FEDERAL TRADE COMMISSION DECISIONS

Findings, Opinions and Orders

IN THE MATTER OF
ALBERTSON’S, INC.

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

Docket C-3064. Consent Order, April 21, 1981—Set Aside Order, July 1, 1987

The Federal Trade Commission has set aside a 1981 consent order with Albertson’s,
Inc., (97 F.T.C. 343), thus removing the Commission’s prior approval requirement
because there no longer appears to be a trend toward concentration in the relevant
market.

ORDER REOPENING AND SETTING ASIDE
ORDER ISSUED ON APRIL 21, 1981

On March 3, 1987, Albertson’s, Inc. (“Albertson’s”) filed a “Petition
To Reopen And Set Aside Consent Order” (“Request”), pursuant to
section 5(b) of the Federal Trade Commission Act, 15 U.S.C. 45(b), and
section 2.51 of the Commission’s Rules of Practice. The request asked
the Commission to reopen and set aside the consent order issued on
April 21, 1981 (“the order”). Albertson’s request was placed on the
public record for thirty days, pursuant to section 2.51 of the Commis-
sion’s Rules. No comments were received.

The complaint in this case was issued under Section 7 of the Clayton
Act and Section 5 of the Federal Trade Commission Act and alleged
anticompetitive effects arising from Albertson’s acquisition of Fazio’s,
the California Division of Fisher Foods, Inc., in July 1978. According
to the complaint, the relevant product line in which to assess the
acquisition was retail sales by retail grocery stores and the relevant
geographic market was Los Angeles County and Orange County, Cali-
fornia. The order prohibits Albertson’s for a ten year period from
acquiring, without prior Commission approval, five or more retail
grocery stores in fifteen designated states and certain other geograph-
ic areas. Albertson’s, Inc., 97 FTC 343, 345, 347-348 (1981).

Section 5(b) of the Federal Trade Commission Act, 15 U.S.C. 45(b),
provides that the Commission shall reopen an order to consider
whether it should be altered, modified, or set aside, in whole or in
part, if the respondent makes a satisfactory showing that changed
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conditions of law or fact require the order to be modified or set aside.
A satisfactory showing sufficient to require reopening is made when
a request to reopen identifies significant changes in circumstances
and shows that the changes eliminate the need for the order or make
continued application of the order inequitable or harmful to competi-
tion. Louisiana-Pacific Corp., Docket No. C-2956, Letter to John C.
Hart (June 5, 1986), at 4.

Section 5(b) also provides that the Commission may modify an order
when, although changed circumstances would not require reopening,
the Commission determines that the public interest so requires. Re-
spondents are invited in petitions to reopen to show how the public
interest warrants the requested modification. 16 CFR 2.51. To obtain
review on this ground, the respondent must demonstrate as a thresh-
old matter some affirmative need to modify the order. Damon Corp.,
Docket No. C-2916, Letter to Joel E. Hoffman, Esq. (March 24, 1984),
at 2 (“Damon Letter”). For example, it may be in the public interest
to modify an order “to relieve any impediment to effective competi-
tion that may result from the order.” Damon Corp., Docket No. C-
2916, 101 FTC 689, 692 (1983). Once such a showing of need is made,
the Commission will balance the reasons favoring the modification
requested against any reasons not to make the modification. Damon
Letter at 2.

After reviewing Albertson’s request, the Commission has concluded
that respondent has not made a satisfactory showing that changed
circumstances require that the order be set aside. The only real
change that respondent has shown is that there is no longer a trend
toward concentration in the relevant market. That change by itself
does not establish that there is no further need for the order.

The Commission has concluded, however, that it is in the public
interest to reopen and set aside the order. Albertson’s has shown that
the prior approval requirements of the order impose costs on respond-
ent and put it at a disadvantage with respect to its competitors who
are not under similar restraints. This affirmative need to modify the
order must be weighed against the need for continuing the order. The
costs shown by Albertson’s were foreseeable at the time respondent
agreed to the order and would not ordinarily provide a sufficient basis
to justify termination of the order. However, respondent has also
demonstrated that there is no continuing competitive need for the
order in the Los Angeles/Orange County market that was the focus
of the Commission’s complaint. The respondent has shown that the
relevant market is relatively unconcentrated and that any trend to-
ward concentration that may have existed at the time the order issued
appears to have been arrested. Accordingly, the reasons for setting
aside the order outweigh the reasons for retaining the order.
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The Commission has likewise concluded that it is in the public
interest to set aside the prior approval requirements of the order with
respect to the fifteen states and other geographic areas which are
designated therein. The allegations of the complaint related exclu-
sively to the Los Angeles/Orange County market and with the setting
aside of the primary relief, the ancillary relief should also be set aside.

Accordingly, It is ordered, That this matter be, and it hereby is
reopened and that the Commission’s order issued on April 21, 1981,
shall be set aside as of the effective date of this order.

Commissioner Bailey was recorded as voting in the negative.
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IN THE MATTER OF
AMERICAN HOECHST CORPORATION, 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-3215. Complaint, July 2, 1987—Decision, July 2, 1987

This consent order permits, among other things, American Hoechst Corp. to divest
certain polyester fiber businesses. The respondent must make the divestiture to a
Commission-approved acquirer within one year and must obtain the Commission’s
prior approval for certain acquisitions for the next ten years.

Appearances

For the Commission: Rhett Krulla, Ronald B. Rowe, and Jeffrey I
Zuckerman.

For the respondents: William R. Norfolk, Sullivan & Cromuwell,
Washington, D.C. and William Pelster, Skadden, Arps, Slate, Meagh-
er, & Flom, New York City.

COMPLAINT

The Federal Trade Commission (“Commission”), having reason to
believe that respondents, American Hoechst Corporation, Hoechst
Aktiengesellschaft, referred to herein collectively as “Hoechst,” and
Celanese Corporation, corporations subject to the jurisdiction of the
Commission, have entered into an agreement, described in paragraph
15 herein, that, if consummated, would violate the provisions of Sec-
tion 7 of the Clayton Act, as amended, 15 U.S.C. 18, and Section 5 of
the Federal Trade Commission Act, as amended, 15 U.S.C. 45; that
said agreement and the actions of respondents to implement that
agreement constitute violations of Section 5 of the Federal Trade
Commission Act, as amended, 15 U.S.C. 45; and it appearing to the
Commission that a proceeding in respect thereof would be in the
public interest, the Commission hereby issues its Complaint, pursu-
ant to Section 11 of the Clayton Act, 15 U.S.C. 21, and Section 5(b) of
the Federal Trade Commission Act, 15 U.S.C. 45(b), stating its charges
as follows: [2]

I. DEFINITIONS

1. For purposes of this complaint, the following definitions shall ap-
ply:
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a. "Hoechst” means American Hoechst Corporation, its parent, Ho-
echst Aktiengesellschaft, its predecessors, subsidiaries (including, but
not limited to, Hostachem Acquisition Incorporated), divisions,
groups, affiliate entities (including, but not limited to, Wacker and
related entities), and each of their past or present directors, officers,
employees, agents, and representatives; and each partnership, joint
venture, joint stock company, or concession in which Hoechst is a
participant. The words “subsidiary,” “affiliate,” and “joint venture”
refer to any partial (10 percent cr more), as well as total, ownership
or control.

b. “Celanese” means Celanese Corporation, its predecessors, sub-
sidiaries, divisions, groups, affiliate entities, and each of their past or
present directors, officers, employees, agents, and representatives;
and each partnership, joint venture, joint stock company, or conces-
sion in which Celanese is a participant. The words “subsidiary,” “af-
filiate,” and “joint venture” refer to any partial (10 percent or more),
as well as total, ownership or control.

c. The "acquisition” means the transaction described, in whole or
in part, in paragraph 15 of this complaint.

d. “Polyester fibers” or “polyester” means manufactured fibers in
which the fiber-forming substance is any long-chain synthetic polym-
er composed of polyethylene teraphthalate, a chemical polymer
derived from the polycondensation of ethylene glycol with either di-
methyl teraphthalate or [3] teraphthalic acid. “Polyester fibers” in-
clude polyester staple and polyester filament.

e. "Textile polyester fibers” means any polyester fibers used in the
production of textiles, which includes fabrics and yarns used primari-
ly in apparel, carpeting, home furnishings, and automotive applica-
tions.

f. “Textile polyester filament” means continuous threads, or “fila-
ments,” of polyester produced for textile applications. “Textile polyes-
ter filament” does not include polyester staple.

g. “Polyester staple” means any short fiber of polyester that is cut
from spun polyester. “Polyester staple” includes fiberfill and tow.

II. AMERICAN HOECHST CORPORATION

2. Respondent American Hoechst Corporation (“American Ho-
echst”) is a corporation organized and existing under the laws of the
State of Delaware, with its principal place of business located at 1041
Route 202-206 North, Somerville, New Jersey. American Hoechst is
a wholly-owned subsidiary of the West German corporation, Hoechst
Aktiengesellschatft.

3. American Hoechst is one of the largest producers of textile
polyester fibers, including both polyester staple and textile polyester
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filament, in the United States. Overall operations of American Ho-
echst in the United States include the production and sale of various
petrochemicals, plastics, and pharmaceuticals. [4]

4. Respondent American Hoechst had sales of approximately $1.6
billion in 1985 on overall operations of the company in the United
States.

5. American Hoechst’s indirect wholly-owned subsidiary, Hosta-
chem Acquisition Incorporated, a corporation organized and existing
under the laws of the State of Delaware, is a holding company that
has been formed to purchase the capital stock of Celanese.

6. American Hoechst is, and at all times relevant herein has been,
engaged in commerce as “commerce” is defined in Section 1 of the
Clayton Act, as amended, 15 U.S.C. 12, and is a corporation whose
business is in or affecting commerce as “commerce” is defined in
Section 4 of the Federal Trade Commission Act, as amended, 15 U.S.C.
44,

1II. HOECHST AKTIENGESELLSCHAFT

7. Respondent Hoechst Aktiengesellschaft (“Hoechst AG”) is a for-
eign corporation organized and existing under the laws of the Federal
Republic of Germany, with its principal place of business located at
D-6230 (Main) 80, Frankfurt, Federal Republic of Germany. Hoechst
AG is the corporate parent of American Hoechst.

8. The Hoechst group of companies produces a diverse range of
products, including polyester and polyester raw materials. Respond-
ent Hoechst AG is one of the largest producers of polyester fibers in
the world.

9. Net income for respondent Hoechst AG overall in 1985 was ap-
proximately $499 million on sales of $14.5 billion. The fibers and fiber
raw materials business [5] segment of the company accounted for 10
percent of total corporate sales.

10. Hoechst AG is, and at all times relevant herein has been, en-
gaged in commerce as “commerce” is defined in Section 1 of the
Clayton Act, as amended, 15 U.S.C. 12, and is a corporation whose
business is in or affecting commerce as “‘commerce” is defined in
Section 4 of the Federal Trade Commission Act, as amended, 15 U.S.C.
44,

IV. CELANESE CORPORATION

11. Respondent Celanese Corporation (“Celanese”) is a corporation
organized and existing under the laws of the State of Delaware, with
its principal executive offices and place of business located at 1211
Avenue of the Americas, New York, New York.

12. Celanese produces polyester fibers at manufacturing facilities
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in the United States, Canada, and Mexico. Celanese is the second
largest producer of textile polyester fibers, including both polyester
staple and textile polyester filament, in the United States, and is the
only producer of textile polyester fibers in Canada.

13. Respondent Celanese’s overall net income was $178 million in
1985 on sales of approximately $3 billion.

14. Celanese is, and at all times relevant herein has been, engaged
in commerece as “commerce” is defined in Section 1 of the Clayton Act,
as amended, 15 U.S.C. 12, and is a corporation whose business is in-
or affecting commerce as “commerce” is defined in Section 4 of the
Federal Trade Commission Act, as amended, 15 U.S.C. 44. [6]

V. THE ACQUISITION

15. On or about November 3, 1986, Hoechst commenced a cash
tender offer for up to 100 percent of the issued and outstanding shares
of Celanese common stock and preferred stock, with the intent of
effecting a merger of Hostachem Acquisition Incorporated, a Dela-
ware corporation wholly-owned by Hoechst, into Celanese, all as con-
templated in the Agreement of Merger entered into among Hoechst,
its subsidiary, and Celanese, on November 2, 1986. Pursuant to that
Agreement, Celanese’s Board of Directors has approved Hoechst’s
tender offer, has recommended its acceptance by Celanese stockhold-
ers, and has agreed to approve the merger of Hostachem Acquisition
Incorporated into Celanese following the tender offer. If the acquisi-
tion is consummated as presently contemplated, the total value of the
transaction will be approximately $2.7 billion. Through this proposed
stock acquisition, Hoechst will effectively acquire the polyester busi-
ness of Celanese.

V1. TRADE AND COMMERCE

16. For purposes of this complaint, relevant lines of commerce in
which to evaluate the effects of the acquisition are:

a. the manufacture, distribution, and sale of polyester staple; and

b. the manufacture, distribution, and sale of textile polyester fila-
ment. [7]

17. For purposes of this complaint, the relevant section of the coun-
try in which to evaluate the effects of the acquisition with respect to
each of the relevant lines of commerce is the United States as a whole.

VII. MARKET STRUCTURE

18.In 1986, approximately 2.1 billion pounds of polyester staple was
produced in the United States. The polyester staple market is highly
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concentrated, whether measured by the Herfindahi-Hirschmann
Index (“HHI”) or by four-firm and eight-firm concentration ratios.

19. In 1986, approximately 844 million pounds of textile polyester
filament was produced in the United States. The textile polyester
filament market is highly concentrated, whether measured by the
HHI or by four-firm and eight-firm concentration ratios.

VIII. ENTRY CONDITIONS

20. It is difficult to enter into the manufacture, distribution, and
sale of polyester staple or of textile polyester filament.

XI1. ACTUAL COMPETITION

21. Hoechst and Celanese are actual competitors in the manufac-
ture, distribution, and sale of polyester staple and of textile polyester
filament. [8]

X. EFFECTS

22. The aforesaid acquisition, if consummated, will significantly
increase the levels of concentration in the relevant markets.

23. The effect of the aforesaid acquisition, if consummated, may be
substantially to lessen competition in each of the relevant markets in
violation of Section 7 of the Clayton Act, as amended, 15 U.S.C. 18,
and Section 5 of the Federal Trade Commission Act, as amended, 15
U.S.C. 45, in the following ways, among others:

a. it will eliminate actual competition between Hoechst and Cela-
nese and between Celanese and others in the relevant markets; and

b. it will significantly enhance the possibility of collusion or inter-
dependent coordination among the remaining firms in the relevant
markets.

XI. VIOLATIONS CHARGED

24. The proposed acquisition of the capital stock of Celanese by
Hoechst would, if consummated, violate Section 7 of the Clayton Act,
as amended, 15 U.S.C. 18.

25. The Agreement of Merger described in paragraph 15 constitutes
a violation of Section 5 of the Federal Trade Commission Act, as
amended, 15 U.S.C. 45.

26. The proposed acquisition of the capital stock of Celanese by
Hoechst would, if consummated, violate Section 5 of the Federal
Trade Commission Act, as amended, 15 U.S.C. 45. [9]

Chairman Oliver was recorded as voting in the negative.
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DEecisioN AND ORDER

The Federal Trade Commission having initiated an investigation of
the acquisition of all of the issued and outstanding common and other
voting stock of Celanese Corporation (“Celanese”) by Hostachem Ac-
quisition Incorporated, an indirect wholly-owned subsidiary of Ameri-
can Hoechst Corporation (“American Hoechst”) which is a subsidiary
of Hoechst Aktiengesellschaft (collectively “Hoechst”) and the subse-
quent mergers of Celanese with Hostachem Acquisition Incorporated
and Hostachem with American Hoechst, and Hoechst and Celanese,
having been furnished with a copy of a draft complaint that the
Bureau of Competition has presented to the Commission for its consid-
eration, and which, if issued by the Commission would charge Hoechst
and Celanese with violations of the Clayton Act and Federal Trade
Commission Act; and [2]

Respondents Hoechst and Celanese, their attorneys, and counsel for
the Commission having thereafter executed an agreement containing
a consent order, an admission by 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

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondents
have violated the said Acts, and that complaint should issue stating
its charges in that respect, and having thereupon accepted the execut-
ed consent agreement and placed such agreement on the public record
for a period of sixty (60) days, and having duly considered the com-
ments filed thereafter by interested persons pursuant to Section 2.34
of its Rules, now in further conformity with the procedure prescribed
in Section 2.34 of its Rules, the Commission hereby issues its com-
plaint, makes the following jurisdictional findings and enters the
following order:

1. Hoechst Aktiengesellschaft is an alien corporation organized and
existing under the laws of the Federal Republic of Germany, with its
executive offices located at 6230 Frankfurt (Main) 80, Federal Repub-
lic of Germany. [3]

2. American Hoechst Corporation, a wholly-owned subsidiary of
Hoechst Aktiengesellschaft, is a corporation organized and existing
under the laws of the State of Delaware, with its executive offices
located at 1041 Route 202-206 North, Somerville, New Jersey.

3. Celanese Corporation is a corporation organized and existing
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under the laws of the State of Delaware, with its executive offices
located at 1211 Avenue of the Americas, New York, New York.

4. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of Hoechst and Celanese, and the pro-
ceeding is in the public interest.

ORDER
L

It is hereby ordered, That as used in this order, the following defini-
tions shall apply:

(a) "Acquisition” means Hoechst’s acquisition of shares of the com-
mon and other voting stock of Celanese, a merger of Celanese with
Hostachem Acquisition Incorporated and a merger of Hostachem
with American Hoechst. [4]

(b) “Polyester staple and textile filament fibers” means synthetic
fiber composed of polyethylene terephthalate, including both cut fiber
and continuous filaments, used in apparel, carpeting, upholstery,
home furnishing, or other textile applications, but not including
monofilament, spunbond, sewing thread, and high-tenacity industrial
filament (which includes industrial filament produced or sold by Cela-
nese’s Industrial Fiber business unit).

(¢) "Polyester textile fiber assets and businesses” means assets and
operations in the United States relating to the manufacture, distribu-
tion, sale, research and development of polyester staple or textile
filament fibers, including goodwill, customer files, patents, know how,
and the “Fortrel” trademark for Celanese’s and the “Trevira” trade-
mark for American Hoechst’s polyester textile fiber business, respec-
tively, as well as assets and operations related to the manufacture,
distribution, sale, research and development of polyethylene tereph-
thalate for use in the manufacture of polyester staple and textile
filament fibers.

(d) “Celanese” means Celanese Corporation, as it was constituted
prior to the acquisition, including its parents, predecessors, subsidiar-
ies, divisions, groups and affiliates controlled by Celanese and their
respective successors and assigns. [5]

(e) “Hoechst” means Hoechst Aktiengesellschaft, American Ho-
echst Corporation, Hostachem Acquisition Incorporated, their prede-
cessors, subsidiaries, divisions, groups and affiliates controlled by
Hoechst and their respective directors, officers, employees, agents
and representatives, and their respective successors and assigns.
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It is further ordered, That:

(A) Hoechst shall divest, absolutely and in good faith, within twelve
months from the date this order becomes final, either:

1. the following portion of the polyester textile fiber assets and
businesses in the United States of the Celanese Textile Fibers Busi-
ness Group, which group is included in the descriptions on pages 5-6
of the Celanese Corporation 1985 Annual Report on Form 10-K filed
with the Securities and Exchange Commission and on pages 12-13 of
the 1985 Celanese Annual Report:

(a) all assets at Celanese’s Florence (“Palmetto”), South Carolina
and Fayetteville, North Carolina manufacturing facilities; [6]

(b) All polyester staple production capacity, and all polyester te-
rephthalate production capacity currently used in the production of
polyester staple, at Celanese’s Salisbury, North Carolina manufactur-
ing facility and such additional assets as are currently used at that
facility in the production of polyester staple fiber and are requested
by the prospective acquirer provided, however, that Hoechst (i) is not
required to divest the assets at the facility that relate to the supply,
utilities and service arrangements and agreements that Hoechst is
required to supply in accordance with the provisions of paragraph II
(B) 3; (ii) is only required to permit the acquirer to use on a nonexclu-
sive basis (under a suitable license, lease, contract or similar arrange-
ment), and is not required to divest, current technology or know-how
at the Salisbury facility that is also used or usable in the businesses
of Celanese or Hoechst that are not being divested; and (iii) will not
be required to divest any portion of the Salisbury manufacturing
facility, or any assets at that facility, if the Commission in its discre-
tion determines that such divestiture is not required; {7]

(c) such assets at Celanese’s Dreyfus Research Park in Charlotte,
North Carolina as the prospective acquirer requests and will continue
to use in conjunction with the operations of Celanese’s polyester tex-
tile fiber manufacturing facilities that are divested to that acquirer;

(d) two of the type 30 POY spinning machines and associated wind-
ing equipment currently located and operating at Celanese’s plant
located in Greenville, South Carolina that the acquirer intends to use
to produce POY textile filament in the United States;

(e) such other Celanese polyester textile fiber assets and business in
the United States as are currently used by the Celanese Textile Fibers
Business Group and are requested by the prospective acquirer for
continued use in the administration, manufacture, distribution, sale,
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research and development, or technical support of polyester staple
and textile filament fibers, except such of those assets specified in the
following provision to this paragraph II (A) 1. [8]

Provided, however, that Hoechst shall not be required to divest:

() Celanese’s facilities at Shelby, North Carolina and (except as
provided in II (A) 1 (d), above) Greenville, South Carolina,

(ii) the “Fortrel” trademark unless the IT A 1 properties are divested
and the prospective acquirer requests the right to use that trademark
and then Hoechst is only required to provide suitable licenses or
similar arrangement for use of that trademark in the United States
for polyester staple and textile filament fibers; or

(iii) Celanese’s polyester textile fiber assets and businesses that
satisfy the following conditions: 1) either such assets are administra-
tive facilities that are not located at the facilities or locations specified
in paragraph II (A) 1 (a), (b) and (¢) or such assets consist of technology
or know-how, 2) such assets have been used or continue to be used in
conjunction with other assets of Celanese not required to be divested,
and 3) Hoechst provides the acquirer in lieu of [9] divestiture of such
assets suitable leases, licenses or similar arrangements on a nonexclu-
sive basis.

(The foregoing assets and businesses are hereinafter referred to as the
“II A 1 properties.”) or

2. All of the polyester textile fiber assets and businesses of Ameri-
can Hoechst, including:

(a) all of the polyester textile fiber assets and businesses of Hoechst
Fiber Industries (“HFI”), a division of American Hoechst; provided,
however, Hoechst is entitled to negotiate suitable arrangements with
the acquirer necessary to operate the retained assets and businesses
relating to the manufacture and sale of monofilament, spunbond and
solid-state resins;

(b) all polyester staple and textile filament production capacity at
American Hoechst’s, Spartanburg, South Carolina manufacturing
facility and such additional assets as are currently used at that facili-
ty in the production of polyester staple and textile filament fiber and
are requested by the [10] prospective acquirer; provided, however,
that Hoechst (i) is not required to divest the assets at that facility that
relate to the supply, utilities and service arrangements and agree-
ments that Hoechst is required to supply in accordance with the
provisions of paragraph II (B) (3); and (ii) is only required to permit
the acquirer to use on a nonexclusive basis (under a suitable license,
lease contract or similar arrangement), and is not required to divest,
current technology or know-how at the Spartanburg facility that is
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also used or useable in the businesses of Celanese or Hoechst that are
not being divested.

(c) all the capacity to manufacture polyethylene terephthalate
necessary to ensure a self sufficiency of supply for the divested assets
at the capacity levels that they currently operate; and

(d) such research and development assets at Spartanburg, South
Carolina as the prospective acquirer requests and will continue to use
in conjunction with the operations of American Hoechst’s polyester
textile fiber [11] manufacturing facilities that are divested to that
acquirer.

