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l)peisiun fllHl Order 

corporation for the violation of any rule, regulation or policy
 

,vhieh contravenes any of the provisions of this order.
it ,is furthe'r o1Ylcred That respondents or their representatives 

shan ondly inform an prospect-lYC participants in resIJondents ' mul­
tilevel rnerchandising program or any other kind of merchandising, 
nmrkeLing or sales prOillotion program, and to provide clearly and 

conspicuously in an contracts of participation , that the contract Ilay 
be cancelled for any reason by notification to respondents or its rep­
resentatives in writing wit.hin fi\ e (5) working clays fl'orn the date 
of execution of such contract. 

It i8 That the respondents herein shall withinf1irther ordeTed 

sixty (EiO) days of the effective date of this order, file with the Com­
mission a report in \vl'iting setting forth in detail the manller and 
fornl in which they have complied with this order, and subscquent 
thereto, for a p( riod or thre.e (3) years thereafter, provide the COln­
mission with copies of an brochures, pamphlets , marketing plans 
meeting scripts , film scripts, etc. , that respondents may employ di­
rectlyor indire,ctly in the promotion of their products. 

/ t is /,urther ord( red That respondents notify the Commission at 
least 30 days prior to any proposed change in the corporate respond­
ent snch as dissolution , assignment or sale resulting in the emergence 
of tt successor corporation, the creation or dissolution of subsidiaries 
or any other change in the corporation which may airect compliance
 

ob1igatjoJls arising out of the order.
 

IN TIm J\IATTEIt OF
 

WILIA.\I 0, JVEXEFEE , ET AL. 

COX SENT OHDBR , ETC. , TN I-EGARD TO THE ALLEGED VIOhl.TlOX OF 

TI.m J"Jm:F HAL TIL DE co:\nnSSION ACT ..\ND SEC. 2(a) OF THE 

CLAYTON ACT
 

Docket 0-.1R87- Complaint ;\01;. 1!J70 JJecisi(jn, Xov. '2. 1!J70** 

Consent on1er requiring two Houston l\:x. , distrilmtors of c1enning compounds 
polisbes, shine kits 111 related products to cease fixing resale vrices- for 
its prodnets, imposing customer, advertising and sa1es outlet restrictions 
on its distrilmiors, dis(TimilJating ill price uehn:,('n cOll11eting resellers 

and participating in alir snc('('ssiye re(:ruitment of other participants in 
any multilevel marketing scheme; respondents are also required to alll'JU­
a1ive1y grant custonwrs the rigl1t to determine their own resale prkes. 

For ("omplaint in this case . see cOJlsolidaled cumplaint IlL the lJ/attcr of Chemical 
As.wd(lt(, , inc., ct la. D\wket No. C- , p. 150U herein 

** H.PIJ01-terl as amem1erJ by Commission s order of FeDruary 18 IDTl by amending-
al't lIT , Paragraph numher 1 , of thf' orf1pJ'. 
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DECISION AND OnDER 

The Federal Trade COlnmision having initiated an investigation 
of certain acts and practices of the respondents named in the caption 
hereof, and the respondents having been furnished thereafter with a 
copy of a draft of eomplaint which the Bureau of Restraint of 
Trade proposed to present to the Commission for its consideration 
and which , if issued by the Commission, would charge the respond­
ents with violation of Section 5 of the Federal Trade Commission 
Act, as ,emended, and with Scction 2 (a) of the Clayton Act, as 
amended; and
 

The . respondents and counsel for the Commission having thereaf­
ter executed an agreement containing a consent order, an admission 
by the respondents uf all the jurisdictional facts set forth in the 
aforesaid draft of compJaint, a statemcnt 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 aUeged 

in said 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 vioJated the said Acts , and that complaint should issue stating 
its charges in that respect and having thereupon accepted the exe­
cuted consent agreement and placed s11ch agreement on the public 
record for a period of thirty (30) days, now in further conformity 
with the procedure prescribed in Section 2,34(b) of its Rules, the 
Commission hereby issues its complaint, makes the following juris­
dictional findings , and enters the following order: 
L Respondents Willam 0, Menefee and Willam J. Southwell 

were offcers or dircctors of Chemical Associates, Inc., at the time 
that the agreement was executed and formulated, directed and con­

trolled thc policies , acts and practices of said corporation. 
2. The Federal Trade Commission has jurisdiction of the subject 

matter of this proceeding and of the respondents, and the proceed­

ing is in the pubJic interest.
 

