NEIGHBORHOOD - PERIODICAL ;CLUB; INC. 93
Complaint

IN THE: MATTDR G)F

Consent order requiring a Cmcmnatl Ohio, seller and distributor-of:magazines
-,and. periodicals to cease, among ‘othey, things, representmg salesmen were
,,conductlng suryeys or representmg bona ﬁde non-commerc1al ergamzatwns
' when in fact, they were  selling magas
tions and glft SlleCI'lpthIlS as?’being free when i ct, theu' cost was
’31nc1uded in-the’ price of the’ subscrlptmn contract féuhng to cancel, upon
:‘request a contract when- representatmn ‘has been: mdde:that the contract will
#7be cancellable; misrepresenting. the nature, kmd or;legal. charactenstlcs of
:any document representmg that y pnee is a, spec1a1 or. reduced pnce
unless it const1tutes a s1gmﬁcant reduetlon frfrom respondent’s estabhshed
: selhng prlce mlsrepresentmg aé on to be: taken to eﬁect payment of any
alleged debt; and fallmg 0 disclose on any gales contract adJacent to- the
customer’s signature, the total ecashi: priee, the:; downpayment ‘the unpaid

- ‘balance and the number or penod of. payments scheduled.. ¥

CoMpraINT

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 Neighborhood
Periodical Club, Inc., a corporation, hereinafter referred to as respon-
dent, has 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 follows:

Paracraru 1. Neighborhood Periodical Club, Inc., is a corporatior,
existing and doing business under and by virtue of the laws of the
State of New York with its office and principle place of business lo-
cated at 733 Washington Road, Pittsburgh, Pennsylvania.

Par. 2. Respondent is engaged in the business of selling and dis-
tributing magazines and periodicals to the general public through its
franchisees and sub-franchisees, sometimes referred to as Regional
Franchise Operators (RFOs) and Local Franchise Operators (LFOs).
Subscription contracts are sold on an installment basis (PDS) for a
large number of publications through telephone and door-to-door soli-
citations. Respondent authorizes the use of four trade names under
which subscriptions can be solicitated and written': Premium Readers’
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Service, QM Readers’ Service, Neighborhood Periodical Club, and
Neighborhood Readers’ Service. .. . . . . . . :
Par. 3. T the course and eondiict of its business of selling magazines
and distributing periodicals; respondent has entered. into- franchise
agreements with various individuals and-firms, and through represen-
tatives .engaged by or through franchisees and sub-francisees, have
induced members of the general public to subscribe to various
publications:. - i il g Bl : ‘
““Resporidents;
representatives eng:

Timgir o anil

through “its ‘satd franchisees; sub-franchisees; and
repr igaged by or thirough said franchisees and sub-fran-
chisees, place inito operation and, through various direct and indirect
means and devices, : control, direct..and implement sales methods
‘whereby members:of the general publicare contacted by telephonecalls
#nd door-to-door solicitations, and by means of statements, representa-
tions, acts and practices as hereinator set Torth, are induced to sign
qubseription contriits purporting to list publications of the prrchasers’
choice, a stated subscription period for each, and the terms and condi-
tions for payments by installments for the purchase pricec: v
The executed stibscription ' contracts' are' thereafter - forwarded
through various representatives engaged by or for the franchisees and
sub-franchisees to respondent for processing in the usual course of re-
spondents’ business. Repondent accepts the revenues flowing from said
circulation, sale and distribution of the various publications offered.
In the manner aforesaid, respondent dominates, controls, furnishes
the means, instrumentalities, services and facilities for, and condones,
approves, and accepts the pecuniary and other benefits flowing from
the acts, practices and policies hereinafter set forth of the franchisees,
sub-franchisees, and their representatives engaged by or through said
franchisees and sub-franchisees, hereinafter referred to as respondent’s
representatives. » :
Par. 4. In the course and conduct of its business as aforesaid, re-
spondent through ‘its representatives, solicit subseriptions for maga-
zines in the various States of the United States. Respondent now, and
for some time last past, has transmitted and received, and caused to be
transmitted and received, during the course of selling subscriptions,
contracts, checks, collection notices and various other kinds of commexr-
cial paper and documents in commerce. The subscription contracts sold
by respondents’ representatives are sent from various states to respond-
ent’s place of business in the State of Pennsylvania and are then for-
warded by respondent to various publishers, many of whom are located
in states other than the State of Pennsylvania. Respondent thereby
maintains, and at all times mentioned herein has maintained, a sub-
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stantial course of trade in the sale of magazine subscriptions in com-
merce, as “commerce” is deﬁned in the Federal Trade COIIIIIIISSIOII Act.
Pag. 5. In the course and conduct of its business as aforesald and
for the purpose of inducing members of the general public to. sign
subscription . contracts,. respondent, and 1ts representatlves utilize or
display sales promotional ma,temals or ‘other means and 1nstrumenta,ll—
ties- furnished,. approved. or ratlﬁed by respondent In con]unctlon
therewith, respondent -and its representatlves have made oral state-
ments and representations. concerning the terms and conditions. of
sald subscrlptlon contracts,; their renewa.l or oa,ncella.tlon, specla,l oﬂ'ers,
the nature .and “purpose of the sohcxtatmn and the 1dent1ty of the
solicitor. In the foregoing manner, respondent and 1ts representa‘ 1
have represented, directly or indirectly : ’ : ;
(a) That they are primarily. conductlng or partlclpatmg 1n bona
fide surveys, qulzzes or contests. -

