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least 30 days prior to a.ny proposed change in lhe corporate respond-
ent' s business organizaJion , such as dis,:olutioll , assignment or sale
result,ng in the emergence of SUGcessor corpor 1tions, the creation or
dissolution of subsidiaries or any other change in the corporation \vhieh
may affect compliance obligations arising out of the order.

It is further oTdered That the respondent corporation shall forth-
with distribute a eopy of this order to each of its operating- divisions.

It i8 fnrther oTdered That the respondents shall , within 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 eomplicc1 with this order.

IN TIm ThfATTEn OF

INTERNATIO" AL TRANSISTOR CORP" :FJT AL.

CONSENT ORDlm, r TC., IN HEGARD TO TIlE ALLEGED VIOLATION OJ.' THE
I"EDEHAL THADE COJ.IJ\IISSTOK ACT

Docket 0-2101. COmf)laint, Nov, 17

, .

1971- Decision, No?). HJIl

Consent order requiring an importer of trunsistor radios of Los Angeles , Calif.
to cease misrepresenting the number of transistors or other componen1:f' in
its products or the functions of any such component.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Ad,
and by virtue of the authority vested in it by that Act , the Federal
Trade Commission , having l'ec son to belicve that International rrran-
sistoI' Corp. , a corporation and Gelle Gillis, indjvidually and as an
officcr of s lid corporation , hereinafter referred to as respondents , ha vo
engaged in aots 'and practices contrary to the Commission s Trade
R.egulation Hule Itelating to Deception as to Transistor Count of
Uadio Hecciving Sets , Including Transceivers (16 CFR 414), and by
this and othcr means 'have violated the provisions of the Federal Trade
Commission Act, and it appcaring to the Commission that a proceed-
ing by it in respect thereof would be in the public interpst., hereby
issues its compla.int stating its charges in that respect as follows:

P AHAGRAPH 1, n,espondent International TransistOl' Corporation is a
corporation organlhecl , existing and doing business under and by virtue
of the la \vs of the State of California, w1th its offce and principal place
of business located at 1206 South Maple Avenue, Los Angeles
California.
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llesponc1ent Gene Gillis is an individual and offcer of the corporate
respondent. I-Ie formulates , directs and eontl'ols the acts and practices
of the corporate respondent, including the acts and practices hprcin-
a Her set forth. His address is the same as that of the corporate
respondent.

PAH. 2. Ttespondents are now , and lor some time last past have bcen
engaged in importing transistor radios from foreign manufacturers
and distributing these radios to wholesale and retail purchasers for
resale to thc purchasing public.

PAR. 3. In the eourse and conduct of their business as aforesaid

respondents now cause, and for some time last past have caused , their
products to be imported into the United States and , when sold , to be
shipped from thcir place of business in the State of California to p11l"-

chasc~rs thereof in various other States of the Unit( d States , and main-
tain, and at all times rnentioned herein have maintained, a substantial
course of trade in said products in commerce, as "commerce" is defmed
in the Federal Trade Commission Act.

PAR. 4. In the course and conduct of their business , respondents make

representations in ad vertisements and other promotional materials and
on labels attached to the radios concerning the number of transistors.
contained in the radios imported and distributed by thcm ill the United
States ill the manner above described.

PAR. 5. In the course and conduct of their business , respondents make
representations in advertisements and other prOlnotional materials and
on labels attached to their radios concerning the number of "Solid
State" devices contained in the radios imported and distributed by
them and thereby represent, directly or by implication , that a partic-
ular set so described contains that number of tTansistors.

