v 18 jurther oraered, lhat the respondents herein shall, within:

s1xty (60) days after semce upon them of this order, file with the
- Commission a report in writing, settmg forth in detail the ‘manner
and form in Whlch they have comphed Wlth thls order
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Consent order requiring a Los Angeles, Calif,, conductor of puzzle contests, among:
other things to cease using misrepresentations in promoting the contests and
failing to disclose material facts.

CoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission having reason to believe that Lee Rogers, an indi-
vidual trading and doing business as American Holiday Association,.
hereinafter sometimes referred to as respondent, 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:

Paracrarm 1. Respondent Lee Rogers is an individual trading and
doing business as American Holiday Association, with his office and
principal place of business located at 8831 Sunset Boulevard, Los
Angeles, California.
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Par. 2. Respondent is now and for some tlme last past has been.
engaged in the conduct of puzzle contests.

Par. 8. In the course and conduct of respondent’s aforesald busmess,
respondent has disseminated and has caused to be disseminated from
his place of business located in Los Angeles, California advertisements
and promotional literature for said puzzle contests through the United
States mail, in egg cartons distributed in various States of the United
States and in newspapers. of general circulation located in various
States of the United States. :

In the further course and conduct of respondent’s aforesald business,
respendent has disseminated and has caused to be disseminated puzzles
and prize money through the United States mail. -

In the further course and conduct of respondent’s aforesaid busi-
ness, respondent has induced by the use of the aforementioned adver-
tisements and promotional literature entrants of respondent’s puzzle
contests to transmit extra cash pnze ehglblhty fees through the Umted
States majl. ‘

Through the aforementloned dlssemmation and transmlssmn of said
advertisements, promotional literature, puzzles, extra cash prize eligi--
bility fees, and prize money, respondent maintains, and at all times
mentioned herein has maintained, a substantial course of trade in
puzzle contests in commerce, as “commerce” is defined in the Federal
Trade Commission Act.

Par. 4. In the course and conduct of respondent’s aforesaid business,
respondent employs a general method of operation which consists of
the following: :

1. The contest is initiated by advertisements placed in newspapers,
in egg cartons, or sent through the United States mail.

2. Said advertisements include a solicitation to the public to enter,
an entry blank containing the first puzzle, a statement of the rules, the
total amount of prize money to be awarded, the amount of prize money
to be awarded each winner, and the date by which the puzzle must be
returned.

3. Respondent mails to persons successfully completing the original
puzzle a letter informing the contestant that he or she is tied with
a number of others for first prize. The contestant is provided with a
statement of the rules, an entry blank containing the first tiebreaker
puzzle and the date by which the first tiebreaker puzzle must be
returned.

4. The aforesaid letter also indicates heretofore unstated extra cash
prizes may be won if certain amounts of money are enclosed with the
contestant’s tiebreaker entry and the contestant wins a prize. Space
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is provided on the entry blank for the contestant to.indicate the extra
cash prizes for which the contestant wishes to- become eligible and the
amount charged the contestant for each.

5. Respondent mails to contestants successfully completmg the first
tiebreaker puzzle a letter informing the contestant that he or she is
still tied with others for the first prize. The contestant is provided with
a statement of the rules, an entry blank containing the second tie-
breaker puzzle, and the date by which the second tiebreaker puzzle
must be returned. Any contestant who did not indicate he orsshe wished
to become eligible for any extra cash prlze upon submission of the first
_ tiebreaker puzzle is resolicited...

6. Respondent mails to contestants successfully completmg the sec-
“ond tiebreaker puzzlea letter informing the contestant that he or she is
-still tiéd with others for first prize. The contestant is provided with a
‘statement of the rules, an entry blank containing the third tiebreaker
puzzle, -and the date by which the-puzzle must, be returned. If: ties

remain this procedure is repeated untll the predetermmed number of
tiebreaker puzzles are completed. -

.7, If more than one contestant. successfully completes all tlebreaker
.puzzles, duplicate prizes are awarded. :

8. When new contests are run, respondent solicits prior contestants
of respondent’s contests.

Par. 5. By the use of the aforesaid general method of operation
and advertisements, promotional literature, solicitations and other
written materials, respondent induces the entry into said puzzle con-
tests and the payment for eligibility for aforesaid extra cash prizes
by representing and implying in substance as follows:

1. The contest is free and there are no fees of any kind.

2. Tlebreaker puzzles may be submitted only upon payment of
money.

3. Only a small number of persons successfully solved the original
puzzle and were tied for first prize.

4. Only one tiebreaker puzzle will be needed to determine the prize
winner.

5. Contestants are allowed to pay money and to become eligible for
extra cash prizes only at the time they submit the first tiebreaker
puzzle.