Provided, however, that Hoechst shall not be required to divest the
“Trevira” trademark uniess the IT A 2 properties are divested and the
prospective acquirer requests the right to use that trademark and
then Hoechst is only required to provide suitable licenses or similar
arrangement for use of that trademark in the United States for
polyester staple and textile filament fibers.

(The foregoing assets and businesses are hereinafter referred to as the
“II A 2 properties”.)

(B) In conjunction with the divestiture, Hoechst and Celanese shall:

1. assign to the acquirer of the II A 1 properties the Service Agree-
ment dated March 13, 1981 (and certain related agreements) between
Celanese and Monsanto Company;

2. provide any easements and rights of way that are requested by
the prospective acquirer and that facilitate the operation of the II A
assets; [12]

3. if the polyester staple operations of Celanese’s Salisbury facility
or the II A 2 properties are divested, provide the acquirer, at fair
market price, supply arrangements and utilities and service agree-
ments (such as nitrogen, inert air, process and drinking water, steam,
and waste treatment) that are requested by the prospective acquirer
for use in conjunction with the assets and businesses sold to the
acquirer; and

4. if the II A 2 properties are divested, provide the acquirer, at fair
market prices, supply arrangements for terephthalic acid and dimeth-
yl-terephthalate that are requested by the prospective acquirer for
use in conjunction with the assets and businesses divested to the
acquirer.

(Hereinafter referred to as “II B agreements”.)
(C) Hoechst and Celanese shall:

1. retain all liabilities arising from the operation of any of the IT A
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properties that are divested through and including, but not following,
the date of closing of the sale of such properties; [13]

2. ensure that all persons who accept employment with any acquir-
er of the IT A 1 properties shall become fully vested in their account
balances under Celanese’s Stock Bonus and Investment Plan Trust;

3. transfer from Celanese’s pension plan if the II A 1 properties are
divested, or from Hoechst’s pension plan if the II A 2 properties are
divested, to a pension fund(s) to be established by an acquirer or
acquirers of those properties assets equal to the actuarially accrued
liability as of the closing date, or otherwise secure the accrued pension
benefits, with respect to Celanese, or, as the case may be, Hoechst,
employees who accept employment with an acquirer or acquirers of
any II A property; and

4. encourage its employees who are employed at any divested IT A
property to accept employment with any acquirer(s) of any II A prop-
erty.

(D) Hoechst and Celanese shall maintain the viability and marketa-
bility of the assets required to be divested and shall not cause or
permit the destruction, removal or impairment of any assets or busi-
nesses to be divested except in the ordinary course of business and
except for ordinary wear and tear. [14]

(E)II A 1orII A 2 properties shall be divested to and II B agree-
ments and agreements provided for in paragraph II (A) made with, an
acquirer or acquirers, and only in a manner, that receives the prior
approval of the Commission. The purpose of the divestiture and agree-
ments is to ensure the continuation of the assets as ongoing, viable
enterprises engaged in the manufacture, distribution, sale, research
and development of polyester staple and textile filament fibers in the
United States and to remedy the lessening of competition resulting
from the Acquisition as alleged in the Commission’s complaint.

(F) If Hoechst has not divested the II A 1 or I A 2 properties within
the twelve-month period specified in II (A), Hoechst shall consent to
the appointment of a trustee by the Commission to divest the IT A 1
properties. In the event that the Commission brings an action pursu-
ant to Section 5(1) of the Federal Trade Commission Act, 15 U.S.C.
45(1), or any other statute enforced by the Commission, Hoechst shall
consent to the appointment of a trustee in such action. The appoint-
ment of a trustee shall not preclude the Commission from seeking
civil penalties and other relief available to it for any failure by Ho-
echst to comply with paragraphs II (C) through VI of this order.

(G) If a trustee is appointed by the Commission or a court pursuant
to paragraph II (F) of this order, Hoechst shall [15] consent to the
following terms and conditions regarding the trustee’s duties and
responsibilities:



AMERICAN HOECHST CORPORATION, ET AL. 15

4 Decision and Order

1. The Commission shall select the trustee, subject to Hoechst’s
consent, which shall not be unreasonably withheld. The trustee shall
be a person with experience and expertise in acquisitions and divesti-
tures.

2. The trustee shall have the power and authority to divest any II
A 1 properties or enter into any II B agreements and other agree-
ments provided for in paragraph II (A) that have not been divested or
entered into by Hoechst within the time period for divestiture in
paragraph II(A). The trustee shall have 18 months from the date of
appointment to accomplish the divestiture, which shall be subject to
the prior approval of the Commission and, if the trustee is appointed
by a court, subject also to the prior approval of the court. If, however,
at the end of the eighteen-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 by the court for a court-appointed trustee. Provided,
however, the Commission or the court for a court-appointed [16] trust-
ee may only extend the divestiture period two times.

3. The trustee shall have full and complete access to the personnel,
books, records and facilities of any business that the trustee has the
duty to divest, and Hoechst shall develop such financial or other
information relevant to the assets to be divested as such trustee may
reasonably request. Hoechst shall cooperate with the trustee, and
shall take no action to interfere with or impede the trustee’s accom-
plishment of the divestiture.

4. The power and authority of the trustee to divest shall be at the
most favorable price and terms available consistent with the order’s
absolute and unconditional obligation to divest and the purposes of
the divestiture as stated in paragraph II(E).

5. The trustee shall serve at the cost and expense of Hoechst on such
reasonable and customary terms and conditions as the Commission or
a court may set. The trustee shall account for all monies derived from
the sale and all expenses incurred. After approval by the Commission
or the court of the account of the trustee, including fees for his or her
services, all remaining monies shall be paid to [17] Hoechst and the
trustee’s power shall be terminated. The trustee’s compensation shall
be based at least in significant part on a commission arrangement
contingent on the trustee divesting the trust property.

6. Promptly upon appointment of the trustee and subject to the
approval of the Commission, Hoechst shall, subject to the Commis-
sion’s prior approval, and consistent with provisions of this order,
execute a trust agreement that transfers to the trustee all rights and
powers necessary to permit the trustee to cause divestiture and sign
agreements.
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7. If the trustee ceases to act or fails to act diligently, a substitute
trustee shall be appointed.

8. The trustee shall report in writing to the Commission and Ho-
echst every sixty days concerning the trustee’s efforts to accomplish
divestiture.

(H) The Agreement to Hold Separate, attached hereto and made a
part hereof as Appendix 1, shall continue in effect until such time as
(1) all the IT A 1 properties, except Type 30 POY spinning machines
at Greenville, have been divested by Hoechst or [18] a trustee pursu-
ant to this order, or (2) all of the IT A 2 properties have been divested
by Hoechst pursuant to the order.

II1.

It is further ordered, That, within sixty days after the date of service
of this order, and every sixty days thereafter until Hoechst and Cela-
nese have fully complied with the provisions of paragraph II of this
order, Hoechst and Celanese shall submit to the Commission a veri-
fied written report setting forth in detail the manner and form in
which they intend to comply, are complying with, or have complied
with that provision and those reports shall be accorded such confiden-
tial treatment as is available pursuant to Section 6(f) and 21 of the
Federal Trade Commission Act, as amended. Hoechst and Celanese
shall include in compliance reports, among other things that are
required from time to time, a full description of contacts or negotia-
tions for the divestiture of the paragraph II A properties, including
the identity of all parties contacted. Hoechst and Celanese also shall
include in compliance reports copies of all written communications to
and from such parties, and all internal memoranda, reports and
recommendations concerning divestiture. [19]

Iv.

It is further ordered, That for a period commencing on the date of
service of this order and continuing for ten years from and after the
date of service of this order, Hoechst shall cease and desist from
acquiring, without the prior approval of the Federal Trade Commis-
sion, directly or indirectly, through subsidiaries or otherwise, assets
used or previously used in (and still suitable for use in), or any interest
in, or the whole or any part of the stock or share capital of, any
company engaged in, the manufacture, distribution, or sale of polyes-
ter staple and textile filament fibers in the United States. Provided,
however, that these prohibitions shall not relate (i) to the construction
of new facilities, (ii) to the acquisition of assets outside of the United
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States, (iii) to the acquisition of any interest in, or the whole or part
of the stock or share capital of any company engaged in the manufac-
ture, distribution or sale of polyester staple and textile filament fibers
outside of the United States if such company has annual sales in the
United States of less than one percent of the then current respective
total United States annual sales of polyester staple fibers or polyester
textile filament fibers or (iv) to the acquisition of used assets that
Hoechst intends to relocate to existing or new facilities for use in
production of polyester staple and textile filament fibers if such used
assets have production capacity of less than one percent of the United
States’ then current respective capacity for the production of polyes-
ter staple fibers [20] or polyester textile filament fibers.

One year from the date of service of this order and annually there-
after, Hoechst shall file with the Commission a verified written report
of its compliance with this paragraph.

V.

For the purposes of determining or securing compliance with this
order, and subject to any legally recognized privilege, upon written
request and on reasonable notice to American Hoechst Corporation or
Celanese made to their principal offices, Hoechst and Celanese shall
permit any duly authorized representatives of the Commission:

1. Access, during office hours and in the presence of counsel, to
inspect and copy all books, ledgers, accounts, correspondence, memo-
randa and other records and documents in the possession or under the
control of Hoechst or Celanese relating to any matters contained in
this order; and

2. Upon five days’ notice to American Hoechst Corporation or Cela-
nese and without restraint or intereference from them, to interview
officers or employees of Hoechst or Celanese, who may have counsel
present, regarding such matters. [21]

VL

It is further ordered, That Hoechst and Celanese shall notify the
Commission at least thirty days prior to any change in the corporation
such as dissolution, assignment or sale resulting in the emergence of
a successor corporation, the creation or dissolution of subsidiaries or
any other change that may affect compliance obligations arising out
of this order.

Chairman Oliver was recorded as voting in the negative.
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DISSENTING STATEMENT OF CHAIRMAN DANIEL OLIVER

Two separate concerns lead me to dissent from final Commission
acceptance of the consent order in this matter. First, I do not believe
that Hoechst’s acquisition of Celanese is likely to lessen competition
substantially in the production, distribution or sale of either polyester
staple or textile polyester filament, the two relevant product markets
alleged in the complaint. The theory of the complaint is that the
acquisition—if not modified pursuant to the consent order—may have
this effect in the United States. However, strong competition from
foreign producers is likely to make it impossible for domestic produc-
ers—including the combined Hoechst-Celanese operation—to exer-
cise any significant degree of market power, whether to raise prices
above competitive levels or to injure competition in any other respect.
There is therefore no reason to believe that the acquisition violates
section 7 of the Clayton Act, and the consent order is unnecessary.

Second, the consent order will require the respondent—for ten
years—to secure Commission approval prior to acquiring virtually
any assets located in the United States that are used to manufacture,
distribute, or sell polyester staple or textile filament fibers. If, as I
have concluded, there is no reason to believe that the current acquisi-
tion would violate section 7, then there is no reason to require prior
approval of future equally innocuous acquisitions. The Commission
has recently determined that the appropriateness of prior approval
provisions depends on “industry market structure and market condi-
tions.”1 The record in this case does not establish that “market condi-
tions and market structure in [the covered markets] are such that all
such acquisitions . . . necessarily [would be] anticompetitive.”2

For both reasons, I therefore respectfully dissent from final approv-
al of the consent order in this matter.

ml International, 104 FTC 1, 224 (1984); accord, Hospital Corp. of America, 106 FTC 361, 514

(1985), aff'd, 807 F.2d 1381 (7th Cir. 1986), cert. denied, . U.S. __, No. 86-1492 (May 3, 1987).
2 See American Medical International, 104 FTC at 225; see also Hospital Corp. of America, 106 FTC at 513-17.
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IN THE MATTER OF
L’AIR LIQUIDE SOCIETE ANONYME, ET AL.

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

Docket C-3216. Complaint, July 15, 1987—Decision, July 15, 1987

This consent order requires, among other things, L’Air Liquide to divest some assets
to resolve any antitrust concerns in the production and sale of liquid gases and to
obtain prior Commission’s approval for similar acquisitions.

Appearances

For the Commission: Ernest A. Nagata.

For the respondents: Robert A. Lipstein, Coudeot Brothers, Wash-
ington, D.C.

COMPLAINT

The Federal Trade Commission, having reason to believe that I’Air
Liquide Societe Anonyme pour L’Etude et L’Exploitation des Pro-
cedes Georges Claude has undertaken an acquisition of the voting
securities of Big Three Industries, and a proposed merger of Big Three
Industries with a subsidiary of L’Air Liquide Societe Anonyme pour
L’Etude et L’Exploitation des Procedes Georges Claude, either of
which, if consummated, would result in a violation of Section 7 of the
Clayton Act, as amended, 15 U.S.C. 18, and Section 5 of the Federal
Trade Commission Act, as amended, 15 U.S.C. 45, and that a proceed-
ing in respect thereof would be in the public interest, hereby issues
its complaint pursuant to Section 11 of the Clayton Act, as amended,
15 U.S.C. 21 and Section 5(b) of the Federal Trade Commission Act,
as amended 15 U.S.C. 45(b), stating its charges as follows:

I. DEFINITIONS

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

(a) “L’Air Liquide” means L’Air Liquide Societe Anonyme pour
L’Etude et L’Exploitation des Procedes Georges Claude, its officers,
directors, agents, representatives, employees, successors and assigns

together with all subsidiaries it controls.
(b) “BTI” means Big Three Industries, its officers, directors, agents,
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representatives, employees, successors and assigns together with all
subsidiaries it controls.

(c) "Acquisition” means L’Air Liquide’s acquisition of the voting
securities of BTI.

(d) “Merger” means the proposed merger of BTI with a subsidiary
of L’Air Liquide.

(e) "Air separation gases” means oxygen, nitrogen, and argon in
gaseous or liquid form.

() “Merchant” oxygen, nitrogen, or argon means any such gas sold
in liquid form or packaged in cylinders.

II. L’AIR LIQUIDE

2. L’Air Liquide is a corporation organized and doing business
under the laws of France, with its principal office at 75 Quai d’Orsay,
Paris 75321 France.

3. L’Air Liquide is an 88% stockholder in Liquid Air Corporation
(*LAC”), a corporation organized and doing business under the laws
of Delaware, with its principal office at California Plaza, 2121 North
California Blvd., Walnut Creek, California.

4. For the year ending December 31, 1985, L’Air Liquide’s total net
sales were $2.8 billion, and its total assets amounted to approximately
$3 billion.

5. L’Air Liquide does business in four areas: industrial gases; weld-
ing and cutting; engineering and construction; and chemicals and
related activities.

6. L’Air Liquide, at all times relevant herein, has been and is now
engaged in commerce as “commerce” is defined in Section 1 of the
Clayton Act, as amended, 15 U.S.C. 12, and is a corporation whose
business is in or affecting commerce as “commerce” is defined in
Section 4 of the Federal Trade Commission Act, as amended, 15 U.S.C.
44.

III. BTI

7. BTI is a corporation organized and doing business under the laws
of Texas, with its office and principal place of business located at 3535
West 12th Street, Houston, Texas.

8. 1In 1985, BTT’s net sales totalled $384 million, and its total assets
were approximately $1 billion.

9. BTI has worldwide operations in three product areas: industrial
gas; oil field related tools, equipment and services; and welding equip-
ment and supplies.

10. BTI, at all times relevant herein, has been and is now engaged
in commerce as “commerce” is defined in Section 1 of the Clayton Act,
as amended, 15 U.S.C. 12, and is a corporation whose business is in
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or affecting commerce as “commerce” is defined in Section 4 of the
Federal Trade Commission Act, as amended, 15 U.S.C. 44.

IV. THE ACQUISITION AND MERGER

11. Pursuant to an Agreement and Plan of Merger dated August 12,
1986, L’Air Liquide has offered to purchase all outstanding shares of
capital stock in BTI for $29.00 per share. The parties have agreed,
upon completion of the tender offer, to merge L’Air Liquide’s wholly
owned subsidiary, AAL Acquisition Corp., into and with BTIL The
total value of the tender offer and merger is approximately $1.2 bil-
lion.

V. TRADE AND COMMERCE

12. Relevant lines of commerce in which to evaluate the effects of
the acquisition and merger are the production and sale of:

(a) merchant argon; and

(b) merchant oxygen and nitrogen. :

13. The United States is a relevant area in which to evaluate the
effects of the acquisition and merger in the production and sale of
merchant argon.

14. Relevant sections of the United States in which to evaluate the
effects of the acquisition and merger on the production and sale of
merchant oxygen and nitrogen are:

(a) the Southern Rocky Mountain region;

(b) West Texas;

(c) North Texas;

(d) South Texas; and

(e) Florida.

15. The production of merchant argon in the national market is
highly concentrated. In terms of production, the Herfindahl-Hirsch-
man Index (“HHI”) for 1985 in the national merchant argon market
was approximately 2500 and would increase approximately 125
points to approximately 2625 as a result of the acquisition and merg-
er.

16. L’Air Liquide and BTI both are actual competitors in the pro-
duction and sale of merchant argon in the national market.

17. The productive capacity of merchant oxygen and nitrogen in
each relevant section of the country is highly concentrated. In terms
of capacity, the HHI for 1985 in the:

(a) Southern Rocky Mountain merchant oxygen and nitrogen mar-
ket was approximately 2850 and would increase approximately 1050
points to approximately 3900 as a result of the acquisition and merg-
er;
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(b) West Texas merchant oxygen and nitrogen market was approxi-
mately 2150 and would increase approximately 1300 points to approx-
imately 3450 as a result of the acquisition and merger;

(c) North Texas merchant oxygen and nitrogen market was approxi-
mately 2350 and would increase approximately 700 points to approxi-
mately -:3050 as a result of the acquisition and merger;

(d) South Texas merchant oxygen and nitrogen market was approxi-
mately 3000 and would increase approximately 450 points to approxi-
mately 3450 as a result of the acquisition and merger; and :

(e) Florida merchant oxygen and nitrogen market was approxi-
mately 2600 and would increase approximately 900 points to approxi-
mately 3500 as a result of the acquisition and merger.

18. L’Air Liquide and BTI both are actual competitors in the pro-
duction, distribution and sale of merchant oxygen and nitrogen in
each relevant section of the country.

19. The barriers to entry into the production and sale of merchant
oxygen, nitrogen and argon in the relevant sections of the country are
significant. Impediments to entry arise from sunk costs, minimum
efficient scale plant size, demand elasticity and market size. These
factors operate together to create a situation where rapid, new entry
may not be available to restrain anticompetitive activity.

VI. EFFECTS

20. The effect of the proposed acquisition and merger may be sub-
stantially to lessen competition or tend to create a monopoly in the
production and sale of merchant oxygen, nitrogen, and argon in the
relevant sections of the country in the following ways, among others:

(a) actual competition between L’Air Liquide and BTI in the rele-
vant lines of commerce and relevant sections of the country will be
eliminated;

(b) actual competition between competitors in the relevant lines of
commerce and relevant sections of the country will be lessened;

(c) concentration in the relevant lines of commerce and relevant
sections of the country will be significantly increased; and

(d) the possibility of collusion or interdependent coordination
among the remaining firms in the relevant lines of commerce and
relevant sections of the country will be enhanced.

VII. VIOLATIONS CHARGED

21. The effect of the acquisition and merger may be substantially
to lessen competition or tend to create a monopoly in the production
and sale of merchant argon in the United States market and in the
production and sale of merchant oxygen and nitrogen in the Southern
Rocky Mountain region, West Texas, North Texas, South Texas and
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Florida markets in violation of Section 7 of the Clayton Act, as amend-
ed, 15 U.S.C. 18, and Section 5 of the Federal Trade Commission Act,
as amended, 15 U.S.C. 45.

DecisioN aAND ORDER

The Federal Trade Commission having initiated an investigation of
certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Competition
proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondent with
violation of Section 5 of the Federal Trade Commission Act and Sec-
tion 7 of the Clayton Act; and

The respondent, its attorneys, and counsel for the Commission hav-
ing thereafter executed an agreement containing a consent order, an
admission by the respondent of all the jurisdictional facts set forth in
the aforesaid draft of complaint, a statement that the signing of said
agreement is for settlement purposes only and does not constitute an
admission by respondent that the law has been violated as alleged in
such complaint, and waivers and other provisions as required by the
Commission’s Rules; and

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondent has
violated the said Acts, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of sixty (60) days, and having duly considered the com-
ments filed thereafter by interested persons pursuant to Section 2.34
of its Rules, now in further conformity with the procedure prescribed
in Section 2.34 of its Rules, the Commission hereby issues its com-
plaint, makes the following jurisdictional findings and enters the
following order:

1. Respondent L’Air Liquide Societe Anonyme pour L’Etude et
L’Exploitation des Procedes Georges Claude (“L’Air Liquide”) is a
corporation organized, existing and doing business under and by vir-
tue of the laws of France, with its principal office located at 75 Quai
d’Orsay, Paris 75321 France.

L’Air Liquide is an 88% stockholder in Liquid Air Corporation
(“LAC”), a corporation organized and doing business under the laws
of Delaware, with its principal office at California Plaza, 2121 North
California Blvd., Walnut Creek, California. '

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

ORDER

L

It is hereby ordered, That as used in this order the following defini-
tions shall apply:

1. "L’Air Liquide” means I’Air Liquide Societe Anonyme pour
L’Etude et L’Exploitation des Procedes Georges Claude, its officers,
directors, agents, representatives, employees, successors, and assigns
together with all subsidiaries it controls.

2. "Liquid Air” means Liquid Air Corporation, its officers, direc-
tors, agents, representatives, employees, successors, and assigns to-
gether with all subsidiaries it controls.

3. "Big Three” means Big Three Industries Inc., its officers, direc-
tors, agents, representatives, employees, successors, and assigns to-
gether with all subsidiaries it controls.

4. "Air separation gases’”’ means oxygen, nitrogen and argon in
gaseous or liquid form.

5. "Air separation gases plant” means a facility that produces air
separation gases.

6. "Merchant air separation gases” means oxygen, nitrogen and
argon sold in liquid form or packaged in cylinders.

7. “Merchant air separation gases producer’” means any person that
is engaged in all of the following: (i) production, (ii) distribution and
(iii) sale of two or more merchant air separation gases.

8. "Nerth Texas” means that portion of the State of Texas within
a 200 mile radius of Dallas, Texas, but does not include customers
currently served by Liquid Air’s Stafford or Odessa air separation
gases plants.

9. “Merchant Divestiture Assets” means the assets described in
paragraphs ITA and IIB of this order.

10. “Material confidential information” means competitively sensi-
tive or proprietary information not independently known to L’Air
Liquide and includes, but is not limited to, customer lists and price
lists.

II.

It is further ordered, That.:
A. Within 9 months from the date this order becomes final L’Air
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Liquide shall divest or shall cause to be divested, absolutely and in
good faith, all of its right, title and interest in the following properties.
Divestiture shall be made only to a buyer or buyers, and only in a
manner, that receives the prior approval of the Commission. The
purpose of the divestiture is to ensure the continuation of the assets
as ongoing, viable enterprises engaged in the same businesses and to
remedy the lessening of competition resulting from the acquisition as
alleged in the Commission’s complaint in this matter.

1. All of Liquid Air’s existing merchant air separation gases custom-
er, dealer and distributor contracts; excluding any contracts with
Texas Instruments, specifying a delivery location in the state of Tex-
as, together with associated storage vessels and cylinders;

2. Liquid Air’s air separation gases plants located in Odessa, Texas
and Stafford (Houston), Texas, together with associated distribution
equipment, and distribution equipment sufficient to serve Liquid
Air’s merchant air separation gases customers located in North Tex-
as;

3. Big Three’s West Palm Beach, Florida air separation gases plant
together with all associated distribution equipment, customer, dealer
and distributor contracts, and associated storage vessels and cylin-
ders; '

4. Big Three’s Albuquerque, New Mexico air separation gases plant,
together with all associated distribution equipment, customer, dealer
and distributor contracts, and associated storage vessels and cylin-
ders;

5. Big Three’s interest in the Palmer, Alaska air separation gases
plant and associated merchant air separation gases customer, dealer
and distributor contracts, storage vessels and distribution equipment.
Provided, however, that if the aforementioned interest is divested to
The Lincoln Electric Company, such divestiture will not require the
prior approval of the Commissioner under this order.