PAR. 6. In representing the number of transistors or "Solid State
devices contained in their radios , respondents have included in the
eount, transistors that do not perform the recognized and customary
functions of radio set transistors in the detection , amplification Lnd

rceeption of radio signals.
PAR. 7. On l\fay 11, 19G8, after due notice and hearing, the Com,

mission promulgated its "Trade Regulation Hule RebLting to De-
ception as to Transistor Count of Haclio Receiving Sc lncluding
Tmnsceivers" (16 CFR 414), effective December JO , 1!J68. On the
basis of its findings , as set out in the "Accompanying State,mcnt of
Basis and Purpose" of the said Trade H.egulation 11ule, the Com-

mission determined that it constitntc s an unfair m.et-HJd of compe-
tition and all unfair and deceptive act or praetice to:

Represent , clirect1y or by implication, that any radio set contains a sJ)ecified
number of transistors when one or more such transistors: (1) are dummy

HO-s.s:
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transistors; (2) do not perform the recognized and customary fundions of radio
"PI transistors in the detection, amplification and reception of radio signals; or
(3) are used in parallel or caRcade applications which do not improve the per-
formlluce capabillties of such sets in the reception , detection and amplificaticfl
of radio si nals.

PAH. 8. Notice is hereby given that the presentation of evidence in

the C.OU1"SC or a hearing in this TJI',oceeding may be required f.o dispose
of the issues that rnay arise as a result 'Of the allegations contained
in Paragraphs One through Seven herein, and that if the issues pre-

sented as a result of the allegations containeu in thos(~ paragraphs
should be resolved in substantiation of such allegations , then the above
Traclo Regulation Rule is relevant to the alleged practices of the re-
spondents. Therefore, the respondents are given further notice that
they may present evidence, according to Secti,on 1.12(c) of the Com-
mission s Proeedures and Eules of Practice , to show that the above
Trade Ilcgnlation Hule is not applicablc to the alleged acts or practices
of the rcspond( nts. And if the Corrnnission shonld find that the above
ru13 is applicable to alJcged acts or practices of the resporH1ents, then
it will proceed to make its findings , eonc!usions, and linal order in this
procee(ling on the basis of that rule. _A copy of the Hl11e and Stat.ement
of its Basis and Purpose marked "AppEmdix A" is attached hereto
and made a part of this pleading.

L The aforesaid methods of competition and ads and practices
of respondents , as alIeged in Paragraph Eight hereof, were and are
contrary to the provisjons and requirements of the Cumnlission s Trade
Regulation Rule relating to Deception as to Transistor Count, of Radio
R.eceivillg Sets , Including Transceivers (16 CFR 414), and thereby
constituted , and now constitute, unfair methods of competition in
commeree and deceptive act.s and practices jn commerce , in violation of
Sect.ion 5 of the Federal Trade Com'mission Ad.

ApPE:"DLX A

EDERAL 'l'RAIHJ COl\lMISSION

Wa,shington

l'RADE RI':GULATION Ruu: AND STA'I'E:MEN'I' Ol!' ITS BASIS AND PURPOSE

Deception as to Transistor Coune of Radio Receiving Sets , Includjn Transceivers,

The Federal Trade CommissioD, pursuant to the Federal Trade COlXmission

Act. as amended, 15 TJ. o. 41 , et seq. , and the proviRioIlR of Subpart Ii" 1-art 1 of
the Commission s Procedures and Rules of,Practice, 16 Clnt 1.61 , ct sell, (amended
.Tune D , 1967 as Subpart B , Part 1 , 32 F.R. 81-1), has conducted a vroceeding- for
tl1e 11romulgaUou of a 'l' radc Regulation Uule regarding deception as to trauRistor
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('ount of radio re eiving sets, including trans eivers or so-called walkie-talkies.
Notice 01 this proceeding, including a proposed rule, was published in the Ii'ederal
Hegister on July 21, 1HG7 10753). Interested parties were thercafter
afforded OIJIJortunity to participate in the proceeding through the submission of

"\vritten data , views and arguments and to :appear and orally express their views
as to the proIJosed rule awl to snggf'st 1l1nemlments, revisions and adl1i 0011,'

thereto.
l'iJe Commission has now considered all malters of fact, law, pOlicy and dis-

eretion; including the data, views and arguments presented by interested parties
in response to the Notice and has determined that the adoption of the Trade
Hegnlation Rule and statement of its basis Qnd purpose set forth 'herein is in
the fJUJJlic interest.

