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

)
In the Matter of
) FILE NO 952-3401
1554 CORPCRATI QN, )
a corporation, and ) AGREEMENT CONTAI NI NG
) CONSENT ORDER TO
BRAI NERD L. MELLINGER, 111, ) CEASE AND DESI ST
i ndi vi dual | y and )
as an officer of 1554 Corp. )
)

The Federal Trade Conm ssion having initiated an investigation of
certain acts and practices of 1554 Corporation, a corporation, and Brainerd L.
Mel linger, 111, individually and as an officer of 1554 Corporation
("respondents"), and it now appearing that respondents are willing to enter
into an agreement containing an order to cease and desist fromthe acts and
practices being investigated,

IT 1S HEREBY AGREED by and between 1554 Corpora tion, a corporation, by
its duly authorized officer, and Brainerd L. Mllinger, Ill, individually and
as an officer of 1554 Corporation, and their attorney, and counsel for the
Federal Trade Comm ssion, that:

1. Respondent 1554 Corporation is a California corporation, with its
office and principal place of business |ocated at 6100 Variel Ave., Wodl and
Hlls, CA 91367. Respondent 1554 Corporation has traded and done business as
The Mellinger Conpany. Respondent Brainerd L. Mllinger, III, is president of
the corporate respondent. Individually, or in concert with others, he
fornulates, directs and controls the acts and practices of the corporate
respondent, including the acts and practices alleged in the draft conplaint.

Hs principal office or place of business is the sane as that of the corporate
respondent .

2. Respondents admt all the jurisdictional facts set forth in the
draft conpl aint here attached.
3. Respondent s wai ve:
a. any further procedural steps;
b. the requirement that the Conm ssion's decision contain a

statenment of findings of fact and concl usions of |aw

C. all rights to seek judicial review or otherw se to chal |l enge
or contest the validity of the order entered pursuant to
this agreenent; and

d. any cl ai munder the Equal Access to Justice Act.
4. Thi s agreenent shall not become part of the public record of the
proceeding unless and until it is accepted by the Coomission. |If this

agreenent is accepted by the Commssion it, together with the draft of
conpl ai nt contenpl ated thereby, will be placed on the public record for a

Page 1 of 8



period of sixty (60) days and information in respect thereto publicly

rel eased. The Commi ssion thereafter may either withdraw its acceptance of
this agreement and so notify the proposed respondents, in which event it will
take such action as it may consider appropriate, or issue and serve its
conmplaint (in such formas the circunstances may require) and decision, in

di sposition of the proceedi ng.

5. This agreenment is for settlenment purposes only and does not
constitute an adni ssion by respondents that the | aw has been viol ated as
alleged in the draft conplaint, or that the facts as alleged in the draft
conpl aint, other than the jurisdictional facts, are true.

6. This agreenment contenplates that, if it is accepted by the
Commi ssion, and if such acceptance is not subsequently w thdrawn by the

Commi ssi on pursuant to the provisions of § 2.34 of the Commssion's Rules, the
Commi ssion may, wi thout further notice to proposed respondents, (1) issue its
conpl ai nt corresponding in formand substance with the draft of conplaint here
attached and its decision containing the followi ng order to cease and desi st
in disposition of the proceeding and (2) nake information public in respect
thereto. Wen so issued, the order to cease and desist shall have the sane
force and effect and may be altered, nodified or set aside in the sane manner
and within the sane time provided by statute for other orders. The mailing of
the conpl ai nt and deci si on containing the agreed-to order to proposed
respondents' address as stated in this agreenent shall constitute service.
Respondents wai ve any right they may have to any other manner of service. The
conpl aint may be used in construing the terns of the order, and no agreenent,
under st andi ng, representation, or interpretation not contained in the order or
the agreenment nay be used to vary or contradict the terns of the order

7. Respondents have read the proposed conpl ai nt and order
contenpl at ed hereby. They understand that once the order has been issued,
they will be required to file one or nore conpliance reports show ng that they
have fully conplied with the order. Respondents further understand that they
may be liable for civil penalties in the anount provided by | aw for each
violation of the order after it becones final

ORDER

Definitions

For purposes of this order, the follow ng definitions shall apply:

1. "Mell'inger Plan" shall nean the Mellinger Wrld Trade Mai
O der Plan.
2. "Busi ness opportunity” shall nean an activity engaged in for

t he purpose of nmaking a profit.

