve
(12) month period, the trustee has submitted a plan of divestiture or
believes that divestiture can be achieved 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 Commission may extend this period for no more than two (2)
additional terms of six (6) months each.

5. The trustee shall have full and complete access to the
personnel, books, records, and facilities related to the Metal Leve,
Inc. Business or the Metal Leve, S.A. Piston Business, or to any other
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relevant information, as the trustee may request. Respondents shall
develop such financial or other information as such trustee may
request and shall cooperate with the trustee. Respondents shall take
no action to interfere with or impede the trustee's accomplishment of
the divestiture. Any delays in divestiture caused by the respondent
shall extend the time for divestiture under this paragraph III in an
amount equal to the delay, as determined by the Commission (or, in
the case of a court-appointed trustee, by the court).

6. The trustee shall use his or her best efforts to negotiate the most
favorable price and terms available in each contract that is submitted
to the Commission, subject to respondents' 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 approves more than one such acquiring
entity, then the trustee shall divest to the acquiring entity or entities
selected by respondents from among those approved by the
Commission.

7. The trustee shall serve, without bond or other security, at the
cost and expense of respondents, on such reasonable and customary
terms and conditions as the Commission or a court may set, The
trustee shall have authority to employ, at the cost and expense of
respondents, 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 all 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 shall be paid at the direction of
respondents and the trustee's power shall be terminated. The trustee's
compensation shall be based at least in significant part on a
commission arrangement (based on sales price) contingent on the
trustee's accomplishing the divestiture required by this order.

8. Respondents 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's
duties, including all reasonable fees of counsel and other expenses
incurred in connection with the preparation for, or defense of any
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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, recklessness, willful 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 Metal Leve, Inc. Business or the Metal Leve, S.A.
Piston Business.

12. The trustee shall report in writing to respondents and the
Commission every thirty (30) days conceming the trustee's efforts to
accomplish the divestiture.

IV.

It is further ordered, That, for a period of ten (10) years from the
date this order becomes final, respondents shall not, without prior
notification to the Commission, directly or indirectly:

A. Acquire any stock, share capital, equity, or other interest in any
concern, corporate or non-corporate, engaged in the sale of articulated
pistons or other pistons in the United States within the year preceding
such acquisition; provided, however, an acquisition of securities will
be exempt from the requirements of this paragraph if, after such
acquisition of securities, respondents will hold cumulatively no more
than two (2) percent of the outstanding shares of any class of
securities of such person; or

B. Enter into any agreement or other arrangement to transfer
direct or indirect ownership, management, or control of any assets
used for or previously used for (and still suitable for use for) the
manufacture or sale of articulated pistons or other pistons in the
United States; provided, however, prior notice shall not be necessary
for: the acquisition of assets in the ordinary course of business or the
acquisition of assets valued at less than $100,000 from the same
person within any twelve (12) month period; or for transfers to or
from manufacturers of diesel engines.
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The prior notifications required by 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 filed with the Secretary of the Commission and
a copy shall be delivered to the Bureau of Competition; notification
need not be made to the United States Department of Justice; and
notification is required only of respondents and not of any other party
to the transaction. Respondents shall provide the Notification to the
Commission at least thirty (30) days prior to the consummation of
any such transaction (hereinafter referred to as the "initial phase of
the waiting period"). If, within the initial phase of the waiting period,
the Commission or its staff makes a written request for additional
information and documentary material, respondents shall not
consummate the transaction until at least twenty (20) days after
complying with such request for additional information and
documentary material. Early termination of the waiting periods in this
paragraph may, where appropriate, be granted by letter from the
Bureau of Competition. Notwithstanding, 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 7A of
the Clayton Act, 15 U.S.C. 18a, and prior notification shall not be
required by this paragraph for acquisitions by respondents Mahle
GmbH or Mahle, Inc. of Metal Leve, S.A. stock or assets.

V.

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 III of this order, respondents shall submit to the Commission
verified written reports setting forth in detail the manner and form in
which respondents intend to comply, are complying, and have
complied with paragraphs II and III 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 III of the order, including a
description of all substantive contacts or negotiations for the
divestiture and the identity of all parties that have contacted
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respondents or that have been contacted by respondents.
Respondents shall include in their compliance reports copies of all
written communications to and from such parties, all internal
memoranda, and all reports and recommendations concerning
~ divestiture.

VL

It is further ordered, That 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 such other times as the
Commission may require, respondents shall file a verified written
report with the Commission setting forth in detail the manner and
form in which they have complied and are complying with paragraph
IV of this order.

VIL

It is further ordered, That respondents shall notify the
Commission at least 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, the creation or
dissolution of subsidiaries, or any other change in Mahle GmbH,
Mahle, Inc., Metal Leve, S.A., or Metal Leve, Inc. that may affect
compliance obligations arising out of the order.

VIIL

It is further ordered, That, for the purpose of determining or
securing compliance with this order, and respondents shall permit any
duly authorized representatives of the Commission:

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 respondents relating to any matters contained in
this order; and

B. Upon five (5) days' notice to respondents, and without restraint
or interference, to interview officers, employees, or agents of
respondents,

e ]
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APPENDIX I
AGREEMENT TO HOLD SEPARATE

This Agreement to Hold Separate (the "Agreement") is by and
among Mahle GmbH, a German corporation and an entity included
within its "ultimate parent entity" as that term is defined in 16 CFR
801.1(a)(3), MABEG, e.V., with its principal office and place of
business at Pragstrasse 26-46, D-70376 Stuttgart, Germany; Mahle
Inc., a corporation organized and existing under the laws of Delaware
and a wholly-owned subsidiary of Mahle GmbH, with its principal
office and place of business at 1 Mahle Drive, Morristown,
Tennessee, (collectively referred to as "Mahle"); Metal Leve, S.A., a
Brazilian corporation with its principal office and place of business
at Rua Brasilo Luz 535, Sao Paolo, SP 04746-901, Brazil; Metal
Leve, Inc., a corporation and an indirect wholly-owned subsidiary of
Metal Leve S.A. organized and existing under the laws of Michigan,
with its principal office and place of business at 560 Avis Drive, Ann
Arbor, Michigan (collectively referred to as "Metal Leve"); and the
Federal Trade Commission (the "Commission"), an independent
agency of the United States Government, established under the
Federal Trade Commission Act of 1914, 15 U.S8.C. 41, et seq.
(collectively, the "Parties").

Whereas, on June 11, 1996, Mahle entered into a Purchase
Agreement to acquire 50.1% of the voting shares of Metal Leve S.A.
(hereinafter the "Acquisition"); and

Whereas, this Acquisition was subject to the prior notification
requirements of the Hart Scott Rodino Antitrust Improvements Act
of 1976, 15 U.S.C. 18a ("HSR Act"); and

Whereas, on or before June 26, 1996, Mahle consummated the
Acquisition without MABEG, e.V. or Mahle filing notification with
the Commission or the Department of Justice pursuant to the HSR
Act, and without observing the waiting periods required by that Act;
and

Whereas, on July 22, 1996, Mahle, on behalf of MABEG, e.V.
and Metal Leve submitted filings pursuant to the HSR Act; and

Whereas, Mahle and Metal Leve produce pistons for sale in the
United States; and

Whereas, the Commission is now investigating the Acquisition to
determine if it violates Section 7 of the Clayton Act, 15 U.S.C. 18;
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Section 5 of the FTC Act, 15 U.S.C. 45; or any other statute enforced
by the Commission; and

Whereas, the Commission is concerned that if an understanding
is not reached, further changes in the operation and organization of
Metal Leve by Mahle or its nominees during the period prior to the
final resolution of the Commission's investigation of the Acquisition,
may preclude an effective remedy; and

Whereas, the Commission is concerned that it is necessary to
preserve the Commission's ability to seek an effective remedy and the
Commission's right to seek to restore Metal Leve as a viable
competitor; and

Whereas, the purpose of this Agreement is to:

(1) Preserve Mahle's and Metal Leve's piston businesses and other
businesses as viable independent businesses pending the
Commission's investigation, and

(1) Prevent any anticompetitive effects resulting from the
Acquisition; and

Whereas, Mahle and Metal Leve entering into this Agreement
shall in no way be construed as an admission by Mahle or Metal Leve
that the Acquisition is in violation of Section 7 of the Clayton Act or
Section 5 of the FTC Act; and

Whereas, Mahle and Metal Leve understand that this Agreement
shall in no way limit civil penalties of up to $10,000 per day under
Section 7A(g)(1) of the Clayton Act for failing to file notifications
and for continuing to hold stock in violation of the HSR Act; and

Whereas, Mahle and Metal Leve understand that no act or
transaction contemplated by this Agreement shall be deemed immune
or exempt from the provisions of the antitrust laws or the Federal
Trade Commission Act by reason of anything contained in this
Agreement; and

Whereas, the Commission has not yet determined whether the
Acquisition will be challenged under any statute it enforces.

Now, therefore, Mahle and Metal Leve agree, in consideration of
the Commission's agreement that the Commission will not seek
further relief from Mahle or Metal Leve under Section 7A(g)(2) of
the Clayton Act, 15 U.S.C. 18(A)(g)(2), except that the Commission
may exercise any and all rights to enforce this Agreement, and, in the
event that the Parties do not comply with the terms of this
Agreement, to seek further relief, as follows:
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1. Mahle and Metal Leve agree to execute and be bound by this
Agreement.

2. Mahle and Metal Leve agree that from the date they sign this
Agreement until the earliest of the dates listed in subparagraphs 2.a -
2.b, they will comply with the provisions of paragraph 3 of this
Agreement:

a. The expiration of all waiting periods under the HSR Act with
respect to the Acquisition;

b. Such time as specified in any Consent Agreement accepted by
the Commission in resolution of antitrust concerns raised by the
Acquisition.

3. Mahle will hold Metal Leve separate and apart on the following
terms and conditions:

a. Metal Leve shall be held separate and apart and shall be
operated independently of Mahle (meaning here and hereinafier,
Mahle excluding Metal Leve) except to the extent that Mahle must
exercise direction and control over Metal Leve to assure compliance -
with this Agreement;

b. Mahle shall place its Metal Leve shares in trust pending the
outcome of the Commissions investigation, and shall not vote those
shares or in any other manner exercise control over Metal Leve;

c. Mahle shall not exercise direction or control over, or influence
directly or indirectly, Metal Leve or any of its operations or
businesses, and Metal Leve shall not receive direction from Mabhle;

d. Mahle and Metal Leve shall maintain the viability and
marketability of Metal Leve as a separate entity and shall not
reorganize its operations in any way that would reduce the value or
competitiveness of Metal Leve or Metal Leve Inc.'s business;

e. Mahle shall not permit any director, officer, employee,
consultant or agent of Mahle, or any person affiliated with or
associated with Mahle, to also be a director, officer, or employee of
Metal Leve;

f. No Mahle employees, consultants, or agents shall consult with,
advise on, or participate in any manner in the planning or conduct of
Metal Leve operations;

g. Except as required by law, and except to the extent necessary
information is exchanged among outside counsel in defending
investigations or litigation, Metal Leve shall not give and Mahle shall
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not receive or have access to, or use of, any of Metal Leve's
confidential information and Mahle shall not give and Metal Leve
shall not receive or have access to, or use of, any of Mahle’s
confidential information, except as such information would be
available to Mahle or Metal Leve in the normal course of business if
the Acquisition had not taken place ("confidential information," as
used herein, means competitively sensitive or proprietary information
and includes but is not limited to financial information, customer
lists, price lists, prices, engineering, manufacturing, and marketing
methods, patents, technologies, processes, research and development
or other trade secrets); :

h. Mahle shall not change the composition of the Board of
Directors or any officers of Metal Leve; and

1. Metal Leve shall not pay to Mahle, nor shall Mahle accept from
Metal Leve any dividends.

4. Should the Commission or the United States institute any
action under this Agreement, the FTC Act, or the Clayton Act, arising
from this Acquisition, Mahle and Metal Leve waive any objection
based on lack of personal jurisdiction. Mahle and Metal Leve appoint
the attorneys identified below to accept service of process in any such
action.

5. Should the Commission seek in a proceeding to compel Mahle
to divest itself of Metal Leve or to compel Mahle to divest any assets
or businesses of Metal Leve, or seek any other injunctive or equitable
- relief, neither Mahle nor Metal Leve shall raise any objection based
upon this Agreement; and should the United States seek civil
penalties under the HSR Act, neither Mahle nor Metal Leve shall
raise any objection based on this Agreement. Mahle and Metal Leve
also waive the right to contest the validity of this Agreement.