STATEM T OF BASIS AND PUI POSE

Dasis of the Proceeding

This proceeding was initiated !Jy the Commission ,after consideration of com-
plaints by industry members and articles on the subject appearing in trade
journals and national publications to the eITect that many marketers of the lower
pric('d radio receiving sets were including in the claimed transistor count for their
sets uummy transistors and transistors wired as diodes.

Purpose of the Rule
.the purpose of this rule is to inform all members Df the industry and other

interested or affected parties of the Commission s position with rei:pect to the
practices in question and to aid the CommiSi:ion in the prevention of practices

violative of Section 1) of the Ji' ederal Trade Commission Act on an equitable and
industry wide basis.

rile Practice Involved
l\Iarketers of radio receiving sets, espeeially the less expensive imported sets

have represented that their products contain a specified number or count of
transistors when in fact one or more of such tr:llsistors fire -either dummy tran-
sistors (non-functioning), or perform some function other than the detection

mnplifieation and re-eption of radio signals. Often included in the cOipnt.'ltion
of transistor count are transistors which are utilzed a.s diodes or which perform
auxiliary or other functions none of which serve to detect , amplify and receive
radio signal's. Also included in the transistor count computation may be transistors
used in parallel or cascade applications which do not improve the performance
capabilites of a radio in the detection, amplification and reception of radio
signals.

Deceptive Character of the Practice
'Vitl the advent of the radio receiving seL, the purchasing public acquired a

belief that the greater the number of functioning tubes in a radio the better it

performs. Great emphasis in advertising and otherwise was placed on tube count.
early as 1942 the Commission found in a litig-ated ease 1 that a substantial por-

tion of the purchasing public believes that the greater the number of tnbes in a
receiving set, the greater wil be its power of detecting, amplifying and receiving
signals. The record of this proceeding shows that transistors are now TIRed 

1 In re Zenith Radio Corporation , Docket 4174 , 35 II TC 57!J. Petition to review denied
143Ij , (2nd) 29.
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place of vacuum tubes in many radio receiving sets. Great emphasis has now
heen placed on transistor count. 'I'be Commission is of the view that the pure-bas-
ing public s belief that the greater the number of tubes in a radio the better and
more powerful the radio has shifted to a similar belief with respect to the number
of transistors.

On the basis of its accumulated lmowhxlge and experience and the record iu
this proceeding the COIlmis."ion concludes that the pructiee of inch1ding in the

transistor count computation of a radio, transistors which are dummies or which
perform a function other than the detection , amplification and reception of radio
signals or which arc used in parallel or cascade applications which do not improve
tile performance capabilties of the radi'o in the reception , detection and amplifica
HOll of radio signals , is deceptive and tends to divert business from competitors
who do not misrepresent the transistor count of their products. The Commission
further concludes that such practice is violative of Section 5 of the Federal 'l"rade
Commission Act, and that the puulic interest in pre\'enting this practice is sp€cite
and suhstantial.

Data , Views and Arguments Concerning the Rule
Some interested parties argue that the -adoption of a rule prohibiting the

inclusion in the transistor count of transistors which are nat used for detection
amplification and reception of radio signals is too restrictive; that it exeludes.

fram such count transi"tars whkh perform a multiplicity of ather functions nat
directly related to deteetion , amplification and reception 'Of signals but whieh
are nevertheless necessary 1:0 the performance of the set; and that this will dis,
courage develoj)ment of additional functians in transistor electronic equipment.
Trflllsistars are versatile deviees, capable of performing various fUlll'tion:
in a radiO'. Their functians include, but are not limited to , use as diodes and
rectiters, and in andio amplification lutollatic frC(IUency control, pawer sUPllly,
voltage regulation and switching fI'om monophonic to stereaphonic operations.
Noru of the transistars so ntili'ed, however, perform the functions of (letec1ion
amplification and reception of radio signals.