ORDER 

It is ordered That respondents WilJiam O. Jlenefee and William 
J. 80uthwe)1 , individmtlly, their agents , representatives and employ­
ees , directly or indirect1y, or through any corporate or other device 
in connection with the ofIering for sale, sale, or distribution of any 
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goods or commodities in commerce, or in connection with any multi­
level marketing program or any other kind of merchandising, mar­
keting or sales promotion program in commerce, as "commerce" is 

defined in the Federal Trade Commission Act and in the Clayton 
Act , shall forthwith cease and desist, directly or indirectly, from: 

1. Entering into, maintaining, or enforcing any contract 
agreement, understanding, marketing system, or course of con­

duct with any dcaler or distributor of any goods or commodities 
to do or perform or attempting to do or perform any of the fol 
lowing ads , practices, or things: 

(a) Fix, establish or maintain the prices, discounts, re­
bates, overrides, commissions, fees, or other terms or 
conditions of sale relating to pricing upon which such
 

goods or commodities may be resold. 
(b) Bequire or coerce any person to enter into a contract 

agl'e8111ent , understanding, TImrketing system, or course of 

conduct whereby said person in turn requires or coerces 

third parties to adherc to a course of conduct with fixes , es­
tablishes, or maintains the prices , discounts, rebates, over­
rides, comm issions , fees , or other terms or conditions of sale 
relating to pricing upon which such goods or commodities 
may be resold. 

(c) Hefrain from selling any merchandise in any quan­

tity to any specified person , class of persons, business, or 
class of businesses; or through the facilities of any business 
class of businesses , or other means of distribution: Pro­
vided, lwwmJer That nothing in this order shall be con­
strued or applied to prohibit respondent from making bona 
fide unilateral selection of respondents ' customers on the 
basis of their own criteria and judgment, 01' from recom­
mending reasonable criteria and standards to their distribu­
tors for the selection of customers, said criteria and stand­
ards not violating the letter or spirit of any of the 
provisions of this order. 

(d) Require or coerce any person to enter into a eon tract 
agreement, understanding, marketing system, or course of 

conduct whereby said person in turn requires or coerces 

third parties to adhere to a course of conduct re uirino- in­
ducillg, or coercing any distributor to refrain from selling 
any merchandise in any quantity to any specified person 
class of persons, business, or class of business , or through 
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the faeilities of nny business, c1ass of bnsiness, or otber
 

means of distribution. 
l1er of :lny of corporate(e) Pl'cycnt :tll Y distributor or de 

rcspondent' s products from advertising either his distribu­
t.or.ship or said products, in any lnedia of his choosing, or 

pl'cycnting any distributor or dealer from employing the 
Lntdc name or any of the trademarks of corporate respond-

Provided, howev6T R.cspondentsent in said adn rtising: 


may take such steps as may be necessary to prot.ect its pub-

Jic ilnage nlld rights nndcl' the trademark and copyright 
Jaws. 

(f) Requirc or coerce any person to (-mter into a cont.l'ilcL 
agrcement, understanding, marketing system, or course of 

conduct which discriminates, directly 01' indirectly, in the 
price of any mCl'chandiseof like grade and quality by se11­

ing to any purchaser, directly or indirectly, 01' causing to be 
sold to any purchaser, at net prices higher than the net 

prices charged any other purchaser, who competes in the re­
sale or distributiou of such merchandise with the purchaser 
paying the higher price. 

2. Disc.riminating, directly 01' indirectly, in the price of any 
lllcrchanclise of Eke grade and quality by selling to any pur­
chaser at net prices higher than the net price charged any other 
purchaser "dlo competes in the resale or distribution oJ snch 
products with the purchaser paying the higher price, or with 
cust-anlel'S of the purchaser paying the higher price; P'lo1yided 

hO've'Jer That nothing herein contaill cl shall prevent differcn­
tials which lnake only due allmvancc for differences i11 the cost 

of manufacturer, sale or delivery: And jJTo1:ided /,aTtlWJ' That 
all ot.her defenses available in law to R charge of price discrimi­
nation shall be avaibble to the respondent company. 