6. For the purpose of determining or securing compliance with
this Agreement, subject to any legally recognized privilege, and upon
written request with reasonable notice to Mahle and Metal Leve made
to their principal offices, Mahle and Metal Leve shall permit any duly
authorized representative or representatives of the Commission:

a. Access during the office hours of Mahle or Metal Leve 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 Mahle or Metal
Leve relating to compliance with this Agreement;
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b. Upon five (5) days' notice to Mahle and Metal Leve, and
without restraint or interference from them, to interview their officers
or employees, who may have counsel present, regarding any such
matters.

7. For the purpose of determining or securing compliance with
this Agreement:

a. Metal Leve shall provide the Commission with reports every 30
days following the signing of this Agreement by Metal Leve which
describe each change in organization, production, investment, sales,
or research and development conducted by Metal Leve or its U.S.
subsidiary;

1. Since June 11, 1996 and
ii. Since the date of the last report filed under this subparagraph;
and

b. Mahle shall provide the Commission with reports every 30
days following the signing of this Agreement which describe its
compliance with this Agreement.

8. The Parties agree to publicize this Agreement by taking the
following actions:

a. The Commission making public this Agreement after
acceptance by the Commission;

b. Mahle and Metal Leve promptly providing copies of this
Agreement to all of Mahle and Metal Leve's officers and directors;
and

c. Mahle and Metal Leve promptly providing notice of this
Agreement to all Mahle and Metal Leve employees in the United
States and to all U.S. pistons customers.

9. This Agreement shall be effective and binding immediately
upon signing by Mahle and Metal Leve, but is subject to acceptance
of the Commission.
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IN THE MATTER OF

AMERIFIT, INC.

CONSENT ORDER, ETC., IN REGARD TO ALLEGED VIOLATION OF
SECS. 5 AND 12 OF THE FEDERAL TRADE COMMISSION ACT

Docket C-3747. Complaint, June 16, 1997--Decision, June 16, 1997

This consent order requires, among other things, the Connecticut-based marketer
of diet supplements to pay $100,000 for disgorgement, and prohibits the use
of the name "Fat Burners" unless it is part of the trade name, "Fat Burners
Diet, Exercise and Supplement System," and that the material containing the
name includes the specified disclosure statements clearly and prominently.
The consent order also requires the respondent to possess scientific
substantiation for any claim that a food, drug or dietary supplement will cause
weight loss or reduce body fat.

Appearances

For the Commission: Jeffrey Feinstein.
For the respondent: Nancy Buc and Phillip Katz, Buc &
Bearsdley, Washington, D.C.

COMPLAINT

The Federal Trade Commission, having reason to believe that
AmeriFIT, Inc., a corporation ("respondent"), has violated the
provisions of the Federal Trade Commission Act, and it appearing to
the Commission that this proceeding is in the public interest, alleges:

1. Respondent AmeriFIT, Inc., is a Delaware corporation with its
principal office or place of business at 166 Highland Park Drive,
Bloomfield, Connecticut.

2. Respondent has manufactured, advertised, labeled, offered for
sale, sold and distributed products to the public, including "Fat
Burners," "Fast Burners," "Improved Formula Fat Burners," and
"Extra Strength Fat Burners" (collectively, "the Fat Burners
products"). These products are "foods" and/or "drugs" within the
meaning of Sections 12 and 15 of the Federal Trade Commission Act.

3. The acts and practices of respondent alleged in this complaint
have been in or affecting commerce, as "commerce" is defined in
Section 4 of the Federal Trade Commission Act.

4. Respondent has disseminated or has caused to be disseminated
advertisements and promotional materials for the products referred to
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in paragraph two, including but not necessarily limited to the attached
Exhibits A and B. These advertisements and promotional materials
contain the following statements:

A. "WHEN IT COMES TO WEIGHT LOSS THERE'S NOTHING LIKE IT! FAT BURNERS "
is a 100% natural lipotropic formula designed to help people from every walk of
life achieve the physique they desire. Fat that once created personal unhappiness
and posed a hazard to one's health can now be utilized to one's advantage. FAT
BURNERS  may help active individuals lose weight and increase vascularity by
increasing the body's ability to burn fat for energy. . . . 100% NATURAL WEIGHT
LOSS SYSTEM." (Exhibit A).

B. "LOSE WEIGHT NOW! . . . introducing FAT BURNERS, America's choice for
nutritional weight loss support. If your goal is a thinner, more attractive body, then
let FAT BURNERS lead the way." (Exhibit B).

5. Through the means described in paragraph four, and through
the use of the trade names "Fat Bumers" and "Fast Burners,"
respondent has represented, expressly or by implication, that the Fat
Burners products cause weight loss or reduce body fat.

6. Through the means described in paragraph four, and through
the use of the trade names "Fat Burners" and "Fast Burners,"
respondent has represented, expressly or by implication, that it
possessed and relied upon a reasonable basis that substantiated the
representations set forth in paragraph five at the time the
representations were made.

7. In truth and in fact, respondent did not possess and rely upon
a reasonable basis that substantiated the representations set forth in
paragraph five at the time the representations were made. Therefore,
the representation set forth in paragraph six was, and is, false or
misleading.

8. The acts and practices of respondent as alleged in this
complaint constitute unfair or deceptive acts or practices and the
making of false advertisements in or affecting commerce in violation
of Sections 5(a) and 12 of the Federal Trade Commission Act.
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DECISION AND ORDER

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

Respondent, its attorneys, 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 the
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, or that the facts as alleged in such complaint, other
than jurisdictional facts, are true, and waivers and other provisions as
required by the Commission's Rules; and

The Commission having thereafter considered the matter and
determined that it had reason to believe that respondent has 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 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. Respondent AmeriFIT, Inc., is a Delaware corporation with its
principal office or place of business at 166 Highland Park Drive,
Bloomfield, Connecticut.

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

ORDER
DEFINITIONS

For purposes of this order, the following definitions shall apply:
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1. "Competent and reliable scientific 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 by others in the profession to yield
accurate and reliable results.

2. Unless otherwise specified, “respondent” shall mean
AmeriFIT, Inc., a corporation, its successors and assigns, and its
officers, agents, representatives and employees.

3. "In or affecting commerce" shall mean as defined in Section 4
of the Federal Trade Commission Act, 15 U.S.C. 44.

4. "The Fat Burners products" shall mean products using the
terms "fat burners" and "fast burners" in their trade names, including
but not limited to, Fat Burners, Fast Burners, Improved Formula Fat
Burners, and Extra Strength Fat Burners.

(X

It is ordered, That respondent, directly or through any
corporation, subsidiary, division, or other device, in connection with
the manufacturing, labeling, advertising, promotion, offering for sale,
sale, or distribution of the Fat Burners products or any other food,
drug, or dietary supplement, as "food" and "drug" are defined in
Section 15 of the Federal Trade Commission Act, in or affecting
commerce, shall not make any representation, in any manner,
expressly or by implication:

A. That such product can or will cause weight loss; or
B. That such product can or will reduce body fat,

unless, at the time the representation is made, respondent possesses
and relies upon competent and reliable scientific evidence that
substantiates the representation.

II.

It is further ordered, That respondent, directly or though any
partnership, corporation, subsidiary, division or other device, in
connection with the manufacturing, labeling, advertising, promotion,
offering for sale, sale or distribution of Fat Burners or any
substantially similar product in or affecting commerce, as
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"commerce" is defined in the Federal Trade Commission Act, do
forthwith cease and desist from employing the name "Fat Burners" or
any other name that communicates the same or similar meaning for
such product; provided, however, that nothing in this order shall
prevent the use of the name "Fat Burners Diet, Exercise, and
Supplement System" if the material containing the name clearly and
prominently contains the following disclosure:

"THE DIETARY SUPPLEMENT IN THIS SYSTEM IS FOR NUTRITIONAL
USE ONLY AND DOES NOT CONTRIBUTE TO WEIGHT LOSS OR LOSS OF

BODY FAT."

For purposes of this order, "clearly and prominently" shall mean as
follows:

A. In a television or video advertisement less than fifteen (15)
minutes in length, the disclosure shall be presented simultaneously in
both the audio and visual portions of the advertisement,
accompanying the first presentation of the name. When the first
presentation of the name appears in the audio portion of the
advertisement, the disclosure shall immediately follow the name.
When the first presentation of the name appears in the visual portion
of the advertisement, the disclosure shall appear immediately adjacent
to the name. 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 such 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 video advertisement fifteen (15) minutes in length or
longer, the disclosure shall be presented simultaneously in both the
audio and visual portions of the advertisement, accompanying the
first presentation of the name and immediately before each
‘presentation of ordering instructions for the product. When the name
that triggers the disclosure appears in the visual portion of the
advertisement, the disclosure shall appear immediately adjacent to the
name. 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. Provided that, for the purposes of this
provision, the oral or visual presentation of a telephone number or
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address for viewers to contact to place an order for the product in
conjunction with the name shall be deemed a presentation of ordering
instructions so as to require the presentation of the disclosure
provided herein;

C. In a radio advertisement, the disclosure shall immediately
follow the first presentation of the name and shall be delivered in a
volume and cadence sufficient for an ordinary consumer to hear and
comprehend it;

D. In a print advertisement, the disclosure shall be in close
proximity to the largest presentation of the name, in a prominent type
thickness and in a type size no smaller than twelve (12) point type.
The disclosure shall be of a color or shade that readily contrasts with
the background of the advertisement; and

E. On a product label, the disclosure shall be on the front panel of
the label in immediate proximity to the largest presentation of the
name, in a prominent type thickness and in a type size no smaller than
twelve (12) point type. The disclosure shall be of a color or shade that
readily contrasts with the background of the label.

Nothing contrary to, inconsistent with, or in mitigation of the above-
required language shall be used in any advertising or labeling.

IIL.

It is further ordered, That respondent shall pay to the Federal
Trade Commission, by cashier's check or certified check made
payable to the Federal Trade Commission and delivered to the
Associate Director, Division of Enforcement, Bureau of Consumer
Protection, Federal Trade Commission, Washington, D.C., the sum
of one hundred thousand dollars ($100,000). Respondent shall make
this payment on or before the thirtieth day following the date of
issuance of this order. In the event of any default of any obligation
to make payment under this section, interest, computed pursuant to
28 U.S.C. 1961(a), shall accrue from the date of default to the date of

payment.
IV.

Nothing in this order shall prohibit respondent from making any
representation for any drug that is permitted in labeling for such drug
under any tentative final or final standard promulgated by the Food
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and Drug Administration, or under any new drug application
approved by the Food and Drug Administration.

V.

Nothing in this order shall prohibit respondent from making any
representation for any product that is specifically permitted in
labeling for such product by regulations promulgated by the Food and
Drug Administration pursuant to the Nutritional Labeling and
Education Act of 1990.

VI

- It is further ordered, That respondent shall, for five (5) years after
the last date of dissemination of any representation covered by this
order, maintain and upon request make available to the Federal Trade
Commission for inspection and copying:

A. All advertisements, labeling, and promotional materials
containing the representation;

B. All materials that were relied upon in disseminating the
representation; and

C. All 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 the
representation, including complaints and other communications with
consumers or with governmental or consumer protection
organizations.

VIL

It is further ordered, That, for a period of five years commencing
with the date of issuance of this order, respondent shall deliver a copy
of this order to all current and future principals, officers, directors,
and managers, and to all current and future employees, agents, and
representatives having responsibilities with respect to the subject
matter of this order, and shall secure from each such person a signed
and dated statement acknowledging receipt of this order. Respondent
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.
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VIIIL

1t is further ordered, That respondent shall notify the Commission
at least thirty (30) days prior to any change in the corporation that
may affect compliance obligations arising under this order, including
but not limited to a dissolution, assignment, sale, merger, or other
action that would result in the emergence of a successor corporation;
the creation or dissolution of a subsidiary, parent, or affiliate that
engages in any acts or practices subject to this order; the proposed
filing of a bankruptcy petition; or a change in the corporate name or
address. Provided, however, that, with respect to any proposed
change in the corporation about which respondent learns less than
thirty (30) days prior to the date such action is to take place,
respondent shall notify the Commission 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
Commission, Washington, D.C.

IX.

It is further ordered, That respondent shall, within sixty (60) days
after the date of service of this order, and at such other times as the
Federal Trade Commission may require, file with the Commission a
report, in writing, setting forth in detail the manner and form in which
it has complied with this order.