The Commissian would not regard it as deceptive far an advertisement stat-
ing thc actual number of transistors in a radio set (computed \vithan!: the inclu-
sion of transistors which function as diodes or whIch perform fnnetions not
directly related to detectian , amplificatian amI reception of radiO' signals) to
contain a further statement to the effect thnt the set, in addition , ('ontains

a stated number of transistors acting as diodes or performing snch other func-
tions. 'l'he Commission however regards it as deceptive (and ihus imvraper)
0 include in the transistor connt camputation , trnnsistars which are varalleled
or cascaded and which perform no func-ion in Ow deLection, :1mvJifiration anrl

receptian of radio signals or dummy tr.ansistors wl1ich sen'e uo nseful jJm"pose.

THE RULE

The Commission hereby promulgat.e,;, as a Tr;ule TIeguJaUou !laIC, .its can-
clusions and determination that in connection ,dth the sale or offering for sale
of radio receiving sets (inclutling tramwdvers), in cammerce , as " commerce
is defined in the Federal 'l' rntle Cornmissi,an Act, it is an ullf:ir method 
competitian .and an unfair and deceptive ad or practice to n Jn' esC'nt directly

or uy implicatian, that any such radio sets contain a speeified nnmber of tran-
sistors when one or more of SUe11 transistors: (1) are dummy transistors, (2) do
not perform the rec.ognized and customary functions of radiO' set transistors



INTERNA 'IIQ:\ AL TRANSTS' l'OR CORP.) ET AL. 779

77'! Decision and Order

in the detection , amp1ification and reception of radio signals , or (3) arc used in
parallel or cascade applications whkh do not improve thc performance cap-
abilities of such sets in the reception, detection and amplification of radio

signal::. Pro1Jided, however that nothing in this rule should be construed to

prohibit, in connection ,vHh a statement as to the actual tram;istor count
(computed without inclusion of transistors ,vhieh do not perform the functions
of detection, amplification and reception of radio signals), a further statl

Ilent

to the eited that the sets in addition contain one 01' morc transistors acting as
diodes or performing allxiiary or ot.her functions ,""hen such is the fact (e.

6 tran,;istors plus onc (Hoell'

1'Jffeeti,c Date of the Rule

rilL,; rule becomes effective on Decemuer 10, ID68.

Adopted: May 14 , 1968.

By the Commission.

DECISION AND ORDER

The Federal Trade Commission having initiated an investiga,tion
of certain acts and practices of the respondents named in the c.aption
hereof , nnd the rcspondents having been furnished therca,fter \vlth a
eopy of a draft of complaint which the Bureau of Consumcr Pro-
tection proposed to present t.o the Commission for its consideration and
\dlieh , if issued by the Commission , would charge respondents with
violation of the Fcderal Trade Commission Act; and

Thc respondents and counsel for the Commission having thereafter
executed an agreernent containing a consent order , an admission by
the respondents of all the jurisdieLiollal facts set forth in the afore-
said draft of complaint , a statem(mt that the signing of said agrecment
is :for settlenlcnt 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 ns required by the Commis-
sion s rules; and

The Commission having t1Jerca Her considered the matter and ha vjng
determined that it had reason to believe that the respondents I1fve

violated the said Act, and that complaint should issue stating jts
charges in their respect , and having thereupon accepted the executed
consent agreement and pJaced such agreement on the public record
for a period of thirty (30) days, now in further confOlmity with the
procedurc prescribed jn Scction 2,34 (b) of its rules , the Commission
hereby issllcs its compJaint, makes the foIIowing jurisdictional find-
ings , a.ncl enters the following order:

1. Hespondent Interna60nal Transistor Corp., is a corporation
organized, existing and doing- business under and by virtue of the
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I,nvs of the
of business

Calif;ornia.
Hespondent Gene Gil1i8 is president of said corporation. He formu-

lates , dil'cets and controls the policies , acts and practices of said corpo-
ration and his address is the same as that of said corporation.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proccf cling and of the respondents , and the proceeding
is in the public inten st,

State of California, with its oIIee and principal pJacc

located at nOG South "'In.ple A venue , Los Angeles

ORDER

It is ordered That respondents Int.ernational Transistor Corp. , a
corporation , and Gene Gillis , individually and as an offcer of said
eorporation , a,nd respondent.s ' agents l'' IJI' PScl1taJiYcs and enlplny('('s
direetly or through any corporate or other device , in connection with
the manufacturing, advertising, offering- for sale , sale or distribution
of radio receiving se , including" transceivers, or any other product , in
commerce , as "commerce" is defined in the J1ederal Trade Commission

