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JANET D. STEIGER
(8/89 -)

MARY L. AZCUENAGA
(11/84 - )

COMMISSIONERS

Janet D. Steiger has been Chairman of the Federal Trade
Commission since August 11, 1989, having been nominated by
President Bush.

Chairman Steiger had been Chairman of the Postal Rate
Commission, by appointment of President Reagan, from March 1982
to August 1989; sheal so chaired the Congressionally-mandated three-
year Commission to Assess Veterans' Education Policy (1987-89),
which reported to the 100th Congress. A Republican, she was
nominated by President Carter, and confirmed by the Senate, as a
Postal Rate Commissioner in 1980. In 1985, the Federally Employed
Women of Washington awarded her the Outstanding Woman in
Government Award for 1984.

A member of Phi Beta Kappa, Chairman Steiger received her
B.A. from Lawrence University in 1961 and did postgraduate study
at the University of Reading in England and at the University of
Wisconsin-Madison. She was a Fulbright Scholar, a Woodrow
Wilson Scholar, and a member of the Lawrence Board of Trustees
(1986-89). Lawrence awarded her an honorary doctor of laws degree
in 1992.

Before government service, Chairman Steiger was cofounder of
theWorkPlace, Inc., aWashington office-and-research facility. Born
in Oshkosh, Wisconsin, Chairman Steiger is the widow of
Congressman William A. Steiger and the mother of their son, Bill.

Mary L. Azcuenaga was sworn in as a member of the Federa
Trade Commission on November 27, 1984. She was appointed by
President Reagan to a term expiring September 26, 1991, and was
reappointed by President Bush for a second seven-year term.

Before her appointment, Commissioner Azcuenaga spent more
than 11 yearson thelega staff of the Commission, during which she
held several positions and gained experience in every aspect of the
Commission’s work. She has a varied litigation background,
including both federal court and administrative litigation. She has
substantial expertise in the field of antitrust, including extensive
experiencein merger litigation. In addition, she hasabackgroundin
the field of consumer protection and administrative law and has
participated in administration and management of the Commission
and several of its offices.

Immediately beforeassuming her present position, Commissioner
Azcuenagaserved asAssistant General Counsel for Lega Counsel of
the Federal Trade Commission. Earlier, she aso served as Assistant
to the General Counsel, Assistant Director of the San Francisco
Regional Office, Assistant to the Executive Director and as a
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DEBORAH K. OWEN
(10/89 - 8/94)

litigation attorney in the Office of the General Counsel. 1n 1982, she
received the Federa Trade Commission Chairman’s Award, the
highest recognition accorded a Commission employee.

Commissioner Azcuenaga is a graduate of Stanford University
and the University of Chicago School of Law. Sheisamember of the
Administrative Conference of the United States and amember of the
Board of Trustees of the Food and Drug Law Institute. She is a
member of the Board of Directors of the Girl Scout Council of the
Nation’s Capital and amember of the Board of Trusteesof St. John’s
Community Services.

Commissioner Azcuenagaisamember of the bars of the District
of Columbia and the State of California. She livesin Washington,
D.C.

Deborah K. OwenwassworninasaCommissioner of the Federal
Trade Commission on October 25, 1989. The oath of office was
administered by Senator Strom Thurmond.

From 1980 to 1982, Commissioner Owen served as Associate
Counsel to thirteen Republican members of the House Judiciary
Committee, specializing in criminal law matters, intelligenceissues,
and Department of Justice oversight. From 1983 to 1985, she was
Genera Counsel tothe Senate Judiciary CommitteeanditsChairman,
Senator Strom Thurmond. In that position, she was responsible for
all Committee legidation, including criminal law, antitrust, patent,
copyright and trademark matters, immigration, administrative law,
and Department of Justice budget and oversight. From 1985 to 1986,
Commissioner Owen served as A ssociate Counsel to the President of
the United States. Inthat capacity, shewasresponsiblefor reviewing
federal judicial nominations, legisation, executive orders,
Presidential speeches, and political matters.

Prior to joining the Commission, Commissioner Owen was
Managing Partner of the Washington, D.C., officeof theMcNair Law
Firm, P.A. and wasamember of the Board of Governors of the Firm,
which hasitsmain officein Columbia, South Carolina. The practice
consisted primarily of antitrust and |egidlative representation.

Commissioner Owen received her Juris Doctor degree from the
Harvard Law School in 1977 and wasaMarshall Scholar in political
philosophy at the University of Edinburgh (Scotland), from 1972 to
1974. In 1972, she received a Bachelor of Artsin government and
speech from the University of Maryland, graduating first in her class.
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ROSCOE B. STAREK, Il
(11/90 - )

DENNIS A. YAO
(7/91 - 8/94)

Prior to her government service, Commissioner Owen practiced
with the Batimore, Maryland law firm of Piper & Marbury,
concentrating on pension matters and general business law.

Roscoe B. Starek, 111 was sworn in as a member of the Federal
Trade Commission on November 19, 1990. Prior to that time,
Commissioner Starek held a number of positions in both the
Legidative and Executive branches of the Federal Government.
From January, 1989, until he was sworn in by President Bush,
Commissioner Starek was Deputy Assistant to the President and
Deputy Director of Presidential Personnel at the White House.
Immediately prior to joining the White House staff, Commissioner
Starek worked on the Bush transition team as Deputy Director of
Presidential Personnel. Heserved for sevenyearsin several positions
at the Department of State, most recently as Deputy Assistant
Secretary for Policy and Counterterrorism.

From 1972t0 1982, Commissioner Starek worked on Capitol Hill
and on the Ford White House staff. From 1976 to 1982, he worked
for three Committees of the U.S. House of Representatives as Chief
Minority Counsel to the House Select Committee on NarcoticsAbuse
and Control, Associate Counsel to the House Judiciary Committee,
and a Counsel to the Minority of the House Select Committee on
Intelligence. In 1975, Commissioner Starek was appointed to the
White House staff as Assistant General Counsel to the Presidential
Clemency Board. In 1974, Commissioner Starek was chosen by the
Minority Members of the House Judiciary Committeeto be acounsel
to the Impeachment Inquiry. During 1972 and 1973, he served onthe
staff of U.S. Senator Charles Percy of lllinois, first as a legidative
assistant and thereafter as a Professional Staff Member to the
Permanent Subcommittee on Investigations of the Senate
Government Operations Committee.

Commissioner Starek graduated with an A.B. in political science
from Syracuse University. He received a Juris Doctor degree from
the Washington College of Law at American University. He is
admitted to the bar in Illinois and in the District of Columbia.
Commissioner Starek is married to the former Mildred Jeannette
Harllee. They have one daughter and residein Alexandria, Virginia.

Dennis A. Yao was sworn in as a member of the Federal Trade
Commission in July 1991. Commission Chairman Janet D. Steiger
administered the oath of office.
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Beginningin 1983, Commissioner Y ao wasalecturer and later an
associate professor of public policy and management at the Wharton
School of the University of Pennsylvania. At Wharton, he devel oped
and taught a course about strategies relevant to oligopolistic
competition called “ Competitive Strategy and Industrial Structure.”
He also taught courses on business-government relations which
covered the political process, regulation, trade policy, and antitrust
and consumer protection issues.

Commissioner Yao earned an engineering degree at Princeton
University and an MBA at the University of California at Berkeley.
He received a Ph.D. in Economics and Policy from the Stanford
University Graduate School of Business.

Prior to earning his Ph.D., Commissioner Yao was a product
planner for the Ford Motor Company, where he obtained experience
in business planning and marketing strategies.
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COMPETITION MISSION

OVERVIEW

The Federal Trade Commission enforces a variety of federal
antitrust and consumer protection laws. By eliminating acts or
practices that are unfair or deceptive, it seeks to ensure that the
nation’s markets function competitively and are vigorous, efficient,
and free of undue restrictions. The Commission’s efforts are
generally directed toward stopping actionsthat restrict competition or
threaten consumers’ ability to exercise informed choice. Finaly, it
undertakes economic analysisto support itslaw enforcement efforts
and to contribute to the policy deliberations of various federal, state,
and local government bodies.

Inadditiontoitsstatutory enforcement activities, the Commission
supports Congressional mandates through cost-effective
nonenforcement activities, such as consumer education. Thisreport
itemizes the Commission’ s accomplishments in fiscal year 1994.

The Competition Mission aims to preserve an open and
competitive marketplace, so that consumers can realize such benefits
as competitive prices, lower costs, the fruits of innovation, and a
selection of goods and services that meet their needs. In the longer
term, the Competition Mission also helps the U.S. economy remain
healthy and innovative so that it can continue to meet consumer needs
in adynamic, and often global, competitive environment.

