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sa.les personnel and each of its other employees engflgcd in estabJjsh
iug a,nd maintaining franchises.

J t ,is f'urthM' onlcTcd That respondent Barton s Candy Corpora-

tion notify the Commission at hmst thirty (30) clays prior to any
pl'opos(- d change in the corporate respondent which may airect com-
pliance obligations arising out of this order, such as dissolution , 118-

sigllncnt or sale resulting in the emergence of a successor corpora-
tion, the creation of or dissolution of subsidiaries or any othor
clin nge in the ( orporation.

1 t 1:8 f'urther ordcTcd That respondent Harton s Candy Corpora.
bon Sh l11 , within sixty (60) days after service upon it of this order
file with the COrYnnission 11 report , in writing, setting forth in detail
the manner and form ill -.vhich it has complied with this order.
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Consent order requiring- a San Jose, Ca1if., seHer and distrilmtor of househohl

eomJUcrcial and iJHlu.'!tri:!l cleancrs and ,,,axeR , and also di;.trihutol'Ships
for the sale of r( sJ1onc1ents ' products , to ('ease operating a multi- Ieyel pro-

gram in \vhich Vro/its are dqwlulent upon S1H' e;.sive recruitment of otlIers
paying any amonnt 1:0 any per;.on unless in COllH dion with the ad-ual sale
of I1rO(:ucts to the nltimate ('onSllll('r. rerlniring IH' OSI)ective participants to
make any other payment than that of the actual cost of materials. misus-
ing in any manner the multi- level marketing program , misrel)respnting the
)JOst earnings of participants, aIle! maldng ot.her misrepl'eRentat.ons as to
the earnings of purticipaIlts in the multi-level marketing progr:ulls.

COl\n' r,,\INT

PnrSlmnt to the provisions of the Federal Trade Commission Act
and by virtue 01 the authority vested in it by said Act , the Federal
Trade COlmnission , havlng I' ason to believe that Bestline Products
C01' poI' ation and Bcstline Prodnets, Inc. , eorporations , and \Tjlliam

E. Bai)ey and Hobert 'V. DePcw , iIH.li\:jc1ual1y ilucl as oiIorI's of said
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('oJ' poraJjons Jllreinafter l'cferred to as respondcnts , have violated

the prO\-isio118 of sllid Ac,!" :tnd it appe l'ing t.o the Commission that
a proceeding by it in respect Lhen of \yollld be in the public Interest
IH' reb:y iS811es its complaint. stating its cl1al'gt'S in tlwt rc'; llect 1S 1'01-

10\\'8 :

\R_\GIL\I'H 1. Hcspondcnt Bestline Prodnd.s Corporation , is a cor-
poration organized , existing and doing business under and by virtue
of the laws of the State of CaljIol'uia , with its principal office and
p1a('( of lmsiness located at 2; GO Trimble Ho:ul , San .Jose , Califor-
111H.

Respondent Bestlinc Procluds , Ine. , is a corporation organized , ex-
isting and doing busincss lllldl'r and by yirhH' of tlIp hnys of tJ)(

State of California, with il:s principal offce and place of business lo-
cated at 2:-H:;O Trll!1ble Road , San .Tosp , California. It i,.. a \\"ho11y-
o\Vlled subsidiary of BestJine Products Corporation.

llespondents 'Villiam E. Huiley and Robert ,V. DePew are offcers
and stockholders of tlw corporate respon(lents. They formulate, di-

rect nnd cont.rol t.he acts nnd practiccs of the corporate respondents
ineludillg the acts and prad, iees lw!,pi1l1ft(,J' set forth. Theil' addlTss
is the same as that of the corporate rcspondents.