B. L’Air Liquide shall also make available in North Texas for a
period of up to 3 years from the date the divestiture of Liquid Air’s
existing merchant air separation gases customer, dealer and distribu-
tor contracts in North Texas is completed whether by L’Air Liquide
or by the trustee identified in paragraph V, up to 50 T/D of liquid
oxygen and 95 T/D of liquid nitrogen, which may be purchased by the
acquirer of the merchant air separation gases customer, dealer and
distributor contracts of Liquid Air in North Texas at a price equal to
the electric power costs of the supplying air separation gases plant
plus 5 cents/hundred cubic feet, F.O.B. the supplying plant.

C. Within 12 months from the date this order becomes final, L’Air
Liquide shall enter into a contract to sell to an unrelated third party
all argon to which Liquid Air is entitled under an Operating Agree-
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ment among Borden, Inc., BASF Wyandotte Corporation, Liquid Air
Corporation and LAI Properties, Inc., dated December 14, 1984, as
amended. Such contract shall be made only with a buyer or buyers,
and only in a manner, that receives the prior approval of the Commis-
sion. The purpose of requiring such contract is to remedy the lessen-
ing of competition resulting from the acquisition as alleged in the
Commission’s complaint in this matter.

III.

It is further ordered, That, pending the divestiture of all of the
assets described in paragraphs ITA and IIB, above, L’Air Liquide will
hold such assets separate and apart on the following terms and condi-
tions:

A. Within 30 days from the date this order becomes final, L’Air
Liquide shall cause all of its right, title and interest in the Merchant
Divestiture Assets to be transferred to a separate corporation (“Nu-
corp”), whose management and directors will be independent of and
separate from the management and directors of L’Air Liquide, Liquid
Air, or Big Three.

B. Nucorp and the Merchant Divestiture Assets shall be operated
independently of L’Air Liquide, Liquid Air or Big Three.

C. L’Air Liquide shall not exercise direction or control over, or
influence directly or indirectly, the day-to-day operations of Nucorp
or the Merchant Divestiture Assets, except as may be necessary (i) to
assure compliance with this Order, (ii) to prevent an event of default
under financing arrangements to which L’Air Liquide or any of its
subsidiaries is a party, or (iii) to prevent wasting or deterioration of
the Merchant Divestiture Assets.

D. Except as provided in paragraph III(C)(i)-(iii) or as required by
law and except to the extent that necessary information is exchanged
in the course of defending litigation or negotiating agreements to
dispose of Nucorp or all or any part of the Merchant Divestiture
Assets, L’ Air Liquide shall not receive or have access to, or the use of,
any “material confidential information” relating to the Merchant
Divestiture Assets not in the public domain. Any such information
that is obtained pursuant to this subparagraph shall only be used for
the purposes set out in this subparagraph.

E. Each transaction in the amount of $100,000 or more, or transac-
tions in the aggregate of $500,000 or more which are not otherwise
precluded to Nucorp by paragraph III(A)-(D), shall be subject to a
majority vote of the Board of Nucorp. Prior to the Board of Nucorp
approving any such transaction, such transaction must be submitted
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for review and approval by an officer of L’Air Liquide only for the
limited purpose of determining whether such transaction would im-
pair L’Air Liquide’s obligations under this order, including L’Air Lig-
uide’s ability to divest Nucorp or the Merchant Divestiture Assets, or
would create an event of default under any financing arrangement.
The submission of such proposed transactions to an executive of L’Air
Liquide shall be made in writing only, and L’Air Liquide’s response
shall also be in writing only, and copies of all such writings shall be
maintained by L’Air Liquide for two years following the divestiture
of the Merchant Divestiture Assets. The approval of an officer of L’Air
Liquide shall not be unreasonably withheld and shall be granted
within a reasonable period of time.
F. Subject to the other provisions of this order:

1. L’Air Liquide shall have the sole right to determine the terms of
sale of Nucorp or any of the Merchant Divestiture Assets, including
timing of sale and purchase price, and to cause Nucorp management
to enter into any agreements or arrangements, or to take any other
action, to fulfill L’Air Liquide’s obligations under this order, and

2. In the event L’Air Liquide has submitted one or more acquirers
of the Merchant Divestiture Assets or of Nucorp to the Commission
prior to the date this order becomes final, L’Air Liquide will not be
required to cause those assets for which it has a contract or contracts
to sell to be transferred to Nucorp, unless and until the Commission
denies approval of such acquirers. If the Commission denies such
approval, L’Air Liquide shall transfer the Merchant Divestiture As-
sets to Nucorp (a) within ten (10) calendar days, or (b) if L’Air Liquide
has not as yet transferred assets to Nucorp pursuant to paragraph
III(A), then L’Air Liquide shall be required to transfer the Merchant
Divestiture Assets described in this subparagraph in accordance with
paragraph ITI(A).

V.

It is further ordered, That L’Air Liquide shall not cause or permit
the wasting or deterioration of the assets and operations to be divest-
ed in accordance with paragraph II of this order in any manner that
impairs the marketability of any such assets and operations or im-
pairs in any manner the viability of the assets and operations as a
going concern engaged in the production, sale or distribution of indus-
trial gases. Provided, however, that deterioration in the ordinary
course of operation and normal wear is not a violation of this para-
graph.
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It is further ordered, That:

A. If I’Air Liquide has not divested all of the Merchant Divestiture
Assets within the 9-month period, or has not obtained approval for the
contract described in paragraph II(C) within the 12 month period,
L’Air Liquide shall consent to the appointment of a trustee in any
action that the Federal Trade Commission may bring 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. In the event the court
declines to appoint a trustee, L’Air Liquide shall consent to the ap-
pointment of a trustee by the Commission pursuant to the order.

B. If a trustee is appointed by a court or the Commission pursuant
to paragraph V(A) of the order, L’Air Liquide shall consent to the:
following terms and conditions regarding the trustee’s duties and
responsibilities:

1. The Commission shall select the trustee, subject to L’Air Liqui-
de’s consent, which shall not be unreasonably withheld. The trustee
shall be a person with experience and expertise in acquisitions and
divestitures.

2. The trustee shall have 18 months from the date of appointment
to submit for prior approval the divestiture of any undivested assets,
which shall be subject to the prior approval of the Commission, and
if the trustee was appointed by the court, subject also to the prior
approval of the court. If, however, at the end of the 18-month period
the trustee has submitted a plan of divestiture or believes that divesti-
ture can be achieved within a reasonable time, the divestiture period
may be extended by the Commission or by the court, if the trustee was
appointed by a court.

3. The trustee shall have full and complete access to the personnel,
books, records, and facilities relating to any undivested assets and
Nucorp or L’Air Liquide shall develop such financial or other infor-
mation relevant to the assets to be divested as such trustee may
reasonably request. Nucorp and L’Air Liquide shall cooperate with
the trustee and shall take no action to interfere with or impede the
trustee’s accomplishment of the divestiture.

4. The power and authority of the trustee to divest shall be at the
most favorable price and terms available consistent with the order’s
absolute and unconditional obligation to divest.

5. The trustee shall serve at the cost and expense of L’Air Liquide
on such reasonable and customary terms and conditions as the Com-
mission or a court may set. The trustee shall account for all monies
derived from asset sales and all expenses incurred. After approval by
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the court or the Commission of the account of the trustee, including
fees for his or her services, all remaining monies shall be paid to L’Air
Liquide and the trustee’s power shall be terminated. The trustee’s
compensation shall be based at least in significant part on a commis-
sion arrangement contingent on the trustee divesting undivested as-
sets.

6. Promptly upon appointment of the trustee, L’Air Liquide shall,
subject to the Commission’s prior approval and consistent with provi-
sions of this order, execute a trust agreement that transfers to the
trustee all rights and powers necessary to permit the trustee to cause
divestiture of undivested assets.

7. If the trustee ceases to act or fails to act diligently, the court or
the Commission may, upon its own motion or by motion of L’Air
Liquide, appoint a substitute trustee for the balance of the 18-month
period specified in paragraph V(B)(2) or any extension thereof.

8. The trustee shall report in writing to L’Air Liquide and the
Commission every sixty (60) days concerning the trustee’s efforts to
accomplish divestiture.

9. The trustee shall be authorized to retain independent legal coun-
sel and other persons for purposes of discharging the functions set
forth above. L’Air Liquide shall reimburse the trustee for the reason-
able value of all expenses so incurred.

10. If L’Air Liquide and the trustee are unable to resolve a dispute
regarding the reasonable value of his/her services or the reasonable-
ness of an expenditure or obligation incurred by the trustee in connec-
tion with his/her efforts to divest the plant or plants, then L’Air
Liquide and the trustee shall submit the dispute to the Commission -
for resolution. The trust agreement shall recite that the Commission’s
determination of the reasonable value of the trustee’s services or the
reasonableness of expenditures and other obligations incurred by the
trustee shall be binding upon L’Air Liquide and the trustee.

VL

It is further ordered, That, within sixty (60) days after the date this
order becomes final and every sixty (60) days thereafter until L’Air
Liquide has fully complied with the provisions of paragraphs II(A)-
II(C) of this order, L’Air Liquide shall submit to the Commission a
verified written report setting forth in detail the manner and form in
which it intends to comply, is complying or has complied with those
provisions. L’Air Liquide shall include in compliance reports, among
other things that are required from time to time, a full description of
contacts or negotiations for divestiture, including the identity of all
parties contacted. ’
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It is further ordered, That for a period commencing on the date this
order becomes final and continuing for ten (10) years from and after
the date this order becomes final, L’Air Liquide shall cease and desist
from acquiring, without the prior approval of the Federal Trade Com-
mission, directly or indirectly, through subsidiaries or otherwise, the
whole or any part of the stock or share capital of any United States
merchant air separation gases producer, or any of the merchant air
separation gases assets of any United States merchant air separation
gases producer, provided, however, that nothing in this order shall
require L’Air Liquide to obtain prior Commission approval for acqui-
sitions of (a) gas or any product for resale, (b) transportation, delivery
or storage equipment, (c) cylinders, (d) converters, (e) bulk customer
stations, or (f) plant equipment not incorporated in an operating mer-
chant air separation gases plant, and provided further that nothing
in this order or in the Commission’s order entered in Docket C-2990
shall require L’Air Liquide to obtain prior Commission approval if
L’Air Liquide increases its ownership in Liquid Air or causes Big
Three to acquire Liquid Air. One year after the date this order
becomes final, and annually thereafter, I’Air Liquide shall file with
the Commission a verified written report of its compliance with this
paragraph.

VIIL

It is further ordered, That for the purpose of determining or secur-
ing compliance with this order, and subject to any legally recognized
privilege, upon written request and on reasonable notice to L’Air
Liquide made to its principal office, L’Air Liquide shall permit any
duly authorized representatives of the Commission 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 L’Air
Liquide relating to any matters contained in this order.

IX.

It is further ordered, That L’Air Liquide shall notify the Commis-
sion at least thirty (30) days prior to any proposed change in the
corporation such as dissolution, assignment or sale resulting in the
emergence of a successor corporation, the creation or dissolution of
subsidiaries or any other change that may affect compliance obliga-
tions arising out of the order.
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DISSENTING STATEMENT OF CHAIRMAN DANIEL OLIVER

I would support a consent order in this matter that required the
respondent—for a prescribed period of years—to furnish prior notice
to the Commission before making additional acquisitions in the mar-
kets at issue. Unfortunately, the consent order the Commission has
accepted requires the respondent—for ten years—to secure prior
Commission approval before making acquisitions in those markets.
The Commission has recently determined that the appropriateness of
prior approval provisions depends on “industry market structure and
market conditions.”! I do not support imposing the prior approval
requirement in the consent order because it is not clear from the
record that “market conditions and market structure in [the covered
markets] are such that all such acquisitions . . . necessarily [would be]
anticompetitive.”2 I therefore respectfully dissent from final accept-
ance of the consent order in this matter.

! American Medical International, 104 FTC, 1, 224 (1984); accord, Hospital Corp. of America, 106 FTC 361, 514 )
(1985), aff'd, 807 F.2d 1381 (7th Cir. 1986), cert. denied, _ U.S. __, No. 86-1492 (May 3, 1987).
2 See American Medical International, 104 FTC at 225; see also Hospital Corp. of America, 106 FTC at 513-17.
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Complaint 110 F.T.C.
IN THE MATTER OF
TICOR TITLE INSURANCE COMPANY, ET AL.

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

Docket 9190. Complaint, Jan. 7, 1985—Decision, July 30, 1987

This consent order prohibits, among other things, Santa Ana, Calif.-based respondent,
First American Title Insurance Co., from setting any rates for title search and
examination and settlement services through any rating bureau in six states.
Additionally, First American Title Insurance Co. agreed to withdraw from the law
suit filed by the title insurance companies named in the 1985 complaint and
requires the respondent to notify the Commission at least thirty days prior to any
changes in the corporate respondent.

Appearances

For the Commission: Michael Antalics.

For the respondents: Paul J. Laveroni, Frank D. Tatum, & Karen
J. Kubin, Cooley, Godward, Castro, Huddleson & Tatum, San Francis-
co, Calif.

CoMPLAINT*

Pursuant to the provisions of the Federal Trade Commission Act,
as amended (15 U.S.C. 41 et seq. ), and by virtue of the authority vested
in it by said Act, the Federal Trade Commission, having reason to
believe that the respondents named in the caption hereof have violat-
ed the provisions of Section 5 of the Federal Trade Commission Act
and that a proceeding by it in respect thereof would be in the public
interest, hereby issues this complaint, stating its charges as follows:

DEFINITIONS

ParacraprH 1. The following definitions shall apply in this com-
plaint:

a. "Title search and examination services” means all activities
which are designed to identify and describe the ownership of a par-
ticular parcel of real property as well as any other actual or potential
rights to, encumbrances on, or interests in the property.

b. “Settlement services’” means those services related to the closing

* The Decision and Order following this Complaint applies to respondent First American Title Insurance Compa-
ny only. The Complaint against the other named respondents remain in litigation.
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of a real estate transaction, including but not limited to those services
performed in connection with or in supervision of the execution, deliv-
ery or recording of transfer and lien documents, or the disbursement
of funds.

RESPONDENTS

PaAR. 2. Respondent Ticor Title Insurance Company is a corporation
organized under the laws of the State of California, with its principal
place of business at 6300 Wilshire Boulevard, Los Angeles, California.

PaAr. 3. Respondent Chicago Title Insurance Company is a corpora-
tion organized under the laws of the State of Missouri, with its princi-
pal place of business at 111 W. Washington Street, Chicago, Illinois.

PARr. 4. Respondent Safeco Title Insurance Company is a corpora-
tion organized under the laws of the State of California, with its
principal place of business at 13640 Roscoe Boulevard, Los Angeles,
California.

PaRr. 5. Respondent First American Title Insurance Company is a
corporation organized under the laws of the State of California, with
its principal place of business at 114 East 5th Street, Santa Ana,
California.

Par. 6. Respondent Lawyers Title Insurance Corporation is a corpo-
ration organized under the laws of the Commonwealth of Virginia,
with its principal place of business at 6630 West Broad Street, Rich-
mond, Virginia.

Par. 7. Respondent Stewart Title Guaranty Company is a corpora-
tion organized under the laws of the State of Texas, with its principal
offices at Stewart Building, Galveston, Texas.

J URISDICTION

PAR. 8. Respondents maintain, and have maintained, a substantial
course of business, including the acts and practices as hereinafter set
forth, which are in or affect commerce within the meaning of the
Federal Trade Commission Act.

Pagr. 9. Title search and examination services do not constitute the
“business of insurance” within the meaning of the McCarran-Fergu-
son Act, 15 U.S.C. 1012(b).

Pagr. 10. Settlement services do not constitute the “business of in-
surance” within the meaning of the McCarran-Ferguson Act, 15
U.S.C. 1012(b).

ANTICOMPETITIVE ACTS AND PRACTICES

Par. 11. Respondents have agreed on the prices to be charged for
title search and examination services or settlement services through
rating bureaus in various states. Examples of states in which one or
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more of the respondents have fixed prices with other respondents or
other competitors for all or part of their search and examination
services or settlement services are Arizona, Connecticut, Idaho, Loui-
siana, Montana, New Jersey, New Mexico, New York, Ohio, Oregon,
Pennsylvania, Wisconsin and Wyoming.

ANTICOMPETITIVE EFFECTS

PaRr. 12. As a result of the aforesaid acts and practices, competition
in the sale of title search and examination services or settlement
services has been restrained in various states.

PAR. 13. The aforesaid acts and practices therefore constitute unfair
methods of competition in or affecting commerce in violation of Sec-
tion 5 of the Federal Trade Commission Act.

DecisioN AND ORDER

The Commission having heretofore issued its complaint charging
the respondent First American Title Insurance Company with viola-
tion of Section 5 of the Federal Trade Commission Act, as amended,
and respondent having been served with a copy of the complaint,
together with a notice of contemplated relief; and

The respondent, its attorneys, and counsel for the Commission hav-
ing thereafter executed an agreement containing a consent order, an
admission by respondent of all the jurisdictional facts set forth in the
complaint, a statement that the signing of said agreement is for settle-
ment purposes only and does not constitute an admission by respond-
ent that the law has been violated as alleged in such complaint, and
waivers and other provisions as required by the Commission’s Rules;
and

The Secretary of the Commission having thereafter withdrawn this
matter from adjudication as to respondent First American Title In-
surance Company in accordance with Section 3.25(c) of its Rules; and

The Commission having considered the matter and having there-
upon 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 First American Title Insurance Company is a corpo-
ration organized, existing and doing business under and by virtue of
the laws of the State of California, with its office and principal place
of business located at 114 East 5th Street, Santa Ana, California.

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

ORDER
L

For purposes of this order, the following definition shall apply:
“Affected States” means the states of Arizona, Connecticut, Idaho,
Montana, Ohio and Wisconsin.

II.

It is ordered, That respondent, its successors and assigns, and its
officers, representatives, and employees, directly or indirectly,
through any corporation, subsidiary, division or other device shall not
discuss, propose, set, or file any rates for title search and examination
services or settlement services through any rating bureau in any of
the Affected States, unless respondent can establish that such state
has clearly articulated and affirmatively expressed a policy permit-
ting collective rate filing through rating bureaus, and actively super-
vises this conduct.

III.

It is further ordered, That respondent shall within thirty days after
service of this order deliver a copy of this order to all its present
officers, directors, and personnel having any responsibility in deter-
mining rates as well as to the commissioner of insurance in each of
the Affected States.

IR

It is further ordered, That respondent notify the Commission at
least thirty days prior to any change in the corporate respondent such
as dissolution, assignment or sale resulting in the emergence of a
successor corporation, the creation or dissolution of subsidiaries or
any other change in the corporation which may affect compliance
obligations arising out of this order.

V.

It is further ordered, That respondent shall, within ninety days
after the order becomes final, file with the Commission a report, in
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writing, setting forth in detail the manner and form in which it has
complied with this order.
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IN THE MATTER OF
BUCKINGHAM PRODUCTIONS, INC., ET AL.

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

Docket 9194. Amended Complaint, July 30, 1987—Decision, July 30, 1987

This consent order requires, among other things, the Furlong, Pa. marketers of mail-
order weight reduction or weight control products, programs or services to cease
falsely representing the effectiveness of its programs, products or services without
competent and reliable evidence supporting such claims.

Appearances

For the Commission: Michael Dershowitz.

For the respondents: John J. Hare, Jr., Buckingham Commons,
Furlong, PA.

AMENDED COMPLAINT*

The Federal Trade Commission, having reason to believe that Buck-
ingham Productions, Inc., trading and doing business as Rotation Diet
Center; Furlong-Elliot Corp.; Freedom Center, Inc.; Plaza Business
Services, Inc.; N.F. Rotation, Inc.; Rotation-Freedom Diet, Inc., Health
and Diet Corp., Inc., corporations; Howard Elliot, individually and as
an officer of said corporations, (“respondents”); and Dr. Barry Bric-
klin, individually, (“expert respondent”) have violated provisions of
the Federal Trade Commission Act, and it appearing to the Commis-
sion that a proceeding by it in respect thereof would be in the public
interest, alleges:

PARAGRAPH 1.

(a) Buckingham Productions, Inc., trading and doing business as
Rotation Diet Center, 73 Valley Drive, Furlong, Pennsylvania; Fur-
long-Elliot Corp., 73 Valley Drive, Furlong, Pennsylvania; Freedom
Center, Inc., 78 Valley Drive, Furlong, Pennsylvania; Plaza Business
Services, Inc., 73 Valley Drive, Furlong, Pennsylvania; N.F. Rotation,
Inc., 73 Valley Drive, Furlong, Pennsylvania; and Rotation-Freedom
Diet, Inc., 73 Valley Drive, Furlong, Pennsylvania; and Health and
Diet Corp., Inc., 73 Valley Drive, Furlong, Pennsylvania are Pennsyl-
vania corporations.

* Complaint issued June 24, 1985. Published at 106 F.T.C. 115 (1985).
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(b) Furlong-Elliot Corp. dominates and controls the acts and prac-
tices of its wholly-owned subsidiaries, Buckingham Productions, Inc.;
Freedom Center, Inc.; Plaza Business Services, Inc.; N.F. Rotation,
Inc.; and Rotation-Freedom Diet, Inc.

(c) Howard Elliot is an officer of Furlong-Elliot Corp. Howard Elliot
formulates, directs and controls the acts and practices of the corpo-
rate respondents, including the acts and practices alleged in this
complaint. His address is 73 Valley Drive, Furlong, Pennsylvania.

(d) Dr. Barry Bricklin is a clinical psychologist, with a doctor of
philosophy degree in psychology, and a license to practice psychology
in Pennsylvania. He is now and at all material times has been an
associate professor of clinical psychology at Hahnemann University.
His address is 470 General Washington Road, Wayne, Pennsylvania.
Expert respondent Bricklin possesses an expertise in psychology, and
in the physiological and psychological aspects of dieting, superior to
that generally.acquired by ordinary individuals.

Par. 2. Respondents manufacture, offer for sale, and sell weight
reduction and/or weight control programs and products. Expert re-
spondent Dr. Barry Bricklin, for his part, developed some of the basic
principles upon which the weight reduction and/or weight control
programs offered for sale through the corporate respondents are
based. Expert respondent Bricklin has had a continuing role in the
marketing of these programs by serving as the Director of the pro-
grams’ Professional Advisory Board, and by providing advice concern-
ing the products and programs to Howard Elliot, to other respondents,
and/or to employees of the respondents as requested. In addition,
expert respondent Bricklin has aided in the promotion and sale of
these weight reduction and/or weight control programs and preducts
by providing as an expert in the field endorsements of the efficacy of
the programs and products that appear in advertisements. The adver-
tisements in which expert respondent Bricklin’s endorsements ap-
pear depict him as possessing an expertise in psychology, and in the
physiological and psychological aspects of dieting, superior to that
generally acquired by ordinary individuals.

Par. 3. Respondents have disseminated or caused to be disseminat-
ed, advertisements for weight reduction and/or weight control pro-
grams and products that include a “food” and/or a “drug” within the
meaning of these terms in Section 12 of the Federal Trade Commis-
sion Act. These advertisements, some of which contain expert re-
spondent Dr. Barry Bricklin’s endorsement, have been disseminated
(a) by United States mails, or in or having an effect upon commerce
by any means for the purpose of inducing, or which have been likely
to induce, directly or indirectly, the purchase of food and/or drugs, or
(b) by any means, for the purpose of inducing, or which is likely to
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induce, directly or indirectly, the purchase in or having an effect upon
commerce of food and/or drugs.

PAR. 4. The acts and practices of respondents and expert respondent
Dr. Barry Bricklin alleged in this complaint have been in or affecting
commerce.

Pagr. 5. Typical of respondents’ advertisements, but not necessarily
inclusive thereof, are the advertisements attached hereto as Exhibits
A through L. Specifically, the aforesaid advertisements contain the
following statements:

(a) “Women usually lose 8 to 20 pounds a month, men 12 to 25 pounds [on the
Rotation Diet).”

