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Complaint tI7FT.C.
IN THE MATTER OF

THE HAIRBOW COMPANY, ET AL.

CONSENT ORDER, ETC., IN REGARD TO ALLEGED VIOLATION OF
SEC. 5 OF THE FEDERAL TRADE COMMISSION ACT

Docket C-3482. Complaint, Mar. 17, 1994--Decision, Mar. 17, 1994

This consent order prohibits, among other things, the California-based corporations
and officers, who purported to sell hairbow kits, from making any material
misrepresentations regarding earnings or profits of participants in any work
opportunity and from making misrepresentations about the marketplace
demand for any product or service for which the respondents are offering a
work opportunity. In addition, the order sets a redress payment, however,
based upon financial statements submitted by the respondents, the redress
payments have been suspended. '

Appearances

For the Commission: Gerald E. Wright and Jeffrey Klurfeld.
For the respondents: William Bernheim, Whitaker & Bernheim,
Dixon, CA.

COMPLAINT

The Federal Trade Commission, having reason to believe that
Russell J. Osborn, a/k/a Russell J. Osborne and Russell J. Osbourne
(hereafter “Russell J. Osborn™), individually, trading and doing
business as The Hairbow Company, and as an officer of Rainbow
Productions, Inc., and Rainbow Productions, Inc., a corporation
(“respondents”), have violated Section 15 of the Federal Trade
Commission Act, and it appearing to the Commission that a
proceeding by it would be in the public interest alleges:

PARAGRAPH 1. Respondent The Hairbow Company is an
unincorporated association, with its principal office and place of
business located at 19 Front Street, Danville, California.

Respondent Rainbow Productions, Inc. is a corporation,
organized, existing, and doing business under and by virtue of the
laws of the State of California, with its principal office and place of
business located at 19 Front Street, Danville, California.
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Respondent Russell J. Osborn is an individual, is the owner of
The Hairbow Company, and is the owner and president of Rainbow
Productions, Inc. Individually or in concert with others, he
formulates, directs and controls the policies, acts and practices of The
Hairbow Company and Rainbow Productions, Inc. His address is 19
Front Street, Danville, California.

PAR. 2. Respondent Russell Osborn, individually and trading
and doing business as The Hairbow Company, has disseminated
advertising seeking individuals to assemble craft items and other
products at home, and has offered for sale and sold starter kits to
individuals who accept his offers to engage in such work. The cost
of such starter kits covers registration and other fees to engage in
such work.

Respondent Rainbow Productions, Inc. has disseminated
advertising soliciting individuals to incur the cost of a 900-number
telephone call to obtain information about companies offering work-
at-home opportunities.

PAR. 3. The acts and practices of respondents alleged in this
complaint have been in or affecting commerce, as “commerce” is
defined in the Federal Trade Commission Act.

PAR. 4. Respondents have disseminated, and have caused to be
disseminated advertisements, promotional literature, and agreements
relating to their income opportunities, including but not necessarily
limited to the attached Exhibit A. These materials contain the
following statements:

Muchas personas ganan hasta $400 o mas cada semana trabajando en casa.
Usted puede tambien. Es facil! [Many people earn up to $400 or more each week
working at home. You can too. It’s easy!]

E N

Gane hasta $423 dolares a la semana, haciendo prendedores de cabellos.

[Make up to $423 dollars per week making hairbows.]

* ok ok

WE NOW PAY UP TO $427.68 WEEKLY'!!
* ko k
LA COMPANIA DE HAIRBOW
AHORA LE PAGAMOS HASTA $427.68 A LA SEMANA!

[THE HAIRBOW COMPANY
WE NOW PAY UP TO $427.68 WEEKLY!]
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PAR. 5. Through the use of the statements contained in the
materials referred to in paragraph four, including but not necessarily
limited to the materials attached as Exhibit A, respondents have
represented, directly or by implication, that:

A. The stated dollar amounts constitute the weekly earnings
regularly realized over a substantial period of time by an appreciable
number of independent assemblers of respondents’ products.

B. Respondents are fulfilling a significant marketplace demand
for their products.

PAR. 6. In truth and in fact:

A. Independent assemblers of respondents’ products have not
regularly realized over a substantial period of time the weekly
earnings represented. Only a small percentage of persons who
assembled products for respondents have regularly derived earnings
from their work, and none has achieved over a substantial period of
time the weekly earnings represented.

B. Respondents are not fulfilling a significant marketplace
demand for their products.

Therefore, the representations set forth in paragraph five were, and
are, false and misleading.