X.

This order will terminate on June 16, 2017, or twenty 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 |
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C. This order if such complaint is filed after the order has
terminated pursuant to this Part.

Provided, further, that if such complaint is dismissed or a federal
court rules that the respondent did not violate any provision of the
order, and the dismissal or ruling is either not appealed or upheld on
appeal, then the order will terminate according to this Part as though
the complaint had never been filed, except that the order will not
terminate 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.
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IN THE MATTER OF

2943174 CANADA INC,, ET AL.

CONSENT ORDER, ETC., INREGARD TO ALLEGED VIOLATION OF
SECS. 5 AND 12 OF THE FEDERAL TRADE COMMISSION ACT

Docke_t C-3748. Complaint,l.]une 16, 1997--Decision, June 16, 1997

This consent order requires, among other things, the Canadian company and its
officer to have scientific substantiation for claims that any product or program
controls appetite, increases human metabolism, reduces body fat, causes
weight loss, causes long-term or permanent weight loss, reduces cholesterol,
or provides any weight-related benefit. The consent order also requires
scientific substantiation for claims about the benefits or efficacy of any drug
or device. Finally, the consent order prohibits misrepresentations about the
existence or results of any test or study.

Appearances

For the Commission: Ronald Waldman and Donald G. D'Amato.
For the respondents: Jeffrey S. Edelstein, Hall, Dickler, Kent,
Friedman & Wood, New York, N.Y.

COMPLAINT

The Federal Trade Commission, having reason to believe that
2943174 Canada Inc., a corporation, and Patrice Runner, individually
and as an officer of the corporation ("respondents"), have violated the
provisions of the Federal Trade Commission Act, and it appearing to
the Commission that this proceeding is in the public interest, alleges:

1. Respondent 2943174 Canada Inc. is a Canadian corporation
with its principal office or place of business at 1414 Place
Bonaventure, Montreal, Quebec, HSA 1H3.

2. Respondent Patrice Runner is an officer of the corporate
respondent. Individually or in concert with others, he formulates,
directs, participates in, or controls the policies, acts, or practices of
the corporation, including the acts or practices alleged in this
complaint. His principal office or place of business is the same as
that of 2943174 Canada Inc.

3. Respondents have advertised, offered for sale, sold, and
distributed products to the public, including "Svelt-PATCH," a skin
patch that purports to melt away body fat. The Svelt-PATCH is a
"drug" or "device" within the meaning of Sections 12 and 15 of the
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Federal Trade Commission Act. Advertisements for Svelt-PATCH
have appeared in numerous publications, including but not limited to:
TV Guide, Woman's Day, Cosmopolitan, Red Book Magazine,
Woman's World, American Woman, McCalls, Complete Woman,
Family Magazine, Ladies Home Journal, Women's Own, The
National Enquirer, The Star, USAir, World Traveler, Luxury
Lifestyle, Farm Magazine, Hemisphere, Soap Opera Digest, Dell
Puzzle, Sterling Woman's Group, Low Fat Meals, Black Group, Grit,
Destination, Hairdo Ideas, Harris Hairdo, Lose Weight Stay Fit, All
Around Kentucky, Mother Earth News, True Story Plus, The Globe,
The Examiner, The Sun, San Antonio, The Denver Post, The New
York Daily News, The Weekly World News, The LA Daily News,
The Chicago Sun Times, The Boston Globe, Newsday, The Topeka
News, The New York Post, and have been distributed as free standing
inserts through Valassis FSI.

4. The acts and practices of respondents alleged in this complaint
have been in or affecting commerce, as "commerce" is defined in
Section 4 of the Federal Trade Commission Act.

5. Respondents have disseminated or have caused to be
disseminated advertisements for Svelt-PATCH, including but not
necessarily limited to the attached Exhibit A (a newspaper
advertisement). These advertisements contain the following
statements:

"LOSING WEIGHT:

'Amazing Skin Patch Melts Away Body Fat'

Results of a study conducted for the United Research Center by G. Fleming
* Clinically tested in the United States

Weight-loss patches have been scientifically tested in the USA and are used in
European hospitals and clinics.

In the United States, Dr. Marvin Kaplan recently tested the weight-loss patch on
100 individuals.

.. . [H]ere are the results:

* The measured effectiveness of the weight-loss patch was 100%: absolutely all
participants lost weight.

* Fifty-six percent of the participants lost at least 20 pounds in 2 months (between
20 and 71 pounds in only 2 months).

* Average weight losses [sic] in women was 4.9 pounds the first week, 12.8 pounds
the first month, and 21.9 pounds in 2 months.

* Average weight loss in men was 4.7 pounds the first week, 15.7 pounds the first
month, and 25.1 pounds in 2 months.
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Svelt PATCHES contain concentrated fucus. In contrast with most weight-loss
products--which only work for a few hours following their consumption--
SveltPATCH fucus is absorbed by your body, through the skin, the entire day and
while you sleep--up to 24 hours per day.

How fucus helps your body

® Controls your appetite.

® Stimulates your metabolism . . . .
® Maintains weight loss . . .

® Reduces cholesterol . . . .
(Exhibit A)

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

A. Svelt-PATCH controls appetite.

B. Svelt-PATCH significantly increases human metabolism.
C. Svelt-PATCH significantly reduces body fat.

D. Svelt-PATCH causes significant weight loss.

E. Svelt-PATCH causes long-term or permanent weight loss.
F. Svelt-PATCH lowers serum cholesterol levels.

7. Through the means described in paragraph five, respondents
have represented, expressly or by implication, that they possessed and
relied upon a reasonable basis that substantiated the representations
set forth in paragraph six at the time the representations were made.

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

9. Through the means described in paragraph five, respondents
have represented, expressly or by implication, that clinical evidence
prove that Svelt-PATCH causes significant weight loss.

10. In truth and in fact, clinical evidence does not prove that
Svelt-PATCH causes significant weight loss. Therefore, the
representation set forth in paragraph nine was, and is, false or
misleading.

11. The acts and practices of respondents as alleged in this
complaint constitute unfair or deceptive acts or practices, and the
making of false advertisements, in or affecting commerce in violation
of Sections 5(a) and 12 of the Federal Trade Commission Act.
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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 the New York Regional Office
proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondents with
violation of the Federal Trade Commission Act; and

The respondents, their attorney, and counsel for the Commission
having thereafter executed an agreement containing a consent order,
an admission by the respondents 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 respondents that the law has been violated as alleged in
such complaint, or that the facts as alleged in such complaint, other
than jurisdictional facts, are true and waivers and other provisions as
required by the Commission's Rules; and

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the 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 following jurisdictional
findings and enters the following order:

1.a. Respondent 2943174 Canada Inc. is a Canadian corporation
with its principal office or place of business at 1414 Place
Bonaventure, Montreal, Quebec, HSA 1H3.

1.b. Respondent Patrice Runner is an officer of the corporate
respondent. Individually or in concert with others, he formulates,
directs or controls the policies, acts, or practices of the corporation.
His principal office or place of business is the same as that of
2943174 Canada Inc.

2. 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.
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ORDER
DEFINITIONS

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

1. "Competent and reliable scientific 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. Unless otherwise specified, "respondents" shall mean 2943174
Canada Inc., a corporation, also doing business as UNITED
RESEARCH CENTER, INC., its successors and assigns and its
officers; Patrice Runner, individually and as an officer of the
corporation; and each of the above's agents, representatives and
employees.

3. "Commerce" shall mean as defined in Section 4 of the Federal
Trade Commission Act, 15 U.S.C. 44,

i

It is ordered, That respondents, directly or through any
corporation, subsidiary, division, or other device, in connection with
the labeling, advertising, promotion, offering for sale, sale, or
distribution of any product or program in or affecting commerce,
shall not make any representation, in any manner, expressly or by
implication that such product:

A. Controls appetite;

B. Increases human metabolism;

C. Reduces body fat;

D. Causes weight loss;

E. Causes long-term or permanent weight loss;

F. Reduces cholesterol levels; or

G. Provides any weight loss, fat loss, weight regulation, weight
control, or weight maintenance benefit,

unless, at the time the representation is made, respondents possess
and rely upon competent and reliable scientific evidence that
substantiates the representation.
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Ik

1t is further ordered, That respondents, directly or through any
corporation, partnership, subsidiary, division, or other device, in
connection with the manufacturing, labeling, advertising, promotion,
offering for sale, sale, or distribution of Svelt-PATCH, or any other
"drug" or "device" as "drug" and "device" are defined in Section 15
of the Federal Trade Commission Act, in or affecting commerce,
shall not make any representation, in any manner, expressly or by
implication, about the health benefits, performance, or efficacy of
such product, unless, at the time the representation is made,
respondents possess and rely upon competent and reliable scientific
evidence that substantiates the representation.

IIL.

It is further ordered, That respondents, directly or through any
corporation, subsidiary, division, or other device, in connection with
the labeling, advertising, promotion, offering for sale, sale, or
distribution of any dietary supplement, food, drug, or device, as
"food," "drug" and "device" are defined in Section 15 of the Federal
Trade Commission Act, weight loss or weight maintenance product
or program, or any product or program designed or used to lower
serum cholesterol, 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.

V.

Nothing in this order shall prohibit respondents from making any
representation for any drug that is permitted in labeling for such drug
under any tentative final or final standard promulgated by the Food
and Drug Administration, or under any new drug application
approved by the Food and Drug Administration.

V.

It is further ordered, That respondents shall pay to the
Commission as consumer redress the sum of three hundred and
seventy-five thousand dollars ($375,000) no later than January 15,
1997. Such payment shall be deposited into an escrow account, to be
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established by the Commission for the purpose of receiving payment
due under this order.

The funds paid by respondents shall, in the direction of the
Commission, be used by the Commission to provide direct redress to
purchasers of Svelt-PATCH in connection with the acts or practices
alleged in the complaint, and to pay any attendant costs of
administration. If the Commission determines, in it sole discretion,
that redress to purchasers of this product is wholly or partially
impracticable or is otherwise unwarranted, any funds not so used
shall be paid to the United States Treasury. Respondents shall be
notified as to how the funds are distributed, but shall have no right to
contest the manner of distribution chosen by the Commission.

At any time after this order becomes final, the Commission may
direct the escrow agent to transfer the funds from the escrow account
to the Commission to be distributed as herein provided. The
Commission, or its representative, shall, in its sole discretion, select
the escrow agent.

Respondents relinquish all dominion, control and title to the funds
paid into the escrow account, and all legal and equitable title to the
funds vests in the Treasurer of the United States and in the designated
consumers. Respondents shall make no claim to or demand for return
of the funds, directly or indirectly, through counsel or otherwise; and
in the event of bankruptcy of respondents, respondents acknowledge
that the funds are not part of the debtor's estate, nor does the estate
have any claim or interest therein.

Respondents shall assist the Commission, and its agents, in
locating and producing all records necessary to conduct any redress
made under this paragraph, including, but not limited to, records
identifying the names, addresses, and telephone numbers of
consumers who paid for goods since January 1, 1994, and the amount
the consumer paid including shipping and handling.

VL

It is further ordered, That respondent 2943174 Canada Inc., and
its successors and assigns, and respondent Patrice Runner shall, for
five (5) years after the last date of dissemination of any representation
covered by this order, maintain and upon request make available to
the Federal Trade Commission for inspection and copying:
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A. All advertisements and promotional materials containing the
representation;

B. All materials that were relied upon in disseminating the
representation;

C. All 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 the
representation, including complaints and other communications with
consumers or with governmental or consumer protection
organizations; and

D. All records needed to effectuate any redress made pursuant to
paragraph V herein.

VII.

1t is further ordered, That respondent 2943174 Canada Inc., and
its successors and assigns, and respondent Patrice Runner, shall
deliver a copy of this order to all current and future principals,
officers, directors, and managers, and to all current and future
employees, agents, and representatives having responsibilities with
respect to the subject matter of this order, and shall secure from each
such person a signed and dated statement acknowledging receipt of
the 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.

VIII.

It is further ordered, That respondent 2943174 Canada Inc., and
its successors and assigns shall notify the Commission at least thirty
(30) days prior to any change in the corporation that may affect
compliance obligations arising under this order, including but not
limited to a dissolution, assignment, sale, merger, or other action that
would result in the emergence of a successor corporation; the creation
or dissolution of a subsidiary, parent, or affiliate that engages in any
acts or practices subject to this order; the proposed filing of a
bankruptcy petition; or a change in the corporate name or address.
Provided, however, that, with respect to any proposed change in the
corporation about which respondent learns less than thirty (30) days
prior to the date such action is to take place, respondent shall notify
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the Commission 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 Commission, Washington, D.C.