TJJe a:fOl' llwntjoned respondent.s cooperate and aet togetJwr in

(,illTying ont the acts and pradi('( s hen-in:l ft(' l' ;et. forth.
\R. 2. Hespondel1ts are now, ann for some t.ime last past have

been, rugaged in Ole ad vertising, oH'cring for sa 1e , sale and distribu-
tion of household , commercial ana industTinl cleaners and waxes and
distrilmt-orsl1ips and franc.hises to the puL1ie , and are inducing, and
Imyc illdllcc(l , persons t.o invest snhstant,iaI S11ms of money in re
spondpnts ' llndti- lcvpl llnrketing' pJ'og"ram as JH' reinaft.cl' more 1'n11y

described.
. :t Tn t.he eonrt'e and condnct of t.heir bnsiness, respondents

JJOW cause, and for some time last past have eansed, their prodllets

when sold , to be shipped from their plaees of business in the States
of I1linois and California to purchasers t.hereof located in Yal'iotls
States of the Fniterl St.ates other t.!J:m the sta.t( of ol'igination , and
in t!w ('oursc of establishing and maint.aining their multi- level mal'-
kdin progrnm have transmitted and n cived eontrads, promo-
tional mrJcl'ial and various business pnp('' s aJlong and between the

sen' l'alstates , and maintain , and at- an tiJJH' s 1JJCH'ti01H'd hereIn lw\"c
Inaintainecl, a snbstantial course of trade in saiel products in eom-
111(1":e , as "eommcree" is defined in the Federal Trade COIlmission
;\d.

\I1. .,-, In tlw (,Ol11'Se and COlHl!wt of thpir !Jusinpt't' as a:fon' S:1.id
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rcspondents llaYC lls( c1 ilnd an now nsing a Illl1ti lp\'el nUllkct1ng

program having -falll' 1l'V('1s of particip:1nts. -'- description of these
ll'vels , in order of J1dl'll(' Y, fol1mys:

1. neta11 distl'ibntol'- Thc n'tail c1ist l'i1mto!' purclws(;s proc1nds

from (L snbwhol salpr OJ. direct disrrilmtol',d ft ;YJ-40 Fl l,(Cllt dis-

cOllnt , for s,tIc to the consnming IJlh1ic.
2. t)rJJwhnlesaler- Thp sul)wholesakr jJll1'cl'.asl?s proancts from a

diJ' ed- distribl1toI' at a ;10-01 lWl'cent. disc' ()lnL for d1strilnlLi011 to n'

tail distributors and direct sah s to the ('onsmning public. The snh-

wh()h sal('r is entitlt d to o\' rriclps on pni'CllHsP-s by rdail distriJJutors

b(Jow' him in tlw chain. II( is also entitled to a. bOllus for l'NTlliting
,t direct distributor and a commissioll fOl. rccJ'l1iting anotl1ll' snb-
wholesalers. All e.ntl' ,l1t qUfllifips as il sl1b\YhoJp:; t1( r non plll'elJnsing-

prodnetH ,vith a 8:\00 "refund volmne " Y,ll11('.

. Direct distl"iblltor-The dir('ct distribnLJr pnl'd:ases products
directly fronl t.he n spondc.nts at a 52 percent discount for distribu-

tion to snbwholesalcr:3 and rdailel's bl'lo\Y hinJ in t1le chain. lIe is
nhtled to 22 perccnt of thc "refund volume" value of purchases

umde by snb,yholes t1ers and J'CtRj1 distribntors lwlmy him in Ole
chain , )Pss refund bon usps paid according to Ow sides volume genl'r-
atell by the.se slrbdistl'ibut.ors. The di!'rct distributor also J'C'C'piyl's a

cOlnmission fwd continuing override on pm'c!uH3PS by a direct clistl'ib-
llt01' or snbwllOlesflJer who he has rccruited into the madn: tin . pro-
gram. A pnrtieipnnt qnalifies fiS a direct distributor upon pm'chasin!,

OOO " refund volume" vahle of products at a ('ost of $B 500.
4. General distribnt,or-The gcnend dish'ibut.ol' does not lloJ'nal1y

purchase products for distribution in t.he ('ha1n but he IIay PIlt'chase
products at 1 60 peJ'' llt disconnt. The gPllcrnl distributor is ent.itJed
to a commission r!.Jld continnin:); OVPITide on a11 purchases Ly a. direct
distributor recrl1ited by him , a release fee paid by a din'et distribu-
tor l'p,cruitcd by him at sllch time as the clire.ct distributor aseends t.o

the position of gClleral distl'ibntor , and a commi::sion and continuing
override on all purchases by ,t gl lH'rnl distributor originalJy re-
cruit.ed by him,

o qua.lify as a general distributor, ft pnrtieipant must first be it
direct distributor, and is reqnircd to pay B2 7;)O to the rcsponcknts
and rccruit a direct distributor to n place him.