The work of the Competition Mission is carried out primarily
through enforcement of the antitrust laws. The Commission’s
antitrust enforcement actions result in magjor savings for American
consumers and taxpayers. The Commission also engagesin severa
related activities that enhance the business community’s
understanding of theantitrust lawsand improveits effortsto comply.
Fundamentally, antitrust operatesin anonregulatory manner. It does
not prescribe how businesses shall operate. Instead, it only imposes
certain requirementsthat competitors not engage in practicesthat are
likely to lessen competition and harm consumers. The Commission’s
principal remedy for an antitrust violation is an order requiring the
company or person to discontinue the challenged anticompetitive act
or practice.
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Challenges for the Competition Mission

Dynamic changes in the U.S. economy have increased the need
for constant vigilance to ensure that the marketplace remains
competitive. Thesechangesincludeasignificantincreasein mergers
and acquisitionsthat result in higher market concentration; new forms
of business affiliations, particularly in health care and related fields,
that may restrict competition; and marketplace pressures that
sometimes|ead adversariesto collaborate or restrict entry rather than
compete. At the same time, factors such as the fast paced nature of
technological change and the international nature of competition,
require ongoing review of enforcement policy to ensure that the
Competition Mission continues to achieve net benefits for the
American consumer.

Mission Priorities

The priorities of the Competition Mission are determinedin light
of two overarching goals: the achievement of maximum benefit for
American consumersand, to the extent possible, the minimization of
enforcement burdenson businesses. Missionresourcesare channeled
to the challenging of transactions and practicesthat are most likely to
result in significant consumer injury and to Mission activitiesthat are
likely to address competitive concerns most efficiently and
effectively. To that end, the Competition Mission focuses on:

* initiating enforcement actionsagai nst anticompetitive mergers
and acquisitions;

* initiating enforcement actions against unfair methods of
competition that present arisk of significant economic harm
to consumers,

» undertaking cooperative enforcement activities with state
governments and other federal agencies and undertaking
competition advocacy to discourage legidative enactments
that may harm consumers by restricting competition and
consumer choice;

* providing guidance to the business community through
enforcement guidelines or statements of enforcement policy,
advisory opinions, and other communications;

* monitoring compliance with Commission orders and
modifying or enforcing orders, where appropriate; and
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» taking steps to ensure that enforcement policy and practices
are cost-effective and do not impose unnecessary burdens on
the public or the business community.

Overview of Activities

Enforcement initiatives comprised the bulk of mission activities.
The Commission maintained a highly visible enforcement presence
by bringing significant cases, including both traditional antitrust
enforcement actions of regional or national significance and cases of
firstimpression. In particular, the Commission pursued mergers and
acquisitions that may have substantially lessened competition or
tended to create a monopoly across the spectrum of American
industry. The Commission also pursued unfair methods of
competition that presented a risk of significant economic harm to
consumers. The major part of this work is directed to horizontal
collusion (efforts by two or more competitors to conspire to restrain
trade). The Commission also challenged efforts by asingle entity to
attempt to, or actually, monopolizeaparticular market and challenged
vertical agreements between suppliers and resellers of goods that
threatened to raise prices or decrease quality and outpuit.

The Commission a so engaged in cooperative enforcement efforts
with state governments and with the Department of Justice and other
federal agencies. Thiscollaboration enabled al agenciesinvolved to
put their comparative advantages to best use, resulting in more
effective and efficient enforcement. The Commission thusleveraged
itsresources and expertise to achieve greater benefitsfor consumers.
Tothisend, the Commission continually sought to further strengthen
the aready strong working relationships it had developed in recent
yearswith state governments. In addition, the Commission sought to
cooperatein antitrust enforcement efforts with other countriesand to
provide advice and counsel, upon request, to countriesin the process
of implementing or revising competition policies.

Another important part of the Commission’ senforcement efforts
was providing guidance to the business community to facilitate
compliance with antitrust laws. This guidance resulted in more
effective and efficient enforcement by minimizing the need for
resource-intensive investigation and litigation after a competitive
problem arose. In addition, it reduced antitrust uncertainty for the
businesscommunity and assisted in moreefficient businessplanning.
In fiscal year 1994, the Commission, together with the Antitrust
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Division of the Department of Justice, issued updated and expanded
statements of enforcement policy in the health care industry. These
statements provided substantial guidance by outlining areaswherethe
Commission and the Antitrust Divison were unlikely to take
enforcement action, as well as areas that could raise antitrust
concerns. Commission staff also provided guidance in the form of
staff advisory opinions, which analyzed proposed conduct on a case-
by-case basis.

Finally, the Commission continuously monitored compliancewith
its orders, modified or enforced orders where appropriate, and took
steps to ensure that enforcement policy and practices were as cost-
effective as possible and did not impose unnecessary burdens on the
public or the business community. On July 22, 1994, the
Commission announced new policies for sunsetting the cease-and-
desist provisions of orders in competition cases. The centra
provisionsin al new competition orders will presumptively expire
automatically in 20 years, and other order provisions will
presumptively expireautomatically inno morethan 10 years. In most
cases, theseorder provisionswill have served their remedial purposes
within the prescribed periods.

Theseand other activitiesof the Competition Mission aredivided
into five major program areas administered by the Bureau of
Competition: Mergers and Joint Ventures, Premerger Notification,
Horizontal Restraints, Distributional Restraints, and Single Firm
Violations. These programs are supported by the Commission’s 10
regional officesand the Bureau of Economics, which alsoadministers
the Antitrust Policy Analysis Program for conducting studies and
research about the workings of the economy.

Mergers and Joint Ventures Program

The Mergers and Joint Ventures Program seeks to protect
American consumers from the adverse consequences of
anticompetitivemergers, acquisitions, and joint ventures(collectively
referred to as mergers). Although mergers frequently benefit
consumers by allowing firmsto increase efficiency, lower costs, and
improve product offerings, some mergers may have the opposite
effect. If the merger substantially reduces or eliminates competition
in a market, consumers may pay higher prices, the quality and
selection of product offerings may be lessened, and firms may lose
theincentiveto continually improvetheir products and devel op more
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efficient ways of conducting business. Consequently, the Mergers
and Joint V entures Program seeksto identify and bl ock those mergers
that arelikely to harm consumersby giving firmsadominant position
in the market, by significantly increasing the likelihood of collusion,
or by raising barriers to entry or expansion by other firms. Such
mergers may violate Section 7 of the Clayton Act and Section 5 of the
FTC Act.

Consistent with the importance of mergers as a prominent and
dynamic aspect of United States economic activity, the Mergers and
Joint Ventures Program is the largest of the Commission’s five
antitrust enforcement programs.

Enforcement Policies and Strategies

TheMergersand Joint V entures Program, workingin conjunction
with the Premerger Notification Program, has the underlying goal of
stopping potentially anticompetitive mergers before they occur. The
Commission has adopted this preemptive enforcement strategy,
because it is more effective and cost-efficient than detecting and
challenging anticompetitive problems after a merger has been
consummated.

In implementing this strategy, the Mergers and Joint Ventures
Program has two principal objectives. First, the Program seeks to
minimize any interference with nonproblematic transactions by
quickly reviewing and clearing those transactions that do not pose
competitive problems. The vast majority of transactions are quickly
cleared in this manner. Second, the Program seeks to conduct an
expeditious but comprehensive analysis of transactions that may
threaten competition and harm consumers and takes enforcement
action where appropriate.

The Program is assisted in this process by the premerger
notification and waiting period requirementsof the Hart-Scott-Rodino
Antitrust Improvements Act of 1976 (HSR Act), which appliesto the
vast majority of mergers reviewed by the Commission. Proposed
mergers that are subject to the HSR Act must be reported to the
Commission and to the Department of Justice, along with certain
other information, and must undergo a short waiting period while a
preliminary review is conducted. Mergers that do not raise
competitive concerns are usually cleared within the initial waiting
period established by the HSR Act.
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For therelatively few transactionsthat rai se competitive concerns,
the Commission conducts further investigation. Such investigations
generally include the issuance of requests for additional information
to the merging parties, as authorized by the HSR Act. If the
Commission has reason to believe that a merger may substantially
lessen competition, the Commission seeks to protect consumers by
stopping the merger beforeit takesplace. Todo so, it generally seeks
injunctive relief under Section 13(b) of the Federal Trade
Commission Act. In many cases, instead of litigating such alawsuit,
the merging parties agree to a consent order that provides for
divestiture or other relief with respect to the anticompetitive parts of
the transaction, and the remainder of the transaction is alowed to
proceed. For mergersthat have already been consummated or where
injunctiverelief isnot appropriate or avail able, the Commission seeks
to obtain relief through its administrative proceedings. Consent
orders are often used in this situation, as well.

Statistical Overview

Intermsof the sheer number of transactionsreviewed for possible
consumer injury, the importance of the Mergers and Joint Ventures
Program has increased substantially in recent years. In fiscal year
1994, 2,305 transactions, covering almost every industry of the
American economy, were reported under the HSR Act. Thisfigure
represents a 45% increase over fiscal year 1992 and is the largest
number since 1989, the peak year of the 1980’s. During fiscal year
1994, 55 merger investigations were opened, and 46 requests for
additional information or documentary materials were issued under
the HSR Act.

Twenty of thoseinvestigationsresulted in enforcement actionsto
protect consumer interests in markets such as hospitals,
pharmaceuti cal sand pharmaceutical distribution, computer software,
cabletelevision, satellites and other defense-related products, and a
variety of food and other consumer goods.

Significantly, the Commission’ senforcement actionswerecarried
out inamanner that did not prevent the compl etion of procompetitive
aspectsof mergersor consolidations. Inamost every case brought by
the Commission, the merger was ultimately consummated with a
narrow divestiture or other remedy that carefully focused on the
competitive problem raised by the merger and no more.