IX.

1t is further ordered, That respondent Patrice Runner, 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 business or
employment, or of his affiliation with any new business or
employment relating to the sale of any dietary supplement, drug, or
device, as "drug" and "device" are defined in Section 15 of the
Federal Trade Commission Act, weight loss or weight maintenance
product or program, or any product or program designed or used to
lower serum cholesterol, for which any health, weight loss, weight
maintenance, or cholesterol reduction claim is made. The notice shall
include 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
Enforcement, Bureau of Consumer Protection, Federal Trade
Commission, Washington, D.C.

X.

It is further ordered, That respondent 2943174 Canada Inc., and
its successors and assigns, and respondent Patrice Runner shall,
within sixty (60) days after the date of service of this order, and at
such other times as the Federal Trade Commission may require, file
with the Commission a report, in writing, setting forth in detail the
manner and form in which they have complied with this order.

XI.

This order will terminate on June 16, 2017, or twenty 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:
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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.

Provided, further, that if such complaint is dismissed or a federal
court rules that the respondent did not violate any provision of the
order, and the dismissal or ruling is either not appealed or upheld on
appeal, then the order will terminate according to this Part as though
the complaint had never been filed, except that the order will not
terminate 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.
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IN THE MATTER OF

WILLIAM E. SHELL, M.D.

CONSENT ORDER, ETC., IN REGARD TO ALLEGED VIOLATION OF
SECS. 5 AND 12 OF THE FEDERAL TRADE COMMISSION ACT

Docket C-3749. Complaint, June 16, 1997--Decision, June 16, 1997

This consent order prohibits, among other things, the former officer of Interactive
Medical Technologies, which market cellulose-bile products, from assisting
entities that he knows or should know are making false, misleading or
unsubstantiated claims for any weight loss, fat reduction or cholesterol
reduction product or program, requires the monitoring of the business
practices of certain parties to whom assistance is provided, and requires Shell
to pay $20,000 in redress over a period of one year; to post a $1 million
performance bond before he markets Lipitrol or any similar product, or holds
any ownership interest or official position in any business that markets Lipitrol
or any similar product; and a $250,000 bond before he markets any weight
loss, fat reduction or cholesterol reduction product or program or holds an
ownership interest or official position in a business that markets any weight
loss or fat or cholesterol reduction product or program.

Appearances

For the Commission: Nadine Samter and Patricia Hensley.
For the respondent: Pro se.

COMPLAINT

The Federal Trade Commission ("Commission"), having reason
to believe that Interactive Medical Technologies, Ltd., and Effective
Health, Inc., corporations, and William Pelzer, Jr., individually and
as a former officer of Interactive Medical Technologies, Ltd., and
Effective Health, Inc., and William E. Shell, M.D., individually and
as a former officer of Interactive Medical Technologies, Ltd.
("respondents"), have violated provisions of the Federal Trade
Commission Act, and it appearing to the Commission that this
proceeding is in the public interest, alleges:

1. Respondent Interactive Medical Technologies, Ltd. ("IMT"),
is a Delaware corporation with its principal office or place of business
at 2139 Pontius Avenue, Los Angeles, California.

2. Respondent Effective Health, Inc. ("EHI"), is a California
corporation with its principal office or place of business at 2139
Pontius Avenue, Los Angeles, California. EHI is a wholly-owned
subsidiary of IMT.
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3. Respondent William Pelzer, Jr. ("Pelzer"), was chief executive
officer and president of IMT and EHI from February 1993 to April
1995. Individually or in concert with others, he formulated, directed,
controlled or participated in the acts and practices of IMT and EHI,
including the acts and practices alleged in this complaint. His
principal office or place of business is P.O. Box 269006, San Diego,
California. | |

4. Respondent William E. Shell, M.D. ("Shell") was chairman of
the board of IMT from January 1990 through February 1996, and
served as that company's chief financial officer from May 1993
through June 1994. Individually or in concert with others, he
formulated, directed, controlled or participated in the acts and
practices of IMT and EHI, including the acts and practices alleged in
this complaint. His principal office or place of business is 2934 %
Beverly Glen Circle, Suite 209, Los Angeles, California.

5. Respondents IMT, EHI and Shell have advertised, labeled,
offered for sale, sold and distributed products to the public, including
Lipitrol, an over-the-counter fat reduction and weight-loss tablet.
Lipitrol is a "food" and/or "drug," within the meaning of Sections 12
and 15 of the Federal Trade Commission Act. Respondents have
advertised, distributed and sold Lipitrol, a combination of fiber and
ox bile extract, to the public through direct mail.

6. Respondents also have assisted others who have advertised,
labeled, offered for sale, sold and distributed products to the public,
including SeQuester, an over-the-counter fat reduction and weight-
loss tablet. SeQuester is a "food" and/or "drug," within the meaning
of Sections 12 and 15 of the Federal Trade Commission Act.

7. The acts and practices of respondents alleged in this complaint
have been in or affecting commerce, as "commerce" is defined in
Section 4 of the Federal Trade Commission Act.

i itrol : Weicht-Loss Tabl

8. Respondents IMT, EHI and Shell have disseminated or have
caused to be disseminated advertisements for Lipitrol, including but
not necessarily limited to the attached Exhibits A through E. These
advertisements contain the following statements:

A. INTRODUCING LIPITROL a patented dietary supplement that aids in your
FIGHT against FAT by assisting in weight and cholesterol reduction.
NO ANCIENT FORMULA NO MAGIC NO MECHANICAL GADGETS NO SHOTS NO DRUGS
NO WILD PROMISES NO PATCHES NO SPECIAL FOOD TO PURCHASE NO SECRET
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INGREDIENTS NO WRAPS NO SPECIAL TESTING MATERIALS O POWDERS O SURGERY
NO VERY LOW CALORIE DIETS NO GIMMICKS NO CURE-ALLS NO MOOD ELEVATORS
NO SUPER-SPEEDY WEIGHT LOSS NO HYPE DOESN'T EVEN DISSOLVE CELLULITE BUT
IT DOES WORK WHICH MAY SEEM LIKE A MIRACLE TO SOME PEOPLE

Effective Health knows of no other diet or weight loss program that is backed
by scientific data and a recognized patent for "Dietary Fat Reduction."

Lipitrol contains natural ingredients consisting of Activated Fiber Complex
(AFC). AFC forms an indigestible cellulose mesh containing molecules of bile.
Bile is the part of the digestive system which enables the body to use and/or store
fat. Fat droplets in stomach and intestines are naturally attracted to the AFC and
when they adhere to the enmeshed bile molecules, they can then be carried through
the intestinal tract and excreted rather than being absorbed for use or storage (sic).
If stools are lighter in color, or yellowish, and if they frequently tend to float
instead of sink in water, then the bile-bonded fat is now being excreted rather than
absorbed. The only adverse effect from using LIPITROL is occasional diarrhea
related to the excessive fat in the stools.

A major benefit of LIPITROL is that it imparts a feeling of satiety of fullness to
the user (sic). A second, highly significant benefit is the fact that LIPITROL has been
proven to lower blood cholesterol levels. Cholesterol is lowered as a result of the
weight loss.

Effective Health believes LIPITROL meets an urgent need in society, and does
so in a healthy and genuine manner. LIPITROL is not an overnight solution to excess
weight, but it offers sincere and dedicated users an option whereby they can lose
weight and maintain the loss without doing violence to their lifestyles or drugging
their systems.

You have nothing to LOSE but FAT itself!
(Exhibit A -- direct mail solicitation)

B. NOW THERE'S AN EFFECTIVE WAY TO HELP REDUCE FAT -- NOW THERE'S

LIPITROL! -- DIETARY SUPPLEMENT

LIPITROL IS AN EFFECTIVE WEIGHT
CONTROL PRODUCT
LIPITROL can help you control

your weight by reducing FAT intake.
No kidding! LIPITROL actually helps
decrease the amount of FAT absorbed
by your body. . . .
IT HELPS FAT PASS THROUGH THE
BODY

LIPITROL'S fiber formula forms an
indigestible cellulose mesh
containing molecules of bile. Bile is
part of the digestive system which
enables the body to use and/or store
FAT. FAT droplets in the stomach and
intestines are naturally attracted to
the "Fiber Complex." When the FAT
adheres to the enmeshed bile

molecules, the FAT can then be
passed through the intestinal tract
and is excreted rather than absorbed
- Naturally and Comfortably. NO
DRUGS, NO CAFFEINE, NO DIURETICS -
EVER!
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CONTROL FAT WITH LIPITROL:
Keeping FAT under control is
important to good health.

FAT makes you FAT. There are 9
calories in 1 gram of FAT - plus your
body stores FAT directly. Get FAT
out of your diet. FAT laden diets may
contribute to a variety of health

Complaint

I3 ET.C.
A NATURAL FOOD PRODUCT

Remember, LIPITROL 1s not an
overnight solution to excess weight,
but offers you, the sincere and
dedicated individual the option to
reduce FAT absorption, lose weight,
and maintain that loss, without doing

problems including high blood harm to your body.
pressure, diabetes, breast cancer, and
heart disease.
Our clinical studies have shown
LIPITROL to absorb approximately
5.9 grams of FAT per tablet from the
foods you eat. Take hold of the FAT
before the FAT takes hold of you.
Use LIPITROL - Dietary Supplement

DAILY!

MORE ABOUT LIPITROL:

LIPITROL has been studied for over 7 years, One of the recent 4 week studies has
indicated that diet and exercise will result in an average weight loss of about 2.1 Ibs
per month. With sensible eating, exercise and LIPITROL the average weight loss
was 6.2 1bs per month -- with little or no FAT retention.
; THE REAL ENEMY

Remember while excess "weight" is certainly a big concern, your real enemy
is FAT. LIPITROL Fights FAT, and losing FAT takes time. Use LIPITROL for 60 days
or more to see measurable results. LIPITROL helps remove a large portion of the
FAT from the food you eat before it ends up on your body, or clogging your
arteries.
You Have Nothing to LOSE, But Fat Ttself!
(Exhibit B -- direct mail solicitation)

C. Effective Health Inc. is pleased to announce the development of LIPITROL
through fat sequestrant technology. Our specially formulated product, marketed as
a dietary food supplement, assists in weight and cholesterol reduction.

When taken as directed, our tablet attracts fat from the food you eat and helps
eliminate it from your body. Cholesterol reduction occurs subsequent to weight
loss. Overdoses result in nothing more serious than self/limiting diarrhea (sic).

LIPITROL has undergone independent open label trials. A technical brochure that
substantiates the efficacy of LIPITROL is available upon request.
(Exhibit C -- direct mail solicitation)
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|
Q: Should I Increase My Dosage?
A: After two or three days, increase
your dosage to 2 tablets prior to your
largest and Fattiest meal of the day.
If no diarrhea results from 2 tablets
at your largest meal, you may
choose to use 2 tablets prior to every
meal. Some people will even use 3
LIPITROL or more prior to their
Fattiest meal. If diarrhea occurs, this
is a form of controllable diarrhea and
not the same as diarrhea caused by
food poisoning. It does not require
medication or any treatment. It just
means that there is too much FAT in
your stool to allow a normal bowel
movement. This actually is a
condition we regard as Desirable as
it means the FAT is leaving your
body. Whether the normal dosage or
the Maxi FAT strategy described
below is appropriate for you depends
upon how your body responds to
lesser dosages, and upon the advice
of your physician.
Q: How Can I Get Maximum FAT
Removal?
A: Each LIPITROL tablet has the
capability to remove approximately
6 grams of FAT (the actual figure is
5.9 grams) from the food you eat.
By determining as accurately as

(Exhibit D -- product package insert)

possible, the number of grams of
FAT you are consuming in your next
meal, you can use that figure,
divided by 6, and take the
appropriate number of tablets to
absorb that FAT -- this is what we
call the Maxi-FAT strategy.

Q: When Should I Begin To See
Weight Loss and/or Size Loss?

A: One of our four week studies
indicates that diet and exercise alone
will result in an average weight loss
of about 2.1 pounds per month.
With diet and exercise plus LIPITROL
the average weight loss in our study
was 6.2 pounds per month.