PAR. 7. The acts and practices of respondents as alleged in this
complaint, constitute unfair and deceptive acts or practices in or
affecting commerce in violation of Section 5(a)(1) of the Federal
Trade Commission Act.
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EXHIBIT A

The Hairbow Company
WE NOW PAY UP TO $427.68 WEEKLY1

WELCOME:
Thank you for responding to this great opportunity. THE HAIRBOW
COMPANY is a family owned business and takes pride in quality crafted
crafts. THE HAIRBOW COMPANY is in current need of people
wﬂnngtodothcworkﬁomthdrownhomc.lfyouhaveammg esire to
work at home then THE HAIRBOW COMPANY is interested in you if you
have the following desire. _
l)hmnnhﬂesﬂhhwﬁnﬂn‘ah«uﬂmm.dﬂlu
experience necessary and no special equipment necessary.
2) We are in the business of selling hairbow kits which show you how to
mhyowmhﬁrbmﬂutmmdthuunmmmuunto

- us, or both.
S)mhpquhmmhm'emmqwsm.&mm
This is all we are looking for is just a desire in you to our product.

The breakdown of our cost and your profit is as follows. We pay you
$427.68 per week for the assenably of 3 units of our product. Each unit
consist of 4 dozen HAIRBOWS. For each unit we will pay you direct
$100.32 for production plus $42.24 for supply cost reimbursement for a
total of $142.56 per unit. If you do the maximum we allow per week that
totals $427.68 for 3 units plus shipping...Also in addition we PAY
SHIPPING up to $2.00 per unit. on units made according to quality
standards.We do reserve the right to return products that are sent to us
improperly constructed, or just plain sloppy. So please, always try to do a
good job to save both of us time and money.

BHOW TO BEGIN: :

First THE HAIRBOW COMPANY will send you a starter kit consisting c:
complete tips on how to make the HAIRBOW along with picture, quality
check list, diagrams, materials to make your first sample HAIRBOW and
complete information on obtaining supplies.This starter kit is designed to
show you how to make one HAIRBOW correctly.

Hard work is the key to any success and all we ask is you produce. In order
to help us pay the high cost of advertising, administration cost, printing,
management of your file and inspection of your work we must ask that
you purchase your own starter kit. This one time purchase will more than
earn the price of your package, with the first unit of HAIRBOWS you

produce.

To get started as part of the HAIR
BOW team stmply fill out your name and address and return this form
today!
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RCTmiveED puy el ' ;.
Return this form: to Skipping Department SHIPE Kiy

HAIR B BOX 2678, DANVILLE CA 94526
Make your money order or check payable to Hairbows; va roms

NAME_
ADDRESS, —_

CITYS. 4 IP

SIGNATUF E%’zuphone(_‘

HAIR BOWS will send§ou o check ifThe total amount of §142.56 phus shipping up to $2.00 for eact
unit of 4 dozen hairbows that you complete according to our written specifications. We currently imi
our producers to shipments of 3 units per week, for a total of $427.68 per week.

You are your own empioyer,so you work for yourselt and you are responsible for your own tax
records. We do not withhoid Income taxes, nor do we pay unempioyment benefits or employee
benefits of any kind. You are an independent contractor and it's you own responsibility. Becauss
you are an independent contractor you have the option of seling the product eisewere if you wish,

Control of our inventory is of the most impontance to us now, and HAIRBOWS requires our
producers to have their first unitdp our office no latter than S5 total days from the date of the starter
kit being mailed to you. ARl future units will have the same requirement, 55 total days from payment
of the last unit. We will not extend for any reason, ctherwise HAIRBOWS will have too much idie
inventory and no control of incoming inventory. It is not possible for us to pay on partially compieted
work, or uncompieted units. Since we at HAIRBOWS have a high level of quality to uphoid, we
reserve the right to refuse improperty constructed, of sioppy work.