persons gt

(c) That they represent or are performmg serwces for bona ﬁde
(d) That pubhcatlons or other products W111 be gwen free, or for
the cost of mailing, handhng, editing or printing said pubhcatlons or
at special or reduced prices.

(e) That subscribers will be allowed to cancel the subscrlptmns if
they should decide to do so. :

(f) That a free gift subscription to a publication will be sent to a
subscriber’s friend or relative.

Par. 6. In truth and in fact:

(a) Said representatives were not primarily conducting or par-
ticipating in bona fide surveys, quizzes or contests, but to the contrary,
were, and are, engaged in inducing the general public to sign sub-
scription contracts in the manner aforesaid.

(b) Respondent’s said offers were not being made only to specially
selected persons, but to the contrary, were made to numerous members
of the general public through frequent solicitations of broad segments
thereof. .

(¢) Said representatives neither represented nor performed services
for bona fide non-commercial organizations, but to the contrary, rep-
resented or performed services for respondent in the manner aforesaid.

(d) Publications or other products were not given free, nor solely
for the cost of mailing, handling, editing or printing of said publica-
tions, nor at special or reduced prices. To the contrary, the subscrip-
tion contracts provided for payment to cover respondent’s regular or
prevailing subscription contract prices.
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ey On a substantlal number of occasmns subscribers were , not al-
Towed to cancel their subscrlptlon contracts or were only allowed to do
’:so after extended delay B
_ (f) Gift subscrlptlons to a’ person des1gnated by the subscrlbers
‘were not given free, but to the contrary, the cost of said gift sub*
‘scr1pt1ons were included within'the price of the subsonptlon ‘contract.

Therefore, the Statements and representatlons a8 'set Torth in Para-
;graph Five hereof were, and are, false, misleading and deceptive. =

P4k, 7. In the further cOurse and conduct of their business, and in
furtherance of thelr purpose of inducing’ the purchase of and payment
for : said pubhcatlons by’ the’ general public, respondent and its rep-
‘Tesentatives, directly or 1nd1rectly, have engaged in- the followmg
addltmnal acts and practices:

(a) In'a substantial number of mstances, they have stated approx1—
mate costs of a subscription contract, on a’ ‘weekly basis in conjunction
with statements of typical subscription periods as, for example, a
cost of “50 cents per week” and a period of 60 months. Respondent and
its ‘representatives falsely and deceptlvely fail to disclose, i in’ connec-
tion with such statements, the material fact that their contracts seldond,
if ever, prov1de for Weekly installment payments, or for payments
spread over 60 months. In truth and in fact, the contracts require
monthly installment payments of substantially higher amounts over
a substantially shorter period of time than stated during such oral
presentations.
~ (b) In a substantial number of instances the; v have induced cus-
tomers to sign a subscription contract by falsely and deceptively rep-
resenting it to be a preference list, a guarantee, a route slip, or a docu-
ment of an import or nature other than a subscription contract.