3. "Conpetent and reliable scientific evidence" shall nean tests,
anal yses, research, studies, or other evidence based on the
expertise of professionals in the rel evant area that has been
conducted and eval uated in an objective nanner by persons
qualified to do so, using procedures generally accepted in the
profession to yield accurate and reliable results.
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IT 1S ORDERED that respondents 1554 Corporation, a corp oration, its
successors and assigns, and its officers, and Brainerd L. Mellinger, III
individually and as an officer of said corporation, and respondents' agents,
representatives and enpl oyees, directly or through any corporation
subsi di ary, division or other device, in connection with the adverti sing,
offering for sale, sale or distribution of the Mel i nger Plan, or any other
product or service concerning business opportunities, in or affecting
commerce, as "commerce" is defined in the Federal Trade Comm ssion Act, do
forthwith cease and desi st fromnmaking any representati on, in any manner
directly or by inplication:

A that consumers who use such product or service typically succeed
inreadily starting and operating profitabl e businesses;

B. that consumers who use such product or service typically earn
substantial incone; or

C ot herw se concerning the performance, benefits, efficacy or
success rate of any such product or service,

unl ess, at the time of maki ng such representation, respondents possess and
rely upon conpetent and reliabl e evidence, which when appropriate nmust be
conpetent and reliable scientific evidence, that substantiates the
representation

IT 1S FURTHER ORDERED t hat respondents 1554 Corporati on, a corporation
its successors and assigns, and its officers, and Brainerd L. Mellinger, III
individually and as an officer of said corporation, and respondents' agents,
representatives and enpl oyees, directly or through any corporation
subsi di ary, division or other device, in connection with the adverti sing,
offering for sale, sale or distribution of any product or service, in or
affecting comrerce, as "comerce" is defined in the Federal Trade Conm ssion
Act, do forthwith cease and desist from

A Usi ng, publishing, or referring to any endorsenent (as

"endorsenent” is defined in § 255(b), Part 255, Title 16, Code of
Federal Regul ations) unl ess respondents have good reason to
believe that at the tinme of such use, publication, or reference,

t he endorsenent reflects the honest opinions, findings, beliefs,
or experience of the endorser and contains no express or inplied
representations which woul d be deceptive or unsubstantiated if
made directly by the respondents; or

B. Representing, directly or by inplication, that any endorsenent of
the product or service represents the typical or ordinary
experi ence of menbers of the public who use the product or service
unl ess such representation is true and unless, at the time of
maki ng the representation, respondents possess and rely upon
conpetent and reliabl e evidence, which when appropriate nmust be
conpetent and reliable scientific evidence, that substantiates
such representation. Provi ded, however , respondents nay use such
endorsenents if the statements or depictions that conprise the
endorsenents are true and accurate, and if respondents discl ose
clearly, promnently, and in close proximty to the endorsenent:

1. what the generally expected perfornmance would be in
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t he depi cted circunstances; or

2. the limted applicability of the endorser's experience
to what consuners may general |y expect to achieve;
i.e., that consuners shoul d not expect to experience
simlar results.

IT 1S FURTHER ORDERED that, for five (5) years after the | ast date of
di ssem nation of any representation covered by this order, respondents, their
successors and assigns, shall maintain and upon request nake available to the

Feder a

1

Trade Comm ssion for inspection and copyi ng:

Al advertisenents and pronotional materials setting forth any
representation covered by this order

Al materials that were relied upon to substantiate any
representation covered by this order; and

Al test reports, studies, surveys, denmonstrations or other
evidence in their possession or control, or of which they have
know edge, that contradict, qualify, or call into question such
representation or the basis upon which respondents relied for such
representation, including conplaints fromconsuners or

governnental entities.