6. Extra cash prizes are awarded eligible winners of any prize.

Par. 6. Intruth and in fact:

1. The contest is free if contestants wish to play for the prizes an-
nounced during the initial promotion of the contest, but fees are re-
quired to become eligible for substantially larger extra cash prizes
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announced during the promotlons of the first and second tlebreaker
puzzles.

2. Although contestant,s may submit any puzzle w1thout paying a
{ee, they are not given the opportunity to choose whether they wish to
play for free or pay money to become eligible for extra cash prizes.

8. After the orlgmal puzzle is completed, substantlally all contest-
ants are tied for first prize.

4. More than one tiebreaker puzzle is a,lways necessary to deter-
mine the prize winners.

5. Contestants may pay money to become eligible for extra cash
prizes when they subm1t either the first or the second tiebreaker
puzzle.

6. Extra cash prizes may be won only by the first prlze ‘winner.

Therefore, the general method of operation, statements and repre-
sentations as set forth in Paragraph Four and Paragraph Five herein,
were and are unfair, false, misleading and deceptive. '

Par. 7. The use by respondent of the aforesaid unfair, false; mis-
leading, and deceptive statements, representations, and practices has
had and now has the capacity and tendency to mislead members of the
public into the erroneous and mistaken belief that said statements,
representations and practices were and are fair and true. By reason of
said erroneous and mistaken belief, members of the public have
entered said contests, paid substantial quantities of money and be-
lieved respondents general method of operation to be fair.

Par. 8. In the course and conduct of respondent’s aforesaid busmess,
and at all times mentioned herein, respondent has been, and now is,
in substantial competition in commerce, with corporations, firms and
individuals engaged in the conduct of puzzle contests of the same gen-
eral kind and nature as those conducted by respondent.

Par. 9. The aforesaid acts and practices of respondent, as herein
alleged, were and are all to the prejudice and injury of the public and
of respondent’s competitors and constituted, and now constitute, un-
fair methods of competition in commerce and unfair or deceptive
acts or practices in commerce, in violation of Section 5 of the Federal
Trade Commission Act.

Dzcision AxD ORDER

The Federal Trade Commission having initiated an investigation
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 Los Angeles Regional Office
proposed to present to the Commission for its consideration and which,
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if issued by the Commission, would charge the respondent with vio-
latlon of the Federal Trade Commission Act; and

+ The respondent and counsel for the Commssmn 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 that the law has been violated as alleged in such com-
plamt, and waivers and other prov1s10ns as reqmred by the Commis-
sion’s rules; and.- :

-~ The Commission- ha,vmg thereafter considered. the matter and hav-
ing determined that it had reason to believe that the respondent has
violated ‘the said Act, and .that complaint. should issue stating- its-
charges in that respect; and: having thereupon accepted the executed
consent agreement and placed such agreement on the public record for
a period of thirty (30)-days, and having duly considered the com-
ments filed thereafter pursuant to Section 2:34(b) of its rules, now jn
further conformity with: the procedure prescribed in Section 2.34(b) -
of - its rules, the Commission hereby. i issues. its complaint, makes. the -
following jurisdietional findings, and enters the following order:
.1 Respondent Lee Rogers is an individual trading and doing busi-
ness as American Holiday Association, with his office and principal
place of business located at 8831 Sunset Boulevard; Los Angeles,
California. _

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent, and the proceeding
is in the public interest.

ORDER

It is ordered, That respondent Lee Rogers, an individual trading
and doing business as American Holiday Association, or any other
name or names, his successor and assigns and respondent’s agents,
representatives, salesmen and employees, directly or through any cor-
poration, subsidiary, division or other device, in connection with the
conduct of puzzle contests or the advertising, offering for sale, or sale
of any product or service in commerce, as “commerce” is defined in
the Federal Trade Commission Act, do forthwith cease and desist
from: ‘

1. Representing, directly or by implication, orally or in writing,
that the contest, or any puzzle, is free unless it is clearly and con-
spicuously disclosed in close proximity thereto that the contestant
will be given the option to pay money to become eligible to win
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. extra prizes; or misrepresenting in any manner the cost to enter

'S

.or to remain a contestant in respondent’s contests.