10
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Premerger Notification Program
Critical Rolein Merger Enforcement

The Premerger Notification Program works in conjunction with
the Mergers and Joint Ventures Program to review proposed
acquisitions and mergers so that potential anticompetitive
acquisitions can be challenged before they are consummated. The
HSR Act requiresentities, who meet certainsizerequirementsand are
planning significant acquisitions, to file notification with the
Commission and the Antitrust Division of the Department of Justice
and to delay consummation for a prescribed period of time. The
Commission and the Department of Justice administer the HSR Act
and take stepsto ensure compliance with the requirements of the Act
and itsimplementing rules.

The Premerger Notification Program gives the Commission a
highly effective means of identifying and reviewing potentially
anticompetitive mergers and acquisitions. Indeed, the vast majority
of the Commission’ smerger enforcement actionsareinitiated through
this process.

Violators Pay for Not Complying With HSR Reporting
Requirements

Because of the importance of HSR filings to effective merger
enforcement, apparent violationsof thefiling requirementsaretreated
serioudsly. When it appearsthat the reporting requirements have been
violated, the Commission’s Compliance Division conducts an
investigation and recommends an enforcement action for civil
penalties or other relief, when appropriate.

Services of the Premerger Notification Office

Another important function of the Premerger Notification
Program isthe preparation of analytical summaries of each proposed
transaction.  These summaries, prepared by the Premerger
Notification Office, are used by both the Bureau of Competition and
the Antitrust Division of the Department of Justice. They include
recommendationsfor further action, such asmonitoring the activities
of the parties and investigating proposed mergers for possible
anticompetitiveimplications. They also providethebasisfor granting

11
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afiling entity’s request for early termination of the waiting period
when no legitimate antitrust issue can be found. Asaresult of these
recommendations, the Bureau granted 1,492 requests for early
termination in fiscal year 1994.

The Premerger Notification Office is aso responsible for
devel oping ways to reduce the burden and cost to the public of filing
the Notification and Report Form. Infiscal year 1994, the Premerger
Notification Officeissued another guide designed to aid the publicin
the submission of documents and materials usually requested when
the Commission issues arequest for additional information. Guide
V, A Model Request for Additional Information and Documentary
Materials, is the third of five guides that the Commission plans to
publishregarding filing requirements and reporting procedures under
the HSR Act. Staff also invited the public to comment on the notice
of proposed rulemaking concerning changes to the Premerger
Notification and Report Form. If adopted, these rules would
eliminate the submission of information that is not essential to the
antitrust review of areportable transaction.

The Commission's Premerger Notification staff provided
informal advice, opinions and general information regarding the
application and interpretation of the HSR Act and the Premerger
Rules, formal interpretations, the Premerger Notification Source
Book, and the three Premerger Introductory Guidesin approximately
14,000 instances. The Commission also worked with the Antitrust
Division of the Department of Justice to ensure that the Premerger
Notification Program was applied consistently and uniformly by the
two agencies.

Finally, the Premerger Notification Office is responsible for
collecting afiling fee from each acquiring entity required to report a
transaction on the Notification and Report Form in compliance with
the HSR Act. The waiting period required under the HSR Act does
not begin until payment of thefiling fee. Legidation, signedinto law
in August 1994, set thefiling feeat $45,000. Duringfiscal year 1994,
the Commission collected $58.2 million in filing fees. Thisamount
is divided equally between the Commission and the Antitrust
Division of the Department of Justiceto helpto support their antitrust
missions.

12
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Horizontal Restraints Program

The Horizontal Restraints Program is directed toward
investigations of collusive or other collaborative activitiesinvolving
direct competitors that may harm consumers by increasing prices,
restricting output, reducing the quality of products, reducing
consumer choice, or foreclosing new competition. The Program
accounted for the second largest portion of the Commission’s
Competition Missions resources, consistent with the belief that
horizontal restraintsgenerally arethemost likely to cause competitive
and consumer injury. Horizontal restraints are challenged under
Section 5 of the FTC Act, which prohibits unfair methods of
competition that substantially lessen competition.

Horizontal restraints can appear in many different forms. Some,
such as price fixing, output restriction, and market division
agreementsamong horizontal competitors, havelong beenrecognized
as having a pernicious effect on competition and as lacking any
redeeming virtues. Such restraints have long been considered per se
illega.  Other horizontal restraints may or may not be
anticompetitive, depending upon the circumstances. Somerestraints
may have possible procompetitive justifications that outweigh the
harmful effects. Such non-per se restraints are often complex and
difficult to analyze but are well suited for the Commission’s
jurisdiction under Section 5 of the FTC Act and its special expertise
in analyzing complex business arrangements.

During fiscal year 1994, the Commission opened 56
investigations of alleged horizontal agreements, covering all aspects
of the American industrial landscape: health care, food, electrical
equipment, home furnishings, real estate, pulp and paper mills, and
toys and games.

Protecting Consumers

Among the highest priorities for the Commission’s Horizontal
Restrai nts Program wastheinvestigation and prosecution of restraints
affecting health care. The Commission challenged not only direct
price fixing agreements, but also horizontal agreements among
competitors designed to limit competition and frustrate cost
containment efforts. TheHorizontal Restraints Program al so focused
on agreements affecting the quality of products and the amount of
product information available to consumers.

13
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The Commission devoted more attention to theidentification and
prosecution of horizontal restraintsin non-health carerelated service
industries. Thisincreasing concern hasfollowed ageneral riseinthe
proportion of the nation’s industries devoted to services rather than
products.

The Commission paid close attention to newly deregulated
industries. In many of theseindustries, governmental authoritiesare
permitting and encouraging competition, but firms enter into
horizontal agreements to restrict competition because they are
reluctant to leave the shelter of a noncompetitive environment.

The Commission also examined firms claiming to be exempt
fromfederal antitrust laws becausethe agreement was sanctioned and
supervised by a state.

Helping Businesses Understand the Antitrust Laws

In another aspect of its Horizontal Restraints Program, the
Commission sought to further itslaw enforcement mission by issuing
guidelines that will help deter and prevent law violations, aswell as
enable businesses to plan their operations with greater certainty in
their antitrust standing. Infiscal year 1994, the Commission and the
Antitrust Division of the Department of Justicejointly issued revised
and expanded Statements of Enforcement Policy and Analytical
Principles Relating to Health Care and Antitrust. The Commission
and the Department of Justice responded to comments and questions
received after the issuance of thefirst health care enforcement policy
statementsin 1993 by updating and expanding the enforcement policy
statements to offer guidance in additional aress.

As part of the policy statements, the Commission promised to
expedite its issuance of advisory opinions to health care businesses
who seek to determine whether the Commission believesthat specific
proposed conduct raises antitrust concerns. In 1994, Commission
staff responded to eight inquiries into whether specific health care
arrangements might violate the antitrust laws.

Distributional Restraints Program
TheDistributional Restraints Program seeksto protect consumers
from anticompetitive consequencesthat may arisefrom certain kinds

of vertical agreements among firms in the chain of distribution of
goods and services, from producers to distributors and retailers to
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consumers. Agreements on resale prices between firmsin avertica
relationship can have immediate effects on prices to consumers and
areconsidered per seillegal. Other, nonpricevertical agreementsare
evaluated under arule of reason and may or may not beillegal. The
Commission investigates distributional restraints carefully to avoid
challenging vertical agreements that may benefit consumers.
During fiscal year 1994, the Distributional Restraints Program
focused oninvestigationsinvolving alegedly unlawful distributional
practices in such industries as ophthalmic goods, pharmaceuticals,
motor vehicle parts and accessories, records and prerecorded tape
stores, athletic shoes, casual wear, machinery, and electronics.

Sngle Firm Violations Program

The Single Firm Violations Program seeks to protect consumers
against certain kinds of conduct by single firms with market power.
When a firm engages in conduct that is intended to monopolize a
market or to leverage market power in one market to gain market
power in another market, it can reduce output and increase prices
above the competitive level, thereby injuring consumers and
misallocating society’s resources. When a market is sheltered by
barriers to new entry, the harm to competition can persist for long
periods of time.

The Single Firm Violations Program focused on cases of
monopolization, tying, and nonprice predation involving alleged
monopolization activities in such industries as gas transmission;
surgical, medical, and dental appliancesand supplies; pharmaceutical
preparations; hospitals; physician joint ventures; and plastics and
electrical products.

Compliance

The Compliance Division performed several functionsin support
of all of the programsin the Competition Mission. The Compliance
Division handled enforcement actions for alleged violations of the
HSR Act and the Premerger Rules. In addition, the Compliance
Division supported other programs in the Competition Mission by
assisting in the drafting of Commission competition orders, ensuring
compliance with those orders, reviewing applications for divestiture
approval in merger cases, and enforcing orders where violations
occurred. The Compliance Divison also evauated and
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recommended action on petitions to modify Commission orders and
participatedinreviewsof Commission policiesregarding competition
orders.

New Policy Regarding Commission Orders

In July 1994, the Commission announced a mgjor change in the
duration of Commission orders in antitrust cases. The Commission
issued a policy statement announcing that, in the future, the cease-
and-desist provisions of Commission orders in competition cases
would presumptively expireautomatically after 20 years. Previoudly,
such order provisions generaly did not have an expiration date.
Fencing-in provisions (broader prophylactic remedia provisions of
Commission ordersprohibiting conduct not affirmativelyillegal) will
normally expire automatically in 10 years. This action was taken to
reducethe burden on respondents by removing order provisionswhen
they likely will have outlived their need and their benefit to the
public.