, do forthwith eease and desist froIn:
1. Representing, directly or by implication, through the use

of the terms transistor or "Solid State" or any other word or
phrase that any radio set contains a spccifiecl number of transistors
whem one or mor( such transistors: (1) are dummy transistors;
(2) do not perform the recognized and customary fnnctions 

radio set transistors in the detection , amplification and reception
of radio signals; or (3) are nsed in parallel or cascade applieations
which do not improve the performance capabilities of such sets
in the reception , detection and amplification of radio signals:
Promded ho'Wev(;r That nothing herein shan be construed to
prohibit , in connection with a st:ntement as to the n,etual trallsistor
count (computed without inclusion of transistors which do not
perforrn the functions of detection , amplification and reception
of radio signals), n further statement to the effect that the set.s
in addition contain one or more transistors ncting as c1ioclps or
performing auxiliary or ot.her functions ,\'hen such is the fad.

2. Misrepresenting, in any manner, the nnmber of transistors
or other components in respondent.s ' products or the functiolls of
any such eomponent.

It iJi furt1wr o1Ytered That the n,spondrnts shall forthwith distrib-
lite a copy of this order to eaeh of their operating divisions.

It fu.rther ordcTed That the respondents notify the COlliniss1on

at least thirty (30) days prior t.o any proposed dmnge ill the corporate
respondent such as dissolution, assignme,nt or sale resulting in tJH~
emergence of a successor corporation , the creation or dissolution of
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subsidiaries or any other ehange in the corporat.ion whieh may aired
compliance obligations arising out of this order.

It ,is f1J.rther ordered That the respondcnts herein shall within sixty
(60) days after service upon it of this order , file with thc Commission
a report, in writing, sctting forth in detail the manner and form in
which it has complied with this order.

IN THE :MA'rrER OF

QUINN R. BARTON COMPANY

CONSENT oRDEn , ETC., IN REGARD '1'0 TIIF ALLI;:GED VlOLATlOX OF THE

FEDERAL TRADE COM1\HSSION AND THE TRUTH IN LENDING ACTS

Docket 0-2102. Complaint, Nov. 1971-DecIsion, Nov. 11)"1.

Oonsent (Jrder rpfjuiring :l truck and farm equipment dealer of .Jacksonville , Fla.

to cease using non-compl;\'ing contract forms, in connectioIl with its credit

sales, which fail to contain all 'of the required ('edit cost disclosures in the
prescribed form and termiIwlogy of Regulation Z of the 'l' ruth in Lending
Act.

LJOMPLAIX'

Pursuant to the provisions of the Truth in Lending Act ancl the

implementing regulation promuJgnled thereunder, and the Federal
Trade Commission Act, and by virtue of the 'authority vested in it by
said Acts, the Federal Trade Comll1ission, having reason to believe
that Quinn R. Harton Company, a corporation , hcreimdter reJcrred to
as respondent , has vioJated the provisions of said Acts, and imple-
menting regukttion , and it appearing to the Commission that a pro-
ceeding by, jt in respect thereof would be "in the public int.erest , he.reby

issues its complaint stating its charges in that respect as follows 
P ATIAGRAPH 1. Respondent Quinn H. Barton CompmlY is a corpora-

tion organized, existing and doing busincss under and by virtue of the
laws of the State of Florida with its offce and principal place of husi-
ness loeated at 1205 \Vest. Forsyth Street , J acksonviHe, Florida.

PAIL 2. Respond( nt is now, and for some time last past has been

engaged in the offering for sale ' and retail sale of new and used trucks
and farm equipment to the public.

PAR, 3. In the ordinary course of its business as aforcsaid , re.spondent

regularly extends consumer credit, as "consumer credit" 'is cle'finecl in

Regulation Z , the implementing regulation of the Truth in Lending'

Act, duly promulgated hy the Board of Governors of the Federal
Reserve System.