Q: NOTE: Please do not view your
LIPITROL as an antidote for poor
nutritional habits. Don't think that it
is now o.k. to over indulge yourself
and eat all the FAT-soaked food you
want. NOT SO. You must realize that
while some foods may be 40% or
50% FAT, the remaining 50% or 60%
is not and still contains calories that
won't be dealt with by taking
LIPITROL.

Each LIPITROL tablet has been shown to absorb approximately 5.9 grams of FAT,

from the foods you eat.

tE.‘:)-d.libit E -- product package label)

9. Through the means described in paragraph eight, respondents
IMT, EHI and Shell have represented, expressly or by implication,

that:

A. Lipitrol prevents or significantly reduces the body's absorption

of fat from consumed food.
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B. Lipitrol absorbs approximately 5.9 grams of fat per tablet from
consumed food.

C. Scientific research demonstrates that Lipitrol prevents or
significantly reduces the body's absorption of fat from consumed
food.

D. Scientific research demonstrates that Lipitrol absorbs
approximately 5.9 grams of fat per tablet from consumed food.

E. Scientific research demonstrates that Lipitrol causes significant
weight loss.

F. Scientific research demonstrates that Lipitrol lowers blood
cholesterol levels.

10. In truth and in fact;

A. Lipitrol does not prevent or significantly reduce the body's
absorption of fat from consumed food.

B. Lipitrol does not absorb approximately 5.9 grams of dietary fat
per tablet from consumed food.

C. Scientific research does not demonstrate that Lipitrol prevents
or significantly reduces the body's absorption of fat from consumed
food.

D. Scientific research does not demonstrate that Lipitrol absorbs
approximately 5.9 grams of fat per tablet from consumed food.

E. Scientific research does not demonstrate that Lipitrol causes
significant weight loss.

F. Scientific research does not demonstrate that Lipitrol lowers
blood cholesterol levels.

Therefore, the representations set forth in paragraph nine were, and
are, false or misleading.

11. Through the means described in paragraph eight, respondents
IMT, EHI and Shell have represented, expressly or by implication,
that they possessed and relied upon a reasonable basis that
substantiated the representations set forth in paragraph nine(A) and
(B), at the time the representations were made.

12. In truth and in fact, respondents IMT, EHI and Shell did not
possess and rely upon a reasonable basis that substantiated the
representations set forth in paragraph nine(A) and (B), at the time the
representations were made. Therefore, the representation set forth in
paragraph eleven was, and is, false or misleading.
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13. Through the means described in paragraph eight, respondents
IMT, EHI and Shell have represented, expressly or by implication,
that Lipitrol:

A. Causes significant weight loss.

B. Lowers blood cholesterol levels.

C. Reduces, or reduces the risks associated with, high cholesterol,
including clogged arteries, high blood pressure, diabetes, breast
cancer and heart disease.

D. Causes significantly greater weight loss than diet and exercise
alone.

E. Is beneficial and safe when taken in amounts sufficient to cause
diarrhea.

- 14. Through the means described in paragraph eight, respondents
IMT, EHI and Shell have represented, expressly or by implication,
that they possessed and relied upon a reasonable basis that
substantiated the representations set forth in paragraph thirteen, at the
time the representations were made.

15. In truth and in fact, respondents IMT, EHI and Shell did not
possess and rely upon a reasonable basis that substantiated the
representations set forth in paragraph thirteen, at the time the
representations were made. Therefore, the representation set forth in
paragraph fourteen was, and is, false or misleading.

Sel( QHQSIEI Fat Reduction and Sézc]ght_| oss Tablets

16. Since at least May 1994, KCD, Incorporated, its holding
corporation, KCD Holdings, Inc., their former principal, Clark M.
Holcomb, and current principal, Bonnie L. Richards (collectively,
"KCD"), have advertised, distributed and sold an over-the-counter fat
reduction and weight-loss product to the public through, among other
means, newspaper and radio advertisements disseminated nationally.
KCD has wholesaled this product to retail drug stores and other
retailers for resale to the general public. The product, sold under the
name "SeQuester," is a combination of fiber and ox bile extract, and
is the same or substantially the same as Lipitrol.

17. IMT, through its subsidiary EHI, Pelzer and Shell (hereinafter
"IMT respondents") have provided KCD with, among other things,
exclusive rights to sell SeQuester, technical assistance and "know
how," clinical studies purporting to show that SeQuester is an
effective fat reduction and weight-loss product, and certain
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promotional materials and information. Under the licensing
agreement between the IMT respondents and KCD, KCD was
required to make royalty payments to the IMT respondents based on
sales of SeQuester. ‘

18. KCD has disseminated or has caused to be disseminated
advertisements for SeQuester, including but not necessarily limited
to the attached Exhibits F through J. These advertisements contain the
following statements and depictions:

E THIS
IS WHAT
SEQUESTER
DOES TO
THE FAT
IN FOOD
YOU
EAT

Introducing SeQuester - the revolutionary tablet that "shrinks" the amount of
dietary fat your body absorbs.

SeQuester is a lab-tested formula that neutralizes fat in the food you eat - safely and
naturally - before it's absorbed, so it won't wind up on your body.

SeQuester's unique, patented ingredients bind fat molecules to vegetable fiber
passing them gently and harmlessly through your digestive tract. It's like you never
ate them at all. Shrink fat with SeQuester. Take advantage of introductory savings,
and discover the safe, natural approach to fat reduction. It's in the diet section,
today. (Exhibit F - newspaper advertisement)

G. THE FAT STOPS HERE

Dietary fat is a prime cause of overweight, heart disease, high cholesterol, and
other major health problems. So imagine a tablet that can "shrink" the amount of
fat your body absorbs.

Imagine SeQuester. A revolutionary discovery that lets you "remove" fat from
the food you eat before it's absorbed, so it won't wind up on your body. Or in your
arteries.

SeQuester is a safe, natural, lab-tested formula, shown to be effective in
lowering fat absorption. It's easy. Just take one or more SeQuester tablets 30
minutes before meals. Its unique, patented formula binds fat molecules to natural
vegetable fiber (as illustrated), passing it gently and harmlessly through your
digestive tract.

SeQuester is intended for use as part of a program of sensible nutrition and
exercise. Unlike fad diets that are ineffective at best, unhealthy at worst, SeQuester
contributes to a safe, gradual loss of body fat and weight significantly better than
what you're likely to accomplish through dieting and exercise alone.

So get control of fat, before fat controls you. Take advantage of our
introductory savings on SeQuester, and experience for yourself this patently
superior approach to fat reduction. Look for SeQuester in the diet section, today.
(Exhibit G - newspaper advertisement)
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H. For the holidays, don't cut it all out. Just take SeQuester.
SEQUESTER REDUCES FAT FROM THE FOOD YOU EAT.
Don't look now, weight watchers, but the holidays are gaining on us. So many
parties, so much good food, so hard to say, "no." So consider your choices:

Either you can cut out all those rich, delicious foods that make life worthwhile.

Or you can cut out this coupon and introduce yourself to SeQuester - a
revolutionary discovery that helps your body minimize fat retention from the food
you eat.

With SeQuester, you can plan on enjoying reasonable portions of all those
great holiday foods, confident that their entire fat content won't be showing up on
your scale - or in your arteries - come January 1st.

SeQuester is a safe, natural dietary supplement. Its unique, patented formula
helps bind fat molecules to natural vegetable fiber, so they pass gently and
effortlessly through the digestive tract. Just take one or more tablets 30 minutes
before meals.

This season, make SeQuester the centerpiece of all your holiday meals. You'll
find it in better drugstores and supermarkets, everywhere.

NOTE: SeQuester is intended for use as part of a complete program of sensible
nutrition and moderate exercise. By following this program, studies suggest that
SeQuester contributes to a safe, gradual loss of body fat and weight significantly
more successful than dieting and exercise alone.

(Exhibit H - newspaper advertisement)

Q. SHOULD I INCREASE MY DOSAGE?

A: After two or three days, increase your dosage to 2 tablets prior to your largest
and fattiest meal of the day. If no diarrhea results from 2 tablets at your largest
meal, you may choose to use 2 tablets before every meal. Some people will even
use 3 or more SeQuester tablets prior to their fattiest meal. If diarrhea occurs, it is
controllable. It does not require medication or any treatment. It just means that
there is too much fat in your stool to allow a normal bowel movement. This
actually is a condition we regard as desirable as it means the fat is leaving your
body. Whatever is appropriate for you depends upon how your body responds to
lesser dosages, and upon the advice of your physician.

(Exhibit I - product package insert)
J. SeQuester
Natural Nutritional Fat Sequestrant™®
*SeQuester 1s a specially formulated patented product which, when used as
directed, reduces fat and sugar from the foods you eat.

Tests have shown SeQuester effects metabolizable energy, thus increasing
fecal energy (calorie) excretion and reduces hunger feelings without increasing
total calorie intake.

(Exhibit J - product package)

19. Through the means described in paragraph eighteen, KCD
has represented, expressly or by implication, that:
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A. SeQuester prevents or significantly reduces the body's
absorption of fat from consumed food.

B. SeQuester significantly reduces the body's absorption of sugar
from consumed food.

C. Scientific research demonstrates that SeQuester prevents or
significantly reduces the body's absorption of fat from consumed
food.

D. Scientific research demonstrates that SeQuester causes
significant weight loss.

20. In truth and 1in fact:

A. SeQuester does not prevent or significantly reduce the body's
absorption of fat from consumed food.

B. SeQuester does not significantly reduce the body's absorption
of sugar from consumed food.

~ C. Scientific research does not demonstrate that SeQuester

prevents or significantly reduces the body's absorption of fat from
consumed food.

D. Scientific research does not demonstrate that SeQuester causes
significant weight loss.

Therefore, the representations set forth in paragraph nineteen were
and are, false or misleading. ;

21. Through the means described in paragraph eighteen, KCD has
represented, expressly or by implication, that they possessed and
relied upon a reasonable basis that substantiated the representations
set forth in paragraph nineteen(A) and (B), at the time the
representations were made.

22. In truth and in fact, KCD did not possess and rely upon a
reasonable basis that substantiated the representations set forth in
paragraph nineteen(A) and (B), at the time the representations were
made. Therefore, the representation set forth in paragraph twenty-one
was, and is, false or misleading.

23. Through the means described in paragraph eighteen, KCD has
represented, expressly or by implication, that:

A. SeQuester causes significant weight loss.
B. Use of SeQuester allows consumers to eat high-fat foods
without gaining weight.
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C. SeQuester causes significantly greater loss of weight and body
fat than diet and exercise alone.

D. Use of SeQuester allows consumers to eat high-fat foods
without increasing their risk of high cholesterol, clogged arteries,
heart disease and other health problems associated with a high-fat
diet.

E. SeQuester reduces the risk of high cholesterol, clogged arteries,
heart disease, and other health problems associated with a high-fat
diet.

F. Use of SeQuester in amounts sufficient to cause diarrhea is
beneficial and safe.

24. Through the means described in paragraph eighteen, KCD has
represented, expressly or by implication, that they possessed and
relied upon a reasonable basis that substantiated the representations
set forth in paragraph twenty-three, at the time the representations
were made.

25. In truth and fact, KCD did not possess and rely upon a
reasonable basis that substantiated the representations set forth in
paragraph twenty-three, at the time the representations were made.
Therefore, the representation set forth in paragraph twenty-four was,
and is, false or misleading.

26. The IMT respondents knew or should have known that the
advertisements referred to in paragraph eighteen, including but not
limited to the advertisements attached as Exhibits F through J,
contained the false and misleading representations set forth in
paragraphs nineteen through twenty-five above; but the IMT
respondents nevertheless have provided services and promotional
materials to assist KCD's marketing and sale of SeQuester, including
but not limited to:

A. Studies purporting to show that SeQuester effectively reduces
the body's absorption of fat from consumed food and causes
significant weight loss;

B. The licensing rights to market and sell SeQuester to
consumers;

C. Technical information regarding SeQuester; and

D. Various promotional materials and information.

27. Through the means described in paragraph twenty-six, the
IMT respondents have provided means and instrumentalities and/or
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have provided substantial assistance to KCD in furtherance of the
unfair or deceptive acts or practices alleged in paragraphs nineteen
through twenty-five, which the IMT respondents knew or should have
known were unfair or deceptive.

