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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
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respondents, including the acts and practices alleged in this
complaint. His principal office and place of business is the same as
that of the corporate respondents.

PAR. 2. Respondent Homespun Products, Inc. has disseminated
advertising seeking individuals to assemble craft items and other
products at home, and has offered for sale and sold start-up kits and-
craft materials to individuals who accept its offers to engage in such
work.

Respondent G & S Marketing, Inc. has disseminated advertising
soliciting individuals to incur the cost of a 900-number telephone call
to obtain information identifying companies offering work-at-home
opportunities, and has advertised and sold directories of firms
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 Exhibits A and B. These materials contain the
following statements: '

$627 WEEKLY AT HOME. Easy work, assemble products, start now! Call
(900) 420-3017. 18 years/older. Three dollars a minute.

Turn your sewing machine into a money machine! That's right we pay up to
$627.00 per week...

TURN YOUR SEWING SKILLS INTO SIGNIFICANT INCOME! .... WE
PAY UP TO $627.00 A WEEK SEWING PILLOWS AT HOME!

Once you have the starter package, you'll be ready to earn money! --- WE PAY
YOU UP TO $627.00 A WEEK--month after month.

$270.00 per week making simple Christmas ornaments year round!

WE PAY YOU UP TO $450 WEEKLY [Christmas ornament]

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 Exhibits A and B, respondents
have represented, directly or by implication, that:
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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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Let us introduce this unique opportunity te enjoy the Christmaes
Spirit all yesr round, snd make money doing it! Nomespun will
instruct you In the age oid art form of Quilling Ornsments. Itsllen nuns
In the 17th century brought this art form te life and It still is Ia
demand todey. You can learn this skill, and ao experience is aeeded.
You will enjoy cresting besutiful snowflske ernaments,and have the
selisfaction of earning money at the seme timel So coms, Join in the
fun snd revivel of this charming ert, Start quilling sn helrioom todey
for & treasure tomorrow!!

(Quitting Is & simple paper ert, shoping strips of special paper and
glueing them togsether to moeke an attractive ernement. It's easy!)

WE PAY YOU UP TO $450.00 WEEKLY

HOMESPUN will pay you $90 for every set of thirty sin ornements you
maoke! We will purchase up to S sets weskly which totals $450 right in

the comfort of your own home, heing your swn boss,

Our company is presently in need of some hard working
Independent contractors to produce these ornaments. you work et
your swn pace. The amount of money you make will depend on your
skills, the time you wish to spend, whether you do all the work
yourself or hove help.You may even sell these ornaments to others st
higher prices,to make even more money, It's up to you!

HOW YO STRRY;

First, fill out the application on the bock side of this pege. Return the
application 1o the Homespun shipping department for immediate
shipping of your starter kit . The kit will contein enough metertals to

produce fiue ornaments, Instructions ,color picture, pattern layout,
and specifications on supplies.

EXHIBIT R
TAGE 1 OF 2 'AGFS

1 N N

QUESTIONS, CALL DURING OUR CUSTOMER SERUICE HOURS 9:30 T0 3 PM
STMAn TeRALcu €OINOV IN7-478- ] 345 Y
IEEann)
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EXHIBIT B
RETURN THES FORM TO HOMESPUN PRODUCTS INC. PO BOX 8010 FAIRFEAD CAMSR g 01y 110e Only
2RNAMENT-APPLICATION (Please Print ot Type) -
- o
VAME
A\DDRESS |
SITY STATE 2P b |
PHONE SOCIAL SECURITY NUMBER h
SIGNATURE DATE
4OMESPUN will send you & check in the smount of $90.00 for each unit of
36 ORNAMENTS that you complets according fo our written specifications, and sand
J0$a0e paid 1o Homespun. ¢ = . We
f $450.00. We will also

Surrently imit our procducers fo only §ve units per week, a lotal o
"8imburse for shipping, up o $4.00 per unit on all units made according 1o our standards.
‘i you ship UPS, cost should be under $4.00 in U.S.).