PnJ'tieipants at e:Jeh lcycl of distribution m:1Y sell products all 

1'ctail basis t.o the (,ollSlllling pubJic.
Ttespondents repn:s lJt thnmgh ora 1 and ,\'rit ten st-att l1l'llts to pro-

spective investors that it is Hot diHicult to sell Owi1' h011sehold clptlll-
ing products and to recruit nc1dit.ional participants in their mal'ket-
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ing plan and thereby achieve high levels of ineol1o. Typical and
il1ust.rative of said statements anc1l'cprcscnt.ations , but not. all inclu-
sive thereof , are the following:

1. If it subv.,rholcsalcr recruits six (n) retailers and eaeh of those
six buv from the sub wholesaler $200 in products in one month , and
in addition the subwholcsalcr sells $200 in prodllc.s at the l'ptail

level , the subwholcsalcl' will earn in profit $210 that month.
2. In the follO'ving month , if each of the six (6) l'ctai leI'S iIlitially

recruited by th( subwholcsalcr in the example above recruits six (6)
retailers below them in the ehain , the suh\yholesnlel' may become a
direct dist.ributor and the initial six (6) retailers may become sl1b-
wholesalers. If each of the thirty-six (36) new retailers buys $200 in

products from their respective sub\vholesalcrs, and the six (fi) snb-
wholesalers buy $1 400 in. products from the dired distributor, and
the direct distributor sells $200 in produets at retail , the direct clis-
tributor will earn in profit $1 046 that month.

PAR. 5. Hcspondent.s ' multi- level marketing program contetnplates
a virhml1y endless recruiting of participants in the sales program.

FUl'ther , additional participants must increase progrcssively t.o in-
sure the participants the l'epl' sented financial gains while the O\'C1'-

all number of pot.ent.ial investors remains relatively constant. Thus
the participant may be, and in a substantial umnber of instances
will be , unable to find addit.ionnl investors in a given community or
geogl'aphica,l arca by the time lw enters respondents ' merehalldising
program, This comes about because the recruiting of participants
who comc into the program at an earlier stage has already exhaust.ed
the 1l1mber of pl'OSpcctlYC partieip::1-ts. As to the individual partiei-
pant, therefore, respondcnt.s ' program must of necessity ultimately
col lapse when Ow market for clistl'ilmtors becomes saturated.

Although some, participants in respondents ' multi- Jcvel merchan-
dising program may rea!ize a profit, all participant.s do not have t.he
pot.entiality of rcceiving Slims of money equal to or greater than
those d( seribed in Paragraph Four throngh l'ec.ruiting: other partici-
pants and through findcr s fees, c.ommissions, overrides, and ot.her

compensation arising ont of the sale of l'e pondent.s ' products or t.he
recruit.rmmt of other distributors by other participants in the pro-
gra.nl. As it matter of faet, SOlne participants ill the program .wil11'e-
ceivc EttIe 01' llO returll 011 their investment.

For the fOl'cgoing re.asons , respondents ' multi- level merchandising
program is organized and operated in such a manncr that the rpali-
zat.ion of profit. by any participant contemplates, and is necessarily
predicated upon , the exploitation of others who have virtua.l1y no
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ehance of reeeiving a return on their investment and who have been
induced to participate by misrepresentations as to pohmtial earnings.
Therefore, the lIse by respondents of the. aforesaid program in
(:ollncetion with the sa.1c of their merclmndise ,vas and is an unfair
act and practice, and was and is false, misleading and decept.i ve,

PAR. 6. In the course and conduct of their business as aforesaid,
and for the purpose of inducing the purchase of their products, and
the purchase of distributorships and participation in their multi-
level marketing program , the rcspondents have IIHtde , and are now
making- nurn( l'OUS statements and rcpresentations in certain prOIIO-

tlomd materials, including, but not limited t.o film strips, long play
records, recorded tapes, neVi"S letters , information manuals , market-
ing plan booklets, 111ceting scripts and othcr materials.