~(c) In their efforts to collect what respondent and its representa-
tives elect to treat as delinquent accounts of customers who have been
induced to sign subscription contracts, they have resorted to telephone
calls at unreasonable hours and other forms of harassment, by means
of which they have unfairly, falsely and deceptively represented
directly or indirectly:

(1) That the general or public credit rating or standmor of
any such customer will be adversely affected unless payment -is
made;

(2) That the failure of a customer to remit money to re-
spondents will result in the institution of legal action to effect
payment; and

(3) That the failure of a customer to remit money to re-
spondent will result in said customer’s account being turned ov er
to a bona fide, independent collection agency for collection.
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In truth and in fact, respondent and its representatlves seldom,
. if ever, take any action, 1nclud1ng legal action or referral of said
',-;:L,accounts to.a bona fide, 1ndependent, collect_lon agency, Whic_h
~.adversely . aﬂ'ects the general or. pubhc credlt ratmg' of s li
subscribers.

- (d) In a substantial number of mstances, respondent has substltuted
pubhcatlons for those. orlgma,lly contracted for by subscrlbers Wlthout
first giving the subscrlber an optlon to choose the substituted magazme
or other pubhcatmn, or to recelve a full return with respect to the pro
rata port1on of the contract prlce representing the _price of the un-
delivered issues of that magazine or other pubhcatmn

(e) In a substantial number of 1nstances, respondent and its sales—
men and solicitors . have induced _persons to sign subscrlptlon c n4
tracts without. clearly, consplcuously, and adequa,tely des1gnat1ng and
dlsclosmg l . ,

(1) the total cas hfpmce,
(2) the, downpayment ,
(8) the unipaid | balance of the cash pr1ce, it -
(4) the number, amount, and due dates or perlod of payme ts

" scheduled to satisfy the payment of the contract. -
Therefore, respondent’s statements, representations, acts and prac—
tices, and thelr failure to reveal material facts, as set forth herein were,
and are, unfair, false, misleading, and deceptive acts and practices.

Par. 8. In addition to the foregoing statements, representations,
acts and practices, respondent has engaged in door-to-door solicita-
tions of magazines subscriptions, either without prior invitations to
solicit such sales from prospective purchasers or by using one or more
of the deceptive means and methods aforesaid to gain access to
prospective purchasers at times and under circumstances when such
prospective purchasers were not otherwise considering the purchase of
magazine subscriptions, and without either:

(a) Affirmatively stating and affording such purchasers the right
to cancel any resulting subscription contract for a period of not less
than 72 hours, or

(b) By refusing to honor any such right purportedly given elther
orally or in writing, or thwarting the exercise of any right so given.
The solicitation of a subscription sale without permitting cancella-
tion within a reasonable time constitutes an unfair, false, mislead-
ing and deceptive practice where such sale involves long term obli-
gations on the part of the subscriber and where it is ma,de under the
conditions and circumstances herein alleged.

Therefore, respondent’s acts and practices as set forth herein were,
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and are, unfa,lr, false, mlslea,dmg and” deCeptlve acts and’ practices.
PAR 9. By a,nd through the use of 'the aforesald acts and practlces,

ties by and through ‘which they may ‘mislead and’ decelve the publlc in

the manner and as to the things hereinabove alleged. ,
'.;,.,P:‘*'Bf-; IOIn the' co “ASe and conduct of thelr buslness, ’and_ at ?‘H

Il se mai;erml f;wts ‘
has, the capaclty ‘and téndency to’ Imslead THefbers' of the purchaSmg
public into the erroneous and mlstaken behefltha,t sa,ld sta,tements

otherwise not h'a,ve'

Pakr. 19. The aforesald acts and’ practices of respondent as herem
alleged, were, and are, all to the prejudice and injury of the public
and of respondent’s competitors and constituted, and now constitute,
unfair methods of competltlon in commerce and unfalr and deceptive
acts and practices in commerce in Vlolatlon of Section 5 of the Fed-
eral Trade Commlssmn Act. :