Sincs you are self-employed, you a8 responsibie for your own tax records. We do not
#thhold income taxes, nor do we pay for unemployment benefits, or empioyee benefits of
iy kind. You are an independent contracior , with afl thess responsibilites. You may hire
D, Use your own methods, and sel elsewhere if you wish.

t is necessary for us to project production and inventory, 80 Homespun requires our
»0auCers 10 have their st unit in our office no later than 60 total days from the date of the
1arter package being mailed to you. All future units will have the same requirement. 60
‘ays from the payment of the last unt. Thare is no payment for partially compieted work or
‘ncompleted units. We reserve he nght refuse unsatislactory work.We recommend
ubmitting your first sample for approval before beginning production.

lupplles. As an independent contractor you have the fight to obtain your own supples.
3uying needed 1ems from your own sources below Our suggested supply Cost increases
our profit per unit of omaments. By law this is your right, to have this Ireedom to control
our pr&m margin. Instructions on how and where to oblain supplies are given insidu

. JART NOWI Order your stariar kit tocay. this registers you with our inspé..on
epartment and allows us 1o receive work from you right away! simply fill out the above
pplcation , sign #t, and send either 2 monay order or check in the amount of $39.95. This
tarter package contains supplies lo make {ive ornameqls .color photograph, pattem.
1structions ,and quafity checkiist (sample not inciuded). This starter kit is sent on &
onrefundable basis. This fee also pays lor computer time inspection of work and other
dministrative costs.

AMPLE ONLY: You may order a finished sample on a refundable basis of $7.00, this
Tlows you 10 check out the opportunity on a refundable basis. Sample must be returned
rthin 15 days for retund!

Money order or check for $39.95 for starter package *NOT AVAILABLE IN CA
Includes shipping & handing First class mail (nonrefundable)

PAGFS

-
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. Sample ornament $9.95 ($7 plus $2.95 shipping charge)-$7 is refundable
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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 v

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:

. Respondent Homespun Products, 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 201 Benton Court, Suisun, California.

Respondent G & S Marketing, 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 or place of business
located at 201 Benton Court, Suisun, California.

Respondent Gregory A. Straw is an officer of said corporation.
He formulates, directs and controls the policies, acts and practices of
said corporation and his address is the same as that of the
corporation.
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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 Homespun Products, Inc., a
corporation, G & S Marketing, Inc., a corporation, their successors
and assigns, and their officers, and Gregory A. Straw, individually
and as an officer of Homespun Products, Inc. and G & S Marketing,
Inc., 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 the Federal Trade Commission Act, do
forthwith cease and desist from: '
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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,
respondents, or their successors and assigns, 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 profits 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
of all payments paid to each participant for work completed pursuant
to the work opportunity during the previous three years.
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III.
It is further ordered:

A. That respondents Homespun Products, Inc., G & S Marketing,
Inc. and Gregory A. Straw shall pay to the FTC as consumer redress
the sum of one million and forty thousand dollars ($1,040,000);
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 Corporate Defendant” relating to Homespun Products,
Inc., dated February 12, 1993; a “Financial Statement of Corporate
Defendant” relating to G & 'S Marketing, Inc., dated February 12,
1993; a “Financial Statement of Debtor” executed by Gregory A.
Straw, dated February 8, 1993; the federal income tax returns of
Homespun Products, Inc. for 1990, 1991 and 1992; the federal
income tax returns for G & S Marketing, Inc. for 1991 and 1992; and
the federal income tax returns for Gregory A. Straw and Susan M.
Straw for 1991 and 1992. 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 and forty thousand dollars ($1,040,000) 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 respondents 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 corporations 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 (S5) years after the
date of service of this order, 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

SANDCASTLE CREATIONS, ET AL.

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

Docket C-3484. Complaint, Mar. 17, 1994--Decision, Mar. 17, 1994

This consent order prohibits, among other things, the Oregon-based respondents,
who marketed potholders and mohair for use as doll’s hair, 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 $536,000 redress payment,
however, based upon financial statements submitted by the respondents, the
order suspends all redress payments, except for a $25,000 payment by the
individual respondents in this matter.

Appearances

For the Commission: Gerald E. Wright and Jeffrey Klurfeld.
For the respondents: James Brown, Enfield, Guimont & Brown,
Salem, OR.

COMPLAINT

The Federal Trade Commission, having reason to believe that
William E. Taylor and Susan L. Taylor, individually, and trading and
doing business as Sandcastle Creations (“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. Respondents William E. Taylor and Susan L.
Taylor are individuals, trading and doing business as Sandcastle
Creations, an unincorporated association, with its principal office and
place of business located at 126 S.E. Ist Street, Newport, Oregon.

Respondent William E. Taylor is a co-owner of Sandcastle
Creations. Individually or in concert with others, he formulates,
directs and controls the policies, acts and practices of Sandcastle
Creations and his address is the same as that of Sandcastle Creations.