Typical and illustrative of said statements and l'epresentations\
but not alJ in elusive thereof, arc the following:

1. By the time you get the job done, yon may have fifty retailers and t\"en-
t.y-five sub-\vhole:,alers * * * (sic).

2. \Vith a little \'lark it is oJwious that ;you conIcl he( ome a cUred distributor
your second month with the company.

3. \Ve Il show yon bow you can earn

" * * 

100- BOO--$500 a month $IntI
for those a little more r-eriol1s , $1000 and $2 000 fJcr month ilnd mOrc.

100 for \vorking fll1proximately t.,;\,o hours fl day"
1'11iR is the position that is designed to earn $2 000, :r3 OOO a mont.h and up,

and we ve got lot.s of folks, some of them right here in this room , today, who
are doing that.

,!. It haR wOJ'ked time and time again for hundrcds of people in Be tll1e"
There is no limH the number of direct distributorR that. you :11e allowed

to recruit HOl" to tlJc new areas you can opcn up with yonr lnu:;iIJesS.

PAR. 7. By and through thc use of the nbove-quoted statcHHmts
and represcntations tnd ot.hers of similar import and meaning, but
not expressly set out herein , and for the pnrpose of indueing partici-
pation by others in their saidmul'kcting program and the purc.hase
of their said nwrchalldisc , respondents and their ag(mt.s awl repre-
sent.atives, represent., and have rl pl'esented , directly or by implica-

tion , to prospective participants , that:
1. It is not diffcult for investors to recruit and retain pt rSmlS ''1110

will invest in said progra.m as distribntoys and as sales personnel to
\vork home routes and sell respondents ' products door- ta-door so as to
enable said investors to recoup their investment and to earn the l'Cp-
l'cse, nted profits set forth heJ' in.

2. It is not difleult for partieipants to asccnd to ft higher level of
distribution withill the marketing chain so as to inel'cast; thc chances
of said part.ieipants to reeonp their i lvestmcnt and to earn the rep-
resented profits set forth herein.
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3. Participants in thr.ir said markEting program have the poten-
tialit.y and reasonable expectancy of receiving large profits or earn-
lngs.

4. The solid marketing- program is commcrcial1y feasible for all
participants and t.he supply or available ent.rants and investors is
virtually inexhaustiblu.

PAn. H. Tn truth and in fad:

1. It is diHicult for inn, st.ors to rccruit and retain persons who
will invest in said program as distributors and as sales personnel to
work home routes and Fmll respondents ' products door- ta-door so as
to enable said investors to recoup their invr.stmcnt and to earn t.lw
)"cpJ'C'scntcd profits set. JOl'th herein.

:2. Ji. is diffcult. -for pal'ti('ipants t.o ascend t.o a lIig-hcl' level of dis-
trilmtion within t.he marketing- chain so as to illcl'cas( tlIc chancc8 of
sHid participants to recoup their illn.: stmcnt and to earn the n prC'-
sented profits set forth herein.

n, For the reasons lIel'cinabove set fort.h, participants in respond-

ents ' marketing pl'ogr:\!n do not haVt the pot(cnt.ia.lity and reasonable
xp(' C'tall(' Y of recciving- large profits Of' (' arnings,

1. The said marketing pl'OgTilJJ is not. ( ()mm('rcjally feasible for

a11 p,llticipant-s and by tJw JwtUl'C of t.w said marketing plan as
hen'ill clpscrilwcl the snpply of avnilable ( Jlj-rallts and inn' stoJ's mllst
nl!- i!naJ(,jy be cxh:llstml.

'1JI(' I'('101'P , the statements and n'prescntntiv('s ns sd, fort-hin Para-
gl'aphs Six a;hl SI.