28. The acts and practices of respondents as alleged in this
complaint constitute unfair or deceptive acts or practices, and the
making of false advertisements, in or affecting commerce in violation
of Sections 5(a) and 12 of the Federal Trade Commission Act.
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EXHIBIT A

INTRODUCING

LIPITROL
a patenled dietary supplement
that aids in your FIGHT against FAT
by assisting in weight and cholesterol reduction.
NO MAG.C NO MECHANICAL GADGETS
NO WILD PROMISES NO PATCIIES
NO SPECIAL FOOD TO PURCIIASE NO SECRET INGREDIENTS NO WRAPS
NO SPECIAL TESTING MATERIALS NO FOWDERS NO SURGERY
NO VERY LOW CALORIE DIETS NO GIMMICKS NO CURE-ALLS
NO MOOD ELEVATORS NO SUPFER-SPEEDY WEIGHT LOSS NO HYPE
DOESN'T EVEN DISSOLVE CELLULITE
BUT IT DOES WORK,
WHICIHI MAY SEEM LIKE A MIRACLE TO SOME PEOPLE

Effective Ilealth knows of no other diet or weight loss program that Is backed by scientific
daia snd a recognized patent for “Dietary Fat Reducilon®.

NO ANCIENT FORMULA
NO SIHOTS NO DRUGS

LIPITROL taing natural ingredients consisting
e cellulo m#mmkisMﬂdem

e T
. OF

w?mm@.mm,mmmmumm
is occazional diarrhea related lo the excessive fat in the stools. £

A nuf‘nrbmeﬂtoﬂ.IPlTROL is that it imparts a feeling of satiety of fullness to the
second, highly significant benefit is the fact that LIPITROL has been proven to lower blood chol
levels. Cholesierol is lowered as a result of the weight loss.

Recommended dosage is | or 2 tablets with a full glass of water one-half hour prior to meals,
A diet plan is included with each bottle and mild exercise is also suggested. Of course il is always

necessary 1o consult with your physician before siarting any weight loss program.

Effeciive Health belleves LIPITROL meets an urgent need In soclely, and does 50 In s
heaithy and genulne manner. LIPITROL is not an overnight solution to excess welght, but it ofTers
sincere and dedlcaled users an option whereby they can lose welght and malntaln the loss withoul
dolng violence to their lifestyles or drugging their systems.

— 90 tablet bottle - shipping/handling included

Our Special Price (0 you is $29.95 -- Calif. residents please add state tax

EFFECTIVE IHEALTII, INC.
2139 Ponlius Avenue
Los Angeles, CA 90025

Send check or money order to:

You have nothing to LOSE but FAT liselll
COMPLAINT EXHIBIT A



g 1IGIHX3 INIVTIHCD

=9OH

LIPITROL IS AN EFFECTIVE WEXGHT CONTROL PRODUCT

LIPITROL can help you coniral your weight by reducing FAT intaize, No
dding! LIPITROL sctualty heips decreasa the amount of FAT sbenrbed by
your body, LIPITROL Is produced under the U.8. Pelen lu‘uuly FAT
Reduction* U.S, Patant 84,885 850,
IT HELPS FAT PASS THROUGH THE RODY

UPITROL'S fiber fonmuia formas an indigestible celiliicse Mmesh tentaining
molecules of bite. Blle la part of tha digestive ayslem which snabies the body
\o usa andlor stora FAT, FAT droplets in the stomach and intestines amn
naturally afiracted ta the “Fiber Complext”. When the FAT adhems to the
snmashed bile mdn:du.lh-FATﬂnmbcpludllMl‘uHuM
tract and s rathef than sbeorbed - N and Coamiortably.
HO DRUGS, NO CAFFEINE, NO DIUIIE'HC! EVERI

Aduits: Take one (1) o (2) tableis with 2 Il glass of water 1/2 hour b-hrl
each meal,

Doclor:

The clvms mada in this loldar
are based on known sciantilic
ovidanca concaming the attdbutes
of venolable fiber and iheir aflect
on absorplion of FAT and resuling
walghl loss.

We claim no miractes. We are
oftening help for individusls who
wish lo reuce FAT retontion and
luse weight.

Technical materal is avsilable.

SKEPTICAL?

TAKE THIS
TOYOUR
DOCTOR:

CONTROL FAT WITH LIPITROL:

Keeping FAT undar control is alse important to good health.

FAT makes you FAT. Thare are 9 calorias in 1 gram of FAT - plus your
body siotas FAT directly. Gal FAT out of your dial. FAT laden dists may
conttibute to a varisty ol health problems including high blood pressure,
diabsles, breast cancer, and hean diseass.

Out clinical studies have shown LIPITROL to sbsorb approximately 5.9
grams of FAT per lablet trom tha foods you sal, Taka hold of the FAT bators
the FAT takesholdot you. Use LIPITROL - Diatary Supplament DAILY!

A lIA'I'I.MI. FOOD PRODUCT

- : LIPITROL ls composed of micreceliiulese particien (fiber), puritied bile
ehd ¢l natural vagstable fibers from barley/rice, leman pactin, carrot and
scercle. Ramember LIPITRCL la nol an evamight sclulion 1o axcess
waight, bt offers you, the sincere end dedicated Individual the sption 1o

reduce FAT absorption, loss walght, snd maintaln thatloss, without doing
harm o your body,

ALWAYS CONSULT WITH A PHYSICIAN BEFORE STARTING
ANY DIET OR EXERCISE PROGRAM.

-—---——-—_—--——-———-—-1

HOW CAN | ORDER LIPITROL ? 1
Iunarirstand that il for any reason | am not satislied with LIPITFCL, | may retun |
tha unused portion. within 30 DAYS. lor a 100% REFURD of the purchasa pixe |
Ho s ands of buls! ]
M sobspy-$29.95 1

0 e wppyy - $43.95

California residents please add sales tax
tamancosng [V cukcx [ MOMEYORDER FOR § _

Please include §.).00 far
postage and handing

R B o S

STHELTADORESS

Giry WAE
WAL THIS ORDER FORM ALONG 'MTH YOUR PAYMENT TO
EFFECTIVE HEALTH
2199 Portius Ava. + LA, CAWS
Pisass sand tachnical matstial a

06v1

mejdwo)

g LI9IHXH
SNOISIOAAd NOISSININOD avil TVIdadd

RO A R XA
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EXHIBIT B

|

Which of
these five

questions on
health will

you miss?

"IHesH L4 g ‘3507 o BujyioN easH noj

sepsue Jnok BuiBBo Jo 'Apoq Jnod uo dn spue )| e10jeq
yea noA pooj eul Woij v 8yl jo uojiod ebis) @ saowe: sdipY TOHLIdIN 'SINSe! ejqeInsesy
@@s 0] 810w 10 sABp 09 10} TOHLIIT BSN "ew} S8l LY 4 Buso) pue ' Lyd siubl4 JodLidi
"1v4 51 Awsue |ges Jnod ‘weouod Bq B Aueue s| Wubiem, $SE0Xe BYjuM Jequiswey

ANZN3 TV3H 3HL

"uoiiueies 14 U JO BRIl Yim ~ Yiuow Jed sqj 2'g sem ssoj lubiem
abeiaae 8y} JOH LidiT PuB esplexe 'Bujes ejgisues Y "yivow Jed sqj 1’2
Inoge jo sso| Jubiem ebEIeAE UB U| INSEI |4 BUOTE BSRIEXS PUE eip 1BY) PejEalpU| SBY
S3PMIS Yeem ¢ JUBDR! BY) |0 BUQ "SIBBA L JBAD JO) PBISR) PUB PSipnIS ueeq Sey TOMLIdIT

“10H1idIT 1NO8Y IHON

p

B

What is 8 direct cause of chronic constipation?
[ Low acid in foods O Lowliberinfoods 3 Low protein in loogs

Yhal Is one of the contributors to dlarrhea?

0 Lowacidinfoods ) Lowfiberinfoods (1 Low protein i taogs

What allows more fat into your body 1o produce choleslerol?

O Lowacidinfoods O Lowliberinfoods O Low protein in foods

: What is one of the many contributors ta weight gain?

0 Lowacidinfoods O Lowliberinfoods 1 Low protein in foods

What can help with #1, 2 & 3 - plus help you lower your welght?
01 HighacidInfoods O High liberinfoods O High protein in foods

AFTER YOU'VE CHECKED YOUR ANSWERS IN THE APPROPRIATE BOXES, OPEN
UP TO WHAT COULD BE YOUR GREATEST WEIGHT LOSS DISCOVERY EVER...

HG-56
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EXHIBIT C

EHI Effective Health Inc.

1139 Poatin Avesse, Les Angelm, Colifernls 90015 J18-477-1173 Fex J10-473-5440

Effective Health Inc. is pleased to announce the development of LIPITROL
through fat sequestrant technology. Our specially formulated product,
marketed as a dietary food supplement, assists in weight and cholesterol

reduction.

LIPITROL is the creation of noted California Cardiologist and Director of the
Dr. Shell

Beverly Hills Cardiology Research Group, Dr. Willlam E. Shell.
has published more than 100 scientific articles and holds multiple patents.

LIPTTROL’s activated fiber preparation is produced by means of an exclusive
process, U.S. Patent # 4,865,850. In addition, each tablet contains natural

vegetable fibers from barley/rice, lemon pectin, carrot and =acerola.
LIFITROL contains no chemicals or additives, nor anything artificial.

When taken as directed, our tablet attracts fat firom the food you eat and helps
eliminate it from your body. Cholesterol reduction occurs subsequent to welght
loss. Overdoses result in nothing more serious than self/limiting diarrhea. We
ALWAYS recommend to first consult with your physican before use, follow

a properly balnnced diet (plan included) and exercise.

LIPTTROL has undergone independent open label trials. A technical brechure
that substantiates the efficacy of LIPITROL Is available upon request.

Howard Greenberg
Marketing Director

COMPLAINT EXHIBIT C
HG-127
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Thank you for purchasing LIPITROL.. ,,
thia natwral patenied product helpa reduce FAT absarplion
ol let's you lume weight ssfurelly and
*Tiake hold of the FAT, beforr tie FAT tekes kold of you!™

Please study the importani information conlined in this
pamphlet. Il is designad 1o help you gl the maximum benefit
from LIPITROL. You can take this pamphlet with youl It
conlaing many lips on food selection, lood preparation,
exercise and how 10 use LIFTTROL mast effectively,

TABEE O CONIENDS

PAGE1-
PAGE1-
PAGE 1

PAGES.
PACE?-

PAGER-
PAGES-
PAGE®..
PAGE 10

PAGE12.
PAGE1.
PAGE 13

THE REAL ENEMY

HEALTHY HEART OBJECTIVES

THE EFFECTIVE HEALTH WAY TO TAKE

YOUR LIPTTROL

WHY DIETS OFTEN BACKFIRE A
GOODEXERCISE HABITS - Tralning yourbody
to burn FAT.

FOUR ESSENTIALS OF GOODEXERCISE

WHY YOU SHOULD NOT "GO ON A DIET™

FAT ACHTING TIPS

HOW YOU CAN HAVE GOODFOOD

HABITS.. Through the 'P'[nmld' 4

SUCGESTED FOOD PLAN

‘USDA FOOD FYRAMID

THE STORY OF LIPITROL

THE REAL ENEMY ... YOUR real encrmy is not “weight.”
YOUR real enemy is FAT! LIPITROL heiga fight FAT.

HEALTHY HEART OBJECTIVES .
Number 1: To feed my body l=ss FAT.
Number 2 To train my body 1o bum FAT maore efficienily,

PROBAMLE BENEFITS .
o Improved health * Reduced FAT intake ¢ Reduced body
weight * Increased energy level and productivity

THE EFFECTIVE HEALTH WAY TO TAKE YOUR
LIMTROL

LIPITROL is & bested product which will help you lose
FAT. Many of us are used to weight loss programs which
“Lake the weight of(" nesdy overnight. Many of those
programs cause us 10 lose water weight, and even muscle

. Bul, weight i3 not our number one enemy _FAT &!

LIPITROL fights FAT, and losing FAT takes lime. Read and
follow these instructions .Mﬁzlﬂcl':l.l i
consisient part of weight lom program. Giee yourself
of s lnmﬁnﬁrmﬂufﬂ.mﬁdﬁd
dictary guidelines ond get into the CondE vercise habsit. Good Liack!

Q: How Shall 1 Begin?