Other Compliance Actions

Companiesthat are subject to divestiture requirementsin merger
cases are required to obtain the Commission’s approval before
making any divestitures under the order. Such approval isrequired
in order to ensure that the divestiture meets the remedial purpose of
the order, to preserve or restore a competitive market structure. In
fiscal year 1994, the Commission reviewed and approved divestiture
applicationsin six cases.

The Consumer Protection Mission aimsto protect consumers against
unfair, deceptive, or fraudulent practices. Thework of the Consumer
Protection Mission is carried out primarily through enforcement of
Section 5 of the Federal Trade Commission Act and other consumer
protection laws enacted by Congress, aswell astrade regulation rules
issued by the Commission. The Commission’s actions include
individual company and industry-wideinvestigations, administrative
and federal court litigation, rulemaking proceedings, and consumer
and business education. In addition, the Mission contributes to the
Commission’s ongoing efforts to inform Congress and other
government entities of the impact that proposed actions could have
on consumers.

16



Overview

Challenges for the Consumer Protection Mission

The goal of the Consumer Protection Mission is to maintain a
well-functioning marketplace that allows consumers to make
informed purchase choices, however, the marketplace itself has
become increasingly complex, and consequently, the Mission has
developed new, creative strategies to ensure the free flow of
information to consumers.

Consumers in the 1990's are confronted with evolving
technologies that are radically changing the way they learn about,
buy, and pay for goodsand services. Televisionand print advertising,
once the standard media for reaching consumers, have been
supplemented with an array of new technologies. Advertising onthe
information superhighway, pay-per-call telephone services, and
infomercials are just some of the new methods sellers are using to
reach consumers. In addition to these technological changes,
consumers have become more sophisticated. Not too long ago, the
primary issues of interest to the buying public were price and quality.
Today’s consumers are increasingly concerned with the health
implications of the food they buy, with the environmental
implications of packaging and other product attributes, with the loss
of personal privacy, and with the astounding growth in telemarketing
and other types of consumer fraud.

Mission Priorities

The priorities of the Consumer Protection Mission mirror the
issues of greatest concern to consumers. Resources are targeted to
areas causing the most significant consumer injury. Consequently,
advertising, fraud, and issues relating to new technologies are top
priorities. Within these broad areas, the Mission focuses on:

health claims in food advertising;

environmental advertising and labeling;

health care fraud;

telemarketing, business opportunity, franchise, and
investment fraud;

* mortgage lending and discrimination;
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» enforcement of Commission orders; and
» enforcement of credit statutes and a wide variety of trade
regulation rules.

Overview of Activities

The primary law enforcement strategy of the Mission is an
aggressive case-by-case approach. The Commission hasemphasized
federal district court litigation under section 13(b) of the FTC Act,
particularly in cases involving consumer fraud. District court
litigation allows the Commission to obtain immediate preliminary
relief which virtually aways includes a freeze of the defendants
assets.  This enables the Commission to achieve two critical
objectives: animmediate cessation of theillegal practicesand afreeze
on the defendants’ assets, preserving them for consumer redress, if
appropriate.

The Commission alsorelieson administrativelitigation to pursue
nonfraud cases involving novel or complex legal issues, often
challenging advertising claims. Litigated and negotiated
administrative orders establish important precedent in areas such as
unfairness and advertising substantiation.

All new rulemaking initiatives in 1994 were congressionally
mandated. In the past year, the Commission has promulgated an
important new rule governing the advertising, billing, and collection
proceduresfor pay-per-call telephone service, and the Commission’s
top rulemaking priority, asrequired by statute, isnow to develop and
issue a rule by August 1995 defining and prohibiting deceptive
telemarketing, asrequired by the Telemarketing and Consumer Fraud
and Abuse Prevention Act. In addition, during the past year, the
Commission extended the Mail Order Rule to cover sales via the
telephone and rel ated devices (e.g., fax machinesand computerswith
modems).

Litigation and rulemaking activities are supplemented by an
award-winning consumer and business education program. The
program uses brochures, public service announcements, and video
newsreleasesto reach thewidest possibleaudience. Select consumer
publications are available on Capaccess, a computer bulletin board
available to all federal agencies, and all brochures are available on
CompuServe and the Internet. Consumer Alerts often are issued to
coincide with major law enforcement actions so that consumers can
learn how best to protect themselves from fraudulent and deceptive
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operations. In addition, consumer education materials are being
producedin other languagesto reach non-English speaking audiences.

The Mission activities are also supplemented by close federal-
statecoordination. Formal joint actionsmost typically areundertaken
together withthe National Association of AttorneysGeneral (NAAG)
or the National Association of Consumer Agency Administrators
(NACAA). Working with these organizations, joint resources are
targeted to issues having a direct impact on consumers.

In addition to forma projects, staff attorneys working on
individual cases typically consult with their colleagues in state and
local consumer protection offices to coordinate law enforcement
efforts. The momentum for joint action among federal, state, and
local law enforcers has never been greater.

The Consumer Protection Mission iscarried out through five law
enforcement programs. Advertising Practices, Credit Practices,
Enforcement, Marketing Practices, and Service Industry Practices.
The Commission's 10 regional offices are an integral component of
the Mission. Theregional staff are responsible for awide variety of
significant consumer protection cases and serve asimportant contact
pointsfor state Attorneys General and other state and local consumer
protection officials.

Advertising Practices Program

The Advertising Practices Program is designed to protect
consumers from deceptive, unsubstantiated, or unfair advertising
claims. It also administersfederal laws requiring health warningson
tobacco products. In two rapidly evolving areas, environmental
marketing claims and food advertising, the Program produced
enforcement policy statementsthat provided guidancetoindustrieson
how to comply with Commission advertising standards.

One of the most important areas of emphasis was nutritional or
health claimsinfood advertising. Consumers’ interestinand concern
about nutrition and health messages in food advertising is at a high
level. In one poll, 76% of shoppers considered nutrition a very
important factor in their grocery purchases, second only totaste. That
interest has sparked the rapid development of new food products,
such aslow and reduced fat foods. This area has been aparticularly
active one, due to the degree of scientific research on this issue and
the new FDA food labeling regulations pursuant to the Nutrition
Labelingand Education Act of 1991 (NLEA), which becameeffective
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in 1994. In 1994, the Commission issued its Enforcement Policy
Satement on Food Advertising. The policy statement is designed to
promote consistent results between the Commission’s advertising
enforcement program and NLEA labeling regulations, while
accommodating the practical and legal differences between ads and
labels.

Like food advertising, advertising and promotion of dietary
supplements continueto increase as new scientific evidence becomes
available regarding the potential health benefits of various nutrients.
Because of increasing consumer interest in dietary supplements and
concerns about deceptive claims, this product category is being
closely monitored. Thefocus has been on unsubstantiated health and
efficacy claims for supplements purporting, for example, to aid in
weight loss and muscle building, to lower serum cholesterol, and to
provide other nutritional benefits.

A growing number of drugsthat have traditionally been available
only by prescription are now allowed by FDA to be sold directly to
consumers over-the-counter. Advertising issues involving these
drugs continue to be an area of particular interest. An active
Commission program of monitoring advertising claims for these
"switched" products is an important consideration to FDA in its
review of proposals to sell a drug over-the-counter. Because most
claims regarding a drug’s efficacy, safety, and freedom from side
effects cannot be judged by consumers for themselves, they are
closely monitored.

Another area of emphasis during the past year was “green”
claims. Duringthelate 1980' sand early 1990’ s, the environment was
one of the fastest-growing consumer concerns. New product
introductions have kept pace with this concern. The Commission’s
cases involving deceptive environmental advertising are consistent
with the principles enunciated by its guidelines.

New information technologies have had a significant impact on
advertising. Advances in telecommunications and marketing are
shifting a growing portion of consumer spending from the
marketplace to the living room. Infomercials, home shopping
channels, catalogs, on-line shopping services, and other forms of
nonretail, direct sales continue to be agrowing and dynamic segment
of the advertising market. Similarly, the growth in home shopping
and interactive television points to the need to continue to adapt
traditional consumer protection principlesto thisrapidly developing
area.
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The Commission hasimportant responsibilitiesfor administering
the Federa Cigarette Labeling and Advertising Act and for
administering and enforcing the Comprehensive Smokel ess Tobacco
Health Education Act. Infiscal year 1994, the Commission requested
that the National Cancer Institute convene a conference to address
certain issues concerning the test methodology currently used to
measurethetar, nicotine, and carbon monoxide content of cigarettes,
as well as the manner in which information about those yields is
communicated to consumers. Also in fiscal year 1994, the
Commission commenced a rulemaking proceeding, pursuant to its
responsibilities under the Smokeless Tobacco Act, to determine
whether it should require health warnings on sponsored race carsand
other event-related objects bearing brand names, logos, or
promotional messages for smokel ess tobacco products.