(',

J1 han' been and al'f' fals( , 111is1t'ading ::Jld clc-
C'( pi i Y('

\J:, f), n('sp()nd(,llh:- !nC'I'('hnlldising ' pl'o nlln isin the JlfdnJ'l' of :\
lolt(', r)"rll nl 1t pnrticipants :tJ' inc1ucpcl to iJlYl'sL f;l1bstant,ial sums of
1TJOIH' Y f)Jl the l'os ,ihilij-y tJlat hy t.11' ndi\-jli('.' and eiT'orts of othcrs
0\' 1' 'IY))'))! tlleY (' \Tl'ciSt, no cnlJll'ol 01' cEl'ect iOJJ tbey will )'' ('ein
tLi' p;'ofits d,' !wl'ib' fl -in P,ll'agl'Hphfi FO!ll' (\!Ill 2, ix hpj'pin. The J'nli-
7"ltiol1 of such financrn1 p:;tin is not. rkppnclcnt on t.he skill nd ('fIort
oJ the illdi, jll!::1! padi(.ipant, lmt if) the, rcsll1t of Ch' IlJelltS of clwllcc
including tJll mlilllH' 1' o!: Ininr p:\l'licip:mts and the t1cgrce of S t\1l'H-
(ion of tli(, F)". J'ket ,yhich p ;;ists "lvhcn the part.icipant is ija!nced 
rl1nk(' l:itJ in'" st.mcI!L

The USt' h v l'' SpOllCh:'llh3 of a nm1ti-

!('

cl mal'kdil1g program.
which is ill the ,nitun' or a JottCl'Y, i i contrary to the established
pllhlir: pO lic ,' of tJIP Uoi(-eel SJt;tcs nnd is all 111f,1il' ad and practic.e.

u:, 11. In the COJlluct of their bllSi!l ss, at ,dl times mentioned
h(T 'in, 1' f)lK:1Hll'J1ts 11(\'(' hc('!) in sllhslnnt1:11 compdition lJ com-
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meteD ,vith (",orporat.ons, firms and individuals in the sah of home
care products of the same general kind and nature as those sold by
respoJldE JltS.

Pal'. 11. The use by the n spondents of the aforesaid false, mis-

leading nnd deccptjV( , statcmcnts , reprpscntations , fLnd practices has
had , and no\v has , the c.apacity and tendency to TIish ad membcI's of
the public into the erroneol1s mld mi8taln n be1ief that said state-
ments and represcntations were and axe trnc and into the illVl stmellt
of substantial SlIms of mOlwy to participate in the responde,nts ' mnl-
tj.. Jevcl mal'kE ting progTI1Hl and the purchase of substantial quanti-
ties of l'espond(mts' products by reason of said CITOlleOUS and
mjstakl'l1 belief.

PAH. 12. TIm afon said lds and practices of the J'cspondents, as

hprpin alleged , wcre and arc all to the prejudice and injury of the
pl1h1ie and of respondents ' competit.ors aud constituted anclllOW cou-
stitute, unfair methods of competition in COnHnel'Ce a.llcll1nfair met.h-
ods Hnd dccept.ive acts ilnd practices in commerce, in violation of
;)ectioll ;") of the Fedcral Trade Comissioll J\et."

I)ECISlOX ,\ND OnnEH

Tlit, Comm; .;si()l1 having heretofore detpnn1m'd to issllc its ('OIn-

pblnt eJwl'ging the l''spollchcnts named iil t.he caption hen-of wjth
,'inlatioll of the Fedl'l'al Trade Commission Act, ancl the respondents
Jta\" jJlg t)(cn sCITed with Hotie(; of E;aicl dctcnnijl;lt.on and wit.h a
cop:,' of tJw eornpbint the Commission lnteacled t.o jssl1e, tog'dlJl:l'
wirh a j)l'opof.rcl form of order; and

The l' e:3I)(J1l(l(' li-s :1J1(1 COHl1Sd Jor tbe C()n llis :.j()ll havitlg" thcl'c-
aJtel' c\:' llted nn tt T(,(,Bl('nt cOl1hiJliw! a COllspnt crekr , an admis ioJ1

tJw l\Sl)()jlj(' llts of all the jm'isdictionnl -het:: set fmth in the
c0J!JpJaint to i::;;:ue Jwn irl. a stnh.:J1wnt that t!w signing' ef 8,1id :lgrcr,