2. Representing, directly or by implication, orally or in writing,
that any tiebreaker puzzle may be entered upon the payment of
money quahfymg the contestant for an extra cash or any other
type prize or pmzes unless:

(a) It is clearly and consplcuously dlsclosed contestants
are not required to pay money and play for an extra cash
or any other type prize or prizes;

- (b) It is clearly and consplcuously disclosed contestants
may choose to play for any single extra cash prize that may
be offered ; and »

(¢) Contestants are clearly and conspicuously given the
opportunity to indicate they wish to enter any phase of the
contest for free. The contestants’ opportunity to indicate they
wish to-enter for free shall be in immediate conjunction with
and in a like manner as the contestants’ opportumty to 1nd1—
cate they wish to play for an extra prize.

8. Failing to:

(a) Clearly and conspicuously disclose, prior to or at the
time of any solicitation for money, the total number of con-
testants anticipated based on prior experience and the aver-
age percentage of contestants correctly solving the initial
puzzle and all succeeding tiebreaker puzzles in respondent’s
three most recently completed contests ; and

(b) Send to all persons upon spemﬁc request, the actual
number and percentage of contestants correctly solving each
puzzle in respondent’s most recently completed contest; or
misrepresenting in any manner the odds of winning any prize.

4. Failing to clearly and conspicuously disclose with all promo-
tional literature and in immediate conjunction with all puzzles:
(1) the maximum number of ticbreaker puzzles that may be neces-
sary to complete the contest and determine winners, (2) succes-
sive tiebreaker puzzles will become significantly more difficult
and (3) the method of determination of all prize winners if a
tie remains after the last tiebreaker puzzle is completed.

5. Representing, directly or by implication, orally or in writ-
ing, that contestants may pay money to become eligible for extra
prizes only at the time they submit the first tiebreaker puzzle
unless such is the fact; or misrepresenting in any manner when
payments of money may be made by contestants.
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6. Representing, dlreetly or by implication, orally or in writing,
that extra cash prizes apply to other than ﬁrst prlze, unless
such isthe fact. . :

1ids fw-ther ordered, That the respondent clearly and conspicuously
dlsclose in respondent’s initial contest promotional literature the dead-
line for submission of the original puzzle, the minimum time con-
testants will be ‘allotted to solve and submit each tiebreaker puzzle

-and the approximate date on which the contest will terminate.

It is further ordered, That the respondent clearly and conspicuously
disclose with all tiebreaker puzzles and on all entry blanks the dead-
line for submission of that puzzle, and the apprommate date on which
‘the contest will terminate.

- It.is further ordered, That the respondent refund all money or
other consideration to contestants requesting such refund in wrltlng
within one year of payment who are unable to participate in any
aspect of any contest through no fault of the contestant.

It is: further ordered, That the respondent cease and desist from
failing to clearly and conspicuously disclose with all entry blanks
and contracts, all rules, terms and conditions of the puzzle or. contest
or of the offer for sale or sale of any product or service sold by re-
spondent, including all obligations 1mposed upon members of the
public by respondent; or misrepresenting in any manner all such
rules, terms, conditions and obligations.

[t is further ordered, That the respondent at the conclusion of the
contest send to all entrants upon their request the names of all winners, -
the correct or winning solution to each puzzle, and the number of
pomts scored by the first prize winner on each puzzle.

It is further ordered, That the respondent maintain for no less than
two (2) years after all prizes are awarded adequate records which
disclose the names and addresses of all contestants, the approximate
date each contestant is sent a tiebreaker puzzle by respondent, all tie-
breaker puzzles and correspondence sent by a contestant, and copies
of rephes thereto.

It is further ordered, That the respondent shall notify the Commis-
sion at least thirty (30) days prior to any proposed change in his
business organization such as dissolution, assignment, incorporation,
or sale resultmg in the emergence of a successor firm, partnership,
or corpora,tlon, or any other change which may affect compliance

obligations arising out of this order.

It is further ordered, That the respondent named herein promptly
notify the Commission of the discontinuance of his present business
or employment and of his affiliation with a new business or employ-
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- ment. Such notice shall include respondent’s current business or em-
ployment in which he is engaged as well as a descrlptlon of his duties
and respon81b111tles
It is further ordered, That the respondent herein shall. within s1xtv



