


458 FEDERAL TRADE COMMISSION DECISIONS

Complaint 75 F .

Said tube testing devices are located in various places such

as hardware stores, drug stores and the like where the public
wiJ be induced to test the tubes from their radio and television
sets and purchase replacements for defective tubes.

PAR. 3. In the course and conduct of their business, as afore-
said , respondents now cause, and for some time last past have
caused , said products , when sold , to be shipped and transported
from their aforesaid place of business in the State of Ohio
and from the various places of business of their suppliers to
purchasers thereof located in various States of the United

States other than the Statc of origination, and maintain, and

at all times mentioncd herein have maintained, a substantial

course of trade in said products in commerce, as "commerce
is defined in the Federal Trade Commission Act.

PAR. 1. Respondents ' method of doing business is to inscrt
advertiscments in the classified advertisement section of news-
papers and periodicals. Persons responding to said classified
advertisements are then contacted by respondcnts or their em-

ployecs , agents or representatives who display to the prospective
purchaser a variety of promotional material and make var-
ious oral ,'epresentationsregarding the aforementioned franchises
or distributorships and undertake to seIl and do in many in-
stances seIl said products and franchises to such persons.

PAR. 5. In the course and conduct of their business, as afore-

said, and for the purpose of inducing the purchase of said prod-
ucts, franchises or distributorships, respondents have made
various statements and representations concerning said fran-
chises, distributorships, and the business opportunity afforded.
Such representations have becn madc and continue to be made
by rcspondents, thcir employees, agents or representatives
through advertising and promotional material furnished by re-
spondents to said employees, agents or representativcs , through
advertisements inserted in newspapers and periodicals , through
lettcrs and other advcrtising literature circulated generaIly among
the purchasing public , and through oral representations made
by respondents , their employecs , agents or representatives.

Typical and ilustrative of the newspaper advertisements used
by respondents, but not all inclusive thereof, is the following:

GUAnANTEED PROFIT STRUCTURE
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SYLV ANIA
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a return of the equipment and articles of merchandise purchased
from them or wil help the purchaser to resell them so that the
purchaser wil recoup his investment.

7. The purchaser s investment in the franchise , distributorship,
or articles of merchandise is secure.
8. The purchaser wil receive an exclusive territory for the

sale of the product involved and that no other franchisee or dis-
tributor of respondents ' products wil be located in the said
exclusive territory.

PAR. 7. In truth and in fact:
1. Income in the foregoing amount wil not be realized by

persons investing the sum indicated. Persons investing the fore-
going amount in said franchises , distributorships and articles of
merchandise purchased from respondents receive litte, if any,
net profits from their investment.

2. It is not necessary for purchasers of respondents ' products
franchises or distributorships to own an automobile, to furnish
references, to have special qualities or to be specially selected to
qualify for purchase of respondents' products, franchises, or
distributorships. The only requirement is that the purchase price
be paid.

3. Few , if any, purchasers realize a return of their investment
within one year or any other stated period of time.

4. Respondents seldom , if ever, conduct or have available a
machine location survey of the prospective purchaser s area and
do not obtain top income producing locations for tube testers
which assure profits in the representcd amounts; but place most
of the machines in locations which have vcry little consumer
traffc. The locations securcd by respondents are usuaJly undesir-
able, unsuitable, and unprofiable.

5. Purchasers of respondents ' products , franchises or distrib-
utorships are required to do selling and soliciting and to have
experience. It is frequently necessary to place machines in other
locations because of the unprofitable nature of the locations
selected by respondents and like any other business venture ex-
perience is required.

6. Rcspondents do not repurchase the franchise , distributorship
or articles of merchandise purchased from them and do not help
the purchaser to resell them regardless of the purchaser s reasons
for going out of business.

7. The purchaser s investment is not secure. Said business
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violated as alleged in such complaint, and waivers and other pro-
visions as required by the Commission s Rules; and

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the respond-
ents have violated the said Act, and that complaint should issue
stating its charges in that respect, and having thereupon ac-
cepted the executed consent agreement and placed such agree-
ment on the public record and having duly considered the com-

ment fied thereafter pursuant to !) 2.31(b) of its Rules , now, in

further conformity with the procedure prescribed in such Rule

the Commission hereby issues its complaint, makes the following
jurisdictional findings , and enters the following order:

1. Respondents Youngstown Spectrum Corporation and In-
ternational Distribution Center, Inc. , are corporations organized
existing and doing business under and by virtue of the laws of

the State of Ohio, with their offce and principal place of busi-

ness located at 53:\5 Market Street, Youngstown , Ohio.
Respondent Edward M. Gallagher is an individual and of-

ficer of said corporations and his address is the same as that of
said corporations.

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

ORDER

It is o-rder-d That respondents Youngstown Spectrum Cor-
poration , a corporation , International Distribution Center , Inc. , a
corporation , and their oflcers , and Edward M. Gallagher, individ-
ually and as an offcer of said corporations, and respondents
agents, representatives and employees , directly or through any
corporate or other device, in connection with the advertising, of-
fering for sale , sale or distribution of radio 01' television tube
testing devices or the tubes , supplies or equipment for use in
connection therewith, or of any other products , or of any fran-
chises or distributorships connected therewith, in commerce, as
commerce" is defined in the Federal Trade Commission Act, do

forthwith cease and desist from representing, directly or by im-
plication , that:

(1) Persons investing $3,750.00 in respondents ' said tube
testing devices and the tubes , supplies or equipment for use
in connection therewith , or the franchises or distributorships
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ate conjunction therewith , the average net or gross earnings
realized by a substantial number of purchasers from ma-
chines in locations obtained by respondents or through the;r
assistance under circumstances similar to those of the pur-

chaser to whom the representation is made.
(7) Selling, soliciting or experience is not required of

those ;nvesting in any product or business offered by re-
spondents: Provided, however That it shaH be a defense
;n any enforcement proceeding instituted hereunder for re-
spondents to establish that sellng, soliciting or experience
is not required for the successful operation of such business.