JJt is fOl spU_ !eJl('Jll; parpos(' s only Gnd does 110(, COJiiJLitllt( un ;ul,
111iss:OII b:y 1\;sponclcllt that. the la,,' has becn ' 'jointed s ,1J/l'g('d in
sl!cll co:nplaint" :md \Yain s nnd cthl'r prm'isioJ1s as J'' Cjl1il'pd b:: t1H'

olnmi sioJ\ s TIull;::; ( ncl
The Commission Jmving ('ousidel' d tlw at:Te('I1Wllt and havin ' ,1('-

n:ptecl same' , and tlw :!gTl'CJJH'nt contalJliJ ;g consent ol'ckr ht viJlg
IJwJ'' uPOJl bV('Jl pla('('d on till public l"C'cord 1'01' a lWl'lod of thirty

) clays , and hnvin&: cluj \, cOl:::idl'recl tlle comments fih' rl thcl'eaftcr'
pm' swulL to S 2.i14, (b) of its Huh' , now in furt.her conformity with
the procedure pl'cscl'ibpd in 3:1(b) of its Hnll's, the COIrn;lissioll
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hereby issues its complaint in the form contemplated by said agree-
ment, makes the following jurisdictional findings , and enters the fol-
lowing order:

1. Respondent DestlinG Products Corporation , is a corporation or-
ganized , existing and doing business under and by virtue of the laws
of the State of California, with its prineipal offce and plaee of

business located at 2350 Trimble Road, San .Jose, California.
Respondent Bestline Products , Inc. , is a corporation organized, ex-

isting and doing busilH SS llld( r and by virtue of the 1a \VB of the
State of California , with its pl'ineipal offce and place of business lo-
cated at 23f.10 Trimble !-oad , San .Jose, Californiu. It is a wholJy-
owned subsidiary of BcsUine Products Corporation.

Respondents Will iam E. Bailey and Hobert VV. DePew are offcers
and stockholders of the corporate rcspondcnts. Their addrcss is the
samc as that of thc corporate rcspondents.

2. The F'ederal Trade Commission has jurisdiction of the subject
mattcr of this proceeding and of the respondents, and tlw procccd-

ing is in the public intcrcst.
OIUHm

It i8 oJ'deJ'ed That respondents Bcstline Products, Inc., Bestline
Products Corporation , corporations , and their offcers and William
E. Bailey and Hobcrt "'V. lJeFl , indiviehudJy and as offccrs of said
corporation and respondents ' agents , rcpresentaLives and employees
dire'ctly or through any corporat( 01' other device in eonnec.ion with
the advertising, offering for salc, sale or distribution of household

industrial or commercial elrmners or "\vaxcs or ot.her pl'oduets 01' of
distributioTships or franchises ,in a multi-level or ot.her market,iug
program or wit.h the sccking to inducc 01' inducing the participation
of pcrS011S, firms, 01' corporations in a multi- level 01' otllE r marketing
program in eommen:e, as "commcrce" is defined in th( Fedel'al
Trade Commission Act, do fOl'tlnvith c.eas(') and desist from:

1. Opcrating or, directly or indircctly, participating in the
opcration of any multi- level marketing program wherein the fin-
ancial gains to the participants are dependent upon the contin-
ued , successive rccruitment 01' other participants.

2. Offering to pay, paying or authorizing the pa.yment of any

findcr s f( , bonus, mrerride , commission , cross-commission, dis-

count, rebate, dividend or other consideration to any
partieip:wts in respondent's rnulti- le\rel marketing program for
the solieitation or rccruitment of other participants therein.

3. Offering to pay, paying or authorizing payment of any
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bonus , override , commission, cross-comnnSSlOn , discount, rebate
dividend or other consideration to any person , firm or corpora-
tion in connection with the sale of any product or service under
respondent' s multi-level marketing program unless such person
Iirm or corporation performs a bona fide and essential snpcrvi-
sory, distributive , selling or soliciting fnndion in the sale and
delivery of such products to the ultimaLe consumer.