DE’CISION AND ORDDR o

The Federal Trade Commlssmn havmg 1n1t1ated an mvestloatlon
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 Consumer. Protec-
tion proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondent with
v1ola,t10n of the Federal Trade Commission Act; and

-The respondent and counsel for the Commlssmn having 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 and waivers and other provisions as required by the
Commission’s rules; and
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“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 -thé ‘complaint :should:-issue stating its
charges ini ‘that' réspect, and having ' thereupon acceptéd the. executed
consent agreement. and placed’ such agreement: on-theipublic record
for a period of thitty (30) days; now in further conformity with the
procedure prescrlbed in Section 2.84(b) ‘of its rales; the, Commission
hereby iscues‘its complaint, makes the followm(r ]unsdlctlona,l find-
lngs, andentersthe followingerder: = [ wulr o s

1. Respondent Neighborhood' Perlo‘dlcal Club Inc ds eorporatlon
organized, ‘existing"and -doing: business underand-- by virtue. of the
laws of ‘the State of New Y ork; with its office;and principal place of
busmess__ locatéd: “at’ Fourth: and ‘Walnut -Streets,  Cincinnati,-Ohio.

‘9. The Federal Trade Com'inission'has‘juris'dietion -of:the: subject
matter of this proceeding and of the respondent and the proceedmd
1s 1n the pubhc 1nterest it : ¥ ML

a corporatwn and 1ts oﬂicers, represen’catlves, employees, suoeessor or
assigns; fram:h1sees, sub-franchisees, salesmen, agents or sohc1t0rs, and
the men, agents or solicitors engaged by. or through repondents’ fran-
chisees or sub-franchisees, directly or through any corporate or other
device, in connection. with the advertising, offering for sale, sale or
distribution of magazines or any other pllbllC&thIlS or merchandme,
or subscription to purchase any such magazines or services, or in the
collection or:attempted collection of any delinquen,t or other sub—
scription contract or other account, in commerce, as “commerce” is
defined in the Federal Trade’ Commission Act, do forthwith cease and
desist from :
1. Representing, dlrectly or mdlreetly, that respondents are
- primarily conducting or. participating in any survey, quiz or
contest, or primarily are engaged in any activity other than soli-
citing business; or misrepresenting, in any manner, the purpose
of the call or sohcltatlon V
2. Representing, dlreetly or indirectly, that any offer to sell
said products or services is belng made only to speelally selected
persons; or misrepresenting, in any manner, the persons or class of
- persons afforded the opportunlty of purchasing respondents prod-
ucts or services.
3. Representing that any sale or service is being performed for
any organization, individual or firm other than one engaged in
soliciting magazine subscriptions; or misrepre'senting, in any
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- manner, the identityof the solicitor or of hlS firm and of the busi-
“i. nessthey areengaged in.’. '

A4 Representmg, directly or: 1r1d1rectly, that any. merehandlse or

.+ 'service is free; or is provided-asa gift-to either the subscriber or
-+ g person designated by him; or without cost or that any merchan-
" dise or service-ean be obtained free or as a- gift or without cost
.-or charge, in connection with the purchase. of; or agreement to

o purchase any merchandise, jor combination of merchandise. or

service, unless the stated price of the merchandise or service .or
combination thereof required to be purchased in order to obtain

* such free mérchandise or gift is.the same ‘or less than the custom-
- ary and usual® price ‘at which such’ snerchandise -or service or

combination thereof requiredto be purchased has been sold sepa+

" rately from such free or gift item, for a substantial period of time

in the recent and regular course of business in the tra,de area, in
which the represéntation is made. . : '

5. Representing that any:priee is a speclal or reduced prlce
unless it constitutes a significant reduction from respondent’s es-
tablished sélling price at which such product or service has been

“sold in substantial quantltles in ‘the recent and regular course of
" trade; or misrepresenting, in arny manner, the savings which will

be accorded or made available to purchasers, or that any price for
any product or service covers only the cost of mailing, handling,
editing, printing, or any other element of cost, or is at or below
cost. ' '

6. Refusing or failing upon request to cancel a contract when
the representation has been made, either directly or indirectly,
that the contract will be cancellable.