Credit Practices Program

The Credit Practices Program i s charged with enforcing anumber
of federal credit statutes, in addition to the FTC Act. Discriminatory
credit granting practices are specifically prohibited by federal statute
and are among the program’s top priorities. The Equal Credit
Opportunity Act, enforced by the Commission, directs that
individuals creditworthiness is to be judged by their financial
condition and history, not by certain prohibited factors. Working
together with the Civil Rights Division of the Department of Justice,
the Commission entered into a settlement in the second federal race
discrimination mortgage underwriting case. As important as the
specific relief obtained, the case helped trigger a coordinated attack
on this problem through a federal agency task force on which the
Commission has been an active member.

Credit bureaus play a critical role in the ease and speed with
which individuals are able to obtain credit. With files on over 180
million Americans, each of themgjor credit bureaushasatremendous
responsibility to ensure the accuracy and privacy of this persona and
sengitive information. The Commission has specific statutory
responsibilities in this area which are set out in the Fair Credit
Reporting Act. Inresponseto aflood of consumer complaints about
credit bureaus, the top subject of complaint and inquiry at the
Commissionfor several years, anumber of enforcement actionswere
taken.
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Beforeenteringinto credit and |l easetransactions, consumersmust
know the applicable terms and conditions. In the Truth in Lending
and Consumer Leasing Acts, Congress mandated that certain
information must be placed in advertisements and must be given to
consumers before transactions are consummated. A uniform term,
annual percentage rate (APR), was created to allow for credit
comparison shopping and fair competition among creditors. The
credit market breaksdown when creditorsfail to provideinformation,
or worse, provide incorrect information. In its jurisdiction over
millions of creditors, the Commission’s role is not to control the
terms of transactions but to ensure that the marketplace operates
properly.

An inevitable consequence of granting credit is default by a
certain percentage of consumers. In addition to creditor collection
activities, many of these debts are assigned to debt collectors for
collection activity. While thereis no reason legitimate debts should
not be collected, certain activities by debt collectors violate the Fair
Debt Collection PracticesAct. The Commission playedacritical role
inclarifyingthelineof proper collection tacticsand prosecuting those
who crossthat line under the Fair Debt Collection PracticesAct. The
Program also madeit clear that creditors bear someresponsibility for
collectors actions of which they are aware. With a significant
increase in consumer complaints about collection agency tactics, the
Commission reinvigorated its debt collection enforcement program.

Finally, credit and other markets breakdown when merchants
engage in unfair or deceptive trade practices. Given the importance
of creditinindividuals' lives, many of theseillegal practicesfocuson
creditissues. They include advancefeeloan fraud, phony gold cards,
misuse of bank drafts, false advertising about secured credit cards,
vacation scams, and credit repair. The Commission also made clear
that those who support fraud artists may themselves become liable
and addressed deceptive advertising on the information
superhighway.

Enforcement Program

The Enforcement Program has two main responsibilities:
enforcing orders across a variety of consumer protection issues and
enforcing and administering more than a dozen statutes and rules on
aregular basisand numerous other rulesand guides on alessfrequent
basis. The Program rigorously enforced Commission orders to
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demonstrate that compliance is required and that violations will be
costly. The Program also focused on implementing the directives of
the 1992 Energy Policy Act (EPA 92), on executing a Commission
initiativetoreview al of itsregulationsperiodically, and onenforcing
rules where violations seem most egregious.

Aspart of itsenforcement efforts, the Program conducted sweeps
of particular industries’ compliance with Commission orders. In
addition, numerous other order violations involving nutrition issues
and performance claims were investigated.

The rule and statute enforcement program engaged in numerous
rulemaking proceedings to respond to changing market conditions
and Congressional directives. Pursuant to EPA 92 directives, the
program engaged i n rulemakingsthat promotethe use of cleaner fuels
and of vehicles using such fuels. The Commission amended the
Octane Posting Rule, effective October 1993, to cover liquid
aternative fuels such as methanol. Pursuant to EPA 92, the
Commission also began a rulemaking to require, for aternative-
fueled vehicles (AFVs), labels that help consumers choose among
competing AFVs.

To promote the use of more efficient, less wasteful products,
pursuant to EPA 92, the Commission amended the Appliance
Labeling Rule, which requires energy efficiency information for
major home appliances to be displayed on “Energy Guides.” The
Commission amended the Rule to include plumbing products and to
require sellers, effective October 1994, to disclose the water usage
rates of these products. In 1994, the Commission added lighting
products to the Rule, and starting April 1995, these products will be
labeled to encourage the use of lighting products that can deliver
desired lighting using less energy than regular incandescent bulbs.
The Commission concluded aproceeding it had initiated to makethe
Rule more user-friendly, and new versions of the Energy Guideswill
appear in 1995.

The Program also coordinates the Commission’ speriodic review
of the economic and other impact of all rulesand guidesto determine
whether they should be retained, repealed, or revised. As a result,
three guides were repealed as obsolete in fiscal year 1994. The
Commission alsoinitiated areview of the Care Labeling Rule, which
involves questions about whether the Rule should be revised to
remove potentia barriers to trade under NAFTA (i.e., to permit the
use of symbols, in lieu of words, to convey care information), and
environmental issues concerning dry cleaning solvents.
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Marketing Practices Program

TheMarketing Practices Programinvestigatesand attemptsto halt
fraud that consumerscannot readily detect and economic harm caused
by merchantswhofail to provide consumerswith needed information.
The Program reflects the variety, prevalence, and severity of
consumer problems in the areas of telemarketing, business
opportunity, franchise, and investment fraud.

One of the most prevalent consumer protection problems was
economicfraud directed at consumersand small businesses. Through
federal court cases and rule enforcement, the Commission targeted
fraud that could not be readily detected by reasonably diligent
consumersor that wasaimed at vul nerabl e popul ations of consumers,
such as elderly people. Often, perpetrators of thistype of fraud used
new technologies not yet understood by consumers or made novel
applications of familiar technol ogies to confuse consumers.

Fraudulent telemarketing of household goods and services, such
as vitamins, health care products, estate planning services, travel
services, vacation packages, and home security systems was an area
of Commission focus. The cases often involved elderly victimswho
did not realize that a salesperson was, in fact, atelephone con artist.
These schemes typically used sweepstakes or other promotional
mailingsto luretheir victims. Consumerscalled to claim their prizes
and were talked into buying expensive goods and services through a
series of misrepresentations.

Other areas of concern were fraudulent use of payment systems,
such as “900” or pay-per-call information services, bank drafts, and
credit cards; fraudulent sale of franchises, business and employment
opportunities, often with the aid of telecommunications technology
and electronic fund transfers; fraudulent sale of goods and servicesto
small businesses; fraudulent solicitation of charitable contributions;
and fraud on the Internet.

Fraudulent sale of franchises and of business and employment
opportunities, often with the aid of telecommunications technology
and electronic fund transfers, has become an area of concern. These
cases involve extremely sympathetic victims -- people who have
invested severance pay, retirement savings, and often all of their
assets in business opportunities that seem likely to reap financia
successand provideeconomic security. Recent estimatessuggest that
tens of thousands of investors|ose as much as $500 million annually
in franchise and business opportunity fraud.
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During fiscal year 1994, the Commission organized and hosted
nineregional law enforcement conferencesto addressthe problem of
telemarketing fraud at the regional and local level. The
approximately 1,000 federal, state, and local law enforcers who
attended these conferences will use the information from the
conferences to work with the Commission on joint investigations,
enforcement actions, and consumer education projects.

The Program al so combated consumer injury that occurred when
sellers failed to provide important information to consumers. By
enforcing the Funeral Rule, the Commission imposed sanctions on
funeral providers who failed to give consumers information about
choices and pricesfor al goods and services sold. The Commission
enforced the Franchise Rule, imposing sanctions on franchi seeswho
failed to provide presale disclosure documents to prospective
investors, and the Pay-Per-Call Rule, imposing sanctions on
information providers who sold information by telephone without
providing cost and other material information to consumers.

Service Industry Practices Program

The Service Industry Practices Program focused on fraud in the
saleof goodsor servicesasinvestments, principally by telemarketers.
Investment fraud cases challenge the deceptive sale of phony art,
services related to government lotteries for FCC licenses or oil and
gas rights to federal lands, jewelry-grade gemstones sold as
investment-grade stones, overgraded numismatic coins, precious or
strategic metal's, and stamps. Consumer lossesfrom thistypeof fraud
are estimated to be in the billions.

As part of its effort to combat investment fraud, as well as other
types of telemarketing fraud, the Commission maintainsthe NAAG-
FTC Telemarketing Database. Thiselectronic database suppliesover
70law enforcement agencies(includingthe FBI, DOJ, Postal Service,
and 40 state AGs) with access to recent complaints from
telemarketing fraud victims, including thosewho have call ed the 800-
number hotline operated by the National Consumers L eague.

TheProgramalsofocused on health carefraud, seekingto prevent
health care providers from misinforming prospective purchasers
about the efficacy and risks associated with various health care
Services.

Recognizing that product standards and certifications are
procompetitive only if the information they convey is accurate, the
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Commissionalsofocused law enforcement initiativesontargetsusing
standards and certifications to deceive prospective purchasers.

The Bureau of Economics provided economic support to the
Commission’s antitrust and consumer protection activities, advised
the Commission and other government entities about the impact of
regulation on competition and consumer welfare, and analyzed
economic phenomena in the American industrial economy, as they
related to antitrust and consumer protection.