;3. Discriminating, directly or indirect1y, in the terms or con­
ditions of sale of tl1Y merchandise of like grade and quality by
 

selling to any pure-haser npon terms or conditions of sale less fa­
vorable than the terms or conditions of sale upon which such 
products are sold to allY other purchaser \vho competes in the
 

resale of rcspondenCs products with the purchaser who is af­
forded Jess favorable terms or conditions of sale or with a C11S­

tome.r of the l'Ul"Chasl:r afforded the Jess favorable terms or con­
ditions of sale: PToL'ided That alI defenses available in law to a 
cha-rge of discrimination in terms fllldcon(litiolls of sale shall be 
ftyaiJable to the 1'sponclcnt company. 
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4. Entering into, maintaining, or Enforcing any contract 

agreement, understanding, marketing system , or COUl'::C of con­

lct with any dealer 01' distributor of any goods 01' ('. nrnmodi­

ties, or with any othor person, to require any person to pay any 
snm of money to any othcr distributor or dealer or other pcrson 
,,,hen not in ( xchnnge for any products or merchandise actual1y 
p11I"chased. 

oJ. Offering to payor paying, or authorizing, suggesting 01' re­

quiring the payment of any linder s fec , bonus , override, con1­

mission, cross-eommission, discount, rebate , divid0:11cl or other 
consideration or thing of value to any participant dealer or dis­
tributor, directly or indirectly, cxecpt for and in consideration 
of bona fi(le services actually rendercd to the respondent , partic­
ipant , denJer or distributor paying lor smm , in conncetionwith 
the snJe or purchase of goods, wares, or merchandise, with the 
amount of compensatioll for such services rendered having fl di-
red., actwt1 ftnd bona fide relationship to the services per­
formed: Prom:ded, ho'We?JeT That respondents may not pay, 
grant, snggest or authorize the payment of anything of value to 
a.ny pal't1cipant, dealer or distributor for recruit.ing partiei­
pants , dealers 01' djstributors except as 1'01l0W5: 

(i) 's,lid payment or other consideration is a o11\-timc 
only l'ewfLnl for each distributor or dealer recruited; 

(ii) The amount of said payment or othcr cOl1s!(h' rnjjoJl 
nw.y be either a St1111 certain OJ' all amount based upon ac­
tual fwd verified retail sa1es to the consuming public lJY the 
recruited distribut.or, not exceeding six (6) nlOnths in dUl'a­
1ion; and 

(iii) The recruiting or eneouragemcnt of recruit.ing does 
not contl"aV( nc any of thc provisions of Parts II and III or 

t.his onler. 
G. BefF,iring any of its distriblltors to obtain the prior ap­

proval of l'C'spondcnts for any mlvcrtising or promotion of the 
product 01' his distl'ibnt.ol'ship \vhcn the distrihutors 1JS\ their 
own funds for advprtlsing: P'tovhled , lw1L'e?)eT Tiwt nothing 

containcd herein shall prohibit respondents from furnishing its 
distributors with suggested fonus of advertising whieh d )lot 
othenvisc contravcnc thc law 01' tlH\ letter or spirit o-r allY of
 

the provisions 01 this order: And pl'oPI:ded jll/'thCi' H(,SpOlld( 
llay take snch steps as may be JWCessfU'Y to proted its p!!bljc 
image flEd rights nnder the trademark and eopyright. laws. 

7. Engaging, cithcr as part of any contract , agl'eC'ml'nt. , uncle\'­
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standing, or courses of eondud with any distributor or deah 
of any goods or commodities, or individually and uni1ateralJy, 
in the practice of: 

(a) Publishing or distributing, directly or indirectly, any 
list, order faun, report form, or pl'Olllotional TImterial 
which employs resale prices for such goods or cOJllnodities 
without stating c1early and visibly in connection therewith
 

the following statement:
 

The prices quoted herein are suggested prices only. 
All distributors and dealers are free to determine their 
own resale prices. 

(b) Publishing or distributing, directly or indirectly, any 
sales manual or instructional material which employs sam­
ple resale prices for such goods or commodities without 
stating clearly and visibly in connection therewith that said 
price upon which such goods or commodities may be resold 
arc not binding upon the distributor or dealer. 

(c) Publishing or distributing, directly or indirectly, ex­
cept as may be expressly herein, any ovcrridelrp01Yided 

whether required, recommended or suggested, to be paid by 
onc distributor or dealcr or class of distributors or dealers
 

to any other distributor or dealer or class of distributors or 
dealers, 

It iB further ordered That the aforesaid respondents and their of­
ficers , agents, representatives, employees, succcssors and assigns, in 
connection with the advertising, ofl'ering for sale or sale of products 
franchises or distributorships, or with the seeking to induce or in­
ducing the participation of persons, firms or corporations therefor 
in connection with any multilevel marketing program or any other 
kind of merchandising, marketing or sales promotion program, in 

comnlcrce, as "commerce" is defined in the Federal Trade Commis­
sion Act, do forthwith cease and desist, directly or indirectly, from: 

1. Operating or participating in the operation or suggested
 

operation of any program or pJan wherein the financial gains 
to the participants, other than remuneration from the retail 
sales of respondent's products, IS or nmy be dependent in any 
manner and to any degree upon the continued, successive re­

cruitment or other partieipants , except as expressly prO';ided 
herein. 