IT IS FURTHER ORDERED t hat :

A

Respondent 1554 Corporation shall notify the Federal Trade

Commi ssion at least thirty (30) days prior to any proposed change
in the corporation such as dissolution, assignment, or sale
resulting in the energence of a successor corporation, the
creation or dissolution of subsidiaries or any other change in the
corporation which may affect conpliance obligations arising under
this order; and

Respondent Brainerd L. Mellinger, 111, shall, for a period of
three (3) years fromthe date of service of this order, pronptly
notify the Comm ssion of the discontinuance of his present

busi ness or enploynent, or his affiliation with a new business or
enpl oynent, with each such notice to include his new busi ness
address and a statenment of the nature of the business or

enpl oynent in which the respondent is newy engaged as well as a
description of the respondent's duties and responsibilities in
connection with the business or enpl oynent.
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V.

IT 1S FURTHER ORDERED t hat respondents, their successors and assigns,
shall forthwith distribute a copy of this order to each of their operating
divisions and to each of their officers, agents, representatives, or enpl oyees
engaged in the preparation and pl acement of advertisenents, pronotional
materials, product |abels or other such sales materials covered by this order,
and shall obtain fromeach such person or entity a signed statenent
acknowl edgi ng recei pt of the order.

V.

ITIS FURTHER ORDERED th at this order will termnate twenty years from
the date of its issuance, or twenty years fromthe nmost recent date that the
United States or the Federal Trade Comm ssion files a conplaint (with or
wi t hout an acconpanyi ng consent decree) in federal court alleging any
violation of the order, whichever cones |ater; provi ded, however, that the
filing of such a conplaint will not affect the duration of:

A Any paragraph in this order that termnates in less than twenty
years;
B. This order's application to a ny respondent that is not named as a

def endant in such conplaint; and

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

Provi ded further, that if such conplaint is dismssed or a federal court
rules that the respondent did not violate any provision of the order,
and the dismssal or ruling is either not appeal ed or upheld on appeal,
then the order will termnate according to this paragraph as though the
conpl ai nt had never been filed, except that the order will not termnate
bet ween the date such conplaint is filed and the later of the deadline
for appealing such dismssal or ruling and the date such di sm ssal or
ruling i s upheld on appeal .

V.
IT 1S FURTHER ORDERED t hat respondents, their successors and assigns,
shall, within sixty (60) days after service of this order, file with the

Commi ssion a report, in witing, setting forth in detail the manner and form
in which they have conplied or intend to conply with this order.

Signed this day of , 199

1554 Cor por ati on,
a corporati on,

Brainerd L. Mellinger, III
Pr esi dent
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Brainerd L. Mellinger, IIl, individually
and as an officer of 1554 Corporation

Shirley Z. Johnson

Attorney for Respondents
1250 Connecticut Ave., N W
Washi ngt on, DC 20036

Lenuel
Counsel

W Dowdy

for the Federal Trade Comm ssion

Jonathan M Cowen

Counsel

APPROVED:

Justin D ngfel der

Assistant D rector

D vi si on of Enforcenent

Bur eau of Consuner Protection

El aine D. Kolish

Associate D rector

D vi si on of Enforcenent

Bur eau of Consuner Protection

Joan Z. Bernstein
D rector
Bur eau of Consuner Protection

for the Federal Trade Comm ssion

Page 6 of 8



UNI TED STATES O AMERI CA
BEFCRE FEDERAL TRADE COWM SSI ON

)
In the Matter of )
) DOCKET NO
1554 CORPCRATI ON, )
a corporation, and )
)
BRAI NERD L. MELLINGER 111, )
i ndi vi dual | y and )
as an officer of 1554 Corp. )
)
COVPLAI NT