A lqlnbyuun;mnrlmhbhuwi\hamlmtl
ounces) of water of juice. Take your wbletis) 1/2 priot to
every meal, Taking LIPITROL during or after a meal will not
produce satistaciory resulta. fust be sure that "belore you take
your first bite, take your

'

(.. @B
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EXHIBIT D

......

Q: {low Many Tablels Should | Take Per Day?

A: |l you eah three meals per day, you will use 3 sinimum of
A tablets per day. For most people, the maximum daily

dimage 15 b tablets...ic., 2 belore evory meal. Mosl prople vary
thetr dusage between 3, 4, 5 and & blets per day b see whidh
A st plfiectivee for ther. ¥

Qi Mow Will | Know My Dasage Is Satisfactary?

A: You're on the right track when one or more of the
Dbhowing e 1) Stunls appear ighter in color; 2) Sioks
apywar bulkier, 1) Sumls may Mlat in waker. Theae indicalions

ninull troen FATS bring passed through your digestive ract
and eliminated in the stool.

Q: Should 1 Inciease My Dosage?

Az Affer two o three days, increase your dosage o 2 lablets
prooc 1o your largest and Fatizesd meal of the day. Il no
duarrhea results from 2 Lablets at your .l...nig
clunme tu use 2 Lablets prioe (o rvery meal Sume paople
vven ue 3 LIMTTROL or more prior 10 their Faltiest meal. If
drarrhea voeurs, this is 3 form of controllable dlarrhes and not
thw same a3 diatrhea caused by faed posoning, It doss not
uine medication of any trestmend. Lt st means that there
s b misch FAT i your stool i allow & noreal bowel
mivement. This actually is 2 condition we rogard as Disirable
asil ﬁxa_?.mrqrr!i!ﬂ!f.q.;'
nurmal dasage or the Masi FAT strategy described below &
appropriaie fur yuu depends upon how your body responds
1 heser dosages, and upon the advice of your physician.

Q: How Can | Get bazimum FAT Resoval?

A: Each LIPTTROL lablet has the
spproxiouiely 6 grama of PAT (the sctual 1

from the food you sl By desermining s scruraiely as
EFEE&!&—:-:E—Z.I-I?!I“!
your nent meal, you can use thal divided by &

laky Lhe sppropriste number of o sheorb that FAT—
g is wihal wee call the Manl-FAT strategy.

Q: Won't | Bie Using More LIPTTROL With the Maxi-FAT
strategy?

i e T b il e e
i tablets with each maal want
Lot L e
each gram of PAT contairs § calories. Each tablel can sbeorb
approaimately & greme of FAT or 54 calionies. it lakes sbout
3300 unused calores ko add o pound of weigh! to your bedy.
In other waords, the Maxi-FAT siraiegy s designed 'o sbsorb
ore FAT or cokories when you taky mor bl

@ ) Eat A 100% FAT-Free bcal, Should | Still Take My
LIPTTROLY

A: If ane of your meals condaine sbsolutely no FAT, il ia not
fevessary 0 Like LIPTTROL for thel panicular meal.

Q Should | ske viamin sapplements while Lshing
UIPITROLY
A 1 you wish 1o ek vilamin mpplements, we advise doing

0 1 hour o taking yous LIPITROL.or 2 hours after
faking While we have observed no evidence of
FAT-soluble vilamin deficiency during cur human lesting,
howrver over an extandad period of lime, it is possible thal
levela ol vitamine A, D, E. and K may drop, psrticulady if you
Tollow the Maxk-FAT strategy.

@ Wha abawi ssbditional sie effocts?

A Joutof 10 in owr sl group expenenced excesa gas
e taki ..a-_:z-,l-gtn-—aﬁ;
tiﬂ!-grﬂgiun-vql
activaied charcoal are very inexpensive.
Activaled charcal s 8 fine aid o digestion, does not cnier
your blood siresm and has the aslity o absorb exceas gas.

G Why Is Exercise So Important?

A: Rexducing one's FAT intake (thvough a balanced diet and
LIPTTROL) are only pant of the strategy for buming Lhe
“stared” FAT in our Consistend RegularExercise
acnually increases our body's metabolism 50 that we bum
FAT ol » hagher rate than when our lifeslyles are sedentary.
anmy weight lom or emeecise program.

Q: When Shoukd | Begin To Soo Weight Liss and /or Size
Loms?

As One of our four week studies indicates that diet and
exercine along will result In an avevags weight koss of sbout
N_iligilﬂiiitﬂﬂor

EH1-2
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the average weight loas in cur study was 6.2 pounds pes
month, Everyone is unique, and we rmcoarage sar Sxslomimy
ta make LIPITROL & consistent part of their weight lsss pro-
gram fur ol Least 60 or more days in order 1 cxperience the
tust muasure lo how well LITROL is going o work for them,

containe calories that won'! be daslt with by taking
LIPTTROL. I fact, yrou may b yosar owm worst ensmy by
Urying o best the system.

Do You Have Other Questions? Plesse feel frew o drop
a note o the sddress listed on page 14.
Q: Any hints lo help me be consistent with LIFMTROLY
WHY DO DIETS OFTEN BACKFIREY

_Think of your body es  calorie buming machine. It nuns
on fuel (1. caories), which are cbisined from food. The ate
8 wrhich you burs fusl is your melabolism. Here ame two
ways you can it your calorie maching 1o burn siowes

A Yis Lot of people tend 10 forget theis LIPTTROL when
ey it waseh, Of Dl Lo cat, eic, An easy solution s o
purchase an exlra bolile, of split your cuzren bollle o two

. (L2, slow your metaboliem). L Deprive U of fesd. When
Q: How Long Wil | Need To Take LIPITROL? (s o sevarely perict your cal . youe o' you
natural protective mechaniss I 1o *slow down® in aa effont

siﬂt". Interastingly, aher prolongsd

alotie dist), your petabolisn tends o say slow even after
the diet is conchuded. When normal calorie intake |s Fesumed,
your body ls liely © bum fewer calorien per day than when
you startid thie diet] The calorie misching has beem kid (o
“bum lem” " canarrve hact”_Arsl ualcs the body s given
e orders 1o b mave fusf”, b wrill contiruue i b sow burn
maode. This ls wity 20 many pecple heve kst slgnificent
amounis of weighl_unly i gain it back again mon afterwacd!
1 Becoma Lesg Active. bt should be obvicas that the more
wedentary we bocome, the b fuel we will nesd 1o memt e
body's decreasing activity levels. The body adjusts accord-
ingly, e our metsbollom sows dove,

A: The answer Jepends upon where you are today, snd
"

feom gaperience that @ “yuick™ weight loss program uflen
backiicrs inilu & quick wright gain after the program is over.
One ol (he reasona (his ragedy occurs is bacause radically
changing what you eal, doss not

Iandy' abvility G0 bum.. or metabolize, tha
LIPEEROR., phis Canndinnd habits and GoudExercise can
twsull in kming FAT while also stepping up body metsbolam
i that affer you reach your goal...you keep the weight and

EXHIBIT D

NOTE: Please du not view your LIPITROL as an sntidote for
poe nutniinnal habits. Don't think Ul il s aow ok 1o over
indulge yoursell and eat all the FAT-soaked food you want,
NOT 50 You must realize that wivike some foods may be 40%
ur S FAT, the romaining 50% or 607% is not and Rl

GOODEXERCISE HAMTS (Training your body bo bum FAT)
Your body nuns 3 hours » day, shways buming fuel. In

yoar pormal fouling you sy be very tired al the end of the

day, however you have not burmed any sored FAT because

EH1-3

heaith. T 8 untrusd Durisg sch high demand (anaerobic)
activity your body will call upan its witra high power fuel
source—glacose (sugar], snd no FAT buming activity will
lake place_sven though you have wurked very hard. You
st exercise just hard ssough and long enough o um up
yousr body's need for fuel_gradually._then you will be giving
Instractions tha will kst long afier the 12 10 45 minutes of
enevciss hag pmesd. I practical v, i you are hulling and
puffing, you need & sow down (Le, walk slower, jog slower,
padal sower, %), Wiry T Becanae o you {at this point in
time), this o a high desaand activity which kells your bady to
bum ghacose not FAT. Alm, if your heart rate breomes too
high during waerciee. i i dangerous, snd you will likely not
be abls ko ustain the excreise activity long enough to
permuics your bady that you relly do want © make Uhoae
metabolisn chenges! On the cther hand, when you give
revalbic euarcise Inetrectioss 1o your body arurrd deys per
sk, comur role er s, your bady roally belicves thaf you wand it
o burm FAT. And do you b wshet? It does!
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$OUR ESSENTIALS OF GOODEXERCISE

Wantani Hnless ywra ave presestly parlicipating in o cossisienl
viros prgrai, Jo il alfempl any eiercese prisgram witho] firsd
sisilivng s plipsiin.)

Eawrene comes in many forms. Beginaes 1o cumpolitive.
linhsst i vsitdoner. Expensive and inenpensive. Sanding up
aimd silhing diwn. .

Wor mattvr whal furms o exercise you chaose, be corlain il
sabishis e ot ssendials:

1. Talhable—\Whak: vaercise shoubd cause you W breathe
Saster Shan when yors are nol exevcing, you should nol get
wat ol hreath, During the exercise, you should be able lu carry
o 0 i Coeesationn o sing & simphe song.. bl maybe nl
A ipera,
2, Uninlerrupled—al least 12 minutes for boginning joggers,
wid af least W) minutes for must walkers. Remember,
repardhss 1 your choie of eaercise, if you really want lo
et 16 shape” don't mabe 8 20 minute workou “harder™.
Instvad make 1 bonger s 25, then 30, then 35 minute
winthaul, and s om;
3. Frequent —Koassmable cacveine has some bonefil, however
A akes Jrigrrny lo convinge yyar budy thet yuu really want
i vhovnaie FAT while increasing, muscle snd metabolsm.
Maks 1 your gruh b exevcise daily, Bugin with at least three
v et ik Count hanw nidey meieles you exreise vach
wovk ot haww far yemi run, walk, bacych ol
4. bivulves at least the major groups of my fower body...the
b anid buattiocks, (Ovher muscle groups can be aduuod).

shaling, ireading, rowing, and mini-lrampoline,

EXERCISES (lhst are cidhe oo show, how s, b sicy avod go b
sabizfy the four ensenilils) includes Tornds, raoquetball, squash,
wiliball, golf, wotghl lifting, duwnhil skilng,

WHY YOU SHOULD NOT GO ON A DIETT

Milliuns of Americans have gritied Ueir beeth, Jost ihe
woipht, and then regained I fasler than they ast 4! Ths is not
fait...ho wock o hand and only end up right back where we
stanied! Insiend, ket 18 g0 on & "quest” .2 "mission” if you
prefer, Our objective ks not calorle deprivation! Our objective
s grod health thamgh the choosing and uskg, of gradusal,

intainable fifeatyle changea. .and using LIFTTROL

everyday.
Anatead of goiag on 2 diet, |ust reduce the FATS In your
meats

Bemefita: You will sutussatically have s reduction in
cakiries, phus cholestenal loas & & result of the lost weight.
FATS have mare than hwice the calories of carbohydrates sl

prokin. |t is more imporiant bo count the FATS in your fuods
Ahan W couent the calories.

FAT FICHTING TIPS:
n addilion to king LIPITROL before every mcsl, you
shuld 1, Trim all FAT and remove all shin from meats smd

pouliry. Red mests zre high in FAT, Moat proparations.
include bake, broll, boll, Resm or open grill oaly, L Keep
away from eggs. Use egp, whites or egg subslilules 2340
slterrative. 1. Eliminate Butier and cheeses, palm and coconut
oiln, butier and Lard which s high in cholesierol. Puly and
mono unsatursied FATS help lowet cholesterol. 4, Keep away
from gravies, croams amd sauces. & Greens are greal—watch
the dreming, Order all dressings ren the side and use
speringly, Use naduced or kow calorie drossing only, & Do not
b & mormber of the chean plale club, ke home what you
cannod finish. Manry reslausants serve more than ooe persan
can gal. Cad tw meals oul of one,

Additional Tigss Drink eight, 8 02, glasses of water daily.
Cheew food showly and complotely. Put your furk of spuon
down botween bites. Never Lake kes than 20 minutes w finish
o meal Try o smaller plaie. Do not skip meals, you will only
wvereal kater, Eat dinner as early 28 possible.