() “[ . .. The] ‘No Frills’ Rotation Diet Plan . . . works just like the original Plan.
It’s just as safe, just as effective. . . .”

(c) “Now you can truly eat whatever you want, as much as you want without feeling
guilty and you’ll still lose weight.”

(d) “The all natural diet—no drugs or medicine! The Rotation Diet is really SANE
and PROVEN SAFE!”

(e) “My total loss so far has been 62 pounds . . . There are thousands of Rotation Diet
Center Members who've lost as much weight as I have. Even more!”

() *Reach your goal then keep it off with the Rotation Diet Maintenance Plan.”

(2)“...[R]eal breakthrough [of the Rotation Diet] is the unique way it allows a person
to find his or her right weight and then stay there.”

(h) “Once you reach your weight goal, you only diet two days each week. Then as your
body adjusts to its new weight, you diet just one day a week. You'll be able to stay slim
all your life . . . comfortably and easily.”

(i) “Q. What do the [Rotation] tablets do?

A. They stop all hunger and increase your energy level.”

(j) “Rotation Wafers makes (sic) the diet work. They’re critical to the success of the
diet because they: STOP HUNGER (yet they’re not a medicine, drug, or shot, so they’re
perfectly safe) . . . ELIMINATE FATIGUE. . . .”

(k) “Take-A-Break Tablets are specially formulated to work with the Rotation Diet
and help to keep food from turning to fat. This means that for one day, two days, any
number up to 15 days, you can enjoy taking a break from your Rotation Diet. Soon as
you . . . get back on the Rotation Diet . . . in one week or less you’ll be back at your
‘Pre-Break’ weight.”

() “[1]t saves you more than it costs. . . . You’ll save more than you spend on this diet!
Most people cut about 40% off their food bill because they’ve cut down on expensive
foods during their three Balance Days a week.”

(m) “Q. How much weight can I really lose on the FREEDOM DIET?

A....[Als a rule, women usually lose anywhere from 8 to 20 pounds the first
month; men up to 25 pounds.”

(n) “The Freedom Chewable Tablets are the key to your weight-loss success. They
contain no medicine or drugs, yet they stop hunger and help you to feel good on your
diet day.”

(0) “Q. Can the FREEDOM DIET harm me in any way?

A. No. Our experience is that the diet when followed accurately, takes off weight
safely and naturally.”

(p) “After You Reach Your Goal, It’s Easy to Maintain. Once you've lost all the weight
you want, it’s easy to keep it off because FREEDOM DIET has a special Maintenance
Program. You'll reduce your Diet Days to 2 per week . . . then as your system adjusts
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to your new weight, you’ll cut back to just 1 diet day per week and you'll be able to stay
slim for the rest of your life!”

(@) “Here’s how the FREEDOM DIET works: This amazing diet actually let you eat
and drink what and whenever you want on TUESDAYS, THURSDAYS, SATURDAYS
AND SUNDAYS. You can have foods like spaghetti, ravioli, fettucini, and pizza. Bread
and potatoes too. And desserts like chocolate layer cake, ice cream, banana splits,
sundaes, pecan pie with whipped cream—whatever your favorites might be! You can
even have double helpings of everything because that’s the whole idea of the FREE-
DOM DIET. You’re FREE to eat anything you want, as much as you want 4 days every
week.”

(r) “Our ‘Make-A-Break’ Plan will help you maintain your weight for up to 15 days
when you have to take a break from FREEDOM DIET.”

(s) “[TThe majority of women [on the Rotation-Freedom Diet] fit within range of 8 to
20 pounds loss during the first month, men usually lose more.”

(t) “Take-A-Break Tablets [in the Rotation-Freedom Diet] let you go off your diet for
9 days without regaining.”

Par. 6. Typical of the statements in endorsements authorized by
expert respondent Dr. Barry Bricklin, which appear in respondents’
advertisements, and are attached hereto as Exhibits A and I, are the
following:

“Q. Does the Rotation Diet really work? Do people lose weight on it?

A. It works extremely well. But as any doctor with years of experience in weight
control knows, designing a way to lose weight is only a small part of the challenge. My
years of observation of this diet convince me that its real breakthrough is the unique
way it allows a person to find his or her right weight and then stay there. . ..

Q. How much weight can I lose?

A. Women usually lose 8 to 20 pounds a month, men 12 to 25 pounds. The amount
depends on many personal variables, including the total amount of weight you have
to lose. . ..”

Par. 7. Respondents’ advertisements also contain the following
statements, which purport to be actual and genuine testimonials from
customers of the Rotation Diet Center:

(@) * ‘The Rotation Tablets taste like Necco Wafers. They really stop my hunger and
increase my energy level. I feel good on my 3 diet days!” E.R., Boston, Massachusetts”

(b) I really pig-out on my free days—pizza, cheesecake, beer, potato chips. I eat to
my ‘heart’s content’ and have still lost 57 pounds!” N.M., Princeton, New Jersey”

(¢) * ‘I save enough on my 3 diet days to more then pay for the whole week. The diet
actually costs me nothing!” J.A., Stowe, Ohio”

(d) *“ ‘The all natural diet—no drugs or medicine! The Rotation Diet is really SANE
and PROVEN SAFE!' C.D., Wilmington, DE”

(e) * I just used your switching process to make Wednesday a FREE DAY—it worked
great!’ A.Z., Hartford, CT”

(f) © ‘T've been on maintenance for 6 months and it’s working great! I now have only
ONE diet day each week.” S.R., Los Angeles, CA”

(g) “ ‘T’ve lost over 70 pounds while eating all of the ice cream that I want 4 days every
week. THIS IS THE MOST SUCCESSFUL DIET EVER! P.A., Philadelphia, PA”
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(h) * ‘I’ve lost over 70 pounds while eating all of the ice cream I want 4 days every
week. THIS IS THE MOST SUCCESSFUL DIET EVER!’ D.C., Norristown, PA”

Pagr. 8. Respondents’ advertisements also contain photographs of
individuals accompanied by the following statements:

(a) * ‘I'm Dottie Woolslager. I'm thin for the first time since the kids came, and I know
T'll never be fat again. I found the Rotation Diet, the only diet I've ever been able to
live with. . . .>”

“‘I'm so pleased about what happened to me, I'd love to help it happen to you.

o

« 'I’m beginning to feel like a celebrity. Hundreds of people have been calling me
personally, asking, ‘Why did you pick the Rotation Diet?'. . .. They had read about me
and The Rotation Diet, and seen how successful I was. But they weren’t sure they could
actually do it themselves.

That’s why I volunteered to let The Rotation Diet Center relay calls to my home. I want
to help spread the word about this wonderful diet. . . .

P.S. P'm no celebrity. I'm someone exactly like you, who'’s just a few months ahead of
you on the Rotation Diet Program. ..."”

() “ ‘I'm Judy Ruthrauff. After the blrth of my last little girl, I couldn’t get rid of
23 pounds. I was always hungry, and I ate enormous amounts of diet food until 1
discovered The Rotation Diet. It really worked for me. It not only got the weight off,
it got me feeling good about myself again.’”

PAR. 9. Through the use of the statements referred to in paragraphs
five and seven, and other statements in advertisements not specifical-
ly set forth herein, respondents have made the following material
representations, directly or by implication:

(a) Consumers can eat unlimited quantities of food four days a week
and, regardless of how much they eat on those four days, still lose
substantial amounts of weight on the Rotation Diet, the Freedom
Diet, and the Rotation-Freedom Diet.

(b) Thousands of consumers on the Rotation Diet have lost sixty-two
pounds or more.

(c) Rotation Diet Wafers, Rotation Chewable Tablets, and Freedom
Chewable Tablets stop hunger.

(d) Rotation Diet Wafers, Rotation Chewable Tablets, and Freedom
Chewable Tablets eliminate or prevent fatigue.

(e) Rotation Diet ““Take-A-Break” tablets help keep food from turn-
ing to fat.

(f) The testimonials in paragraph seven represent actual and genu-
ine consumer testimonials from customers of the Rotation Diet Cen-
ter.

Pag. 10. Through the use of the endorsements authorized by expert
respondent Dr. Barry Bricklin, referred to in paragraph six, and other
endorsements in respondents’ advertisements not specifically set
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forth herein, expert respondent Bricklin has made the following
material representation, directly or by implication:

Consumers can eat unlimited quantities of food four days a week and,
regardless of how much they eat on those four days, still lose substan-
tial amounts of weight on the Rotation Diet, the Freedom Diet, and
the Rotation-Freedom Diet.

Par. 11. In truth and in fact:

(a) Consumers cannot eat unlimited quantities of food four days a
week and regardless of how much they eat on those four days, still lose
substantial amounts of weight on the Rotation Diet, the Freedom
Diet, and the Rotation-Freedom Diet.

(b) Only a small number of consumers on the Rotation Diet have lost
sixty-two pounds or more.

(c) Rotation Diet Wafers, Rotation Chewable Tablets, and Freedom
Chewable Tablets do not stop hunger.

(d) Rotation Diet Wafers, Rotation Chewable Tablets, and Freedom
Chewable Tablets do not eliminate or prevent fatigue.

(e) Rotation Diet “Take-A-Break” Tablets do not help keep food
from turning to fat.

(f) The testimonials in paragraph seven do not represent actual and
genuine consumer testimonials from customers of the Rotations Diet
Center.

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

And therefore, the representation contained in endorsements au-
thorized by expert respondent Dr. Barry Bricklin, set forth in para-
graph ten was, and is, false and misleading and expert respondent
Bricklin knew or should have known that said representation was,
and is, false and misleading.

PAR. 12. Through their use of the photographs and statements re-
ferred to in paragraph eight, and others not specifically set forth
herein, respondents have represented that the photographed in-
dividuals are satisfied users of the Rotation Diet and have endorsed
the Rotation Diet, but respondents failed to disclose that the photo-
graphed individuals were employees of respondents. Consumers
would not reasonably expect individuals so portrayed to be employees
of the advertiser and that fact might materially affect the weight or
credibility given to the endorsements. Therefore, respondents’ repre-
sentations, because of their failure to disclose such a material connec-
tion between respondents and the photographed individuals was, and
is, false and misleading.

Par. 13. Through the use of the statements referred to in para-
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graphs five and seven, and other statements in advertisements not
specifically set forth herein, respondents have represented, directly or
by implication, that:

(a) Usual weight loss for women customers of the Rotation Diet is
eight to twenty pounds per month, and for men is twelve to twenty-
five pounds per month.

(b) Usual first month weight loss for women customers of the Free-
dom Diet is eight to twenty pounds. A significant portion of men lose
twenty-five pounds the first month on the Freedom Diet.

(c) The Rotation Diet is safe.

(d) The Freedom Diet cannot harm consumers.

(e) The Rotation Diet, the Freedom Diet, and the Rotation-Freedom
Diet include maintenance programs that are effective in enabling
consumers to maintain weight loss.

(f) Consumers on the Rotation Diet “Take-A-Break” plan can cease
dieting for 15 days and after one week back on the diet, will have lost
all weight gained during those 15 days.

(g) Consumers on the Freedom Diet “Make-A-Break” Plan can
maintain their weight for up to fifteen days without any dietary
restrictions and regardless of the type and quantity of food consumed.

(h) The Rotation Diet saves consumers more than it costs.

(i) Most Rotation Diet customers save approximately 40% on their
food bill.

() Most women customers of the Rotation-Freedom Diet lose eight
to twenty pounds the first month on the diet, while most men lose
even more.

(k) Customers on the Rotation-Freedom Diet “Take-A-Break” plan
can cease dieting for nine days and can maintain their prior weight
without any dietary restrictions and regardless of the type and quan-
tity of food consumed.

(1) The majority of women customers of the Rotation-Freedom Diet
lose eight to twenty pounds the first month on the diet; men usually
lose more.

Par. 14. Through the use of the endorsements authorized by expert
respondent Dr. Barry Bricklin, referred to in paragraph six, and other
endorsements in respondents’ advertisements not specifically set
forth herein, expert respondent Bricklin has made the following rep-
resentation, directly or by implication:

Usual weight loss for women customers of the Rotation Diet is eight
to twenty pounds per month, and for men is twelve to twenty-five
pounds per month.

PaRr. 15. Through the use of the statements set forth in paragraphs
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five and seven, and others not specifically set forth herein, respond-
ents have represented, directly or by implication, that at the time of
making the representations set forth in paragraphs nine and thirteen
they possessed and relied upon a reasonable basis for those represen-
tations. '

PaRr. 16. Through the use of the endorsements authorized by expert
respondent Dr. Barry Bricklin, set forth in paragraph six, and other
endorsements in respondents’ advertising not specifically set forth
herein, expert respondent Bricklin has represented, directly or by
implication, that at the time of making the representations set forth
in paragraphs ten and fourteen he possessed and relied upon a reason-
able basis for those representations, consisting of an actual exercise
of his expertise in evaluating weight reduction and/or weight control
programs and products with respect to which he is expert, in the form
of an examination or testing of the programs and products at least as
extensive as someone with a similar degree of expertise would nor-
mally conduct in order to support the conclusions presented in the
endorsement.

Par. 17. In truth and in fact, at the time of the initial dissemination
of the representations set forth in paragraphs nine and thirteen and
each subsequent dissemination, respondents did not possess and rely
upon a reasonable basis for making such representations. Therefore,
respondents’ representations, as set forth in paragraph fifteen were,
and are, false and misleading.

Par. 18. In truth and in fact, at the time of the initial dissemination
of the representations set forth in paragraphs ten and fourteen and
each subsequent dissemination, expert respondent Dr. Barry Bricklin
did not possess and rely upon a reasonable basis for making such
representations. Therefore, expert respondent Bricklin’s representa-
tions, as set forth in paragraph sixteen were, and are, false and mis-
leading.

Par. 19. Expert respondent Dr. Barry Bricklin has received com-
pensation for the use of his endorsements in respondents’ advertise-
ments for weight reduction and/or weight control programs and
products. »

PaRr. 20. The acts or practices of respondents and expert respondent
Dr. Barry Bricklin as alleged in this complaint constitute unfair or
deceptive acts or practices in or affecting commerce and false adver-
tisements and endorsements in violation of Sections 5 and 12 of the
Federal Trade Commission Act.
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EXHIBIT A

Loe.rs Are Winners
With Rotation Center’s Revolutionary Ww‘v Loss Program

s easy because it’s the dlet you can live with.

You can eat anything you want. . .without guilt. . .without i mjunng
your health. . .without drugs. . .without being hungry all the.time.

There are no special foods to buy. . .no weighing out pomons .no
calorie counhng .no exercising. In fact people don’t even need to
4ow you're on a diet. Best of all, you're never more than 24 hours
away from the best meal of your Tife!

Think it's unpqssnble:? It's not! Read on for cdmple}e details. . . '
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With. Does It Really Work?

it Worked For Dot Woolslager. ..

and sha ate cheesecake. 'eftucine. ice cream sundaes. Tua Manas and all the other foods
that she loves' Here's Dot's labulous success story

| started the Rotanon Dret on Apni 23. 1979 By the enc ot *~e sumrer | had lost 45
pounds. dropping my waight Tom 85 10 135 Dounas i .as Jeq@rrIng 'O rexoin :he
human race.”

Since then [ have deer atik ‘G emicy & mOCITEC Taimeman
and stll My weight CORBRLES 10 1Se My rqinaijoa: «4s i
10 (23 DOUNAS wiTh 3 “ew 3041 G1 .15 |- 081 a1CtaIN! 52 DoL=cs 5¢ "ar
over 29 inches isee my C=art Deiow ! M 2imost J0wr "3t he sare 4Gt is amer | nas s
reenager My skin s “'gnt and [ 'eel great”

['m very Proua ol the way | 00k “Cw — anc 00KING JOOC ~anes ~e 2e ¥ ~C M. 3~ -,
5 8150 very DIOUC Cf *he Cramarnc tnange nineir "%ic Mom A=~gyt=c g~ ~
33 exiremely .raerstanding durng My ‘al ,ears
nack (And | enioy baing bacx !

1 ust bought a New dress — size 9 10 —that shows off =, e3s src |
1Rink how [ruly miracwous 1ne Rotation Diet nas >een or ~e

Not only have | iost 62 pouncs anc 29 plus inches. Sut e 2ee~ sne -
toods | love dunng thug det wthout “hat "ag@ng Juuty ‘eenng

The Rotation Dret has transtormed my ale and | xnow t ca0.a 2¢ “~¢ same 'ar .oy

Lanow re erovy tau rg
LCmttep

Ty A te

Dot’s matistics Betore Now
WEIGHT 188 oa. 123 e
WAIST u 26"
. HIPS [ %*
} CHEST 35° u
NECK 1 e
THIGH zr 15%°
CALF 13 'd
Dot now UPPER ARM 1z o
Dot before she started A2 pounds aghter
:he Roranon Dret

It worked for Arlene. ..
Here's Ariene H at 218 pounds
betore the Rotanon Dret And here she
s at 143 pounds Her 3oai = 125 and
Rotanon Dret s gomg to help her
get trere’

It worked for
Judy. ..

Here | am wath the siacks
| Lsed ‘0 wear betore the
Rotancr Dret Now I'm
23 oourds whter!
And it
worked for all

Name Pounds Lost Namme Pounds Lost
Pat "1 Ann 0
Artere H 33 Lnda 52
BY 310 30 days BD X0
Boo 0.n 1 weex jean 10N 2wks 24 tora
Barmy 25 & mantanmg Wibam %
Ann Q0 Judy %
Jure Tn o week Maure 5 m 2 aeeks
Mary Ruth 25 ana mamntaging
t v R Jerry ]
s Jarece 3n J weeks
amary 25 Jure p-3

Phus tens of rhousands more!

Wrh the Rotanon Dret. iosers are winners Woudn 1 you bke to
see your name aaded 10 our bst of wainners? Start the Rotanon Dret
now and it won't be long before you oo are saying, “Tm a iosing
wanner with Rotaoon. and | leel great!”

In fact, people from all walks of
life have become winners with
the Rotation Diet.

Just look at all the professions represented ™ Rotanon
Dreters from all across the country
nousewie

DRy SN
STEwaroess
dancer

oSV ICOgst
feq wsiate 3gent
w mO0! e e
—rster

3Car, a0rker
zernst
“~oreograprer
e 30CTIr
~axer

LTS

st.cert

‘eerager
SeaLncan
~oce!

30 Dersonaut,

el Y
ITeSs AW C MTer
TR Aran st

T feer nomal’” JF . ~ew York. NY |
“Tue lost ouer 70 pounds whse eatng ol the e —eam thar |
wary 4 days every week THIS S THE MOST SUCCESS

FUL DET EVERT PA.. Phiadeiha. PA
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e Diet You Can Live With. Does ft Re.ﬂly Work?

and sha ate chewsecake. 'etrucine. xce cream sundass. Tia Maras and all the orhet toods
that she loves' Here's Dot's labulous sccess story

| started the Rotanon Dret on Apmi 23. 1979 By the end ot *ne surm~er | nad lost 4§
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It worked for Arlene. .. In fact, people from all walks of
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EXHIBIT B

Read wbat glamomus

Barbara Eden
Star of ““I Dream of]e.mme and * Harpcr'V- lley’

about The Freedom Diet.

“No wonder homemal(erc, busmcss peo »
everywhere have chosen The Freedom ‘Diet.:

Now, You too can Discover Diet: Frccdom wnth 4

Simple and Affordable Freedom Diet. You can eat

“vou want 4 d.ns a week .md mll lnsm

49
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THE FREEDOM DIET™

Freedom Heady * Washington Crossing. P | 18977

215:794: 3253 or 215-794-3643

NOW FOR THE FIRST TIME YOU CANGET ALL
THE ADVANTAGES OF A ROTATION DIET
BUT AT A BARGAIN PRICE!

EEM LT

VoL 4 v"J\\ A

f‘” .Ul\:ll”h\' VLD ;|:|l,:l AN
-'ill Ve el \\' R L

' .
PR 111 PN

A,
N

Dear Friend

IFvou're ke me vou've read all about the "Rotation Diet” that so many people have heen using Tts trae
that it warks Bue s alo true that v’y expensine — vou have o pav o membesship fee in order to use
the diet program. and then o course vou have o pas o high price tor the diet nself

1S for thiy reason that 'mowatine vou todas Pmovens pleased o be ahle 1o tell vou ahout the
FREFDOM DIFT 1S the same kind ol diet c.ort e doesa t aont vou nearly as much You get the same
wvantages  the plan works the wime wannd the Freedom Chew able Tablets do the vme ok
The brg ditterence s the price’

It vou're wondering how we can mabe this atber et me explan You save mones because

® wedon thive b contlv newsdetters @ wedon thave i tree phone hine ® we don ©eend o sepanize

vitamims—rthey e ncduded as part of the Froedom Chesable Tablet @ we don tw aste mones on fanay
packawme @ w e don tcharee conavosth membership tee @ we don tpromie expensive Tday service s butwe
do process b orders wathin 3 davss

Butare vow wettine creal Rotamion Mier 7 Yes™ And icvou s il wee when von read the enclosed =roge.s.
there are thousands ab people swho have abrcady Tost mane ounds wath the FREFDOM DIF | 15en o
treed themselves ot anw anted weieht satels and casiv nd wved mones it the same time

Justlike me these people tound that the FREFDON DIF T ives them the freedom to eat whiie
wentht There's no more ichting will power  nomore wuidt no more need to chane sour fitests ie he
vou aan et whatever vouwant us much s vou want whenever vou want 4 davs 1w eck— g ludieg
Saturday and Sunday?

Tmagme fosime up o 20 pourels the fiese month
i

o having to give up all the tittening foods Loy ot o

Fine cihes and pres bread and potatoes e craam and Ginds pasta zzaoand other tast naad AL o

the FREEDONM DIF T vou can keep night on cating i these wondertul foods and stili one o enehe
Fren adter vou ve reached vour waghtloss ol vou needn toworn arout woming ] these sow e

pounds hack again FREEDOM DIF T has o speal weehe manteaance plan 1o keep vou sim

“Sowhat are vou wannng for? Read the enclosed brochure tor complete detnis and then vrder vour onn
FREEDOM DIF T Kix todas See for voursedt how vou aan have the treedom of cating whole voy
lose—w ithout 1t costing vou 4 tortune’

Sincerch
P ATEARIN
Barhara 1 Thompson
Director Freedom Dier Headguarters
P S W e enclosed aspecial personalized order torm and postage pard retarn en elope for v our com emierce
However ifvou wish. vou can call us at 215-794-3255 or 215-794-5643 and place vour order usmediare .«
Weaecept Visa, MasterCard. Amencan Fpress and Diners Club
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THE FREEDOM DIET™ Order Form

Freedam Dict Headquarters # W asnington Crossing Pennsvivania 19977

110 F.T.C.

Now You Can Eat Whatever You
Want...As Much As You Want.
Whenever You Want 4 Days A
Week And Sull Lose All Those
Unwanted Pounds!

And that's exactly what vou I get—the freedom
to eat whatever vou want while vou lose weight
« without exercising « without pills or drues
« without counting calories  without special
Y« without getting dizzv or tatigued
"THOLT GUILT Best or aif vou wet all tne
sntages of the  Rotation Diet " but at 1 2argan
ari.; These yre no membership tees o office visies
ar Jonsuitation tees

It's Easv To Begin
The FREEDOM DIET
Herl s all onemae oo

1 Compicie the ‘orm at right  There are addinonal
arder SNy N the reverse 1oF Sour triends |

2. % sure - i sour sredit ard ntormation and
-0 o sou are charging vour order

3 Muid vour order form 1 and pavment :f paving bv
_meck ur monev order) wn the handv postage paid
emeiune we ve provided for vour convenience

1t YOU PREFFR 0w can phone in yout onder
Jost call 205 794 3257 ar 215 794 3643 am
Qs of the wok incuding Saturdss and Sunday
erwin % am and [ pm caten ime

hatoser v do don't wat e langer Tabe

Gomr bt step o dier fecdom b

wan FREVIXN DIE T Kot cadae

& v ot

Mwit™ he FREEDOM

Name
Address Apt
Cuv State Zp

TYES! f want 10 get diet freedom with the FREEDOM DIET Please send e
she toilowing nnt awav
= 1 FREEDOM DIET KIT 4 week suppls:

33995 - we mav postage & nandling ... 11999 ot
= | FREEDOM DIET KIT + 2 weck imtroductory otfer )

51998 ~ 13 73 postage & handling
Where did vou first near about the FREEDOM DIET?