(8) Respondents wil repurchase or otherwise assist in
the disposition of products, franchises or distributorships
purchased from respondents.

(9) The purchasers ' investment in the franchise , distrib-
utorship or articles of merchandise purchased from re-
spondents is secure.

(10) Purchasers of respondents' products, franchises or
distributorships, are granted exclusive territories within
which their products may be placed for operation; or that
sales will not be made to other persons in such territories:
Provided, however That it shall be a defense in any enforce-
ment proceeding instituted hereunder for respondents to
establish that respondents do give an exclusive franchise or
distributorship purchased from them.

It further ordered That the respondents shaH forthwith
deliver a copy of this order to cease and desist to aH present

and future salesmen or other pcrsons engaged in the sale of
respondents ' products or services , franchises, or distributorships
and secure from each such salesman or other person a signed

statement acknowledging receipt of said order.
It is further order-d That the respondent corporations shall

forthwith distribute a copy of this order to each of their operating
divisions.

It is further ordered That the respondents herein shall, with-
in sixty (60) days after service upon them of this order, file
with the Commission a report , in writing, setting forth in detail
the manner and form in which they have complied with this
order.
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relating thereto , will earn a net income of $100 to $500 per
month.

(2) Purchasers of respondents ' products , franchises or dis-
tributorships will earn any stated or gross or net amount; or
representing, in any manner, the past earnings of said pur-
chasers unless in fact the past earnings represented are

those of a substantial number of purchasers and accurately
reflect the avcrage earnings of these purchasers under cir-
cumstances similar to those of the purchascr or prospectivc

purchaser to whom the representation is made.
(3) Purchasers of respondents' products, franchises or

distributorships must own an automobile , furnish references
have special qualities or be spccially selected to qualify for
purchase of respondents ' products , franchises or distributor-
ships: Provided, however That it shall bc a defense in any

enforcement proceeding instituted hereunder for respondents
to establish that any representcd qualification or requirements
arc in fact fully enforced as to each purchaser.

(4) The net profits from the opcration of said business
franchises or distributorships will be suffcient to return
the invcstment of the purchaser within one year or within

any other pcriod of time: Prov'ided , however That it shall
be a defense in any enforcement proceeding instituted here-
under for respondents to cstablish that the said investment is
usually and fully rccovered by a substantial number of pur-
chasers in the represented time under circumstances similar
to those of the purchasers or prospective purchasers to whom
the representation is made.

(5) Hespondents , their agents , representatives or employ-
ees have conducted or have avaHable a machine location
surveyor other potential business survey in the prospective
purchasers trade area: Provided, however That it shall be a
defense in any enforcement proceeding instituted hereunder
for respondents to cstablish that a bona fide survey of the

kind represented has in fact been conducted or is available.
(6) Respondents , their agents , representativcs or employ-

ees wil obtain satisfactory or profitable ' locations for the
machines purchased from them: Provided, however That
nothing herein shall be construed to prohibit rcspondents

from truthfully and non deceptively representing that thcy

have obtained locations or assisted in obtaining locations
if respondents clearly and conspicuously disclose, in immedi-
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IN TIlE MATTER OF

ALL-STATE INDUSTRIES OF NORTH CAROLINA, INC.

ET AL.

ORDER, OPINION , ETC. , IN REGARD TO THE ALLEGED VIOLATION OF TIlE
FEDERAL TRADE COMMISSION ACT

Docket 87,"8. Complft'int , June 1.9 1967- Decision Apr. 

Order requiring five affliated companies selling residential aluminum siding'
and other home improvement products to cease using "bait and switch"
tactics and fictitious pricing, falsely guaranteeing and implying that it
manufactures its products, and failing to disclose that its sales con-
tracts may be negotiated to a financf' company.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission
Act, and by virtue of the authority vested in it by said Act, the
Federal Trade Commission, having reason to believe that AU-
State Industries of North Carolina, Inc. , ABC Storm Window
Co. , Inc., AU-State Industries of Tennessee, Inc., AU-State In-
dustries, Inc., and AU-State Industries of Ilinois, Inc. , corpora-
tions, and Wi1iam B. Starr, individuaUy and as an offcer of
said corporations, hereinafter referred to as respondents , have
violated the provisions of said Act, and it appearing to the
Commission that a proceeding by it in respect thereof would be
in the public interest, hereby issues its complaint stating its
charges in that respect as foUows:
PARAGRAPH 1. Hespondent All-State Industries of North

CaroHna, Inc., is a corporation organized, existing and doing
business under and by virtue of the laws of the State of North

Carolina , with its principal offce and place of business located
at 1130 West Lee Street, Greensboro, North CaroJina. The afore-
said company was originally incorporated and did business at
the above address as ABC .Jalousie Company of North Carolina,
Inc.

Respondent ABC Storm Window Co. , Inc., is a corporation
organized , existing and doing business under and by virtue of
the laws of the State of North Carolina, with its principal offce

and place of business located at 1128 West Lee Street, Greensboro
North Carolina.

Respondent AIl-State Industries of Tennessee, Inc. , was origi-