In fiscal year 1994, the Bureau of Economics provided guidance
and support to the Competition and Consumer Protection Missions.
Economists offered advice on the economic merits of potential
antitrust actions, distinguishing between situations where the
marketplace performed reasonably well and situations where the
market might be improved by Commission action. When
enforcement actions were initiated, economists integrated economic
analysis into the proceeding, provided expert testimony, and helped
devise remedies that would improve market competition.

Economists supported the Consumer Protection Mission by
assessing the benefits and costs of alternative policy approaches.
Potential consumer protection actions were evaluated not only for
theirimmediateimpact, but alsofor their longer-term effectson price,
product variety, and overall consumer welfare.

Although the Commission is primarily an enforcement agency, it
also analyzes data and publishes information about the nation’s
industries, markets, and business firms. Much of this work is
undertaken by the Bureau of Economics. In fiscal year 1994,
economists conducted studies on several topics in antitrust and
consumer protection.

The Bureau of Economics aso coordinated the Commission’s
Consumer and Competition Advocacy Program, which the
Commission used to provide advice to federal, state, and other
regul atory entitiesconcerning theactual or potential economicimpact
of existing and proposed trade regulations.

Antitrust
Economists participated in investigations of alleged antitrust
violations, advised the Commission on proposed antitrust actions, and

provided economic expertisefor mattersinlitigation. Theseactivities
consumed the bulk of the Bureau’ s resources.

26



Overview

The Bureau also maintained asmall research program in support
of the Commission’ santitrust activities. Duringtheyear, two studies
werereleased. Onewasacase study of resale price maintenance, and
the other was an examination of the effects of unfair importson U.S.
industries. Ongoing studies included the measurement of market
power in long distance telecommunications and the output and price
effects of vertical integration in the brokerage/specialist business.

Consumer Protection

In support of the Consumer Protection Mission, economists
evaluated proposals for full-phase investigations, consent
negotiations, consent settlements, and complaints. In addition,
economists routinely provided day-to-day guidance on individual
matters, provided litigation support services, and made policy
recommendations directly to the Commission.

In addition tothe Bureau’ sdirect support for individual consumer
protection cases, economists conducted alimited amount of research
on consumer protection topics of interest to the Commission. Such
ongoing work included astudy of thefactorsthat affected the content
of health claims in food advertising over the past 40 years, and an
examination of the effects of food advertising policy on the
consumption of fats and cholesterol in the American diet.

Consumer and Competition Advocacy

The interests of consumers may not always be presented during
consideration of legidative or regulatory initiatives. Consequently,
lawsmay be enacted or regul ationsissued that unintentially may harm
consumers by restricting entry, limiting competition, chilling
innovation, raising prices, or reducing the quality of goods and
services. The goal of the Commission’s advocacy activities is to
reduce such harm to consumers by informing appropriate
governmental and self-regulatory bodiesabout the potential effectson
consumers, both positive and negative, of proposed legidlation, rules,
or industry guides or codes. The Bureau of Economicsisthe central
source of planning, coordination, review, and information for work
inthisarea. During fiscal year 1994, the Commission staff submitted
16 comments to federal and state agencies. Comment submissions
covered such subject areas as advertising, antitrust, auto brokering,
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communications, occupational licensing, labeling, leasing,
transportation, and utilities.

Budget and Finance

In fiscal year 1994, the Commission had atotal budget authority
of $92.6 million and used 933 workyears.

To meet the goals of the National Performance Review, the
Budget and Finance Division began to restructure its activities. It
entered into a cross-servicing agreement with the Department of the
Interior through which voucher payments processing wastransferred
tothe Bureau of Reclamation’ sAdministrative Support Center (ASC)
in Denver. It aso worked with the Division of Personnel to transfer
its payroll and personnel systems to the ASC by December, 1995.
The Division worked with the Office of Management and Budget to
establish a buyout program, which helped reduce the Commission’s
workforce to accommodate lower staffing levels.

TheDivision managed the Commission’ sfinancial services, such
asmaintenance of ageneral ledger accounting system and review and
payment of all invoices. It was responsible for issuing accurate and
timely financia reports to program offices, the Department of the
Treasury, and the Office of Management and Budget. It also carried
out Commission-wide management programsfor audit follow-up and
reviewed and reported oninternal controls. TheDivisionplannedand
carried out thefiscal year 1994 budget, supported thefiscal year 1995
budget request through Congress, and devel oped the fiscal year 1996
budget request.

Personnel

Infiscal year 1994, the Division of Personnel continued to assist
the Commission in meeting the objectives outlined in the National
Performance Review (NPR). A major accomplishment in this area
wasthe administration of the Commission’ sbuyout program. A total
of 55 employees elected to take advantage of this program and retire
with the buyout incentive. This buyout, in turn, created savings for
the Commi ssion because certain positionswererefilled at lower grade
levels and skill mixes were adjusted to allow organizational
components to operate more efficiently.

Also related to the NPR, the Division of Personnel continued to
work with the Commission managers to reduce the number of
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supervisorsand eliminateunnecessary levelsof review. TheDivision
was also active in providing traditional recruitment, training, and
employee and labor relations servicesto Commission employeesand
managers.

Planning and Information

The Commission’ sinformation management program continued
to be coordinated by the three divisions of the Office of the Deputy
Executive Director for Planning and Information. The efforts of that
officewere split between maintaining the essential servicesprovided
in previous years and expanding or improving service in key areas.
The program focused on seven key initiatives designed to make
improvementsinthe Commission’ sinformation systemsenvironment
and its component parts. Those initiatives were:

Upgrade workstations and printers

Continued emphasis was placed upon upgrades of computer
workstationsand printers. By theend of thefiscal year, al individual
workstations had 386-level microprocessing systemsor better, and a
two-year project was begun to further upgrade workstations to a
configuration capable of better meeting the Commission’s evolving
network requirements. Upgrades of central processing units,
memory, disk capacity, and core workstation software (including
WordPerfect, WordPerfect Office, DOS, and Windows) were started.
All obsolete printers were removed from service as primary printers.
A limited number of additional laptop computerswere purchased for
Commission staff to use when working away from their regular
offices.

Expand local area network and communications systems

All Commission offices were linked to the local area network.
Additional functionality that was added to the local and wide area
networks included outbound faxing; a central server for accessing
CD-ROM-based libraries of information; improved external remote
access to our systems; and outbound, network-based modem access
for regional offices.
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I mplement direct accessto full text of Commission documents

Planning and Information completed the initial phase of an
application to maintain a comprehensive database of Commission
documents and other related information. This phase focused on
creating a document repository that can be easily accessed and
searched by al Commission staff and from which documents of
interest can be quickly retrieved. The application wasloaded onto 16
special  workstations distributed throughout the headquarters
buildings and was structured to become available at each desktop,
with workstation upgrades planned for fiscal year 1995.

| mprove access to existing corporate information

The first phase of hardware installation to support a new Unix-
based computer systemwascompleted. TheUnix systemwill replace
the Commission’s long-obsolete Prime central computer system.
This multiyear effort will transfer all applications running on the
Commission’ stwo Prime computers. Thefirst computer (System B)
was shut down by theend of thefiscal year. STAFFID, areplacement
for the L ocator and several other databases used by most Commission
applications, was redesigned and reprogrammed to run on the new
system.

Develop and implement a new Commission-wide correspon-
dence management program

In coordination with Commission operating bureaus and offices,
Planning and Information began to review the Commission’ soverall
approach to consumer correspondence management. This review
included analysisof information requirements, researching alternative
correspondence management methods, and the selection and
implementation of an appropriate Commission-wide solution.
Severa procedural changes were implemented that eliminated a
substantial backlog of unanswered correspondence and established a
procedure to acknowledge correspondence within one week of
receipt.
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Automate Commission forms and related workflow processes

The Commission began converting forms from a paper to an
electronic/e-mail environment. Anelectronicformssoftwarepackage
was sel ected, and planswere devel oped for converting existing paper
formsto an electronic format.

Expand and improve user training and direct support services

The Commission will not realize the value of its information
systems resources unless Commission staff use those resources
effectively. During thisyear, Planning and Information continued to
enhance the information systems training and support services
provided to Commission staff. Staff was added to the Information
Center to provide better customer support. New training
opportunitieswere developed. Improvementswere also madeto user
documentation and the tracking, analysis, and followup of user
problems.