Al The Markst: Make a list before you go shopping. Do
not shop on a empty slomach. Read all Labels carciully. Some
proaducts that clalm in have “low” or "no” cholestensl may by
high in FAT. Losk for varicty and choose good s

Raallty Check: it's & bough amigrenent o lackle all of these
FAT neducing tips al the same time. Consider Irying one or
twro per manth untl they bocume your Food habits, Always
ke oy wew ways b naduce FATS in yraur dict.

HOW YOU CAN HAVE COOD FOOD HABITS—Through
the “Pyramid™
The Healthy, Dalanced Dict includes daily quantities of foods

EH1-4
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puurliey. Read mieats are high in FAT. Mesl prepasalions
invlude bake, brusl, boil, stcam or open grill ualy. 2. Keep
away from egyts. Use ogg whites or egg subsiiluios a2 an

Land which is high in cholesterol. Iy and
rabed FATS help kowoer cholestorol. 4. Kuvp away
creams and sauces. 5. Greens are great—walch
Order all dnessings on the side and use
e neduced o low calorie dressing only, & Do nol
Iy nembser of the clean plate club; lake home whal you
waniml inish. Many nestaurants serve mone ihan ing peren

g wir mwals ol of one,
| Tops: Drink cight, B oz glasses of walr daily,
{ Twew Dwad showly and compheely. Pul ywur lork or spoan
shwin hlvern biles. Never |abe b than 20 minules w finish
amedl Try & smaller plate. Do not skip meals, you will only
v yrval later, Eal dinner s carly & pussible.

Al The Markek: Make 3 list bofore you gn shopping. Do
1wl shiop o0 & emply slomach. Read all labela cacefully. Some.
prostuci that clam b have “low* or “no” cholesierol may be
Tigh in FAT. Lonk for variety and chocse good foods.

Reality Chack: 11's 2 lough assignment 1o tackle al of these
)AL redunaing, tips 2t the same lime. Consber rying mne or
twat vt month until ey bocome your Faod habits. Always
kbt iew warys G neduce FATS in your diel.

J10W YOU CAN HAVE COOD FOOD HARITS—Through
the "Pyramid”

It lcaliny, Dalanced Dict inchudes daily quantitees of fomds

from each of the 5 Basiz Food Croups. These sre
142 Fralis & Vegetables With the excoption of
and plives (which have » very high FAT content), nearty all
frults and vegrisbles are low in FAT and calories, while high
i fiber, Average serving slze: | cup. Avesage daily mrvings:
5-b. Vigrtabley hawe high nulrition, fewest calories,
3, Breads & Cereals; “Whole™ grains In wheal, rye. tice, com,

and oal products will iend o have kess sugar, lem calories, 1

and a higher fiber contend than processod, bleached, ground
and refine bread and cereal producta. Avevage serving size:
1/2 cup cereal, pasts, and rice; | slice bread. Average daily
servings: 56,

& Mitk Products: Include yugurts, cheeses amd milk, having a
wile ramge of FAT conient. Cheescs range from 507, FAT (s
& perceniagz of calories) 10 M0 or highey FAT coniunl in
Cheddar, Roquefort, Amenican and Cream chesses. Unc these
high FAT cheeses ey a Aavoriul gamish.nol 25 § main
ingrodiend. Average serving size 1 cup milk (shim or low
FAT), yogust (low FAT). or ottage cheese (low FAT): 1 curce
choese. Average daily sevvings: -3, Sidm, low FAT milk are
best. No iee cream! Substitute ron-{3t froz=n yoguet or ice
milk products,

5. Meats: Includes beod, pork, poultry, fish. eggs, seafood and
legumes (o5 bears, split pess, benills), with a wide variance
of FAT content. The safes! choloes are high in fiber and protein
while low b FAT. The worst cholces due to theis high FAT
cuntent include egga. becon, ham, sewage, bologra,
liverwurst, sardines snd pepperond. Do nol est auts and
"sceds”, A fistful of peanuls containg abowt 500 Galories and

5% FAT., Sefe choiom slso inchude skinless chicken and

urkery (white exeat) snd most whits fish , Average serving

slsz: 3 ounces. Average daly sesvings: 1

Study the “Food Pyramid” conceived by the US.
Dopariment of Agriculture. The Pyramis displays a well
balsncad diet in graphic furm, and recomenends limited us
of FATS and sugars i our diet.

EH1-5

of food from the proper food groups.
Milk Ment Frull  Vegetsble Cercal/
Bread
Dayl ) 1 4 1 4
Dayl 1 ] 2 3 4
Dayd 2 2 ) 3 3
Dayd 3 2 4 4 1
Dy 2 3 4 1 i
Dayé 3 3 1 2 2
Dey? 3 2 1 2 4

NOTE: J exlra exchanges ol fonds per day are allowed
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v bl e wonhd b bwliliner

With conact wf medical cotioagucs throughoul the United
Staten, the sy wias sl in thee Lbuoratiry and ultinately
amwng, Lamily, fricnudn anad pationts, In @ Linge perontage of
o, pevphe repierien] bise first sy that the product svally
warkanl for them..namedy a lightening in (he sl ookor or
bk, Amd mime porsims cven nepuried a buuyancy (fating)
of thesir stonls. 5

Inturestingly, the losts alin showed reductions bn bdy
Wt amd ufton s acoompanying drop in blood chokestend
and Uriglyorriude kevuls, a5 2 result of this wight boss. T
additinal special clinical studies known s *doubke blind
placeb’ Irials were cumpleird during 1990 through October
1991,

LIPITROL causes som of the FATS ko become attractd to
the particics of the Labket. The tablet Is madde with natural fiber
ingredionts (bechey / rice, kemun pectin, canmi snd acerola), &
“bike recptor” (soudium choleate compica) and micro-
itk fiburs, LITTROL remuves FAT before It is abuocbed
1 broken duswn, 50 il dors mot end up on your bady, o
vhging your arvries,

LAFTEROL s patented wosber US Falent 54868 450, and
istitactured pachusively loe Effoctive ot e,

VOUi HAVE 1ING T0 LOSE,
T FAT TSN

FIFECTIVE HEALTIING,
Vam Angden, LA RRIS

LiPITROL

Effective Health's
Guide To A
Healthy
Lifestyle
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MoTICE:

Bafora conasiaring ny seight comirul
peoghan d i Sihvisbly 0 OoNeuA Wil pOLr
physcmn. Do nol ues m e pressnce of
danhes or sbvormensl pen. Siore & 8 cool.
@y placa.

Total Weighl = 700 MEgams
Vitarmene & Mniarsls = Lega $han 2% ADA
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$2.00 OFF

now available at
Rite Aid.

COMPLAINT EXEIBIT

RA=-a3

H



1504 FEDERAL TRADE COMMISSION DECISIONS

Complaint 123 F.T.C.

EXHIBIT I

- — = —

SeQuester.

A guide to a healthy lifestyle

INSIDE:
Valuable tips on SeQuester use.
Plus: sensible eating & exercise habits.

NOTE. The following is the copy for the SeQuester Insert

5Q-22

CCMPLAINT EXHIBIT I
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Paga 2
SeQuesier

Thank you for purchasing SeQuester™ This natural patented product
helps reduce fat absorption and let’s.you lose welght naturally and -

comfortably.
Take hold of the fat, before the fat takes hold of you!

Please study the Important Information contained In this pamphlet. It
Is deslgned to help you get the maximum beneflt from ScQuester. It
contalns many tips on food selection, food preparation. exercise and how to

use SeQuester most effectively.
THE REAL ENEMY: Your real enemy Is not weight. Your real':ncmy Is fat.
SeQuester helps flght fat.

HEALTHY HEART OBJECTIVE:
Number 1: To feed my body less fat.
Number 2: To train by body to burn fat more emclently.

PROBABLE BENEFITS:
= Improved Health = Reduced fat Intake » Reduced body weight

* Increased energy level and productivity

THE EFFECTIVE, HEALTHY WAY TO TAKE YOUR BEQUESTER:
SeQueater is a teated product that will help you lose fat. Many of us
are used to weight loss programs which “take the welght off” nearly
overnight Many of those programs cause us to lose water weight, and even
muscle welght. But, welght is not our number one enemy - fat Is. SeQuester
fights fat, and lostng fat takes time. Read and follow these tnstructions
carefully. Make SeQuester a consistent part of your weight loss program.
Glve yourself 90 or more days to see measurable results. (The initial few
days of your SeQuester program may cven show some welght increase.
Don’t panic. This Is nonmal.) Follow our GoodFood dletary guldelines and

get Into the good exercise habit. Good luck!

§: HOW SHALL I BEGIN?
A: Begin by taking one or two tablets with a full glass (8 ounces) of water

or julce. Take your tablet{s) 1/2 hour prior to every meal. Taking SeQuester
during or after a meal will not produce satisfactory results. Just be sure

that before you take your flrst bite, take your SeQuester.
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Poge 3

9: HOW MANY TABLETS SHOULD I TAKE PER DAY?

A: If you eat three meals per day. you will use a minimum of 3 tablets per
day. For most people the maximum dally dosage Is 6 tablets, l.e., 2 before
every meal. Mast people vary thelr dosage between 3 to 6 tablets per day to

see which Is maost effective for them.

Q: HOW WILL I KNOW MY DOSAGE IS SATISFACTORY?

A: You're on the right track when one or more of the following occur: (1
Stools appear lighter In color; (2 Stoals appear bulkier; (3 Stools may float
In water. These Indlcations result from fats belng passed through your

digestive tract and ellminated In the stool.

Q: SHOULD I INCREASE MY DOSAGE?
Az After two or three days, Increase your dosage to 2 tablets prior to your

largest and fatiiest meal of the day. If no dlarrhea results from 2 tablets at
your largest meal, you may choose to use 2 tablets before every meal. Some
people will even use 3 or more SeQuester tablets prior to their fatest meal.
If dlarrhea eccurs, it Is controllable. It does not require medication or any
treatment. It just means that there Is too much fat In your stool to allow a
normal bowel movement. This actually Is a condition we regard as desirable
as it means the fat is leaving your body. Whatever Is appropriate for you
depends upon how your body responds to lesser dosages, and upan the

advice of your physlclan
Q: IF I EAT A 100% FAT-FREE MEAL, SHOULD I STILL TAEKE MY

SEQUESTER?
A: If one of your meals contains absolutely no fat. it Is not necessary to take

SeQuester for that particular meal.,

Q: SHOULD I TAKE VITAMINS SUPPLEMENTS WHILE TAKING
SEQUESTER?

A: If you wish to take vitamin supplements, we advise dolng so 1 hour prior
to taking your SeQuester or 2 hours after taking SeQuester. We have
observed no evidence of fat-soluble vitamin deflciency during our human
testing, however taking a multiple vitamin/mineral supplement Is always a

good idea.

Q: WHAT ABOUT ADDITIONAL SIDE EFFECTS?

A: Three out of 10 people In our test group experlenced excess gas when
taking SeQuester. If this Is a concern we strongly recommend that you get
somc actlvated charcoal tablets, They are very Inexpensive and can be found

123 B.T.C.
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Natural Nutritional Fat Sequestrant*
e e et P A 4 et s
(calori) excrecion s nger ecligs withoet escasing ot clol e

The combination of special ingredients, through our patented manufacturing process,
negatively affects the avallability of fat and sugar. The mechanism that produces this ac-

tion remains unclear,
100% money back guarantee.

Sequester should be used with a properly balanced dlet and exercise program.
NUTRITIONAL INFORMATION PER TABLET (ONLY 2 CALORIES EACH)

Proteln  35.0mg Fiber “180.0mg
Fat 0.06grams  Carbohydrates = 340.0mg
Vitamins & Minerals = less than 25% RDA Total Tablet Weight = 700 milligrams
RECOMMENDED USE: For adults only. Take 1 or 2 tablets 3 times per day 1/2 hour be-
fore meals with a FULL glass of water.

NOTICE: Before considering any weight loss program, it is advisable to consult with
your physician. This product, when used in excess, may cause diarthea, abdominal
cramping, or gas. If this occurs, product dosage should be temporarily reduced or discon-

tinued. Store in a cool dry place.
INGREDIENTS: Activated-Fiber Complex (Barley/Rice Fiber, Sodium Choleate Com-
lex), Cellulose, Acacia, Croscarmellose Sodium, Lemon Pectin, Stearic Acid, Carrot,
ilicone Dioxide, Methylcellulose, Magnesium Stearate, Acerola and Propylene Glycol.

Manufactured Exclusively For: Made in the USA
| KCD, Inc. Westlake Village, CA 91361 U.S. Patent #4,865,850
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