323 75 rotat

Please check ome:

T cheew - Z mones
OR CVISA TMAsiE
Cird 2

Date Swnsture

~oC O D simadecavaric .o FREEDOMDIET
CARD TAMERICAN EXPRESS TDINERSCLLB

expiration dte

Phone .

1w wien sou mas Jad 4 X0 ror each xittor LPS AIR deinvers it vou v« une ot
these states AL AK AZ AR CA CO FL GA HEID IL iN 1A KS KY LA,
MEMN MS MO MT NE NV MN ND OK OR $D TN TX LT WA MTWY

Additional order forms lor your friends on the back.
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EXHIBIT C

ROTATION CENTER
23

201800n Plza. viage of Funang. £4 *89

The diet E

you can
live with

You can lose 16-20 pounds
par month (comfontadyy.
happdy, eatng what you
like) and keeo 1 ofl with
THE ROTATION DIET™

P 8Up ‘
Bl :

=5

L

ROTATION DIET"

DOES IT WORK?

Dot Woomiager Lost 62 Pounds Whie Eabng Chessecaxs.
Fetuane. ice Cream Sundses. Tia Manss - A¥ The Foods She
Loves — Every Tuseday. Thursaay. Saturday Ang Suncay

| | ocezse
1292 ST vT €2 2T 1T
0Z|6L 8Ll 9L SL pi
gLz |LL,OL 6 8 L
'9iSsiv. e T} 3

S:IJ.MIJ. WS




BUCKINGHAM PRODUCTIONS, INC,, ET AL.

Amended Complaint

It worked for Dot Woolslager

Doty Fabulous Success Story

| started the Rotation Dist™ on Apni 23, 1979 By e end of
39 SUTYTEr | AaG ropped from 185 pounds 10 140 pouncs
and wis DegEYWNG 0 “reon the human race  Dunng hese
IMArvenng Monthe, | have been abie o enpPy 4 Mmoorfied
MAMENance program (Minus Gt 0ays) and stil My wexgnt
has CONDNUAG 10 Grop. | M NOW Gown 10 123 PoUNds with &
new goal of 115 pouNnas. (My ONgINal goal was 130 pounds |
My total 088 30 far has teen 82 pounds' AND hunareds of
nchesl (306 My Chant) My Siun 13 DONT and | ‘ews great’ : M
2UMOST AoWN 10 TV SHME WEGIT 28 when | wias 3 19eNager I ™
very proud of he way thal | 100K — and IoomINg QOO0 Maxes Me
feel gooa! My fmely 1§ 630 Oroud of Thig Gramanc change N
e "0k Mom. ARROUGh Mty husband Bob was extremery
undersLancing my “tar’ ysars, | know hat he snoYs
hapvng Pes “bnos ' back. (ANG | 8Oy Dewng Dacx'}

| just DOUQI & New Grerss - suze 9-10 (one Tat shows oft My
098] NG | COLIAN t hew Gt Tk how rRally MiracuIous Te
Rotation Diet™ haa deen. Not onty Nave | oa 62 pounds and
TUNGreas Of TICHEs DUt I've OSSN 2D 1O #NI0Y & Of T
1000 that | iove all dunng Te Gt - Chewsecaxe. fetucane.
©8 cream suncase. Tia Mana on the ook — sverythng
that | ove.

The Aotation Olet ™ has transfonmed My ite and it Can 00 e
same ko you.

ROTATION DIET™
LOSERS ARE WINNERS
L] 4 - wn 31 peenos ol A 30 OB
- Dermo - dmrmes

Statistics THEN NOW
WEIGHT 188 k4]
WAIST kD) 27
HIPS Q3 37
CHEST Y s
NECK 13 "
THIGHS 2 18
CALF 13 n
UPPER ARM 12 10

o TH AL O 0 G M M e Peasng Dowt_ )3 108 3w

T WORKED FOR THOUSANDS MORE WHO LOST AS LITTLE AS 5 AND AS
MUCH AS 110 POUNDS.

The Reotation Diet”
wﬂl work
» for YOU

<=

JUOT LOIT B FOUNDS - o1 NOW 4T =R Q0L
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Here’s how...

It’s easy! It’s successful!

‘And it saves you more than it costs!
EAT WHATEVER YOU WANT, AS MUCH AS YOU LIKE

Tuseday. y. Saturday ana Sunday are
“FREE DAYS*® You !l ast and annk what you
ke — OO0 f00d Of UMk f00d — ANYTING you
want. NOt just C8 Cream, Out 3 SUNCae with
AIOQ8 3ALCE. WHN WNIDDSC Cream. with nuts.

A CHeesetuIQer 413 french nes (Goubie order
o you re hungry). Preczets anc beer.

imagne! Everything you want to et in what.
€Ver QUANTDES yOu ChOCBS! ADSONtety N
lmasons!

@ Four *FREE DAYS* svery wee. You e
#4DNG he Wiy yOu ke 1D Sal.

@ *FREE DAYS* are your “reward deye.”
They maxs the diflerence befween you! styng

weg, you il get more and more *FRE!
DAYS* each wees — LD 10 3 Out of sevent

SPECIAL "FLEXIBILITY"
FEATURE

The Rotapon Dwt™ 3 the 'no-0ne-nas-1o-
WOW-yOu "e-On-a-0iet” Dut. Thar's because of
43 wonoe©tu! switchung day oty you
Maxe A sosCia cays o *FREE DAYS®
wTNOU MESING UD YO Gt

@ CONCrALS VTGRS wrih The Caxe

© HparDes, on n the sating and oy

@ dNe N AL KOWNG YOU CIN ChOoss
WyTung on e meny — N R Kay on

your st

©® s the sockryg & Chvetras. then st
yoursef.

1t won't e Nard for you 10 remermber your

And it saves you

LOSE WEIGHT FEELING GREAT

The odher three days a week — Monday.
Weanescay ana Frdsy — you N fosow our
special 3 powd 3

This ia whai maxes The Rotabon Dwet™ e gt
YOU CaN Ive with. You 3ee. 0n *FREE DAYS*
yOou ll readly ive 1uD. You i have a feast, sansty
ol your ravings. The next sy yOu won | have:
roubie oy WO YOur lavorts 100ds. Be-

® On Balance Days you'l Rave Rotanion
Weden,” Rotaton MuRrVitamna ™ and a
umber of Rotstion fooda In adamion, you!l
have unimited prvate consultanon oy
phone win the Rotation Dwt Center and
yOur Phoneinenc— very important pert of
your det.
@ Rotaton Walers ™ make the dwt work.
They re cecal 10 e 3UCCees Of the cvet
they'

STOP HUNGER (yer ey e not a mecicane.
Grug Or SNCL, 30 ey 8 Dertectly satel
PROVIDE ENERGY (1nrough & uniue compx-
AADON of heathul. high-energy. natural
INgrechents}

more than it costs!

ELIMINATE FATIGUE (you can do whaisver
yOu want on & Baiance Day from earty moming
o Lase &t negrt)
@ This 13 8 0#r30NaA2ed. Cusiom dret. nox &
"Ma33 Drogram” Nars 11 same Kor everyone.
amount of Rowason YOU Must Laxe
3 determwned Dy 4 Rotaton Ovet Canter
COUNSeIOr. based on The ENCIOESO QUESEON-
Nare NS en Med N by hana in your
MOMOSY § INSILCHON MANTDOOK.
@ Fotaton 10003 Maxe P el even esser 1o
iy with Choose fram a kst Tt ncruces & ful
. Rotaon

3000, SOMee. j0a Or water you wanl AGbonsl
foods we De 20Ged later by your personel
counseon

@ You it save more then yOu 308Nd ON this
gret! MOS! DeOPIe Cut 3DOUL 40% Off thew
1000 bili DeCAUSE INey've Cut Jown On
8108NNIve 1008 dunng ther three Baiance
Oays & woex That more than covers e
cost of The Ratation " Ana. with The
Rotation Diet.™ there are no office viuts or
#308ABVE CONILILANIONS YOu Got unnmited
1HEDNONE SLDOON 1NCILTRY N yOur Iow
weekly Cnargs.

@ No calorie counting

@ No forbidden foods

® No drugs or medicine

@ No weighing ot portions

@ NO gacigets or machines
@ No expensive office visits.

Enjoy unlimited advice, sup port
and encouragement

\w‘lh-m.bulu-tmhmolm Personal counseior

110 F.T.C.
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There ere 3 Very Special Ingrecients In
The Actetion Diet.™

THE ROTATION DIET CENTER, YOUR
PHONEFRIENDS AND YOU.

WINGU Raeng L

0 Comoere
Your wengfit with Somecne wee's. I &l dord

you
When you stwt ™e Rotasion Dier™ you
s memom of The Rouaton Dwet
Corsar. You Qut Complele membenshio—and
yOu never have 'o renew. You's 3 idetime

MemOership Seres

CALL THE ROTATION DIET CENTER

AS OFTEN AS YOU LIKE.
rou mex (800] 323-86262
(215) T94-3278 mou resam.vaes

Or contact sour Pronatrand. “hair names
ana AnuMObers are «NCluded in the DACKAQE.
@ Cail daily if you need 10.

Werve ToUnG N DBCOM WO X8ep in 1ouch with
the Rotation Dwet Canter or thew Phonefnenas
1086 WGt MOre QuIckly, ANd MOre. canly.
@ Enjoy your conversation

The Pronetmends Aeve actuslly Deen on The
Rotanon Diet” ihemaanes. SO IRy KNOw st

YOu want Your PRonefnend o your Mend who
LUFQErSIARCS INAT WP ETE NADORNIRG 1 e raat
of your ife aftects the 0rog/eas of your Ot
@ Calebrate your success.

Your Pnonelrend al congratuiate you
avery ime you O ang thenr jive a C'Q
ZNeer wher yOuvE 183SNET YOUr G031 wegnL
ang pecome the oerson you want 10 De
© Koep your waight oft.

Use the Rotation D-et Center 10 1elp you
MaiIntan your went '03a Even when you '
nO longer Oraenng suppEhies from us.

RECEIVE A FREE SUBSCRIPTION TO PARTYLINE

You B leasm al the L81est Jut news, CORect
members, QAT New ICIDS4. MaYDS 308

HERE'S WHAT YOU GETINY

@ Rowstion Warens™

2 Wtk Ot & woek SUDDly. You Choose e
Starting AMount 0N yOu! MEMbKIND
appicanon.

@ Rotauon Mul-Viaming™

AN 2 wibek O 4 weH SUDDYY.

@ Ingtruction K

8NCDOOK
menm.-nuwngmmmov
Rotabon

Waters ™ personally dlictied

. for you.
how 10 swrich days, now 1o #0d *FREE DAYS.*

Deauly 04, SNare e expenence &f omer Diet
YOur Own D@fO® and after PCIrEs pnnted

OUR ROTATION DIET™ KIT:

PLUS -

TELEPMONE CONTACT WITH
THE ROTATION DIET CENTER AND YOUR
PHONEFRIENDS.

Here's what you'll enjoy a8 3 Liistime
Member af The Ratation Oiet Center

® Free 1pWephone COMACT whenaves yYOu
want, a3 often a8 you tke—wretrer youne
on the dt 0N & MaINtenance

‘and much mone.

© Suckars for your *FREE DAYS® S T T

@ Cavercar fox 1 & @ Froe sub3CHDOON 10 e
::uwmnm.wnmumnm v e p
~"CALL THE ROTA TET CENTER FOR MORE INFORMATION
Ymm nciosed ow
(800) $23-6262 Seven daye 99

In Pa. Call (215) 794-278 Seven days 39

Or cail & Phonsiriend days. svenings,

Call the Rotaton Diet Centor and use you!
cregt card tocay (99 Easiem Timel Your
er @ procaased And 9N A3 way n ONE aav'

2 ror1 SPECIA

Find out about the special
rate for you énd 3 frtend on
e membership sppication
enciosed. (Green form.)
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“I'm so pleased about what
happened to me, I'd love to
help it happen to you."

110 F.T.C.
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Dear Friend:

I'm pegining 1o leel like a celebnty Huncreds of
peoDie have-been caling me personally. asking.

Why did you gick The Rotation Ziet™?" Dian 1 you
feet guity. @anng so Much on your *FREE DAYS®,
ang weren t you worred you wouion ! iose weight?
They nad reac about ~e ana The Rotaton Cet. ™ ang
seen now success'ul | was But they weren! sure
they could actually 0o 't themseives

That's why I yolunteerea to let The Rotation Diet
Center—ralay calis to my nome. | want to neip
spreadq the word apout this wongertu! dret.

So just call toll tree (800} 523 6262 (In Penna
(215) 794-3278) and as for Dot. I'm availabie
most days ana evenings pius ~eexencs. i hope I'll
be talking 10 you soon

Sincerely,
Dot Wooislager

61

Amended Complaint

P.S.rmnocetennty rmsomeone sxazt, g ,au
WwNO's just 3 few montrs aneac 3 .2 2 “-p
Rotation O:et” Program angim=cie.am ~_s_a.
— there are thousarag of Aclar o CoeRrar
mempers wno ve iost as Much we G~* 35 . ~a.a.
Even more' in fact. many of mese :
|oinec the Center as Prgnefreags <
them wauid be g1ad 1o spean !0 yo. -
theur names and numoers on :re s> seer

cer-a.e

In Pennsylvania the Center's Number is
(218) 794-3278

R2:_r~ Lcaress :o'aase print):
Name

Street —

3 8,
.\¢ 0"3.
F
= =
*..F
By =)
" I | moresrace
NECESSARY |
;

A THY 51
.

[
z
1
-
o
“
4
»
=
-
“

City

State __Jo

BUSINESS REPLY MAIL

FIRST CLASS PERMIT NO.6 FURLONG. PA

2CS"AGE AL BE PA10 By ACCRESSEE

THE ROTATION DIET CENTER
:Sr‘:;:); :;anz:sylvama 18928

- I
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FEDERAL TRADE COMMISSION DECISIONS

EXHIBIT D

g”" ""%
%l

“THE DIET YOU CAN UVE WITH!"

PERTYLINE

Published by the Phonairiend Rotation Dier®
ROTATION CENTER. Bucks Comnty, Penasyivania o (215) 794-3278 7 dave. 9 to 9 ¢ Outasde PA (800) 3234262 tol free. 7 dava. 9 t0 9

ROTATION DIET CALLED —
““MOST SUCCESSFUL DIET EVER!!”’

Here are some comments from the thousands
of people who are currently enjoying the
Rotation Diet:
I love the true freedom of being able to eat whatever |
want every TUESDAY, THURSDAY, SATURDAY and
SUNDAY!" MA.. Marresvws. Puasvtvams
“l leel normal”

IF New Yeu MY

“T've iost over 70 pounds while eating all of the ics cream
that | want 4 days every week. THIS IS THE MOST
SUCCESSFUL DIET EVER™  ,, mauara a

1've been on maintenance for 6 months and it's working

great! | now have only ONE diet day each week.”
L. Le Acgem. CA

**The Rotation Tablets taste like Necco Wafers. They really
stop my hunger and increase my energy level. | foul pood
on my ) diec days!"

LR, Demug, Mamenaseny
*t really pig-out on my free days — pizza, chewsecake,
beer, potato chips. | eat to my ‘heart’s content’ and have

stll lost 57 poundst”
. e e ey

I save enough on my 3 diet days to more than pay for
the whole week. The diet actuaily costs me nothing!”’
1A~ S O

“The ail natursi diet — no drugs or medicine! The
Rotation Diet is really SANE and PROVEN SAFE!"
CO. Wmmngaen, 0%

“1 just used your switching process to make
Wednesday a FREE DAY — it worked great!”

AL merviere. CT

“1t's wonderful to know that I'll never have to miss
another ‘eating day’ — no more birthday parties without

the cake!”
O.W . Mvw ragm. Asvavnars

Dr. ‘Barty Bricklin Joins Rotation Diet

Staff as DIRECTOR of our Professional
oo, Adsteory Baasd

Survy ymihe, AD ' o

‘Shoshuni Cobegs ol Priindaipiue. Prausnuly bu wrved on Se

= e Habnamern
of th Jutiwcoon

Mool Collogs «f Futadaiphin. Ha dus sumed @ emadun 1 popchaingy ® e
. diata e Be

Stame
Ouinmurs, 1 e Nosora Resemch
of Modcon snd ® T

Secuty ler

Bl
[ 444
L 2]
e
(211
4
x
l

YL
ppspisg
SUNGHBSNES

sy
i

i
it
L
i II

One Day Service
Fast and Personal

We know that when you deade to go on 8 dist you want 1o start
NOW! With this in mind we are geared-up 10 process ad new
orders the same day that they are received We stup UPS and
usually the order is delivered wathun a day or two in the East and
two or three days 10 the West Coast Many orden are acrually
delivered the nea day. .

How are we 30 efficent? Easy — we use people not computers!
My son Blair ordered a book from Time-Life and it took 6 weeks
before 1t was delivered He asked me every day for 6 waeeks
where his book was (he's 12) and | kept teling hum that
computers ke ime. He asked why they were used if they took
30 long and | explained that they wers needed in large-scale
operations. The Rotation Diet Canter s relatively small. All
together we are run by 75 peopie (up from 10 peopie only 12
months ago.) Don't expect Sears-Roebuck Whenyou cail usyou
get a person who ls on the Roazation Diet and CARES about
YOU! No g h - no — Just peopie
who carel

110 F.T.C.
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Amended Complaint

And jt saves you more
than it costs! LOSE WEIGHT FEELING GREAT

1hn oihet three days a weak—Monday, portectly satey

Wadnesday ang Frday—you'tt tottow PROVIDE § NERGY tintough 8 unique
out special 3 pomy progiam Combination ot heaithty), Zc:,o:o.os
Ihis 13 what makes the Rotation Drer nalural ingrechents)

the get yoy can hve with Yo sae, on m...{.2>~m FATH
;¥ REE DAYS® you really hvs it up Yoy _?:-.2! voo :SmCm hﬁu.mun%m.x

lata a1 nighty

much as you wan of hem—and
anylhing else—in iess than 24 hours
Ang temember, svery Juesday, .
Thursday, Saturday and Sunday are
T1ea Days! Ine Rotation Dio1” doesn'y
have fas! days. The “leed. ang last”
method of dieting doesn wotk it often

hunger pangs come, most people eng
UP aaling on Iheir fast days

The Rotation Digr™ gwes you BALANCE
DAYS

® On Batance Days you'ts have
PRotation Watars,” Rotation Muith
Viaamns® and a number of Rotation
taods in »&.:o:.\ you'tt have untimitad,
Drivale consultation by phone with the
Rotanon Digy Centar ang your
Phonetugng--g very impotiant partol
your they

® Rotaimn waters™ makes the ciet

work They'ra cuticel 10 1he success of o olfice vishs or axpea
1he diet because they. fetions Yoy el unfimiteqg 1slephone
STOP HUNGER iyel ihey're not o Suppon inciuded I Your low weekiy
medicine, drug or shot, so they're charge
Answers to your questions
'« How mch ceigh tanf smpacy Rotasen
Q v mucn aegh n epacio Doy e Mentangncy [ Oy
\; y *FRLE DAYS:, omee v
0wt & mond, man 101520 o 00 S Day
i!ﬂl“v!b!am Q. e . Oﬂ.ﬁuifal
] you! A
» You tahs
“ ous € campte, et A, They rgre. u..'-,ﬂ--zmpc..huﬂl
o e ﬂnc.d?lsls!“:.r” P00t T Pkt D
4y W Nl e et Sous. purs honey; o o oy o S cen bescrs grirg an
[yt bamo by 8 oA o e e, & ooy o
oyl . ang o. LI :l)x’:illi
Q. oy e T o " e A e, can fcome back et
ks my weight e ? e « Abschsety POl
N Do v e s yous e g " s e mariy .
. &0 1 pwnla Benicacnes pur 0w e oy Pt .
ey e N Eoorne
ot e, o. o Piutors ™ o ll’.géa‘

Mordey o Frige- “wance >A o They ™ M tachrad o

Here’s what you get in your
Rotation Diet kit:

@ Rolation Walers ™ 2 or 4 week Sunply PLUS~UNUIMITED TELEPHONE
You €hooss ihe staring amoynt Onyour  CONTACT WITH THE ROTATION DIET

membership a on CENTER AND YOUR PHONEFRIENDS,
@ Rolation Muitl-Vitaming.* A 11 2 waek
O 4 week supply.

ruction Handbook. Alf you needic  Here's what you's oy ae & Litetime
.“.”2 _uno.ea_:e ihe number N.. Rotation Member of the tion Diet Canter
i-i,o: porsanally allotted for you, how ® Free taiephone contact whenevar You
%0 swiich days, how 10 add *FREE DAYS*  wani as ohtan as you hke—whather you're

much more. on ine diel on a mamtanance program,
"..M__a..!u for your *FREE DAYS* 07 ot tecalving supphies at al
@ Calendar for the yoar. Record your ® F188 subscrplion 10 Ine
welight 1033, waich the fAumbaers drop Partying newsianer

|Call the Rotation Diet Center for

more information

{ Tou-rmee Catl the Rotatlon Diet Center and uye
000} 85236202 Sven daye 0.6 94 YOur C1odil Curd loday (9.9 Eastarn Timey
.M.-v.. Cat _nh.s wd.-uuwt mn.ga days Your order I3 processed ang an its way in
it & Phanelrieng y8, svanings, ONE dayt
L)
r,.:n_.a_:n woskands.

One day service—Fast and personal

N ,

Kid - 1 RIS ‘,

. - R~ 71 Wil ) e b
. Shipping Department Rotation Center
We know that when Y0u decide o go on g dist YOU want 1o start NOW! wimn this in
mind we are Q08180-Up 10 Drocess alt new orders the ssme day that they sre
wcelved. We ship UPS and Usvally the order is dslivared the next day
“How ars we 0 eflicienr? Easy—ws use peaple, not CoOmputars? My son Btay

#90). Dor't axpect Sears Roabuck When YOu Calt ys yoy get 3
on the Rolation Oim ang CARES about Your No answenng
achines—no Computers—just peopie who carel

L
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Amended Complaint

EXHIBITE

THE DIET
YOU GAN
LIVE WITH!

You can lose 16-20 pounds per month with The Rotation Dret.
without giving up your favonte foods.
Four days a week. eat what you like, as much as you like.

Tuesday, Thursday. Saturday and Sunday. eat and drink whatever
you like. good food or junk food. from pancakes to pizza to pastry.

Three days a week. Monday. Wednesday. and Friday. you follow

our special three-point program. The weight comes off and stays off.
+ No calories to count » No forbidden foods + No drugs

+ No foods 1o weigh - No gadgets - No faugue.

To start looking the way you want. call for your tree. no-obligation
informancn package.

CALLUS TOLL FREE.

{320) 523-5763

In Penna. call {215) 794-3278
Call 7 gays a week. fram 9AM 10 9PM

Dot ~oo's.ager
ce'ore at
185 oounas

Now cn the

Rotanon Diet

pran noiging
. sleady arizd-
Goar 1151bs

I'm Dottie Woolslager. I'm thin
for the first time since the kids
came, and | know I'll never be fat .
again. | found the Rotation Det,
the only diet I've ever been able
to live with.

Inctuded in the free intormation packet will
be lelepnone numbers of peopie e me #NO
are on the Rotation D:et g1 "ow ana cantelt
yOu about thew expernience with t OR. get your
tree intormation packet by hiling out the couoen
below

: Do It Right Now!
ROTATION DIET CENTER == s« -;.:- -

NATIONAL HEADQUARTERS '

| FURLONG, PA 18925 : . %
I Prase 1000 me your FREE NO-OBLQ:'O\n!mIoowwuw%:T_‘i
NamE
Pwose Prem
l ADDAESS
ciry STATE P

65
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Amended Complaint 110 F.T.C.