2. H.(' quiring that prospective participants or paTticipants in
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respondent' s said programs pay any considcration, either to re­

spondents or to any other person , other than payment for the 
actual cost of rea::onably nccessary sales materiaJs, and for 

products actually purchased in reasonable quantities, in order 
to participate in any manner therein. 

3. H.equiring, suggesting, using or particip .ting in any multi­
level marke6ng program , or any other kind of merchandising, 
marketing 01' sales promotion program , either directly or indi­
rectly : 

(a )VVerein any finder s fees, bonuses, overrides, com­
missions, cross-commissions, discounts, rebates , dividends 01' 

other compensation or profits inuring to participants 
therein arc or may be dependent, in whole or in part , upon 
the elemcnt of chance dominating over the skill or judg­
ment of the participants; or 

(b) Wherein no amount of judgment or skill exercised 
the participant has any appreciable effect upon allY or aJl 
finder s fees , bonuses , overrides, commissions, cross-commis­
sions, discounts, rebates, dividends or other compensation or 
profits which the participant may receive or be entitled to 
receive; or 

(c) 'Vhercin the participant is without that degree of
 

control over the operation of such plan as to cnable him to 
substantial1y affect the amount of any or aJl linder s fees 
bonuses, overrides, commissions, cross-commissions, dis­
counts , rebates, dividends or other compensation or profits 
which the participant may receive or be entitled to receive. 

, Representing, directly or by implication , that participants 
in respondents ' multilevel marketing program , or any other 

mles promotion programkind of merchandising, marketing or 


will carn or receive, or have the potential or reasonable expect­

ancy of earning or l'ec( iving, any stated or gross or net amount 
or representing in any manner the past earnings of participants 
unless in fact the past earnings represented arc those of a sub­

stantial number of participants in the community or geographic 
area in which such representations are made, accurately reflect 
the average earnings of these participants under circumstances
 

similar to those of the pa.rticipant or prospective participant to 
whom the represE', ntatioIls are made, and actual1y resulted from 
predominant elements of skill and judgment rather than clmncc. 

5. Heprcscnting, directly or by impHcatjon , that it is easy for 
participants to recruit or retain p( rsons who win invest or pal'­
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ticipate in rcspondents ' multilevel m:n'ke6ng program or other 
kind of merchandising marketing or saJes promotion program 
ither as distributors , denIm' , franchisees , wholesalers Ol' sales 

personnel. 
It is fnrtheT orde'led That l'espolldl llt Chemical Associates, Inc. 

shall ront.inuc t.o oUCI' to 1mV back sal('able and usable mcrchandise 
purchased by any of its distributors nt not less than cost less 15 per­

cent. 

That l'C'spoIHh'llt Chemical Asso(.jate , Inc. 

within sixty (60) days fronl the c!fcetin date of this order shall: 
It -is further ordered. 


1. 1\1ail or deliver it confonnec1 copy of this order to cease and 
desist to all prcsent distributors, sa les personnel or other persons 

le or (listrilmtion of respondents ' produets 01' 

services, 01' in the participation of rcspondents ' merchandising 
p1'ogl' ms. 

engaged in the 


2. Offpl' distl'ilmtol'ships or dealerships to any former distrib­
utor or dealer -who was terminated or suspended by rpspondcnt 
corporation for the violation of any rule, regulat.ion or po1icy 

which cont.l'aVCJW8 any of the provisions of this order. 
It i8 further onlei' That respondents or t.heir represent.atives 

sha1l ora11y inform ,111 prOSlwetivc participa,nts in rcspondents ' mul­
tilevel merchandising program or any other kind of merchandising, 
marketing or sales lH' omotion program , 111(1 to provide clearl).' a.nd 

conspl(,llollsly in all contracts of parti('ipation , that the contract may 
be CHJlcC'l1e.d for any 1'('ason by Jlotifi('ntion to respondcnts or' itH l'' 

sPllt.ativ('s ill writing within five (t.i) working days from the date 
of execution of snch COllt raet, 