4. Hequiring prospective participants or participants in re-

spondents ' said program to purchase the product or pay any
other consideration , ather than payment for the actual cost of
necessary sales materials, in order to participate in any mallUel'
therein: Provided, lwweveT That respondents may requlre or
may suggest the purchase of specific and reasonable inventories
only, by any distributor , on the exprcss condition that respond-
ents at the tJnrr1C time agree to repurchase any unused and undam-
aged portion 01 an lnitial inventory from any purclwser
thereof at full cost less reasonable shipping costs , if any, within
90 days from the deli very of the product at the option of the
purchaser; PTo1J:ded frwrther however, that if inventory costs
ronch $;'00 or more, within said 90 day pCl:.jod , then said obliga-
tion to repurchase shall ceaSe immediately UpOll participant'

tendering a subsequent order to purchase tlH product.
G. Using any multi- level marketing program, either directly

or indirectly:

(a) 'Vhe1'ein any linder s Ice, bonus , override , commission
cross-commission , discount, rebate, dividend or other COIT-

nsntion or profit inuring to participants therein is de-

pendent on the clement of chance dominating over the skill
or judgment of the participants; or

(b) 'Vhercin no amount of judgment or skill cXerCi8( d by
the pa,rticipant has allY appreciabl( effeet llpon any Linder
fee , bonus , oV81'ri(le , commission , cross-commission , discollnt
rebate, dividend 01' othcr compensation 01' profits \vhieh the
participant may receive; or

(e) \Vhen in the participant is without that degree of

control over the op( ration of suell plan as to enable him
substantiaJ!y to affect the amonnt 01 any finder s fcc, banns
override., cOlllmission , cross-eommissioll, discount, rebate
dividend or other cmnpcnsation or pl'oiit which he may re-
ceive or b( entitled to receive.

n. lJsi!l?; any mnH, JeH l rn:\rJ.:;ct.ing program which Iails to:
(a.) Inform omlly aJI participant.s in respondcnts ' nln1ti-
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J)('ei:-iOJl ,l)Hl Onkl' if) If.

1(:\':1 nutrketing programs and to provjd( in writing in all
cont l'8.cts 01 participation that tlH contract may he can-

('('lIed for any l'C:l Oll by notiIication to rc spolld('nts in writ-

ing w itllill th1''(' working days from the dai c of exccution
of such l'Ont.l':lc.t.

(1J) :((p-j"nd imml\c1iately a11 1I1OJlips to (J) pr:rtjeipDllts

who lwve requ(,sLcc1 contract cancellation in \\Titing within
t!n' working tlays from the execution th('1' ()f) and (2)
part.icipants howillg that l'CSpOllc1clltS ' c'ont.rilct so1icltatiolls

or pCJ'Jol'lIanco wc:rc attended by or involved vioJation of
any of the p1'ovisions of Oris order.

7. I:epn:.scJltlllg, directly or by implication, that p:ll'icipfl1rS

in rcsponcknts ' Jnnlti- level maTh-ding programs ,viII PftTll 01' n

cpjve any stated 01' gross aI' net amount; 01' l'eprpsenbng, in ;111)'

In,lllWI" ) th( past earnings of p;u'tieipfl1ts lInless ill fact the past
HI'llings relH'cse11t.ed are those of a subsht.t.ial llumber oj' par-

ti(jpanh" in the comIllmity or geographical area in which sneh
l'qn' spntnt-olls arc, made and acennltc1y l'efiect the average
earnings of these participant.s 1lHiPr circnmstances similar to
those of the participant 01' prospcctive p,ll'l1cipaJlt to whom the
J'' pl'l sentation js made.

R. H('pn sentillg, din dly OJ" by implieation , thai' it is not dif-
ficult 1'01' participant- s to recruit or rctain p( rsoJls to invest in
rpspollch nts ' mnlti- level mal'k( ting programs as distributors or
as sa,les persoJlJlel to work l:ome routes 01' sell respondcnts ' pro(l-
lids door- to-clool' or any otlWf' manner.

D. nrpn selltillg, diJ'(',tly or by implicatioIl , that it is not (1if-

(ic1l1t for participants to ascend to (t, higher level of distribntion
witbin the markding ehain.

10. Heprcsenting, djn etly or by implicatioll; that al1 pal'iej-
pants in the respondents ' mnlti- l(wel JIJal'keting program or any
othcr sales program wi!l sncec,ed.