EXHIBITF

Nt
K ey O Buckingliam

Direct Response Advertising
Buckingham, PA 189120102 ¢(213) 7935913

SCRIPT FOR BUCKINCHAM PRODUCTS
60 SECCND DLET SPOT

PLEASE GET A PENCIL AND STAND BY.

I'M GOING TO TELL YOU ADOUT AN EXCITING NEW DIET THAT IS SWEEPINGC THE
COUNTRY. THERE ARE NOW OVER 100,000 PECPLE ON THE ROTATION DIET---AND
THESE PEOPLE ARE LOSING POUNDS WHILE EATING WHATEVER THEY WANT 4 DAYS
EVERY WEEK.

THAT'S RIGHT! CH THC RCTATION DIET EVERY TUCSCAY, THURSDAY, SATURDAY
AND SUNDAY ARE FREE CAYS WHEN YOU ARE ENTIRELY FREE TO EAT WHATEVER YOU

WANT--=-AND AS MUC!H AS YCU WANT. TUE OTHER ) DAYS YOU OPSRPATZ <N A
PERSCHALIZIZID OIZT THAT XEZZPS YOUR ENERCY HICH AND YOUR HUNGER LCW AND
YOU'RE NEVER MORE THAN TOMORRCW MORININC AWAY FRCM BEING ~8LCZ TO HAVE
WHATEVER YOU WANT. FOR A FREE BROCHURE CALL NOW TOLL FREZ.

.

300-323-%:-

>

THAT'S

800-522-52-5%

R
~

CNCZ ASAIM, FZR A~ FREE BRCCHURE CaLl
800-523-62-62

SEZ QUR AD IN THIS WEEK'S TV CUIDE
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EXHIBIT G

Take-A-Break
-l'ablets3> help to maintain

your current weight up to 15 days
if you must “Take-A-Break” from your
Rotation Diet?

That's right! You can now enjoy up to 15 consecutive Free
Days without regaining the weignt that you nave iost!

We know that there are imes when it's impossible to diet
- even Rotation Dier™

* Vacations with meals paid in advance.

* Last.second business ainnrers.

* When you're sick in the hospital.

* Just a feeling that you cant argue with ...

s All softs of pleasant imes. emotional times.
harg hmes ~ when it's just not the time to diet

NQ DRUGS OR MEDICINE

Take-A-Break Tablets' are soacially 'ormuiated 10 ¥Ork with '™e
Rotation Oier’ and neio 10 <e€o '500 **om 'urming 10 ‘at. This
means that tor Jre Sav wo Savs. anv ~umder LD I¢ ‘S Javs sC.
can enioy laning a Srean *om vOur Fotaton Jiet” SO0N as (Cu
c@turn — get Cack = ime RClalion J:el* and r Sre ween Sf ‘ess
you'll L@ Dacx al yOur ‘Pre-Breax’ aeight 1! t3xes 110 J bararce
days to nd your Cocy of re 1000 M3t was acTuMuIatea qurrg 3.
"Break Time "}

Order Now ...

You ShOuId have a SuDDlY m

ot Take-A-Brean Tadiete®

Qn mang tor those orDuy 332
$1lusLONS INat deveiop S Ouys (7 %a
21 1Pe 1331 Munute®

Oon 1 worry about xeeping Snohuies posage
IRg taDIETs IOUNT = wa hanoing

(Phey Rave untimitea 119!

67
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EXHIBITH

ROTATION CENTER % :

National Headquarters ® Rotauon Plaza e Furiong. Pennsyivama 18925

You were very wise to request information about our popular
Rotation Diet. ..

And because you acted at this time, you can now take aduantage of
a very special offer, including a valuable free gift

and a money back guarantee.

The ROTATION DIET is the only diet available to you that lets you
eat or drink anything you want 4 days a week and still lose up to 20
Ibs. a month!

No Pills. No calorie counting. No special foods. No weighing or
measuring. No exercising. No boredom. No gimmicks. NO KIDDING!

Dear Frend,

If you're ke me, and the thousands of people I've helped to lose weight, you've tried
everything to shed all those unwanted pounds. ..from calone counting and weighing foods to
carbohydrate, grapefruit, water, and iquid protem diets. But the problem with diets is just that.
They're diets! And as we all know, anything that demands that you alter your lifestyle = difficult
to stick with. And when you dur't, all those pounds and inches come right back!

The Rotation Program is the diet you can live with.

That's nght—the Rotation Diet & different from all the others because 4 days a week you eat and
drmk anything you want, as much as you want. Not ceery and carrots. but sundaes, pzza, french fres.
pa.wke.armhma(aﬂ.Mddawucm‘FREEDAYS'andzhevhe:osamygnmwxgsa
youcansmyumhﬂ\epvogarnandlognchanﬂmm\dyouwamm.

Unike other wehtloss plans, Rotabon Diet lets you celebrate brthdays with cake. . .dine out with no
restrictions. . .vacaton without limrtations. ..and enjoy partes without quit just ike everybody eise. .

“Dieting” 3 days a week to lose weight month after month, including 16 1o 20 pounds the
first month. Impossible? Not at all...[ve lost 62 pounds!

That's nght. Tve lost 62 pounds by using the Rotanon Plan. Three days a week | lolowed a
personalized werght-loss program usng Rotabon Wafers and Vitamins. [ didn't expenerce fabgue, dizzmess.
hunger or boredom. { lost the wexght | wanted o wahout guit and without drugs.

Plus. Twe kept off that urwanted weght. That's the beaury of the Rotanon Diet. They dont lesve you
“hgh 'and dry” aner you've reached your weight Joss goal ke most every other det.

O\VER. PLEASE
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Rotation Diet gives you an easy weight maintenance plan. too!

After you resch your goal. Rotapon Cemer will show you how easy 1 3 to keep that weght off
without anyont ever knowing and Without t nterierng with your destywe.

In additon. the Rotanon Diet 250 alows you 10 vacaton free of guit with owr specai TAKE.A.
BREAR pan. You can now saely put your et on howd ‘o up 1o 15 Cays when it just gnt conervert
Thars nght—Rotacons specai TakeA-Brean taoigs et you 2xe a_Dreax annout ‘eeng quity ana_wmnout
gunung back all the weght youve et
The Rotation Diet can actually save you more money than it costs!

With the Rotaoon Dier you can save more than you soend ‘or the diet. H you're ke most pecoie.
you'ncuxabou(W}cnmmoa:dmwuHcmwwnmcwnimM\gma
*BALANCE DAYS" exch weex

Plus, there are never any expensne consultabons or office varts to pay for. Owr TOLL FREE
HOTUNE aiso assures that you won't have any phone bus. and we quarantee you unimred use of ths
specai personal and confidenta senice.

Now's the rime 10 act!

[ hope you wil 'ake a ‘ew mnutes nght now to read my persoral stery and al the other mportant
niormanon \n e enciosed trochure. Then cal me ana T send out tne Rotabon Diet for you Or ¢ you
sreter. use the hancy dersonauzed order form that we've enciosed Ether way, don't put 1 off —you've gt
NOINING (0 0S8 exCeD! 3 101 Of uTwanted poOUNaS.

Sceren,

PS. Just ‘or taung he irSt sten to a new. dunner e, we wam 0 send you a beauttu FREE GFT .ane
at over 322.00. So con: put 1 orf for one more day. Cal or wnte to me now!

RDM3 R1
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EXHIBITI

S0l Nooimager 90 €33 42 3% ang

O RUIPIB s 23 D8 SOroary

x6CUINeS 31 Sashor Zerter and Org

L . e Jsart X Rotlon S a0 3 Man.
' enance Plan

Dot and Judy Introduce the
"NO FRILLS” Rotation Diet...

[t's the real thing—not an imitation/

Because of overwhelming product interest. wa've created a low cost “No Frilis” version of our
unique Rotation Diet Program. You still eat snything you want 4 days & week, and you still lose

It's still the diet you can live with DECaUSe you re Never more than 24 hours away from
eanng all the foods you love.

How Is This Possible?
You can now get this very popular, successhul diet ac 2 subscancislly reduced cost because

® chere is no membership fee

@ there are no expensive movie surs advertising our diec

® there are no expensive TV or rudio commercials

® there's no newsleteer

® there's no fancy peckaging

® there are no “free” gifta  increase the cost

® there's no free "800 phone number

® 1nd there are 0o separate vitsmuns—you chose your own multi-vicamin

Everything else abour the Rotation Diet remains the same—~you sacrifice nothing when it comes to
losing weight!

Compare Rotasion Dies Wish Otbers You See Advervised . . .

Do these other “miracle” diets cequire you 10 count calories? Prepure special foods? Do special
exercises? Take some sart of drug? Do without your favorite foods for weeks at 3 time? Make you
spend money and waste vaiuable time ac weight reduction sessions?

Rotation Diet doesn’t make you do any of these!

Please take a few minutes right now to read the enciosed Jdetails on this "NO FRILLS" Ratation
Diet Plan. You'll see that 11 works just like the original Plan :_m,\ml_e uge a3 eifective and

Just 25 exsy' Beat of all, you can now try it for as lictle as $19.98 So go shead—ORDER TODAY
What do you have to losy besides pounds?

| Ltubtdege. Mﬂw%

TSI mm“‘/zzz”’, .
WWM? 7“‘//""”"/

NF103-T
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,'gh‘\' 3(/,’:
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 warkad for Dis Wookligé, SHE ‘cle gwescMSllidoe, ice
:-‘mndiﬂ Tis Mariss snd all the oches foods rims ged Jovee!
marvod Ro Diet on April 23, 1979. By Uil of the
u‘nmlt::bu.::)m m&umn-mmmmml
-uhq-ﬂmmnm&ul-nn
rnhuﬂnmnmﬂaﬁtdmmmuaplm(kmr
mm.ﬂh‘nm

almost

ypeop!e... }
"I lout over 70 pounds. while esting all the ice cresw Bt | want 4
deys aweek THIS 15 THE MOST RIET BVRRS”

lnhnwmnmmlorﬁmwu\'«ﬂn“n
have oaly ONE diet day esch weeh™ oy
E&ﬂ-ﬂlwamm:ﬂiﬂr

Befuvd how good this works sod how eads &
W s’

“Thedies i : bt
Mmmm&mw

Ibel
hmdly

A. J. Robbine, M.D., rhorscic surgeon. nutriionust, supeniosndent of
a large haspital in NJ, and s member of the Proféssionsl Advisory
Board ol the Rotwtion Diet Ceater says. ..

bot and v with the Rorarion
Diet has enabled me (o arees ro its effectiveness as well as ics aafery.”

Phone Friends Help You Succeed

Available7 days » week, | 2 hours 4 day, Phone Friends will answer your
qGuestions, lend sapport and helpyw:!lek\uyou weighe- lowses. They
also guide you chrough holiday alterstions and swisches.

The Rotation Diet Will
Work For You, Too!

Here's how the Rotation Diet
works:

FREE DAYS

Tieszsy Thursdav, Suturisy amd Suadas grc I‘RH’ DAYS Youeat
2k waeser o ke —ginal
ANt Nedt at e cream. but 1 sundae
m fut L heeseDutger and frencn teies
ey Fretzens and beer. b

+ FREL I)\\~

Fot 4 tavs s acex soufe eating the s o e
Teaard s and thev are wnat vaaes i
nermeen sour sty ing on e it and arvang p M
1612 DELILME TREY FE Tt Wath e same Saaby N
Cdatiey f ired o buving speuial. ane
Fheres nene o thar witn e Rutstion [het

The Rutation Diec1s the Jdiet vou can live wien and stion witn Arter
Viu reach yuur weighi gual, you H get mure FREE DAY cach weew —
up ta ot of T

We wall the Rutation Diet the  no-one-has-t-know vou re on 2 diet
-fiet Thats Secause ut ity specal switching Jdav feature It lety vy
enin 31l special das without messing up sour et

It won ¢ be Jutficule toe vou to cemember vour FREE DAY
1k 2t the monrh sou {! see *hat FREE DAY
-etnumber “he uheu

Ty M T w T F ol
Free D.u | Feee | Diec ' Free  Diet | Free
_ D + Day 1 Das D ey Da
R . < .
- L .
. ~ - ~ '

euton are DIET DAYS On s
wrim whah ndudes R
anple quak teupes b
comee eaand wer

et sads

Rotstion Chewahte Fablets make the diet work They
wnes STOP HY NGER weed
(R 3 3 B

MAINTENANCE

nge av.ent gl W .
T=en s AIN o TN e Ay .
aiea Y RN IR N

TAKE-A-BREAK

71



FEDERAL TRADE COMMISSION DECISIONS

Amended Complaint

110 F.T.C.

Rotation Center's
Advisory Board
Director
Answers Your
Questions. . .

e Bares Brakiin 1s Derectur ot Rotation Geneer's Protessional Advisory
Buard Hus responsibilities are (v evaiate te plan and develop recomenda-
fns

Abiut [ vears ago Dr Bricklin weighed uver 220 pounds. He's $ 87 tall He
st 7S pounds with an earlier version of the Rotation Dier aad has
muntaned ms desired werght of 149 pounds for 12 years with the current
pun

Currently De Brickhin s an associate professar of psychology at Hahnemann
Medical Cullege in Philadelphia Previously he s served Jetferson Medical
Hospital. Walter Reed Aemy Huspital. E | DuPont Company. New York
Academy ot Medicine and the Culumbra Broadcasting Systern ~CBS:

Q. What are Rotstion € hewable [shlers -
A Then g .
.
N S sl

R

aeignt .

A NG O e
Ccapresa iz ome R

Prompt Confidential Service

Orders sre processed the day they are received’ We know that when sig

seade 10 ju 5 diet vou sant (o start NOW Wirh ths in mind. we are

rared to process 11l new orders the same day they are recerved We ship by
S which means chat usually vou receive vour materials in 4 (0 * davs

Why wait any longer?

We 1L ire U 0 VIt 80 vou pass ot a0y We et eer s
PETSUN AN REr SDour vt suckess ath the Rutation Die: ¢
a5 so0n

Nuatiensi Hesdquarters ® Retation Pla ®
Furlung Pennsvivan 1¥923 @ 115,794,020
T davsa week ¢ 0 im0 pm EST

DRTODAY! Ger che diet you can truly live with!
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. - N
lt's Easy To Get The The Real Kotation Dret
‘ 1 o O
Diet You Cia Live 11O FRICLS" Dlar
With . . - National Heaoquanters ¢ Rotation Plaza ¢ Furiong. Pennsyivania 18928
Here's How: .
smplete this brief order CJ YES' ! want to begia the NO FRILLS™ Rotation Diet Plan right away
Jrm Please send che following A
.. Don t forger to fill in the O NO FRILLS" Ratation Diet—2 Week Introductory Suppiv
* redit card information aod 51908 - $3 93 for postage & handhing ..~ T roTAL 32398
sign f vou are charging your O NO FRILLS™ Roration Dret—4 Week Suppiy $1994 )
ordet . Rotanion Center pays postage & handling ......... . TOTAL 83993
Mail vour order form ralong om7021000 rery

ayment if paving
o heck oy money order 1n CHANGE ANY
INCORRECT

the handy postage peid
envelope enclosed. INFORMATION

. USE STREET
D USERS: Andrea Sacks & APARTMENT
c&siaflgﬁ:nu by phoming in 2737 29th St Nw Apt 311 ADORESS —
your ocder. Call (213) 794-3293 or - Wwashingtor,, DC 20008 UPS CANNQT
121%) 794-8881 7 days 2 week 900 DELIVER 10

am. - 900 p.m. EST. PO BOXES

ADDITIONAL ORDER BLANKS Please Check One: (00 C.O.D)
ON REVERSE FOR YOUR FRIENDS

O Money Order O Check Paysble wo: ROTATION DIET
OR
DON"TTO%A}\IYT' - O MaswrCard O Viss O American Express O Dinen Club
ACT 4
TO GET THE DIET YOU Card ¥
CAN LIVE WITH! Expi Dae
torders processed wuthin .
23 hours.! L)
Dace. —Phooed( )

Tell a friend about the V1O FRILLS" Rotation Diet Plan . ..

If vou have friends or relaiives who would also like o get the diet they can live with, just have them use the forms below Then
maii ail orders witn sppropriate pavment in the enclused postage paxd reply envelope

NAME
ADDRESS APT
CITY STATE zp

NaPO) Sty 2 eawe LS Lannor sever

Q YES' | aant = pegin 'ne NO FRILLS™ Rowtion Mier Plan nght sway Please send the fotiowing
O NOFRILLS Rotation Diet—2 Week Introductory Supply $19 98 = $3 99 tor postage & hanching  TOTAL §1 73
O NOFRILLS Rotarion Diet—t Week Supply $39.95 Rounon Center pays postage & nanciing.  TOTAL $399¢

PLEASE CHECK ONE::no COD) O Monev Order O Check  Pavabie o ROTATION DIET
OR O MascerCard O Visa O American Express O Diners Club

Caed ® Expiracion Date

5 B Daze Phone 7

NAME

ADDRESS APT .
ary STATE up

No PO oter. pusse LPS cannor seniver ¢

©5' [ want (o begin the 'NO FRILLS” Rocation Diet Plan right away Please send the following
D FRILLS™ Rotation Diet—2 Week Introductory Supply 31998 = $3 95 for postage & handling.. TOTAL §23 93
«O FRILLS" Rotation Diet—4 Week Supply $39 95 Roauon Center psys postage & handhing . ... TOTAL $3993

PLEASE CHECK ONE:1na COD) O Money Order (O Check  Paysbie co: ROTATION DIET
OR O MasterCard O Visa O American Express O Diners Club
QG ¥ E p Date

$ Dare Phone # ()

NF103-02
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EXHIBIT J

Thr Rotation Diet Can Actually Save You
Vic Money Than Jt Costs!

That's ngnt! With the Rotation Diet you'll save
¢ than you spend on ttus diet It you're like

st people. you'l cut about 40% off your food bilt
2use you'll Ul Gown On expensive foods auring
a3 Batance Days each weei. And Ihat will

‘¢ than cover the. cost for the Rotation Diet
Pus. there are never any expensive office visits
:ansuitations Our TOLL FREE HOTLINE aiso

+ 3sSufes tNaL you won't even have any phone biils
Decause we guaraniee you uninmited use of this
service It's ncluoed In your iow weekly cosL.

So what 0o you have 1o lose besides a fot of
poundas? Call us 1003y of use the easy order Dlank
on page 13 1051an your Rotation Dret Remembey.
s0sers are winers with Rotation Diet!

“Everyons has one probiem o anothey Junng weglit
‘ozx, but on Lhe et you et the answers and & the
e you need”

LT, Tomu. Cama

“1iove the trus reedom of be) able o &t whatever |
- wa avery TUESDAY, THURSDAY, SATURDAY AND

SUNDAY

LA Rerswwn M

2se Weiznt. Feel Great and Improve You- Health. ..
a2 Rotation Plan is truiv 2 die: you can live with!

€3t anything you want and as mych as you want 4
kY N week — no mMtalions. no quilt

aie1 vy 3 Cays each week

o special louds 10 by

0 Qnugs, Ao megicines — Just natural ingredients
No weighing out DOIONS. MO COUNtING Caiones

enyoy better health and longer life

expenence weight 1oss without dizziness or fatigue .

save up 10 40% on your current food ills

reach your goal then keep it oft with the Rotation
Diet Ma:nignance Plan

£€njoy uniimied Re! ang suppon from your Rotation
Center Phonetrienas

oM SUy,

iRy

&

g

=

This 15 2 nersasaiasd diet it isn't the same for
evervbody A special Rotation Center Diet
Counselor will analyze your needs and set up your
el accoraingly

Ang remembet with the Rotation Diet you are
never more (Nan 24 nours gway Irom the best meal
of your e

FOR EASY ORDERING CALL
TOLL FREE 370-523-5763

Your new Phonefiiends are waiting 1o help you in
any way they can.

“Tve lost over, 70 pun® wils g ol the Jos
orsam that | wart 4 Gays svery week. THIS I$ THE'
MOST SUCCESSFR DIET-EVERn

PA. Puladuighie, P4

*fve bemn on maintenarce i 8 morts s Y
. working greaf 1 vOw heve ety ORE that dey ‘ench
wesk* !

L& Los Anguien, €4

110 F.T.C.
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CALL FOR MORE INFORMATION

TOLL FREE (800) 523-6262
In Penna. (215) 794-3278

Seven days a week from 9 AM. to 11 P.M. (Eastern time)
there is a Phonefriend ready to answer your questions or take your order.
Why not call nowl

A FRIEND CAN USE THE COUPON BELOW
TO ORDER AN INFORMATION PACKET LIKE THE ONE YOU RECEIVED

Yes. I'm.nterested in finding out mare ABOUL 2 diet that [ets me eat whatever | want every TUESDAY, THURSDAY,
SATURDAY and SUNDAY. Please send me the Aotation Diet Information Pecket. | understand that the Packet :3
FREE and that there '3 absoiutely no obi'gationt

Name

Street address Apt.

City State. Zp

Teiephone (optional) _{ ___)
area code

I Fiease fiil out this FREE request form and mail | ROTATION REP NUMBER
‘tin an enveiope to:

ROTATION OIET CENTER
I Furlong, PA 18828

or cail:
Toll Free (800) 523-6282
In Penna. (215) 794-3278

e =
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EXHIBIT K

JUDY RUTHRAUFF
PRESIDENT
ROTATION-FREEDOM DIET

““Four years ago | lost 23 Ibs on this diet while
eating whatever | wanted 4 days every week, More
amazing! I've stayed at my right wolght for 4 years
and | eat whatever | want 8 days a week!
| enjoy the freedom - and knowing that I'm in
control of my life, | also enjoy the way ! look ---
I’'m nota movie star but I’m the best ! can be. Our
files are filled with 100Q's of people who have
made this diet a part of their lives and are @njoying
themselves just as | do. Join us!
This diet has changed my life so dramatically that it
thrills me to be able to offer you the chance of
doing the same. To make it easier I'm establishing
a special introductory price of $9.95 (plus P&H)
fora full 2 weeks of the Rotation-+reedom Diet
Join me!"”

Here's how the diet works: 9‘%

Free Days . on Tuesdays Thursdeys Saturdays ena Sunders vou ear aaa grok

Nytng you want As 48 you want En pagnenm. nun. B8reaca Ang deasens xe
gooey banana sphia Secongy i1 0!
You are naver mor n 3:0 Jday away Irom your next exciting meal.

Da) 1Ust 3 days (Mondays. Wednesdars and Frdevsi
rou Die Rolanon-F/eedom Wewght Los Program
u’\_a o8t 181y Rotalion-Freedom Chewasie Tablein
her

e Even Real Fooaa stiowed on Diet Days
15109 i rwl 1nstruction Bookiet)
Rotation-Freedom Choub!o Tabiets are one o1
ine 1era 10 your whgnLiows success ey are 1oy
oy tor
the ﬂommﬁumm Dret They canum 5O MediCing Of drugs yer
Peip to maxe your Diet Days sasier
Great News, You can Switch Diet Days. . .Specist Occasions
Nohdays and weer-nime an 1ake precedence (The “Swilchung Pian”
'8 . the Rotation-Freedom Instruction Booiet)
Exciting Wc:ghr Loss m. First Month. Rate ol weight 1033 varies with
airrerant peapie, AQUIX 9! #QTAGLdmAY § 1838 G 810 20 pOurds

A Way go hamhm qum Loss Yco .tAe Rotation-Freedom Diet has

Duritn weig
Phone and: are here to hﬂa 12 N0ury 8 0ay. 7 0av3 8 week Most are 05 Our
diet and a1l 319 11 Jay-1G-CBY CONIAC! with MemMDErS WAO Nave 103! we:gnT

Extraorginary Success Stores
- Nloﬂ ' 1D8QAN 21 19) D0UNTR A4NiIE 93T TNANINIGe weatS 21er ! AM a1 17O 0OUNAR T iew's
1iore orogram *
B Eagar vour 3. omrr 3w e re war 138 00undn.n 27 weers ')

v 2o wors
00 2cu a8 om s

TP TR T T
Paui Lanman
Furorg 24 4923
0 -
W 2255
_\\~\\s\ o

S 3
| N ROD X ; R SO g = o — -
-

9 95

e
W ot teomn Somor sron
N T

v FREEDOM
DIET

PECIAL B asS s s
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EXHIBIT L

DIET GRAM

FREE GIFTS PLUS SPECIAL PRICE
... BUT YOU MUST ACT NOW!