The Federal Trade Conm ssion, having reason to believe that 1554
Corporation, a corporation, and Brainerd L. Mllinger, 111, individually as an
officer of 1554 Corporation ("respondents"), have violated the provisions of
the Federal Trade Conm ssion Act, and it appearing to the Comm ssion that a
proceeding by it in respect thereof would be in the public interest, alleges:

PARAGRAPH ONE:  Respondent 1554 Corporation is a California corporation,
with its office and principal place of business |ocated at 6100 Variel Ave.,
Wodl and HIlls, CA 91367. Respondent 1554 Corporation has traded and done
busi ness as The Mellinger Conpany.

Respondent Brainerd L. Mellinger, 111, is president of the corporate
respondent. Individually, or in concert with others, he fornulates, directs
and controls the acts and practices of the corporate respondent, including the
acts and practices alleged in this conplaint. Hs principal office or place
of business is the same as that of the corporate respondent.

PARAGRAPH TWD Respondents have, individually or in concert with
others, created and di ssem nated adverti senments for the Mel linger World Trade
Mail O der Plan (" Mellinger Plan"), and have offered for sale and sold the
Mel linger Plan to consumers who respond to their advertisenents.

PARAGRAPH THREE: The acts and practices of respondents alleged in this
conpl ai nt have been in or affecting commerce, as "comrerce"” is defined in
Section 4 of the Federal Trade Comm ssion Act.

PARAGRAPH FOUR  Respondents' advertisenments for the Mel |inger World
Trade Mail Order Plan include, but are not necessarily linmted to, the
attached Exhibits A-D. These advertisenents contain the foll ow ng statenents:

A A program | ength tel evision advertisement for the Mel I'i nger Pl an,
identified as " Mellinger's Secret Treasures"” (Exhibit A):
(1) Announcer :  "How woul d you like to earn substantial incone
right fromthe confort of your own home? . . . Living a
luxurious lifestyle with long-termsecurity for you and your
famly."

(P. Al)



(2) Endorser : "Doesn't matter what age, what your background
is, what your education is. The sooner you get started, the
sooner you start making noney." (P. A2)

(3) Host: "Hs name is Brainerd Mellinger 111, and he makes it
easi er than ever for people to make riches they' ve only
dreaned of." (P. A3)

(4) Endorser : "On ny first customer ny first day with the Wrld
Traders | made twel ve thousand dollar profit." (P. Ad)

(5) Host: "Brainerd, these folks are making a | ot of noney, and
enjoying every mnute of it." (P. Al3)

(6) Brainerd Mellinger, IlIl : "If you ve ever dreaned of riches
and Tiving a Tuxurious Tifestyle, give us a call right now"
(P. A17)

(7) Endorser :  "You will be successful. 1It's been proven tine
and tinme again." (P. Al7)

(8) Endorser : "I started off with $250 that ny husband gave e,
and Tast year | earned over $35,000, and | did it all with
the help of the Mellinger Conpany." (P. A21)

(9) Endorser : "CGet involved with Mellinger, and if you stick
with themthey have the support teamthere for you, they can
make sonething like this possible for you." (P. A23)

(10) Endorser: "Anybody today that really wants to work, and has
the initiative to get out and try sonething new, this plan
definitely makes it about as easy as pie." (P. A25)

(11) Announcer : "Kirk nmay not be a rocket scientist, but with
the help of the Mellinger Wrld Trade Pl an he has | aunched a
conpany with sky-rocketing profits. Today is a typica
busi ness day, and Kirk is shipping out nore than 400 hats.
The profits are all his." (P. A36)

(12) Endorser: "[A] nyone that gets involved with this is gonna
realTy find [it] exciting, interesting, and create an incone
for themselves. It's fantastic.”" (P. A38)

(13) Host: "The Mellinger Plan makes it so easy to achieve
financi al independence. Wiy isn't everyone doing it?" (P
A42)

Brainerd Mellinger, Il : "Good question. Well -- it's just
that they don't know about the Mellinger Plan yet. They
aren't aware that this fabul ous opportunity for success and
riches is waiting for them And that's why |I'm here today.