Regional Offices

Theregional offices continued to play akey rolein fulfilling the
Commission’s missions during fiscal year 1994. To augment their
ongoing consumer protection enforcement activities, the regiona
offices sponsored a number of telemarketing fraud conferences
throughout the country. These conferences brought together federal,
state, and local law enforcement officials to coordinate efforts to
combat telemarketing fraud. As part of their overall competition
enforcement activities, the regional offices played an increasingly
important role in merger enforcement. They served as strong
intermediaries with state and loca officials to facilitate the
Commission’s law enforcement partnership with other agencies.
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COMPETITION MISSION
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APPENDIX

COMPETITION MISSION (SUMMARY)

Title Number Aggtc;n Type of Matter Product or Service

Adobe Systems, Inc. 9410059 07/26/94 | Merger Professional Illustration
Computer Software

Boulder Ridge Cable TV 8910104 06/24/94 | Horizontal Restraints | Cable Television

Columbia/lHCA Hedlthcare 9410108 09/14/94 | Merger Outpatient Surgical

Corporation Services

First Data Corporation 9310090 08/17/94 | Merger Consumer Money Wire
Transfer Services

HealthTrust, Inc., The Hospital 9410020 07/08/94 | Merger Inpatient Acute-care

Company Hospital Services

Medical Staff of Good 9010032 08/31/94 | Horizontal Restraints | Health Care

Samaritan Regional Medical

Center

Revco D.S,, Inc. 9410075 07/14/94 | Merger Drug Stores

Rite Aid Corporation 9410081 08/31/94 | Merger Drug Stores

Roche Holdings, Inc. 9410085 08/29/94 | Merger Drugs for Testing Presence

of Illegal Drugs
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Title Number Aézt%n Type of Matter Product or Service
Sulzer, Ltd. 9410073 09/27/94 | Merger Aluminum Polyester
Powder
Tele-Communications, Inc. 9410008 11/15/93 | Merger Cable TV Programming
Trauma Associates of North 9210101 07/25/94 | Merger Health Care
Broward, Inc.

COMPETITION MISSION
(DETAIL)

Adobe Systems, Inc.; Aldus Corporation

Adobe and Aldus agreed to modify their merger plan to settle
Commission allegations that the proposed merger would have
anticompetitive affects in the $60 billion worldwide market of
professional-illustration software productsthat enable graphic artists
to create visual images using adesktop computer. The Commission
alleged that the merger, valued at approximately $0.5 billion, would
resultinamonopoly since Adobe and Aldus produce and sell the only
two illustration software programs (lllustrator and Freehand). The
complaint allegesthat the professional-illustration softwaremarket is
characterized by high developmental and reputational barriers that
make production of a technically comparable illustration program
difficult and time- consuming for other firms. Under terms of the
proposed consent agreement, Aldusmust divest its Freehand business
and name to Altsys Corporation within six months.

Boulder Ridge Cable TV; Weststar Communications, Inc.

Boulder and Weststar, two California cable tel evision operators,
agreed to settle allegations that they entered into a mutual covenant
“not to compete” in anumber of areasin Californiaand Hawaii asa
result of Boulder’s acquisition of Three Palms, Ltd., a competing
cable television operator in the Indian Wells Valey area of
California. According to the complaint accompanying the proposed
consent agreement, the “not to compete” clause in the acquisition
agreement representsamarket division agreement that would restrain
competition in surrounding areas outside of the Boulder/Three Palms
geographic market by prohibiting the parties from operating a cable
television system within 15 miles of each other. The proposed
consent agreement prohibits Boulder and Weststar from enforcing the

33



Federal Trade Commission

existing contract and from entering into similar agreements in the
future.

Columbia/HCA Healthcare Corporation

The Commission will permit Columbia/lHCA to acquire Medical
Care America, Inc. under terms of a proposed consent agreement.
The complaint issued with the proposed consent agreement alleged
that the acquisition, combining two competing health care facilities
in Anchorage, Alaska, could result in higher costs or reduced quality
for outpatient surgery services in the area. The complaint further
alleged that the market for these servicesis highly concentrated and
that the acquisition could, therefore, deny patients the benefits of
competition for outpatient medical care facilities based on price,
quality, and service. The proposed consent agreement requires
Columbia/lHCA to divest Medical Care's Alaska Surgery Center,
within oneyear, to aCommission approved acquirer that will operate
the hospital in competition with Columbia/HCA. In an attempt to
ensure that future acquisitions in the market do not raise the same
antitrust concerns, the Commission included several prior approval
provisions, including oneprohibiting Columbia/HCA from acquiring
a$1 million or moreinterest in any outpatient surgical servicefacility
in Anchorage for 10 years. This settlement results from the first
challenge of an outpatient surgical center merger by any federa
antitrust agency.

First Data Corporation

Inthefirst challenge by any federal antitrust agency in the money
transfer services industry, the Commission accepted a proposed
consent agreement with First Datarelated to its proposed acquisition
of Western Union Financial Services, Inc. According to the
complaint accompanying the proposed consent agreement, the
acquisition would create amonopoly in the market by combining the
only two firms in the United States that provide consumer money
wiretransfer services. Thecomplaint further allegesthat itisdifficult
for new firms to gain the brand name recognition and to establish a
nationwide network of retail outlets which is necessary to ensure
consumers a healthy competitive market that provides fair money
transfer fees and a high quality of services. Under terms of the
proposed consent agreement, First Data can compl ete the acquisition
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but must divest either its own MoneyGram consumer money wire
transfer business or that of Western Union’s, within 15 months, to a
Commission-approved acquirer. In addition, the proposed order
prohibits First Data from acquiring any interest in an entity that
provides money wire transfer services in the United States for a
period of 10 years. The Commission withdrew its acceptance of the
proposed consent agreement in November, 1994, after First Data
abandoned its acquisition plans.

HealthTrust, Inc., The Hospital Company

Under terms of a proposed consent agreement, the Commission
will permit HealthTrust, now part of Columbia/HCA Healthcare
Corp., to complete its proposed acquisition of Holy Cross Health
Services of Utah. The agreement requires HealthTrust, which
operates three hospitals in the Salt Lake City-Ogden metropolitan
area, to divest Holy Cross Hospital of Salt Lake City and the assets
of fiveclinicslocated in downtown Salt Lake City within six months
to an acquirer preapproved by the Commission. According to the
complaint issued with the proposed consent order, the acquisition of
three hospitals from Holy Cross would significantly lessen
competition and could raise prices for or reduce the quality of
inpatient acute-care hospital services in the three-county area of
Weber, Davis, and Salt Lake counties. In addition to other
acquisition restrictions, the proposed consent agreement requires
HealthTrust to obtain prior Commission approval for 10 yearsbefore
acquiring any inpatient acute-care hospital or any hospital, medical,
or surgical diagnostic or treatment facility in the counties specified in
the complaint.

Medical Saff of Good Samaritan Regional Medical Center

Under terms of a proposed consent agreement, the Medical Staff
of Good Samaritan Regional Medical Center in Phoenix, Arizona
agreed not to enter into any conspiracy to boycott a competing
hospital. According to the complaint issued with the proposed
consent agreement, Samaritan Heath Systems opened a
multispecialty physician clinic that would have had the potential to
hold down medical costs by offering one-stop shopping for medical
services, extended hours, house calls, and other benefitsto patients.
The complaint alleged that a majority of the 500 physicians on the
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medical staff at Good Samaritan threatened to boycott the new facility
by withholding patient admissions from the hospital in an attempt to
induce the hospital to terminate its affiliation with the clinic. The
proposed consent agreement prohibits the medical staff from
attempting to enter into any agreement to refuse to deal with health
care services offered by Good Samaritan, the clinic, or any other
health care provider. The proposed consent agreement does not
prohibit the medical staff from entering into partnerships or forming
joint ventures to offer health care services.

Revco D.S, Inc.

Under terms of a proposed consent agreement, Revco agreed to
divest a pharmacy business in order to acquire Hook-SupeRx, Inc.
Thecomplaint accompanying the proposed consent agreement alleges
that the merger of two of the largest drug store chainsin the United
States could raise prices and reduce service for prescription drugs
sold in retail stores in Covington, Marion, and Radford, Virginia.
The complaint further allegesthat the merger would eliminate actual
competition between the two firms and would increase the chances
that Revco would unilaterally exercise market power. To restorethe
alleged lost competition and maintain an active competitive market
in the three-city area of Virginia, the proposed consent agreement
requires Revco to divest either the pharmacy businessit already owns
or the pharmacy business that it will acquire from Hook-SupeRx
within oneyear to aCommission approved acquirer or acquirerswho
will continue to operate the stores as retail pharmacies. Findly, the
proposed consent agreement requires Revco to obtain Commission
approval for 10 years before acquiring any similar business interests
in the relevant geographic market.

Rite Aid Corporation

Under terms of aproposed consent agreement, Rite Aid agreed to
divest certain retail pharmacy outlets in Bucksport and Lincoln,
Maine and in Berlin, New Hampshire to an acquirer approved by the
Commission. The complaint accompanying the proposed consent
agreement alleges that Rite Aid’'s proposed acquisition of
LaVerdiere's Enterprises, Inc. could lead to higher prices for
prescription drugs sold in retail storesin thethree areasby increasing
the likelihood that Rite Aid could exercise market power on its own
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or collude with the few remaining retail pharmacy firmsin the area.
To restore competition that allegedly would be reduced by the
acquisition, the proposed consent agreement requires Rite Aid to
divest within 12 months either its own pharmacy stores or those of
LaVerdiere sto an entity that will operate them in competition with
Rite Aid. In addition, the proposed consent agreement requires Rite
Aidto obtain Commission approval for 10 yearsbeforeacquiring any
stock in afirm engaged in the business of selling prescription drugs
at retail outletsin the areas specified in the complaint.

Roche Holdings, Inc.

Under termsof aproposed consent agreement, Roche can acquire
Syntex Corporationandits SyvaCompany subsidiary for $5.3 billion.
Thecomplaint accompanying the proposed consent agreement alleged
that the acquisition would substantially reduce competition and
potentially create a monopoly in the market for pharmaceutical
products used primarily by laboratoriesfor testing for the presence of
illegal drugs. To preserve competition allegedly threatened by the
elimination of an active competitor in the market, the proposed
consent agreement requires Roche to divest Syva's illegal-drug
testing businessto aCommission approved buyer that will operatethe
business in competition with Roche. The proposed consent
agreement al so requires Rocheto obtain Commission approval for 10
years before acquiring assets of any company engaged in the
manufacture of illegal drug reagent products.