7. Failing, clearly and unqualifiedly, to reveal at the initial
contact or solicitation, and at all subsequent contacts or solicita-
tions, of purchasers or prospective purchasers, whether directly
or indirectly, or by telephone, written or printed communication,
or person-to-person, that the purpose of such contact or solicita-
tion is to sell publications, products or services, as the case may

be, which purpose shall be identified with particularity at the

time of each such contact or solicitation.

8. Making any reference or statement concerning “50¢ per
week,” “60 months,” or any other statement as to a sum of money
or duration or period of time in connection with a subscription
contract or other purchase agreement which does not in fact pro-
vide, at the option of the purchaser, for the payment of the stated

sum, at the stated interval, and over the stated duration or period
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"-of time ; or mlsrepresentmg, in'any manner, the terms, conditions,
; method rate or time of payinent actually made avaﬂable to pur-

chasers or prospective purchasers. ="

9. Representing, directly or: 1nd1reet1y, that a subscrlptmn con-
tract or other purchase agreement is-a “preference list,” “guaran-
tee” “route slip” or any kind of doeument other than a. contract
or agreement or misrepresenting, in any manner, the nature, kind
or legal characteristics of anydocument. ‘

-10. Failing, clearly and unquahﬁedly, to reveal orally to each

g purchaser or prospective purchaser before execution;and in writ-

ing on each document, the identity and nature of any document,
such as a “contract” they are requested or required to execute in

.connection .with the purchaseé: of any product .or service; and
~orally that the terms of any. sueh document ‘are: blndmg on the

‘parties to the document. L
“11. Harassing customers in. order to eﬁect payment of any
account by any means, including the following =
(a) Repeated telephone calls within' the same day or week,
abusive telephone calls, or telephone calls at’ unreasona,ble
hours. - SR LR S
-~ (b) The use of forms or any- other 1tems ‘of prlnted or
w ertten matter purporting to be legal documents or process.
(¢) Representations, direct or indirect, that in the event of
- ‘non-payment or delinquency of any account or alleged debt
- arising from any subscription contract or other purchase
agreement, the general or public credit rating or standing of
" any person may be adversely affected, unless respondents refer
the information eoncerning such delinquency to a bona fide
- credit reporting agency.
(d) Representmg that legal action may be instituted unless
“itisintended in good faith that such legal action be instituted ;
or misrepresenting in any manner the action to be taken or
‘results of any action which may be taken to effect payment
of any such account.or alleged debt..
12. Contracting for any sale in the form of a subscription con-
tract or other purchas'e agreement which shall become binding on

~ the. purchaser prlor to a period of time not less than 72 hours

afterthe date of signing by the purchaser
13. Failing to disclose orally prior to the time of sale, and in
writing on any subscription contract or other agreement with