Il want to tell everyone that they can make noney, |ike sone
of the fol ks you' ve seen on our show The Mellinger conpany
shows you how, step by step. And we nmake it sinple and fun
. (P 3)

B. A magazi ne advertisenent for the Mellinger Pl an

(Exhibit B)
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2 val uabl e New Reports Can Make You Rch! 1'll send both to you
FREE! You've seen ne on T.V.! Nowl'mready to help you get a
fast start! D scover How to Be | ndependent -- Be Your Oan Boss --
Make Big Money in your own | MPORT/ EXPORT MAI L ORDER BUSI NESS!

. Enjoy earnings probably far greater than you ever dreaned any
job coul d pay.

* * %

Join these successful Men and Wnen!

“Mel linger has the answers! |'mlooking at $25,000. year's incone
-- just 2 hours a day part-tine." [endorser]

"Just one world trade transaction paid ne $5,000 profit!
Yes...followthe Mellinger Plan!" [endorser]
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C Mel linger Internet site ( http://wmv tradezone. con) (Exhibit C:

SUCCESSFUL | NTERNATI ONAL TRADERS MEMBERS[.] HOW PLAN BROUGHT
SUCCESS TO THEM . . .

Havi ng troubl e sl eepi ng one night, [endorser] turned on his TV and
becane enthralled by a Mellinger infomercial. A phone call
brought himfull details about the Mllinger Plan. "I was so
impressed with what | saw, | immedi ately began follow ng the

Mel i nger Plan and became a Menber of International Traders. |
began putting the Plan into practice and started show ng | nport
products. In less than two nonths, | had generated well over
$2,000 in business."

The Mellinger Plan provided exactly what [endorser] needed.

"I would tell you this works for you. |It's very good for

begi nners like nyself." She reported sal es of $1200. right away
and with her early nomentum she says she is | ooki ng now at

ear ni ngs of $6000. a nont h!

D. A panphl et nailed to consunmers who request information about the
Mel linger Plan (Exhibit D):

START AT HOMVE. .. nake noney your very first day!
* * %

MEN & WOMEN- - Wl cone to your exciting, high-income, full-or part-
time future in Inport/Export/Miil Oder. Followthe Mel |'i nger
Plan as it guides your every step. Nothing has been left to
chance. Each easily followed step is based 100% upon many years
of successful business experi ence!

*

SUCCESS STCRIES in Wrld Tr adeI Read t hese ACTUAL REPCRTS of
MONEY- MAKI NG .

Concentrating on inported sports equi pnent, [endors er] took in
$35,000.00 the first year, devoting only a few hours a day.

PARAGRAPH FI VE:  Through the use of the statenments contained in the
advertisements and pronotional materials referred to i n PARAGRAPH FOUR,
including but not limted to the adverti senents attached as Exhibits A D,
respondents have represented, directly or by inplication, that:

A Consuners who use the Mellinger Plan typically succeed in readily
starting and operating profitabl e businesses;

B. Consuners who use the Mellinger Plan typically earn substanti al
i ncone; and

C Endor senents appearing in Exhibits A-Dreflect the typical or

ordi nary experience of nmenbers of the public who have used the
Mel |i nger Pl an.

PARAGRAPH SI X2 Through the use of the statenments contained in the
advertisements referred to i n PARAGRAPH FOUR, including but not necessarily
l[imted to the advertisements attached as Exhibits A-D, respondents have
represented, directly or by inplication, that at the tinme they nade the
representations set forth i n PARAGRAPH FI VE, respondents possessed and relied
upon a reasonabl e basis that substantiated such representations.