Rotation-Freedom ... the diet people

ANNOUNCE
the breakthrough diet of the future!

FREEDOM Plus!
Food Freedom plus Quick Weight Loss

Just like Rotation-Freedom, you will enjoy 4 ABSOLUTELY
FREE EATING DAYS every week BUT NOW LOSE UP TO 3
TIMES AS FAST!! Every Tuesday, Thursday, Saturday, and
Sunday enjoy your ice cream, French Fries, cake and cookies
— whatever you want, and as much as you want WHILE YOU
LOSE 10, 20, 40, 60, or more POUNDS FAST!

All FREEDOM Plus! dieters are automatically eligible for
$500 weight loss prizes! You will receive complete information
with your suppiies.

Monday, Wednesday, and Friday you'll enjoy the all-natural
FREEDOM Plus! Chewable Tablets and eat real foods as out-
lined in your instructions. It’s pretty easy getting through the
Diet Day when you know that tomorrow you can eat whatever
you want!

We’'ve added Q-L 2001 to the Free Day. Q-L 2001 can be used
as a delicious soup or as a dip with crackers or vegetables. ITS
SPECIAL ALL-NATURAL INGREDIENTS HELP THE FREE DAY
FOOD MOVE RIGHT OUT OF YOUR BODY. Within 3 days you'll
see the change IN YOUR CLOTHES AND ON YOUR SCALE as
this dramatic new weight loss plan DOES ITS JOB!

77
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OVER 100,000 DIETERS WORLDWIDE HAVE
ENJOYED THE “DIET THAT LETS YOU
EAT WHAT YOU WANT 4 DAYS EVERY WEEK!”

ROTATION-FREEDOM. . .the DIET PEOPLE

Proudly Announce

The Breakthrough Diet of the Century

FREEDOM PLUS!

FOOD FREEDOM PLUS QUICK WEIGHT LOSS

Here’s How The FREEDOM PLUS DIET Works:

Frae Days. .. it really is tabulous because on Tues-
‘ays. Thursdays. Saturdays and Sundays you eat and
(ink anything you want. As much as you want. And still

lose weight. It's truly a diet you can live with.

Eat Anything You Want. ., eat spaghettl, ravioli.
pizza. Breads: potatoes. And desserts: chocolate mousse,
and ludge cake. Gooey banana splits. Pecan pie (with ice
cream if you want). Eat all your tavorites. Seconds if you
want.

‘s Fratastic, .. imagine: eat anything you want 4
days every week and still lose weight. Tuesdays,
Thursdays, Saturdays and Sundays are your Free Days.

“OU ARE NEVER MORE THAN ONE DAY
AWAY FROM YOUR NEXT EXCITING MEAL.

QL 2001!

On your Free Days you will sip 3 cups of QL-2001: 3
delicious soup that comes in chicken, onion and
beet flavors. The special all-natural tiber in the soup
helps to move the free day food right out of your
body!

D:et Days. .. on just 3 days (Mondays, Wednesdays
and Fridays) you follow the simple Freedom Plus Weight
*.0ss Program. On Diet Days, you eat tasty Freedom Plus
~hewable Tablets along with as much water. tea, coftee
ordiet soda that you want.

There Are Even Real Foods allowed on Diet Days
{listed in your Instruction Booklet). The Freedom Pius
Chewable Tablets are one of the keys 1o your weight-loss

success. They are sp y . food
tablets, manulactured only tor the Freadom Plus Center.
They cantain no medicine or drugs yat help to make your
Diet Days sasier. They are only available tor members of
this weight-loss plan.

Great News, .. You Can Switch Diet Days. Wow, that
is greal news... Special Occasions. Holidays, and
weektime parties take precedence. Your triends won't
even know you're on a diet. (The “Switching Plan” is in the
Freedom Plus Instruction Booklet).

A ¥ay To Mainlain Weight-Loss Too. ., the Freedom
Plus Diet has a built-in weight maintenance plan. Once
you have reached your goal you reduce your Diet Days to
~2."" then as your system adjusts to your new weight your
Diet Day Number is ~“1". You can than adjust any weight
changes by adding and subtracting diet days as you need
them. In other words. if you stick to the plan you should be
able to stay at the weight you want tor the rest of your life.
isn'tthatincredible!

Exciting Weight-Loss the First Y'onih. Rate ot weight
foss varies with ditlerent people, but the majority of
women usually tit within a range of 8 to 20 pounds loss
during the first month, men usually lose more.

r
S M T w T F S
Free Dist Free Dist Free Diet Free
l Oays Days Days Days Days Days Days
5

1 2 3 6
7 8 9 10 11 12 13
14 15 16 17 18 19 20

21 22 23 24 25 26 27
28 29 30 31

110 F.T.C.
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DOTand JUDY

Answer Your Questions

D1 diooryiager 03362 031 403 sty Auin
ru3 2) b3 Comaany Escot as “
n Biazs “ade an .
20039 0 Jeermneiming oroq,
ne FREEDOM PLUS Diwt Pran'

4 now a1

Q ¥hataboul vacations. parties and
other t mes a~en 1 wif de torced
‘o eat whatis served’

Q maw much ~azqnl €Ini-edls ose on tme FREEDO™ PLuS

TETALANY

Q Cantouv FREEDOM PLUS wa

. Ans siote "

Q. Should | consull my doctor befors start.

g the FREEDOM PLUS Oiet 81an7

0 How will *hig I ur moig ma =g
130 my wewgat Tas

tere's what dieters were telling us before QL-2001

linugine whar they ll be saying NOW?!!

“I'm very, very happy.
For the first tims 1n

my tite | can be inciud-

a ed in the "befors-atter’
3 fifa of 3 diet plan. |
have sent you three
more mempers.”

LIRS S PR

“I've lost 39 ibs. Your
diel was fantastic. |
have been on your
, maintenance program
lor over » year now
and I am holding my
weight right where |
want 1.

She heard about the
diet’s success stories
while working 1 our
shipping department
and decided (o tey .
Janet needed a oret
thal st her sa1
anything she wanted
while attending Dog
Shows. Dieting on
Mondays, Wednesdays
and Fridays was
pestect for her,

Fult capia
svaitabi

of 1hy

)y

Read What Other Happy Dieters Say
D2 Uibegan at 193ibs. A iitle iess
fhan thrae weeks fater ! am at 178 tas. It
leeis ternfic. (fove the program,™

T ttar 'your diet s the only one I've
vound that really works. I've 1ot 36 ibs. tn 22
weeks." (13 ibs. the first month.)

1She stopped smoxings i went
trom |1Z o 118 ibs. i'm now down fo 118
2nd feel great. | would recommend the diet
toanycne.”

*£35 @ Myw:"This 15 one drel you can really
five with and enioy yourselt whils on i1."
(Dress size down Irom 1810 14).
* Jann "I weighed 250 pounds when | frest
slarted the diet...and am now down to 200
pounds. . .from a waist size of 48 10 42. -
* Bernie: “...a loss of 61 paunas in 4
months. My waist dropped from 19°; 1o
32’1 nches.”

ANDIT CAN WORK FOR YOU TCO!
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FREE *14.**WEIGHT-MATE
LUS LOWER PRICES IF

I’m ready for Diet Freedom with the FREEDOM Plus Dlet! Please send me:

One 2 week FREEDOM Pilus Diet Kit including FREEDOM Plus
D Chewable Tablets, QL 2001, complete Instructions, information on

the free weight loss contest, and Diet Tips. 95
$1x5 plus $2.00 postage & handling. TOTAL S% ﬁ/é'jﬁvﬁ'

One 4 week FREEDOM Plus Diet Kit including FREEDOM Plus
D Chewable Tablets, QL 2001, complete instructions, information on

the free weight loss contest, and Diet Tips. 29 90£
$390 (we pay postage & handling). TOTAL $33Q0 '2[!‘4 ¢

LOS E Substitute one ot our wonderful milkshakes for any meal
FASTER' on your Frea Day. Contains the vitamins, minerais, and

tiber that you need! We'll send Vaniila, ]
' ary Chocolate and Strawberry! SAVE! |

(2 Week Plan) (4 Week Plan)
We pay postage & handling

I D 8 Shakes — Add $7.95- : D 16 Shakes — Add $14.95

Name
oo [B® TOLLB B
clt Stat Zip
1NoyP,0. Boxes pleass. UPS c-nano: deliver.) ﬁ F R E E
Please chack one:
 check . monay arder (no C.0.0.3 Credit Card Orders Only:
d le to: lus!
ViSA  Mastercard - AE: Diners Clu Call (800) 433-3378, Ext. 300
Card ¥ Exp. Date In PA call (215) 794-5643, Ext. 300 |-
. Signature ____ 9 AM to 9 PM Eastern Time 3
Phone #{ ) 7 days a week B
FREEDOM Plus! RoTATION-FREEDOM CENTER, HEALTH PLAZA, FURLONG, PA 18925
I NN EESEEES EESEANS SRS SN SRS
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37 Decision and Order
DEcISION AND ORDER

The Commission having heretofore issued its complaint charging
the respondents named in the caption hereof with violations of sec-
tions 5 and 12 of the Federal Trade Commission Act, as amended, and
the respondents having been served with a copy of that complaint,
together with a notice of contemplated relief: 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 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 com-
plaint, and waivers and other provisions as required by the Commis-
sion’s Rules; and

The Secretary of the Commission having thereafter withdrawn this
matter from adjudication in accordance with Section 3.25(c) of its'
Rules; and

The Commission having considered the matter and having there-
upon 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 Buckingham Productions, Inc., trading and doing
business as Rotation Diet Center, is a Pennsylvania corporation with
its principal office and place of business at 78 Valley Drive in Furlong,
Pennsylvania.

Respondent Furlong-Elliot Corp. is a Pennsylvania corporation
with its principal office and place of business at 73 Valley Drive in
Furlong, Pennsylvania.

Respondent Freedom Center, Inc. is a Pennsylvania corporation
with its principal office and place of business at 73 Valley Drive in
Furlong, Pennsylvania.

Respondent Plaza Business Services, Inc. is a Pennsylvania corpo-
ration with its principal office and place of business at 73 Valley Drive
in Furlong, Pennsylvania.

Respondent N.F. Rotation, Inc. is a Pennsylvania corporation with
its principal office and place of business at 73 Valley Drive in Furlong,
Pennsylvania.

Respondent Rotation-Freedom Diet, Inc. is a Pennsylvania corpora-
tion with its principal office and place of business at 73 Valley Drive
in Furlong, Pennsylvania.
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Respondent Health and Diet Corp., Inc. is a Pennsylvania corpora-
tion with its principal office and place of business at 73 Valley Drive
in Furlong, Pennsylvania.

Respondent Howard Elliot is an officer of the corporate respond-
ents. He formulates, directs and controls the acts and practices of the
" corporate respondents, and his address is the same as the corporate
respondents.

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

ORDER
I

It is ordered, That respondents Buckingham Productions, Inc., also
trading and doing business as Rotation Diet Center, Furlong-Elliot
Corp., Freedom Center, Inc., Plaza Business Services, Inc., N.F. Rota-
tion, Inc., and Rotation-Freedom Diet, Inc., and Health and Diet
Corp., Inc., corporations, their successors and assigns, and their offi-
cers, and Howard Elliot, individually and as an officer of the corpora-
tions; and respondents’ agents, representatives, and employees,
directly or through any corporation, subsidiary, division, distributor-
ship or other device, in connection with the advertising, offering for
sale, sale or distribution of any weight reduction or weight control
product, program, or service, in or affecting commerce, as “com-
merce” is defined in the Federal Trade Commission Act, do forthwith
cease and desist from:

(A) Representing, directly or by implication, that:

(1) Any consumer can eat any quantity of food and still lose weight
or maintain that weight loss, without an accompanying and proxi-
mate, clear and prominent disclosure that the consumer’s weight loss
or ability to maintain that weight loss depends on a reduction in
caloric intake in the short term and an overall reduction in caloric
intake over the long term.

(2) Thousands of consumers, or any number of consumers, have lost
or maintained a specified amount of weight loss, or range of weight
loss, unless such is the case.

(3) Any such product, either alone or in conjunction with any weight
reduction or weight control program or service, will stop hunger or
otherwise function as an appetite suppressant, or will eliminate or
prevent fatigue, unless such is the case.

(4) Any such product, either alone or in conjunction with any weight
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reduction or weight control program or service, will help keep food
from turning to fat, unless such is the case.
(B) Representing, directly or by implication, that any person has
endorsed any such product, program or service, unless that person has
committed that endorsement in writing and has authorized, in writ-
ing, its use in promotional or advertising materials, and unless re-
spondents have good reason to believe that at the time of their
representation that person continues to subscribe to the views pre-
sented.
(C) Failing to disclose any material connection, where one exists,
~ between an endorser (except for a celebrity endorser) of any such
product, program or service and any respondent; provided, however,

"that a "material connection” shall mean, for purposes of this order,
any relationship between an endorser of any such product, program
or service, and any entity marketing such product, program or service
which relationship would not reasonably be expected by consumers
and, if known by consumers, might materially affect the weight or
credibility given to the endorsement.

(D) Representing, directly or by implication, the usual or average
weight loss, or range of weight loss, obtained or obtainable from any
such weight reduction or weight control product, program or service,
unless at the time of making such representation respondents possess
and rely upon competent and reliable survey or other scientific evi-
dence that substantiates the representation.

(E) Making any representation, directly or by implication, regard-
ing the efficacy, safety, or performance of any weight reduction or
weight control product, program or service, the content or mode of
action of any weight reduction or weight control product, program-or .
service, or the monetary savings that may or will result from the
purchase or use of such product, program or service, unless at the
time of making such representation respondents possess and rely
upon competent and reliable survey of other scientific evidence that
substantiates the representation.

For purposes of Part I of this order, "competent and reliable” evi-
dence shall mean tests, analyses, research, studies, surveys, or other
evidence, conducted and evaluated by qualified persons in an objec-
tive manner and using generally accepted procedures.

II.

It is further ordered, That for three years from the date that the
representations to which they pertain are last disseminated, respond-
ent corporations, their successors and assigns, and their officers, and
the individually named respondent, and respondents’ agents, repre-
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sentatives and employees shall maintain and upon request make
available to the Federal Trade Commission for inspection and copy-
ing: :

1. All materials that were relied upon to substantiate any such
representation. v

2. All test reports, studies, surveys, or other materials in their
possession or control that contradict, qualify, or call into question
such representation.

III,

It is further ordered, That respondents shall notify the Commission
at least thirty (30) days prior to the effective date of any proposed
change in respondents such as dissolution, assignment, or sale result-
ing in the emergence of a successor corporation, the creation or disso-
lution of subsidiaries, or any other change in the corporation(s) which
may affect compliance obligations arising out of the order.

Iv.

It is further ordered, That respondents and their successors or as-
signs, shall forthwith distribute a copy of this order to each of their
operating divisions, to all officers, agents or representatives who are
engaged in the preparation and placement of advertisements or pro-
motional materials, to all employees who communicate with custom-
ers or potential customers as part of their employment respon-
sibilities, and to all distributors of products manufactured or market-
ed by respondents.

V.

It is further ordered, That the individual respondent named herein
shall promptly notify the Commission of the discontinuance of his
present business or employment and of his affiliation with a new
business or employment and that, for a period of 10 years from the
date of service of this order, the individual respondent named herein
shall promptly notify the Commission of each affiliation with a new
business or employment whose activities include the advertising, en-
dorsing, promotion, offering for sale, sale, or distribution of any
weight reduction or weight control product, program, or service, and
of his affiliation with a new business or employment in which his own
duties and responsibilities involve the advertising, endorsing, promo-
tion, offering for sale, sale, or distribution of any weight reduction or
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weight control product, program or service, with each such notice to
include the respondent’s new business address and a statement of the
nature of the business or employment in which the respondent is
newly engaged as well as a description of respondent’s duties and
responsibilities in connection with the business or employment.

VI

It is further ordered, That respondents and their successors or as-
signs, shall, within sixty (60) days after service of this order, and also
one (1) year thereafter, file with the Commission a report, in writing,
setting forth in detail the manner and form in which they have com-
plied with this order.

Commissioner Bailey was recorded as voting in the negative.
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IN THE MATTER OF
PURITAN-BENNETT AERO SYSTEMS COMPANY

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

Docket C-3217. Complaint, Aug. 25, 1987—Decision, Aug. 25, 1987

This consent order prohibits, among other things, an El Segundo, California seller of
fire and smoke protection masks from making deceptive advertising claims that
any emergency escape mask or hood can absorb, remove or filter out any hazardous
gas associated with fire, or that any mask or hood can protect users from any fire
hazards, unless the claim is substantiated and supported by a scientific test. Re-
spondent is required to retain for three years all test reports or materials it uses
as substantiation for claims and is also required to make specified disclosures on
its packaging and in advertisements.

Appearances

For the Commission: Joel Winston and Susan Cohn.

For the respondents: Daniel C. Weary and Robin Foser, Blackwell,
Sanders, Matheny, Weary, & Lombardi, Kansas City, Mo.

COMPLAINT

The Federal Trade Commission, having reason to believe that Puri-
tan-Bennett Aero Systems Company, a corporation (“respondent”),
has violated the provisions of the Federal Trade Commission Act, and
it appearing to the Commission that a proceeding by it in respect
thereof would be in the public interest, alleges:

ParacraPH 1. Respondent Puritan-Bennett Aero Systems Compa-
ny is a California corporation with its office and principal place of
business at 111 Penn Avenue, El Segundo, California. It is a wholly-
owned subsidiary of Puritan-Bennett Corporation.

Par. 2. Puritan-Bennett Aero Systems has been engaged in the
advertising, marketing, distribution and sale to the public of the Es-
cape Fire and Smoke Hood (“Escape Hood” or “Hood”).

Par. 3. The acts and practices of Puritan-Bennett Aero Systems
alleged in this complaint have been in or affecting commerce.

PAR. 4. Typical of Puritan-Bennett Aero Systems’ advertising and
promotional material for the Escape Hood, but not necessarily all
inclusive thereof, is the attached Exhibit A. The aforesaid material
contains the following statements:
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a. “IN CASE OF FIRE: ESCAPE! Introducing ESCAPE Fire and Smoke Hood, the
best way to increase your chance of surviving a fire.”

b. “ESCAPE is designed to protect eyesight, minimize panic and filter out toxic fumes
for a reasonable amount of time. With this extra time, your chances for escape from
fire are greatly enhanced.”

c. “Fires can generate searing, intense heat. Worse they normally develop dense
clouds of smoke. And the burning materials give off poisonous fumes. Without effective
protection against these hazards, your chances for escape will be slim indeed. Now you
can have that effective protection against fire and smoke! It’s called ESCAPE, and it
is . .. capable of . . . removing 99% of all smoke particles and absorbing most toxic
gases.” )

PaRr. 5. Through the use of the statements referred to in paragraph
four and others in advertisements not specifically set forth herein,
Puritan-Bennett Aero Systems has represented, directly or by im-
plication, that: :

a. The Escape Hood will absorb or filter out all significant noxious
or poisonous gases associated with fires.

b. The Escape Hood will protect the user from all significant haz-
ards associated with gases in fires for a reasonable amount of time.

PAR. 6. In truth and in fact:

a. The Escape Hood will not absorb or filter out all significant
noxious or poisonous gases associated with fires, because it does not
absorb or filter out carbon monoxide, a lethal gas associated with
fires.

b. The Escape Hood will not protect the user from all significant
hazards associated with gases in fires for a reasonable amount of time,
because it does not absorb or filter out carbon monoxide, a lethal gas
associated with fires.

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

PaRr. 7. In the advertising and sale of the Escape Hood, Puritan-
Bennett Aero Systems has failed to disclose adequately to consumers
that the Hood does not absorb or filter out carbon monoxide, a lethal
gas associated with fires. This fact would be material to consumers in
their decisions on whether to purchase or how to use the Escape Hood.
The failure to disclose this fact, in light of the representations made
as alleged in paragraph five, is a deceptive practice.

Par. 8. The acts and practices of Puritan-Bennett Aero Systems
alleged in this complaint constitute unfair or deceptive acts or prac-
tices in or affecting commerce in violation of Section 5(a) of the Feder-
al Trade Commission Act.
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IN CGASE OF FIRE:

ESCAPE!

Putting on the ESCAPE
hood is as simple as 1-2-3:

Have you ever been
trapped in a fire? And
| tned to escape with-
out some sort of
protection? Let's hope
ou never have 10,
ause itcan be a
terrifying experience.
Fire at home. A hotel
fire. Fire in an office
puilding or hospital. Fire aboard
an airliner. A boat or ship fire.
They're all dangerous. Fires

_ can generate searing, intense

1. Open: Breax seal of
plasnc pouch ang
tear along gotteg ine

- o coen. Hemove
hood trom poucn.

2 To Put On: Open

Nood 3t BOMOM with
both nandgs. ang pull
o

3. To Secure: Hood's
elastic necx dana
automatcally seais
aroung necx.

NOTE. The ESCAPE Fire ang Smoke Hood
Sa/mes no guarantee olher INan the Inree-

/ear hiter system ethcency maintained when
Jasuc seal remaing unoroken. ESCAPE 1s
usn%ncd 10 DroteCt Byasignt, Minimuze PN

lter Qut toxc fumaes for a reasonaoie

imount ol hme. With this extra ime. your
Nances lor escape lrom hre are greany
nhanced.

heat. Worse, they normally
develop dense clouds of
smoke. And the buming
materials give off poisonous
fumes. Without etfective
protection against these
hazards, your chances for
escape will be slim indeed.

Now you can have that effec-

Introducing ESCAPE Fire
and Smoke Hood, the best
way to increase your
chance of surviving a fire.

tive protection against fire anc
smoke! It's called ESCAPE.
and it is a combination of 'we
elements: (1) a thin trans-
parent hood made of Duoon:
KAPTON, capable of with-
standing flames of 1200°F
and (2) a four-layer filter capa-
ble of removing 99% of all
smoke particles and absorbing
most toxic gases. Oxygen is
freely passed.

The ESCAPE Fire and Smoke
Hood weighs only 2Yz ounces
and folds into a compact
sealed plastic pouch measuring
7" x §%2" x A" (thick). it can
be carried in a pocket, purse
or briefcase. You can take
your own ESCAPE with you
at all times, and provide one
for each member of your
tamnily for their protection:

A product of PURITAN-BENNETT AERO SYSTEMS CO.,
- E1 Segundo, Fountain Valley, CA, Lenexa, KS

I il I Bl B R A Bm Bm am B
ESCAPE FIRE AND SMOKE HOOD $49.50 Posioaxt Order yours

1oaay from the

PO. Box 11170
Wilmington, OE 19850.

Please send me

inett Aero Systems Co. Distnbutor:
ATLANTIC AVlAﬂON SUPPLY Co.

Incluce local, state and feceras laxes, where applicadle.