That the r(,f:pondent.s hercin 8ha11 \vit-hinIt furtl1er ordered 
sixty (GO) days of the effective date 01 this order , file \yjth the, Com­
mission a report in writing setting forth in detail the manner and 
form in which they han' complied with this Orde1'1 amI SubS(' (jnpl1t 

thel'eto for a period of three. :renT'S tJH'l'cafter , provide the Com­
:mission with copies of al1 lJl'o('hnr(' , pamphlets, marketing pJa,Jls 

meeting SCTipts , fihn scripts , etc. , that respondents may employ (Jj­

J'pd.ly 01' indiI'PctJy in tlw promotion of their proc1ncts. 
That respondents notify the Commission at 

l('ast H) days prior to any proposed cha,n.g(' ill the corporate respond­
ent such as c1i!:sohlti()Jt assigmrwnt or s,d( resulting in the emergence 
()f a snCC('SSOl' corpol'atioJl tllP creation or dissolution of suhsic1iarips 
OJ' an)' other change' in the corporH,bon which rnay affect compli(ll!cc 

J t ,is IUl'tlwl' oj'(le-rerl
 

obligations arising ont of the order. 
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Complaint 

Ix TI!J l\I.\ITER OF
 

B, MAHGAInTIS FGHS , INC" ET AL, 

CON.sEi'T ORDER , ETC., IX nEG,\Im TO TIfE ALLEGED nOTNl'IOK OF
 
Trm FEmm \L TIL\DE C01\'l:\IISSIOX /lXD THE FUR I'RODUCTS
 

LAllELlXG ACTS
 

l)ol'ket C- Ii'Q80 (' ,ollplailJ , IJt' e, , 1W/()-J)cci8irl'l DCi' lfJ7fJ 

-C()n nt onh' l' l'' w Ym' !. City lJnnllfadnJ'f'1' of fnt g ll'll!(nts tofjllil"inl-
0 in\"ld('ing: :'
ceasl' hJ1r-ln':1H.ling. 1':11:-1'1 11HI .leCPl)tivl:l - g.l1:\ranteeing- ib; fur 

IH' ()(lIICtf.. 

COMJ'J. AIXT 

Pursuant to the pro\'lslons of the F' pclc' ral TrHd( Commission --\et 
and thc Fur I') l'oduds Labc1ing Act , and by vil't.nc of the aut.hority 

stc d in it by said Acts , t.hl' Federal Trade Commission, having
rcason to be1ieve thaL B. l\largal'itis Furs Inc., a corporation, and 
(;IIS :\larg:tritis and Barh:ua l\fargaritis , individually and as officers 
of said corporation , hereinafter l'cfcncd t.o as l'C'sponcients , have vio­
hkcl the provisions 01' sni(l Acts and the Hules and Hegulations pro-
Jlulgated 11lder the Fur Produds Labcling Act , and it appearing' to 
t))( Cornmission that ;l pl'OCeN1ing hy it in respect thereof would be 
in t.ho pub1ie interest , hercby issues its complaint stating its charges 
in that respect as foJlmvs:
 

PARAGIL\I'H 1. Hospoudent B. )largal'itis FuI's Inc. , is fl corpora­
tion orgmiizpcL eXlsting :mrl doing l.msincss Ulldl'T and by virtue of 
the Ja \vs of the State of Nevi' York. 

H.( spondrnts Gus Nraq aritjs and Barbara ::fargaritis an' Off(,(,L'i 
of the corpornte respondpnt. They formulate, chn'd and control the 
poJicies, acts and practices of the corporat.e r('spondent inchJdillg 
those hereina.fter set fort.h. 

Hcspondp,lJts f1n malllfnrtm' ers of fllr products with th€.,jr offc.o 
nnd principal p1aC( of ImsilH'ss located nt 350 Sevent.h Avenue 
York, New York. 

1H. 2. Respondent.s fire HOW and for some time last past have 
been ('ngaged in the introdnetion into commerce : and in the manH­
factll' e Jor intl'odnchon in10 commerce , and in the sale , advertising, 
and offering for sale in COlllllerce: and in th( transportation and dis­
tribution in ('ommercc: of fur pl'ochH'ts; and han manufactured for 
saJe , sold, a(hertj , oH'pl'r'c1 for sale, transported and distribut.ed 
fur products which hfjv( bcen ma.de ill whole or in part of furs 

which h lVC be( n shipped and r('('0.i'l' pd ill commen' C', as the torlnS 