PARAGRAPH SEVEN.  In truth and in fact, at the time they nade the
representations set forth i n PARAGRAPH FI VE, respondents did not possess and
rely upon a reasonabl e basis that substantiated such representations.
Therefore, the representation set forth in PARAGRAPH SI X was, and is, false
and mi sl eadi ng.

PARAGRAPH EI GHT: The acts and practices of respondents as alleged in
this Conplaint constitute unfair or deceptive acts or practices in or
affecting comrerce in violation of Section 5(a) of the Federal Trade
Comm ssi on Act.

THEREFORE, the Fed eral Trade Commission this day of ,
199 , has issued this conplaint agai nst respondents.

By the Conm ssi on

Donald S. dark
Secretary

SEAL

[Exhibits A-D attached to paper copies of conplaint, but not available in
el ectronic form]
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Anal ysis of Proposed Consent O der to Aid Public Comrent

The Federal Trade Conm ssion has accepted, subject to final approval, an
agreenent to a proposed consent order from 1554 Corporation and its president
Brainerd L. Mllinger, Il (collectively, "respondents"). The agreenent woul d
settle a proposed conplaint by the Federal Trade Comm ssion that respondents
engaged in unfair or deceptive acts or practices in violation of Section 5(a)
of the Federal Trade Conmm ssion Act.

The proposed consent order has been placed on the public record for
sixty (60) days for reception of comments by interested persons. Comments
received during this period will becorme part of the public record. After
sixty (60) days, the Commission will again reviewthe agreenent and the
comrents received and will decide whether it should w thdraw fromthe
agreenent or neke final the agreement's proposed order

The Proposed Conpl ai nt

This matter concerns advertising practices related to the sale of 1554
Corporation's Mellinger World Trade Mail Order Plan (" Mellinger Plan"). The
adm ni strative conpl aint, which the Conm ssion has proposed to issue, would
all ege that respondents pronoted the sale of the Mel linger Plan by creating
and di ssem nating adverti senents and pronotional materials, including a
programlength tel evision advertisement entitled " Mllinger's Secret
Treasures. "

The conpl ai nt charges that through the use of statements contained in
their advertisenents and pronotional materials, respondents nmade
unsubstanti ated representati ons that consuners who use the Mel 1'i nger plan
typically succeed in readily starting and operating profitable businesses and
that consurmers who use the Mellinger Plan typically earn substantial incorme.
The conpl ai nt al so charges that endorsenents appearing in respondents
advertisements and pronotional materials were represented, w thout
substantiation, to be reflective of the typical or ordinary experience of
nmenbers of the public who have used the Mellinger Plan

The Proposed O der

The proposed consent order contains provisions that are designed to
remedy the alleged advertising violations and to prevent respondents from
engaging in simlar acts and practices in the future. The order prohibits
respondents from maki ng any unsubstantiated representations: (1) that
consuners who use the Mellinger plan typically succeed in readily starting and
operating profitable businesses, (2) that consumers who use the Mel Iinger Plan
typically earn substantial income, or (3) about the perfornance, benefits,
efficacy or success rate of any product or service concerning business
opportuniti es.

The proposed order al so contains prohibitions about u sing or m susing
testinonials or endorsenents. |In particular, the order prohibits respondents
fromusing testinonials that do not reflect the actual opinions, beliefs, or
experi ences of the endorser, and fromusing testinonials to represent the
typi cal experience of respondents' customers unless respondents can
substantiate that such clains are in fact typical or respondents clearly
di scl ose that the endorser's experience is not typical. The order also
contai ns standard provi sions regardi ng record-keeping, notification of changes
in corporate or enploynent status, distribution of the order, termnation of
the order, and the filing of a conpliance report.

The purpose of this analysis is to facilitate public coment on the
proposed order, and it is not intended to constitute an officia
interpretation of the agreement and the proposed order or to nodify their
terns in any way.