To receive your starter kit, simply fill out the above appication-agreement, sign it, and sand either ¢
money order or personal check in the amount of $29.95 plus $4.95 shipping and handiing tc
HAIRBOWS at the address above. Your stanter kit includes, picture, fabrics, and complete
instructions for obtaining supplies and hair bow assembly. This starter kit is designed to show you
how to make one hair bow correctly. The starter kit funds are used immediately towards up keep o
your file, administration costs, printing, inspection of your work ect.We will ship the starter kit withir
15 days from date received on all money orders received, and 4 weeks on all personal checks, fc

allow time for checks to clear. e

Enclose $29.95, plus $4.95 shipping and handling and indicate payment below.
}

Money Order (15 day shipping) Return this application to:

Hairbows Shipping Dept. |

Personal Check (4 week shipping) PO Box 2678
Danville, CA 94526

Rush Handhng $2.00 reviong © Copyright Halrbows 195t
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DECISION AND ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint which the San Francisco Regional Office
proposed to present to the: Commission for its consideration and
which, if issued by the Commission would charge respondents with
violation of the Federal Trade Commission Act; and

The respondents, their attorney, and counsel for the Commission
having thereafter executed an agreement containing a consent order,
an admission by the respondents 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 respondents that the law has been violated
as alleged in such complaint, and waivers and other provisions as
required by the Commission’s rules; and

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the respondents
have 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 sixty (60) days, and no comments having been filed
thereafter by interested parties pursuant to Section 2.34 of its Rules,
now in further conformity with the procedure prescribed in Section
2.34 of its Rules, the Commission hereby makes the following
jurisdictional findings and enters the following order:

1. Respondent The Hairbow Company is an unincorporated
association, with its principal office and place of business located at
19 Front Street, Danville, California.

Respondent Rainbow Productions, Inc. is a corporation
organized, existing and doing business under and by virtue of the
laws of the State of California, with its principal office and place of
business located at 19 Front Street, Danville, California.

Respondent Russell Osborn is an individual, is the owner of The
Hairbow Company and is the owner and president of Rainbow
Productions, Inc. Individually or in concert with others, he
formulates, directs and controls the policies, acts and practices of The
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Hairbow Company and Rainbow Productions, Inc. His address is 19
Front Street, Danville, California.

2. The acts and practices of respondents alleged in this complaint
have been in or affecting commerce, as "commerce" is defined in the
Federal Trade Commission Act.

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

ORDER
For purposes of this order, the following definitions shall apply:

“Work Opportunity” means any offer to a person to earn income
by producing goods or providing services, where (1) the offeree must
pay to the offeror or a person identified by the offeror, any amount of
money, whether in the form of a registration, application or other fee,
a payment for initial inventory or supplies, or in any other form, as
a condition of participating; and (2) the offeror represents that the
offeree will or could be compensated in any manner by the offeror or
by a person identified by the offeror.

“Participant” means any person who pays the offeror of a work
opportunity, or a person identified by such offeror, any amount of
money, whether in the form of a registration, application or other fee,
a payment for initial inventory or supplies, or in any other form, as
a condition of participating in a work opportunity.

“Net Earnings or Profits” means the compensation paid to a
participant in a work opportunity, less the costs to a participant of
materials, supplies and shipping.

It is ordered, That respondents Russell J. Osborn, individually,
trading and doing business as The Hairbow Company, and as an
officer of Rainbow Productions, Inc., and Rainbow Productions, Inc.,
a corporation, its successors and assigns, and respondents’ agents,
representatives and employees, directly or through any corporation,
subsidiary, division or other device, in connection with the
marketing, advertising, promotion, offering, or sale of any work
opportunity, in or affecting commerce, as “‘commerce” is defined in
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the Federal Trade Commission Act, do forthwith cease and desist
from:

A. Making any material misrepresentation, including but not
limited to:

1. Misrepresenting the past, present or potential future earnings
or profits of participants in any work opportunity; or

2. Misrepresenting the marketplace demand for any product or
service for which respondents are offering a work opportunity.

B. Making any earnings-related or profit-related claim which
uses the phrase “up to” or words of similar import or which states any
dollar amount, unless the stated level of earnings or profits
constitutes the net earnings or profits which can be achieved by an
appreciable number of participants; and further, in any instances
where consumers could not reasonably foresee the major factors or
conditions affecting the ability to achieve the stated level of earnings
or profits, cease and desist from failing to disclose clearly and
prominently the class of consumers who can achieve the stated level.

II.

It is further ordered, That for three (3) years after the last date of
dissemination of any representation covered by this order, respon-
dents shall maintain and upon request make available to the Federal
Trade Commission for inspection and copying:

A. Specimen copies of all materials disseminated which contain
such representation;

B. All materials that were relied upon as substantiation in
disseminating such representation;

C. The names, addresses and telephone numbers of all work
opportunity participants who paid any money to respondents within
the previous three years; and

D. The names, addresses and telephone numbers of all work
opportunity participants who earned any income or profit from
respondents during the previous three years, and for each such
participant: all written agreements between respondents and each
participant during the previous three years; and the dates and amounts
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of all payments paid to each participant for work completed pursuant
to the work opportunity during the previous three years.