11. Hcpl'cscnting, directly or by implicat.ion , that the snpply
of availthle entrants 01' investors in tlw n spolldents ' markd.ing-
program is inexhaustible; or JnisJ'cIH'psenting, in any manllcr
the a \'ailability of snch entrants or inVl' stors.

12. (a) Failing to disclose, orally and in writing, the tprms of
this orclPT to c( ase and desist to all pl'C'SC!!t and 1turc clist.rilm-
tors , salesmen 01' ot.hcl' persons cngaged in the :mlc of n'spond-
('nts ' products, sCl'vices, or mCl'elIandising pl'ognlIns , and SCC' ll'
ing frOlll each slich distributor, salesmcn 01' othe1' lwrso!t a
sigJl' d statement evidencillg receipt of sHid disclosure.
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(b) FaiJing to make avni)abh on request :t copy of this CptlSe

;.Hcl c1c ist ordcr to allY participant 01' proSlwctivc pal'ticip Ult.

it is lw.tlwp oi'dcJ' That respondents notify the COHnnission at.

Jpast t.hirty (gO) days prior to any proposed change ill the corpOl'atc
respondent, slH'h as dissoJution, (1ssignm( llL or snJe l'' snltillg in the
pmnl'g:cnce of a S'.ICC('-f'; Ol' corporubon ) the crcation or di so1lltj()1l of

SLtosidiaries or any other change in t.he corporation \\'hi(:11 l11l)' aiJed

cOlnplianco obl igations arising out of thjs order.

It ' ,' fUl'!JWT oN/ered That the l'cspolldl' llt corporations shan
forthwith, distl'ibuU: n c.opy of this on1er lo cac,h of thcll" Opi'J'1tjng

divisions.
It 1:8 fu;i'hel' oHler' That the rC'spondcnts herc' lH dwll \\'ithi)1

sixty (GO) days :lfL 1' sen.-ice upon thcm of t.his Grdcr ; fih \yith the

COJlunissiolJ n. n:port , in writing, setting forth ill detail the J1:lJlwr
and forHl in which they h:tve cOlnpJied with this ordcl'.

IN 'l'm ::I..\.TTER OF

DRUG VAll' , IXC. , TRADIxa AS DRUG FAn

GONGE);'! own:!: , ETC. , lN REGAIm TO TLrE ALLEGED VIOLATIOX OF

TJ-U: I"EDERAL TRADE COl\BnSSIOX ACT

Docket. 

(.-

1 US/'. COJiplaint , Jllly 8;; J.j''il- J)('ei. i()n , .Jut!! nr/l

CUllSl'n!. order n' quil'ing a cJJain of retail c1J'ug t(ll'(,s with lH'ndquilrters in ,\1-

exandl'ia , Va., to cpase Vl'(-tid ('iing' pl'iyatl' brawl J1prdl,lIHliO'(' witll allY
stated prite, m;jn the ".onls " SCl\DIER Dlf;COUN'lS" : \111 (JUli' !' sJ1cial
\\'on1s l1J!k s tile luke is an actual disCOllut , 11i l'Pl)l' (,s(,Jl(ill t!J,li: the cus,
tomer is nlIonled a savings, Hl1d failing to llU1inhlin nrll'(ju:ltl' )' l'(' ol'ls (0

S1JPvort savings claims.

CO::UPLAI::T

Pursuant to t.he provisions 01 the Fccla'al Trade Commission Act
and by virtue of t.he authority vest.ed in it by said Act) the Federal
Trade Commission , having reason to believe that Drug Fail' , Inc., a
eorporabon , trading as Drug Fair, and eerta,in subsidiary corpora-
tions of Drug I, ail' , Inc. , hcrciJlafter rcfel'red to as respond(:nts , Jmve
violated the provisions of said Act , Hnd it appea.ring to the Cornmis-
sion that a proceeding by it in rc ped thereof wou1d be. in the public
interest , hereby jssues its complaint stating jts charges in that re-
spect as follows:
PAUAORAPJI 1. Respondent Drug Fair ) Inc.. , trading as Drug I air

is a corporation organized , existing and doing business lUluer and by