Sulzer, Ltd.

Under terms of a proposed consent agreement, Sul zer isrequired
to assist in the deterrence of anticompetitive behavior that may occur
in connection with its proposed acquisition of akey competitor inthe
market for aluminum polyester powder, the Metco Division of The
Perkin-Elmer Corporation. According to the proposed agreement,
Sulzer must help launch a new manufacturer in the market by
divesting a copy of the information needed to produce aluminum
polyester powder, a thermal spray used in the housing of turbine
aircraft engines to increase efficiency, and to provide specific
technical assistance needed for a new manufacturer to develop and
market aproduct comparableto Sulzer’ sAmdry 2010. Accordingto
the complaint accompanying the proposed consent agreement, the
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elimination of a leading worldwide supplier could increase the
likelihood that the remaining competitors in the market could raise
prices and restrict output to purchasers of aluminum polyester
powder. The proposed consent agreement also requires Sulzer to
obtain prior Commission approval for 10 years before making any
acquisition in the market defined by the complaint.

Tele-Communications, Inc.

QVC Network, Inc. proposed to acquire Paramount
Communications, Inc. for $10 billion. The Commission alleged that
QVC's acquisition of Paramount would violate antitrust laws by
substantially lessening competition for the distribution of cable
television programming to consumers in certain areas of the country
and for cable premium-movie channels in the national market.
According to the complaint accompanying the proposed consent
agreement, Tele-Communications, Inc. isthe nation’s largest cable-
television system owner and, with its Liberty Media Corporation
affiliate, has ownership rights in many popular cable television
programming networks. When QVC terminated its attempted
acquisition of Paramount, the Commission withdrew its proposed
consent agreement requiring TCl and Liberty to divest their
stockholdings in QV C within 18 months.

Trauma Associates of North Broward, Inc.

Trauma Associates of North Broward, Inc. and 10 surgeons in
Broward County, Florida agreed to settle charges that they illegally
conspired to fix the fees paid for their professional services at the
traumacenterslocatedin the Broward General Medical Center andin
the North Broward Medical Center. According to the complaint
accompanying the proposed consent agreement, the respondents,
acting as a group to collectively negotiate fees and contract terms,
refused to accept individual contractswith the state-approved trauma
centersestablished by theNorth Broward Hospital District at two area
hospitals. The proposed consent agreement requires dissolution of
Trauma Associates and prohibits the surgeons from entering into
similar agreements to conspire to fix or increase prices for the
provision of traumasurgical servicesin the future and from refusing
to provide surgical servicesexcept on collectively-determined terms.
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CONSUMER PROTECTION MISSION (SUMMARY)

Weight Loss
Products Advertising

Title Number Aggtc;n Type of Matter Product or Service
American Ingtitute of Smoking 9323253 07/22/94 | Diet and Smoking Weight Loss and Smoking
Cessation, Inc. Programs and Cessation Hypnosis
Advertising Claims | Seminars
American Tobacco Company 9323368 09/29/94 | Tar and Nicotine Cigarettes
Advertising Claims
Chemopharm Laboratory, Inc. 9323135 09/13/94 | Environmental Superior Sno-N-Ice Melter
Benefit Claims (Ice Méelting Product)
Advertising
Gorayeb Seminars, Inc. 9323254 07/22/94 | Diet and Smoking Weight Loss and Smoking
Programs and Cessation Hypnosis
Advertising Claims | Seminars
Hayes Microcomputer Products, | 9223332 04/26/94 | Computer Modems for Computers
Inc. Communications
Equipment and
Advertising Claims
Hyde Athletic Industries, Inc. 9223236 09/20/94 | Advertising Claims | Athletic and Other
Footwear
L& S Research Corporation 9123004 07/14/94 | Bodybuilding and Bodybuildng and Weight

Loss Products
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Title Number Aézt%n Type of Matter Product or Service
Notations, Inc. 9323163 09/13/94 | Textile Fibers Women's Blouses
Identification Act
RN Nutrition 9123145 09/02/94 | Nutritional Calcium Supplement
Supplement Products
Advertising

CONSUMER PROTECTION
MISSION (DETAIL)

American Institute of Smoking Cessation, Inc.;
Kenneth C. Grossman; Jane A. Grossman

The American Institute of Smoking Cessation and two of its
officers, Kenneth and Jane Grossman, agreed to settle allegationsthat
they made unsubstantiated claims in their advertisements about the
success of their smoking cessation and weight loss seminars. The
proposed consent agreement prohibits the respondents from making
any representation about the performance or efficacy of any smoking
cessation or weight loss program, unless they possess and rely upon
competent and reliable scientific evidence to substantiate the
representation.

American Tobacco Company

American Tobacco Company agreed to settle allegations
concerning tar and nicotine advertising for the company’s Carlton
brand cigarettes. The proposed consent agreement prohibits the
company from disseminating ads for Carlton or any other cigarettes
that make certain misrepresentations about the rel ative amount of tar
and nicotine consumers will get by smoking the cigarettes.

Chemopharm Laboratory, Inc. d/b/a CP Industries

Chemopharm L aboratory agreed to settle allegationsthat it made
false and unsubstantiated environmental benefit claimsto market its
ice melting product, Superior Sno-N-Ice Melter. The proposed
consent agreement prohibits the company from making
unsubstantiated environmental claimsfor any productsit marketsin
the future.
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Gorayeb Seminars, Inc.; Ronald B. Gorayeb

Gorayeb Seminars and its owner, Ronald Gorayeb, agreed to
settle allegations that they made unsubstantiated claims in their
advertisements about the success of their smoking cessation and
weight loss seminars. The proposed consent agreement prohibitsthe
respondents from making any representation about the performance
or efficacy of any smoking cessation or weight |oss program, unless
they possess and rely upon competent and reliable scientific evidence
to substantiate the representation.

Hayes Microcomputer Products, Inc.

Hayes Microcomputer Products, a major manufacturer and
distributor of computer communi cations equipment, agreed to settle
allegationsthat it made false and misleading claimsin an advertising
campaign about the escape sequence feature of its modems. The
advertisements allegedly represented that the company’s escape
method was the only one available that did not create a substantial
risk of data transmission failure. The proposed consent agreement
prohibitsthe company from making similar fal seand unsubstantiated
claimsfor any of its modem-related productsin the future.

Hyde Athletic Industries, Inc.

Hyde Athletic Industries, a manufacturer of athletic and other
footwear, agreed to settle allegations that it made misleading “Made
inthe USA” claimsfor its Saucony brand footwear. The complaint
alleged that a substantial amount of Saucony footwear is assembled
in foreign countries with foreign component parts and that, of the
Saucony footwear assembled in the United States, a substantial
amount consistslargely of foreign component parts. InJuly 1995, the
Commission rejected the proposed consent agreement with Hydeand
directed staff to negotiate a new agreement, based on a narrower
complaint. At the same time, the Commission announced that it
would conduct a public workshop/conference to determine whether
it should change its enforcement standard for “Made in the USA”
clams.
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L& SResearch Corporation; Scott Chinery

L& S Research and its founder, Scott Chinery, agreed to settle
allegationsthat they made numerousfal seand unsubstantiated claims
in the advertising and sale of their bodybuilding and weight loss
products. The proposed consent agreement prohibitsthe respondents
from making misrepresentations regarding the efficacy of their
products, unless they possess and rely upon competent and reliable
scientific evidence to substantiate the representation. The proposed
agreement al so requires the respondents to pay $1.45 million to the
U.S. Treasury.

Notations, Inc.; Kurt Erman

Notations and its president, Kurt Erman, agreed to settle
allegationsthat they mislabeled the fiber content of variouswomen’s
blousesthey imported and sold. Thecomplaint allegesthat Notations
included fiber trademarks in the blouses' hang tags which falsely
implied that the blouses were made of silk. The proposed consent
agreement prohibits the company and its president from including a
fiber trademark which falsely states or impliesthat afiber is present
in any textile product or from similarly violating the Textile Fiber
Products Identification Act and the Commission rulesimplementing
the Act.

RN Nutrition; George Page Rank; James W. Nugent

RN Nutrition and its principals, George Rank and James Nugent,
agreed to settle allegations that they made unsubstantiated and
misleading claims to market their calcium supplement product,
BoneRestore. The proposed consent agreement requires the
respondentsto have substantiation for claimsthat their food, drug, or
supplement products will treat or cure any disease or condition;
prohibits use of the name BoneRestore in a misleading way; and
restricts the use of testimonial endorsements that do not represent
typical results.
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PART Il CONSENT ORDERS ISSUED
COMPETITION MISSION

COMPETITION MISSION (SUMMARY)

Date Action
Title Number | Accepted Type of Matter | Product or Service
Date
by Comm.
Alvey Holdings, Inc. C3488 12/06/93 03/30/94 Merger Horizontal Carousels
The American C3524
Association of
. . Conference
Language Specialists 01/28/94 | osiz1ea | Horizontd Interpreting
Restraints
The Ame