1I.
It is further ordered:

A. That respondent Russell J. Osborn shall pay to the FTC as
consumer redress the sum of one million nine hundred thousand
dollars ($1,900,000); provided, however, that this liability will be
suspended, subject to the provisions of subpart B below.

B. That the Commission’s acceptance of this order is expressly
premised upon the representations regarding the financial condition
of the respective respondents made to the FTC in a “Financial
Statement of Debtor” executed by Russell J. Osborn on September
22, 1992, and appended “Statement of Assets and Liabilities”
executed by Russell J. Osbourne on September 14, 1992; a “Financial
Statement of Corporate Defendant” relating to Rainbow Productions,
Inc. executed by Russell J. Osborn on September 22, 1992; and on
the federal and California tax returns of Russell J. Osborne for 1990.
After service upon respondents of an order to show cause, the FTC
may reopen this proceeding to make a determination whether there
are any material misrepresentations or omissions in said
representations regarding the financial condition of the respective
respondents. Respondents shall be given an opportunity to present
evidence on this issue. If, upon consideration of respondents’
evidence and other information before it, the FTC determines that
there are any material misrepresentations or omissions in the
financial statements and related documents, that determination shall
cause the entire amount of monetary liability of one million nine
hundred thousand dollars ($1,900,000) to become immediately due
and payable to the Federal Trade Commission, and interest computed
at the rate prescribed in 28 U.S.C. 1961, as amended, shall
immediately begin to accrue on the unpaid balance. Proceedings
initiated under part III are in addition to, and not in lieu of, any other
civil or criminal remedies as may be provided by law, including any
proceedings the Federal Trade Commission may initiate to enforce
this order.
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Iv.

It is further ordered, That the corporate respondent shall notify
the Commission at least thirty (30) days prior to any dissolution,
assignment, or sale resulting in the emergence of a successor
corporation, the creation or dissolution of subsidiaries, or any other
change in the corporation that may affect compliance obligations
arising out of the order.

V.

It is further ordered, That the individual respondent shall
promptly notify the Commission of the discontinuance of his present
business or employment and, for a period of five (5) years after the
date of service of this order, and shall promptly notify the
Commission of each affiliation with a new business or employment.

VI.

It is further ordered, That respondents shall, within sixty (60)
days after service of this order on them, and on the first through the
fifth anniversaries of the effective date of this order, file with the
Commission a report in writing, setting forth in detail the manner and
form in which they have complied with this order.
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IN THE MATTER OF
HOMESPUN PRODUCTS, INC., ET AL.

CONSENT ORDER, ETC., INREGARD TO ALLEGED VIOLATION OF
SEC. 5 OF THE FEDERAL TRADE COMMISSION ACT

Docket C-3483. Complaint, Mar. 17, 1994--Decision, Mar. 17, 1994

This consent order prohibits, among other things, the California-based corporations
and an officer, who purported to market pillows and Christmas ornaments,
from making any material misrepresentations regarding earnings or profits of
participants in any work opportunity and from making misrepresentations
about the marketplace demand for any product or service for which the
respondents are offering a work opportunity. In addition, the order sets a
redress payment, however, based upon financial statements submitted by the
respondents, the redress payments have been suspended.

Appearances

For the Commission: Gerald E. Wright and Jeffrey Klurfeld.
For the respondents: William Wineberg, Broad, Schuld, Larson
& Wineberg, San Francisco, CA.

COMPLAINT

The Federal Trade Commission, having reason to believe that
Home Spun Products, Inc., a corporation, G & S Marketing, Inc., a
corporation, and Gregory A. Straw, individually and as an officer of
said corporations (“respondents”), have violated Section 5 of the
Federal Trade Commission Act, and it appearing to the Commission
that a proceeding by it would be in the public interest, alleges:

PARAGRAPH 1. Respondent Home Spun Products, Inc. is a
California corporation, with its principal office or place of business
at 201 Benton Court, Suisun, California.

Respondent G & S Marketing, Inc. is a California corporation,
with its principal office or place of business at 201 Benton Court,
Suisun, California.

Respondent Gregory A. Straw is an officer of the corporate
respondents. Individually or in concert with others, he formulates,
directs and controls the acts and practices of the corporate