Escape Hood(s) m $49.50 ea.
I enclose — Maney Order — Carufied Checx

Charge my ~ MASTERCARD T VISA

Carg numoer Exp. cate
Name

Agaress

City Staie Zo
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DECISION AND ORDER

The Federal Trade Commission having initiated an investigation of
certain acts and practices of the respondent named in the caption
hereof, and the respondent, and its parent corporation, Puritan-Ben-
nett Corporation, having been furnished thereafter with a copy of a
draft of 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

The respondent, its parent corporation, and counsel for the Com-
mission having thereafter executed an agreement containing a con-
sent order, an admission by the respondent and its parent corporation
of all the jurisdictional facts set forth in the aforesaid draft of com-
plaint, a statement that the signing of said agreement is for settle-
ment purposes only and does not constitute an admission by
respondent or its parent corporation that the law has been violated
as alleged in such complaint, and waivers and other provisions as
required by the Commission’s Rules; and

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondent has
violated the said Act, and that a complaint should issue stating its
charges in that respect, and having thereupon accepted the 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 find-
ings and euters the following order:

1. Respondent Puritan-Bennett Aero Systems Company is a corpo-
ration organized, existing and doing business under and by virtue of
the laws of the State of California, with its offices and principal place
of business at 111 Penn Avenue, El Segundo, California.

2. Puritan-Bennett Corporation is a corporation organized, existing
and doing business under and by virtue of the laws of the State of
Delaware, with its offices and principal place of business at 9401
Indian Creek Parkway, P.O. Box 25905, Overland Park, Kansas.

3. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the companies and the proceeding is
in the public interest.
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ORDER

L

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

(1) “The Escape Fire and Smoke Hood” shall mean the over-the-
head transparent Kapton hood manufactured by Cybertronics, Ltd.,
a British company.

(2) “Competent and reliable scientific test” shall mean a test in
which persons with skill and expert knowledge in the field to which
the test pertains conduct the test and evaluate its results in an objec-
tive manner using testing, evaluation, and analytical procedures that
ensure accurate and reliable results.

IL

It is ordered, That respondent Puritan Bennett Aero Systems Com-
pany, a corporation, its parent corporation, Puritan-Bennett Corpora-
tion, their successors and assigns, (hereinafter collectively “the
companies”), and their officers, agents, representatives, and em-
ployees, directly or through any corporation, subsidiary, division or
other device, in connection with the advertising, offering for sale, sale
or distribution of the Escape Fire and Smoke Hood or any other
emergency escape mask or hood, in or affecting commerce, as “com-
merce” is defined in the Federal Trade Commission Act, do forthwith
cease and desist from representing, directly or by implication:

a. That the mask or hood is capable of absorbing, removing, filtering
out, or otherwise protecting the user from any hazardous gas associat-
ed with fire unless, at the time the representation is made, the repre-
sentation is true and the companies possess and rely upon a
_reasonable basis consisting of a competent and reliable scientific test
that substantiates the representation.

b. That the mask or hood can protect the user from any hazards
associated with fire unless, at the time the representation is made, the
representation is true and the companies possess and rely upon a
reasonable basis consisting of a competent and reliable scientific test
that substantiates the representation.

III.

It is further ordered, That the following notice shall be included in
all advertising and promotional materials for the Escape Fire and
Smoke Hood, or any other emergency mask or hood manufactured or
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sold by the companies that is incapable of absorbing, removing, filter-
ing or otherwise providing significant protection from carbon monox-
ide, if that advertising or promotional material expressly or impliedly
represents that the device protects the user from any hazard associat-
ed with fire:

NOTICE: This device does not filter carbon monoxide—a lethal gas
associated with fire.

Nothing contrary to, inconsistent with, or in mitigation of the above

required language shall be used in any such advertising or promotion-

al material. In print advertising and promotional material, the above

required language shall appear in at least ten-point bold type print,

in close conjunction with the representation. In any television adver-

tising, film, videotape or slide promotional material, the above re-

quired language shall be included both orally and visually in a

manner designed to ensure clarity and prominence. In radio advertis-
ing, the above required language shall be read in a clear manner.

Iv.

It is further ordered, That the following statement shall be included
on all package labels for the Escape Fire and Smoke Hood, or any
other emergency mask or hood manufactured or sold by the compa-
nies that is incapable of absorbing, removing, filtering or otherwise
providing significant protection from carbon monoxide:

WARNING: This device does not filter carbon monoxide—a lethal gas
associated with fire.

The above required language shall be printed in at least ten-point bold
type print. Nothing contrary to, inconsistent with or in mitigation of
the above required language shall be used on any such package label.

V.

It is further ordered, That the companies shall deliver by certified
mail or in person a copy of this order to all present and future distribu-
tors and sub-distributors of the Escape Fire and Smoke Hood, or any
other emergency mask or escape hood marketed by either of the
companies, and instruct such distributors and sub-distributors in
writing not to make any of the representations, directly or by implica-
tion, prohibited by this order. Delivery shall be made within thirty
(30) days after the date of service on the companies of this order to all
such present distributors and sub-distributors. For all such future
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distributors and sub-distributors, delivery shall be made prior to the
time said distributors begin distribution of the product.

VL

It is further ordered, That, for three years from the date that the
representations are last disseminated, each company shall maintain
and upon request make available to the Federal Trade Comm1ss1on
for inspection and copying:

1. All materials upon which the company relied to substantiate any
claim or representation covered by this order, and |

2. All test reports, studies, surveys, or other materials in its posses-
sion or control or of which it has knowledge that contradict, qualify,
or call into question such representation or the basis upon which the
company relied for such representation.

VIL

It is further ordered, That each company shall notify the Commis-
sion at least thirty (30) days prior to any proposed change in the
company such as dissolution, assignment, or sale resulting in the
emergence of a successor corporation, the creation or dissolution of
subsidiaries, or any other change in the corporation which may affect
compliance obligations arising out of this order.

VIIL

It is further ordered, that the companies 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 writ-
ing, setting forth in detail the manner and form in which they have
complied or intend to comply with this order.
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IN THE MATTER OF

ALLEGHANY CORPORATION

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

Docket C-3218. Complaint, Seﬁt. 9, 1987—Decision, Sept. 9, 1987

This consent order allows, among other things, a New York City title insurance compa-

ny to acquire Safeco Title Insurance Co. by requiring respondent to divest two title

- plants to alleviate concerns that acquisition could reduce competition in the pro-

duction and sale of title information in Cook County, I1l. and Los Angeles County,

Calif. Respondent is also required to continue to honor all Chicago Title and Trust
Company and Safeco plant access contracts that expire pending divestiture.

Appearances

For the Commission: Michael Antalics and Andrew Goodson.

For the respondents: John C. Christie, Jr., Bell, Boyd, & Lloyd,
Washington, D.C.

COMPLAINT

The Federal Trade Commission, having reason to believe.that re-
spondent Alleghany Corporation, a corporation subject to the jurisdic-
tion of the Commission, through one of its subsidiaries, has entered
into an agreement that violates Section 5 of the Federal Trade Com-
mission Act, as amended, (15 U.S.C. Section 45); that through this
agreement Alleghany Corporation has agreed to acquire certain as-
sets of Safeco Corporation; and that such acquisition, if consummated,
would constitute a violation of Section 7 of the Clayton Act, as amend-
ed (15 U.S.C. Section 18); and it appearing that a proceeding in respect
thereof would be in the public interest, hereby issues its Complaint,
pursuant to Section 11 of the Clayton Act (15 U.S.C. Section 21) and
Section 5(b) of the Federal Trade Commission Act (15 U.S.C. Section
45(b)), stating its charges as follows:

I. DEFINITION

1. For purposes of this Complaint, the term “title plant” means a
privately owned set of records regarding the ownership of and inter-
ests in real property that is maintained by obtaining information
from the public records on a daily or regular basis and is indexed,
posted or otherwise organized to update data regarding specific land
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parcels. The term “title plant information” means that information
contained in and obtained from a title plant.

II. ALLEGHANY .CORPORATION

2. Alleghany Corporation is a corporation organized, existing and
doing business under and by virtue of the laws of the State of Dela-
ware, with its principal office at Park Avenue Plaza, New York, New
York.

3. Alleghany is the sole owner of Chicago Title & Trust Company,
which is the sole owner of Chicago Title Insurance Company (“Chica-
go Title”).

4. At all times relevant herein, Alleghany Corporation has been and
is a corporation whose business is in or affecting commerce within the
meaning of the Federal Trade Commission and Clayton Acts, as
amended. '

III. ACQUISITION

5. 0n October 10, 1986, Chicago Title & Trust Company entered into
an agreement with Safeco Corporation to acquire all of the outstand-
ing shares of Safeco Title Insurance Company (“Safeco”), a wholly-
owned subsidiary of Safeco Corporation.

IV. TRADE AND COMMERCE

6. The relevant sections of the country are Cook County, Illinois,
and Los Angeles County, California.

7. The relevant line of commerce is the production and sale of title
plant information. ,

8. There are two title plants in Cook County, one of which is wholly-
owned by Safeto and one of which is wholly-owned by.Chicago Title
Insurance Company.

9. There are three title plants in Los Angeles County, one of which
is wholly-owned by Safeco Title Insurance Company and one of which
is owned jointly by Chicago Title Insurance Company and four other
companies. ,

10. There are no reasonable substitutes for access to title plant
information for purposes of issuing title insurance policies in Cook
County and Los Angeles County.

11. There are substantial barriers to entry into the creation of title
plants in Cook County and Los Angeles County.

12. Through their respective ownership interests, Chicago Title and
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Safeco are significant competitors in the production ahd sale of title
plant information in Cook County and Los Angeles County.

V. EFFECTS OF THE ACQUISITION

13. The effects of the acquisition may be substantially to lessen
competition or tend to create a monopoly in the relevant line of
commerce in the following ways, among others:

a. it will eliminate substantial actual competition between Chicago
Title and Safeco in the production and sale of title plant information
in Cook County and Los Angeles County;

b. it will provide Chicago Title with a monopoly over title plant
information in Cook County;

c. it will, by virtue of Chicago Title’s ownership interest in two of
the three title plants in Los Angeles County, increase the possibilities
for collusion in the provision of title plant information in Los Angeles
County; and

d. customers of title plant information in Cook County and Los
- Angeles County will be denied the benefits of free and open competi-
tion.

V1. VIOLATION CHARGED

14. The acquisition agreement described in paragraph 5 constitutes
a violation of Section 5 of the Federal Trade Commission Act, as
amended, 15 U.S.C. Section 45, and the proposed acquisition, if con-
‘summated, would constitute a violation of Section 7 of the Clayton
Act, as amended, 15 U.S.C. Section 18, and Section 5 of the Federal
Trade Commission Act, as amended, 15 U.S.C. Section 45.

DecisioN AND ORDER

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

The respondent, its attorneys, and counsel for the Commission hav-
ing thereafter executed an agreement containing a consent order, an
admission by the respondent of all jurisdictional facts set forth in the
aforesaid draft of complaint, a statement that the signing of said
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agreement is for settlement purposes only and does not constitute an
admission by respondent that the law has been violated as alleged in
such complaint, and waivers and other provisions as required by the
Commission’s Rules; and

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that a complaint should
be issued, and having thereupon accepted the executed consent agree-
ment and placed such agreement on the public record for a period of
sixty (60) days, and having duly considered the comments filed there-
after by interested persons pursuant to Section 2.34 of its Rules, now
in further conformity with the procedure prescribed in Section 2.34
of its Rules, the Commission hereby issues its complaint, makes the
following jurisdictional findings and enters the following order:

1. Alleghany Corporation is a corporation organized, existing and
doing business under and by virture of the laws of the State of Dela-
ware, with its principal office at Park Avenue Plaza, New York, New
York.

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

ORDER
L

It is hereby ordered, That as used in this order the following defini-
tions shall apply:

A. “Alleghany” means Alleghany Corporation, its subsidiaries, divi-
sions, groups and affiliates controlled by Alleghany, and their respec-
tive directors, officers, employees and representatives, and their
respective successors and assigns.

B. “Safeco” means Safeco Corporation, its subsidiaries, divisions,
groups and affiliates controlled by Safeco, and their respective direc-
tors, officers, employees and representatives, and their respective
successors and assigns.

C. "Title plant” means a privately owned set of records regarding
the ownership of and interests in real property that is maintained by
obtaining information from the public records on a daily or regular
basis, and is indexed, posted or otherwise organized to update data
regarding specific land parcels.

D. "TRI Plant” means the title plant located in Los Angeles County,
California, in which Alleghany maintains an ownership interest.
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It is further ordered, That Alleghany shall divest or shall cause to
be divested, absolutely and in good faith, all of its right, title and
interest in the properties described in paragraphs IIA and IIB. Dives-
titure shall be made within the times specified in paragraph IIA and
IIB, and shall be made only to a buyer or buyers and only in a manner
that receives the prior approval of the Commission. The purpose of
the divestiture is to ensure the continuation of the assets as ongoing, .
viable title plants engaged in the production and sale of title plant
information, and to remedy the lessening of competition resulting
from the acquisition as alleged in the Commission’s complaint in this
matter.

A. Safeco’s title plant in Cook County and all user or access agree-
ments with that plant shall be divested within twelve months from
the date this order becomes final. Computer and other services pro-
vided for the plant by Safeco from Safeco’s other facilities, at the
buyers’s option at the time of purchase, will continue to be provided
by Alleghany at a commercially reasonable price, for a period of up
to three years from the date this order becomes final and, at the
buyer’s option, Alleghany will assist the buyer in transferring the
computer services to any other provider of such services.

B. Either Safeco’s title plant in Los Angeles County or Alleghany’s
interest in the TRI plant in Los Angeles County shall be divested
within fourteen months from the date this order becomes final. Alter-
natively, Alleghany shall abandon its interest in the TRI plant within
the same 14 month period. If the Safeco title plant is divested, all user
or access agreements with the Safeco plant shall also be divested. If
the Safeco title plant in Los Angeles County is divested, computer and
other services provided for the plant by Safeco, at the buyer’s option
at the time of purchase will continue to be provided by Alleghany at
a commercially reasonable price for a period of up to three years from
the date this order becomes final and, at the buyer’s option, Alleghany
will assist the buyer in transferring the computer services to any
other provider of such services.

III.

It is further ordered, That:

A.If Alleghany has not divested the Safeco Cook County title plant
within the twelve month period, Alleghany shall consent to the ap-
pointment of a trustee by the Commission pursuant to the order. The
appointment of a trustee shall not preclude the Commission from
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seeking civil penalties and other relief available to it for any failure
by Alleghany to comply with paragraphs IIB through IX of this order.

B. If a trustee is appointed by the Commission pursuant to para-
graph ITIA of the order, Alleghany shall consent to the following
terms and conditions regarding the trustee’s duties and responsibili-
ties:

1. The Commission shall select the trustee, subject to Alleghany’s
consent, which shall not be unreasonably withheld. The trustee shall
be a person with experience and expertise in acquisitions and divesti-
tures.

2. The trustee shall have six months from the date of appointment
to submit for prior approval of the Commission the divestiture of the
Safeco Cook County title plant.

3. If, at the end of the six month period, the trustee has not submit-
ted for prior approval of the Commission a divestiture of the Safeco
Cook County title plant, the trustee shall have an additional twelve
month period in which to submit for prior approval of the Commission
a divestiture of either the Safeco Cook County title plant or a copy of
Alleghany’s own computerized Cook County title plant.

4. If the trustee chooses to sell a copy of Alleghany’s computerized
Cook County title plant pursuant to paragraph IIIB3, the sale shall
include copies of all of the computer tapes and other information used
by Alleghany in its operation of the computerized title plant, with the
exception of the computer hardware, updated in the future on a daily
basis until such time as the buyer(s) has established a separate title
plant including that information and has, in full operation, the per-
sonnel needed to continue updating the plant information without
Alleghany’s assistance.

5. If at the end of the trustee’s twelve 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.

6. The trustee shall have full and complete access to the personnel,
books, records, and facilities relating to any undivested assets and
Alleghany shall develop such financial or other information relevant
to the assets to be divested as such trustee may reasonably request.
Alleghany shall cooperate with the trustee and shall take no action
to interfere with or impede the trustee’s accomplishment of the dives-
titure.

7. The power and authority of the trustee to divest shall be at the
most favorable price and terms available consistent with the order’s
absolute and unconditional obligation to divest and the Commission’s



ALLEGHANY CORPORATION 99

93 Decision and Order

intention to ensure that a viable, going concern will be divested, but
there shall be no minimum price.

8. The trustee shall serve at the cost and expense of Alleghany on
such reasonable and customary terms and conditions as the Commis-
sioner may set. The trustee shall account for all monies derived from
asset sales and all expenses incurred. After approval by the Commis-
sion of the account of the trustee, including fees for his or her services,
all remaining monies shall be paid to Chicago Title & Trust Company
and the trustee’s power shall be terminated. The trustee’s compensa-
tion shall be based at least in significant part on a commission ar-
rangement (percentage of price) that is contingent on the trustee
causing the divestiture of the assets and that shall provide an incen-
tive for the trustee to divest the assets as soon as possible.

9. Promptly upon appointment of the trustee, Alleghany shall, sub-
ject to the Commission’s prior approval and consistent with provisions
of this order, execute a trust agreement that transfers to the trustee
all rights and power necessary to permit the trustee to cause divesti-
ture of undivested assets.

10. If the trustee ceases to act or fails to act diligently, the Commis-
sion may, on its own or by request of Alleghany, appoint a substitute
trustee for the balance of the time periods specified in paragraph
ITIB2 and ITIB3, or any extensions thereof.

11. The trustee shall report in writing to Alleghany and the Com-
mission every thirty days concerning the trustee’s efforts to accom-
plish divestiture.

12. The trustee shall be authorized to retain independent legal
counsel and other persons for purposes of discharging the functions
set forth above. Alleghany shall reimburse the trustee for the reason-
able value of all expenses so incurred.

13. If Alleghany and the trustee are unable to resolve a dispute
regarding the reasonable value of his/her services or the reasonable-
ness of an expenditure or obligation incurred by the trustee in connec-
tion with his/her efforts to divest the assets, then Alleghany and the
trustee shall submit the dispute to the Commission for resolution, but
the time periods shall continue to run. The trust agreement shall
recite that the Commission’s determination of the reasonable value
of the trustee’s services or the reasonableness of expenditures and
other obligations incurred by the trustee shall be binding upon Al-
leghany and the trustee.

Iv.

It is further ordered, That Alleghany shall not cause or permit the
wasting or deterioration of the assets and operations to be divested in
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accordance with paragraphs ITA and IIB of this order in any manner
that impairs the marketability of any such assets and operations or
impairs in any manner the viability of the assets and operations as
a going concern engaged in the production and sale of title plant
information. In this regard: :

A. Alleghany shall maintain the Safeco Cook County title plant and
Safeco Los Angeles County title plant to the extent and in the manner
maintained by Safeco prior to this acquisition, including but not limit-
ed to updating the records contained in the plants on a daily or
- regular basis such that the plants are as current as possible at all
times. '

B. Alleghany shall maintain in good faith all contracts for access
to the Safeco Cook County title plant and Safeco Los Angeles County
title plant subject to the terms, conditions and stipulations of those
contracts, and will refrain from taking any action toward terminating
those contracts other than that which would be commercially reason-
able to Safeco under the terms of those agreements.

C. Alleghany shall, at the option of the accessor, automatically
continue to maintain in good faith on identical terms, conditions and
stipulations all contracts for access to the Safeco Cook County title
plant that expire by their terms prior to divestiture of that plant for
a period lasting until the closing date upon which such divestiture is
completed, at which time Alleghany’s obligations under such con-
tracts shall cease, or, if divestiture of a copy of Alleghany’s own plant
as contemplated by paragraph IIIB3 of this order is accomplished, for
a period lasting until six months after the closing date upon which
such divestiture is completed, at which time Alleghany’s obligations
under such contracts will cease.

D. Alleghany shall, at the option of the accessor, continue to main-
tain in good faith on identical terms, conditions and stipulations all
contracts for access to its own Cook County title plant that expire by
their terms prior to divestiture of either a copy of that plant as con-
templated by paragraph IIIB3 of this order or prior to divestiture of
the Safeco Cook County title plant, for a period lasting until six
months after the closing date upon which either divestiture is com-
pleted, at which time Alleghany’s obligations under such contracts
shall cease.

v.
It is further ordered, That for a period of ten years from the date

this order becomes final, Alleghany shall not, directly or indirectly,
acquire any stock, share capital, or equity interest in any concern,
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corporate or non-corporate, that in turn has any direct or indirect
ownership interest in a title plant that services either Cook County,
Illinois, or Los Angeles County, California, or acquire from any con-
cern, corporate or non-corporate, any assets (other than in the ordi-
nary course of business) of, or ownership interest in, an existing title
plant that services either Cook County, Illinois or Los Angeles Coun-
ty, California, without the prior approval of the Federal Trade Com-
mission.

VI

It is further ordered, That for a period of ten years from the date
this order becomes final, Alleghany shall not, directly or indirectly,
acquire any stock, share capital, or equity interest in any concern,
corporate or non-corporate, that in turn has any direct or indirect
ownership interest in a title plant servicing any geographic area for
which Alleghany at that time has any direct or indirect ownership
interest in a title plant servicing the same area, or acquire from any
concern, corporate or non-corporate, any assets (other than in the
ordinary course of business) of, or ownership interest in, any existing
title plant servicing any geographic area for which Alleghany at that
time has any direct or indirect ownership interest in a title plant
servicing the same area, without providing advance written notifica-
tion to the Federal Trade Commission. Said notification 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 (here-
inafter referred to as “the Notification”). Alleghany shall provide the
Notification to the Federal Trade Commission at least thirty days
prior to acquiring any such interest (hereinafter referred to as the
“first waiting period”). Alleghany shall provide to the Commission
supplemental information either in Alleghany’s possession or reason-
ably available to Alleghany. Such supplemental information shall
include a copy of the proposed acquisition agreement; the names of
the principal representatives of Alleghany and of the firm Alleghany
desires to acquire who negotiated the acquisition agreement, any
management or strategic plans discussing the proposed acquisition,
and all documents relating to competition for the provision of title
plant services in that particular county. If, within the first waiting
period, representatives of the Federal Trade Commission make a writ-
ten request for additional information, Alleghany shall not consum-
mate the acquisition until twenty days after submitting such
additional information. Early termination of the waiting periods in
this paragraph may be requested and, where appropriate, granted in
the same manner as is applicable under the requirements and provi-
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sions of the Hart-Scott-Rodino Antitrust Improvements Act of 1976
(15 U.S.C. Section 18A).

VII.

It is further ordered, That acquisitions resulting in an ownership
interest of not more than 10% of publicly traded companies, solely for
the purpose of investment, are not subject to the requirements of
paragraphs V and VI of this order, except that acquisitions resulting
in an ownership interest of more than 5% of publicly traded compa-
nies, even if solely for the purpose of investment, are subject to the
requirements of paragraphs V and VI of this order if such companies,
directly or indirectly, have an ownership interest of 5% or more in
Ticor Title Insurance Company, Lawyers . Title Insurance Corpora-
tion, First American Title Insurance Company, Commonwealth Land
Title Insurance Company, Transamerica Title Insurance Company,
Stewart Title Guaranty Company, Minnesota Title Insurance Compa-
ny, or TRW, Inc. or any of their successors or assigns.

VII.

It is further ordered, That Alleghany shall notify the Commission
at least thirty days prior to any change in Alleghany such as dissolu- -
tion, assignment or sale resulting in the emergence of a successor
corporation, the creation or dissolution of subsidiaries or any other
change in the corporation that may affect compliance obligations
arising out of this order.

IX.

It is further ordered, That:

A. Within thirty days after the order becomes final, and every
thirty days thereafter until Alleghany has fully complied with para-
graph II of this order, Alleghany shall file with the Commission a
verified written report setting forth in detail the manner and form in
which it intends to comply, is complying, or has complied with this
order. Such compliance reports shall include, in addition to any other
information that the staff of the Federal Trade Commission may
reasonably request, a summary of all contacts and negotiations with
potential purchasers of the stock, assets, or other rights or interests
to be divested under this order, the identity and address of all such
potential purchasers, and copies of all written communications to and
from such potential purchasers.
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B. Within one year after the order becomes final, and annually for
the next nine years, Alleghany shall submit to the Commission a
verified written report setting forth in detail the manner and form in
which it intends to comply, is complying, or has complied with this
order.

Commissioners Bailey and Azcuenaga were recorded as voting in
the negative.