- such: conspicuousness and clarity as will be likely to be observed

and read by such purchaser, that the purchaser may rescind or
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~+’cancel the sale by directing or mailing-a notice of. canoellatlon to
<respondent’s or-seller’s: address prlor to. 7 2 hours- after the date
of signing by the purchaser i - o e
- 1. 144 Failing to:provide, elther on; the contract or.on a separate
:sheet a-clearly.-understandable:. ,form whlch the purchaser may
useasa notice of cancellation. :: ’
15, If coupon: cbooks areiused;
pon book furnished to a subseriber::; - :
(%) A legend -omi-the cover, statmg “check the number of
‘ eoupons in-this:book and: their amounts agamst your ongmal
. subseription.contract : -(See Page1).”. :
; 4 « b)-a statement, on;the. first separate 1ns1de page, shewmg
b ‘,'the tetal number of:coupons-in the book, the dollar amount of
21 . weach’ coupon: and. the total: dollar:amount; of ‘all;such coupons;
(c) the address, on the cover or first separateinside-page, of
~ s 1o respongdent,its successors, assigns or seller:of the products.
‘ 16. Falhng to furnish to each subscriber: at. the time of hissign-
. ing.of ;the.subscription contract a. duplicate: orlglnal .of the con-
i1 tract, showing the exact number and name: ¢f the magazines or
other publications to which the purchaser is subserlbmg, ithe num-
- ber; of issues.for each; and.the total price-for each tagazine sub-
~ scription and for all such magazines; Provided, however, as an
alternative, the total price for each magazine subscription may be
furnished .on a separate schedule attached to each:of said contracts.
- 17. Caneelling a subscription contract for any reason other than
- a breach by the subscriber without either arranging for the de-
- livery of publications already paid for or promptly refunding
money on a pro.rata basis for-all undelivered issues of publications
for which payment has been made in advance.-
18, In the event of the discontinnance of pubhcatlon, or other
: Lmavallablhty, of any magazines subscribed for, at any time dur-
ing the.life of the contract, failing to offer the subscriber the
. right to substitute one eor more magazines or other publleatrons,
or the extension of subscmptlon periods of magazines alre‘tdy
. selected. v
... 19: Failing or, refusmg to. caneel at the subscrlber s request all
‘ '.01 any portion of a subscription contract whenever respondent in
Good faith finds that. any mlsrepresentatlon prohlblted by this
;order hasbeen made.. . .- .
. 20. Failing to clearly, consplcuously, and adequa,tely deSIgnate
~-and disclese both orally, and-in writing on the subscription con-

2 ‘mclude Wlth each cou-
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. tract on the same side of the page and above or ad]acent to the

place for the customer’s 81gnature :

' (a) the total cash price,
(b). the downpayment , e
(c) the unpald balance of the cash prlce,

(f) the number, am v‘ unt and due dates or perlod of pay-
ments scheduled to satlsfy the payment of the contract

be mlsled or decelved 1n
proh1b1ted by this order
.. ,\;l tis fw'tkef" ordeaﬂed s
(a) "That resp ndent herein dehver, or have dehvered a copy
B of this order, of the contents of th1s order,.to each. of its. present
and future dealers or franchisees. llcensee ees, salesmen,
agents, solicitors, independent contractors, or other representatives
who sell, promote or distribute-the products or services included
in this order.

(b) That respondent hereln dehver or have delivered to each
person so descrlbed in Paragraph (a) above a form clearly stat-
ing such person’s intention to be bound by and to conform his busi-
ness practices to the requirements of this order, a copy of which
shall be forwarded to the respondent.

(c) That respondent inform or have informed all such present
and future dealers or franchisees, licensees, employees, salesmen,
agents, solicitors, independent contractors, or other representatives
Who sell, promote or distribute the products or services included in
this order that the respondent. shall not use any third parby, or the

_services of any third party for the solicitation of magazine sub-
scrlptlons unless such third party agrees that it will be bound by
the provisions contamed in thls order and the respondent is so
informed.

(d) If such third party will not so agree the respondent shall

~. not use such third party or the services of such third party to
solicit subscmptlons _

(e) That respondent S0 1nform or have 1nf01 med the persons so
engaged that the respondent is obligated by this order to dlSOOIl-
tinue dealing with those persons who continue on their own the

deceptive acts or, practlces prohlblbed by this order.
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" (£) That respondent institute a program of contihliing surveil-
lance to reveal whether the business operations of ‘each of said
persons so engaged conform to the requlrements of this order; and
(g) That respondent upon recelvmg information or knowledge
from any source concerning two ot more bona fide complaints pro-
hibited by this order’ against any franehlsee, his employees or
agents during any one-month penod will be respon51b1e for either
__ending said practices or securing the termination of the franchisee
" or the employment of the oﬁ'endmg employee or agent
1t is further ordered, That respondent herein shall notify the Com-
'nussmn at least 30 days prior to any, proposed change in the corporate
respondent such as dlsssolutlon, ass1gnment or sale restilting in the
emergence of a successor corporation, ‘the creation or dlssolutlon which
may affect compliance obligations arising out of the order. ;
It is further ordered, That respondent herem shall, within sixty (60)
days after service upon it of this order, ﬁle with the Commission a
report in wrltlng settlng forth the. manner and form in Whlch it has
'comphed w1th this order



