UNITED STATESOF AMERICA
FEDERAL TRADE COMMISSION

In the Matter of

COMPUTER BUSINESS SERVICES, INC., FILE NO. 942-3311
acorporation,

ANDREW L. DOUGLASS, AGREEMENT CONTAINING

individually and as an officer of the corporation,

CONSENT ORDER

MATTHEW R. DOUGLASS,

individualy, and

PETER B. DOUGLASS,
individually.
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The Federa Trade Commission has conducted an investigation of certain acts and
practices of Computer Business Services, Inc., Andrew L. Douglass, individually and as an
officer of Computer Business Services, Inc., Matthew R. Douglass, and Peter B. Douglass,
("proposed respondents’). Proposed respondents, having been represented by counsel, are
willing to enter into an agreement containing a consent order resolving the allegations contained
in the attached draft complaint. Therefore,

IT ISHEREBY AGREED by and between Computer Business Services, Inc., Andrew
L. Douglass, individually and as an officer of Computer Business Services, Inc., Matthew R.
Douglass, and Peter B. Douglass, and counsel for the Federal Trade Commission that:

1. Proposed respondent Computer Business Services, Inc. is an Indiana Corporation with its
principal office or place of business at CBS| Plaza, Sheridan, Indiana 460609.

2. Proposed respondent Andrew L. Douglassis an officer of Computer Business Services,
Inc. and resides at 9 E. 191st Street, Westfield, Indiana 46074. His principal office or place of
businessis the same as that of Computer Business Services, Inc..

3. Proposed respondent Matthew R. Douglass is a supervisory employee of Computer
Business Services, Inc. and resides at 9 Forest Bay Lane, Cicero, Indiana46034. His principal
office or place of businessis the same as that of Computer Business Services, Inc..

4, Proposed respondent Peter B. Douglass is a supervisory employee of Computer Business
Services, Inc. and resides at 18846 Casey Rd., Sheridan, Indiana46069. His principal office or



place of business is the same as that of Computer Business Services, Inc..
5. Proposed respondents admit all the jurisdictional facts set forth in the draft complaint.
6. Proposed respondents waive:

@ Any further procedural steps;

(b) The requirement that the Commission's decision contain a statement of
findings of fact and conclusions of law; and

(c) All rights to seek judicia review or otherwise to challenge or contest the validity
of the order entered pursuant to this agreement.

7. This agreement shall not become part of the public record of the proceeding unless and
until it is accepted by the Commission. If this agreement is accepted by the Commission, it,
together with the draft complaint, will be placed on the public record for a period of sixty (60)
days, and information about it publicly released. The Commission thereafter may either
withdraw its acceptance of this agreement and so notify proposed respondents, in which event it
will take such action asit may consider appropriate, or issue and serve its complaint (in such
form as the circumstances may require) and decision in disposition of the proceeding.

8. This agreement is for settlement purposes only and does not constitute an admission by
proposed respondents that the law has been violated as aleged in the draft complaint, or that the
facts as alleged in the attached draft complaint, other than the jurisdictional facts, are true.

9. This agreement contemplates that, if it is accepted by the Commission, and if such
acceptance is not subsequently withdrawn by the Commission pursuant to the provisions of
Section 2.34 of the Commission's Rules, the Commission may, without further notice to
proposed respondents, (1) issue its complaint corresponding in form and substance with the
attached draft complaint and its decision containing the following order in disposition of the
proceeding, and (2) make information about it public. When so entered, the order to cease and
desist shall have the same force and effect and may be atered, modified, or set aside in the same
manner and within the same time provided by statute for other orders. The order shall become
final upon service. Delivery of the complaint and the decision and order to proposed respondents
by any means specified in Section 4.4 of the Commission’s Rules shall constitute service.
Proposed respondents waive any right they may have to any other manner of service. The
complaint may be used in construing the terms of the order. No agreement, understanding,
representation, or interpretation not contained in the order or in the agreement may be used to
vary or contradict the terms of the order.

10.  Proposed respondents have read the draft complaint and consent order. They understand
that they may be liable for civil penalties in the amount provided by law and other appropriate
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corporation, its successors and assigns and its officers; Andrew L. Douglass, individually and as
an officer of the corporation; Matthew R. Douglass, individually; and Peter B. Douglass,
individually; and each of the above’ s agents, representatives and employees.

4. "In or affecting commerce" shall mean as defined in Section 4 of the Federal Trade
Commission Act, 15 U.S.C. § 44.

5. “ Automatic telephone dialing system” shall mean as defined in the Telephone Consumer
Protection Act, 47 U.S.C. § 227(a)(1).

IT 1SORDERED that respondents, directly or through any corporation, subsidiary,
division, or other device, in connection with the advertising, promotion, offering for sale, sale or
distribution of any business venture, shall not misrepresent, expressly or by implication:

A. that consumers who purchase or use such business ventures ordinarily succeed in
operating profitable businesses out of their own homes;

B. that consumers who purchase or use such business ventures ordinarily earn
substantial income;

C. the existence of a market for the products and services promoted by respondents;

D. the amount of earnings, income, or sales that a prospective purchaser could
reasonably expect to attain by purchasing a business venture;

E. the amount of time within which the prospective purchaser could reasonably
expect to recoup his or her investment; or

F. by use of hypothetical examples or otherwise, that consumers who purchase or use
such business ventures earn or achieve from such participation any stated amount
of profits, earnings, income, or sales. Nothing in this paragraph or any other
paragraph of this order shall be construed so as to prohibit respondents from using
hypothetical examples which do not contain any express or implied
misrepresentations or from representing a suggested retail price for products or
services.

Il.
IT ISFURTHER ORDERED that respondents, directly or through any corporation,

subsidiary, division, or other device, in connection with the advertising, promotion, offering for
sale, sale or distribution of any business venture, shall not represent, expressly or by implication,
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the performance, benefits, efficacy or success rate of any product or service that is a part of such
business venture, unless such representation is true and, at the time of making the representation,
respondents possess and rely upon competent and reliable evidence that substantiates such
representation. For purposes of this order, if such evidence consists of any test, analysis,
research, study, or other evidence based on the expertise of professionalsin the relevant area,
such evidence shall be "competent and reliable” only if it has been conducted and evaluated in an
objective manner by persons qualified to do so, using procedures generally accepted in the
profession to yield accurate and reliable results.

IT ISFURTHER ORDERED that respondents, directly or through any corporation,
subsidiary, division, or other device, in connection with the advertising, promotion, offering for
sale, sale, or distribution of any business venture or any product or service that is part of any
business venture in or affecting commerce, shall not:

A. Use, publish, or refer to any user testimonial or endorsement unless respondents
have good reason to believe that at the time of such use, publication, or reference,
the person or organization named subscribes to the facts and opinions therein
contained; or

B. Represent, in any manner, expressly or by implication, that the experience
represented by any user testimonial or endorsement of the product represents the
typical or ordinary experience of members of the public who use the product,
unless:

1. the representation is true and, at the time it is made, respondents possess
and rely upon competent and reliable evidence that substantiates the
representation; or

2. respondents disclose, clearly and prominently, and in close proximity to
the endorsement or testimonial, either:

a what the generally expected results would be for users of the
product, or

b. the limited applicability of the endorser's experience to what
consumers may generally expect to achieve, that is, that consumers
should not expect to experience similar results.

Provided, however, that when endorsements and user testimonials are

used, published, or referred to in an audio cassette tape recording, such
disclosure shall be deemed to be in close proximity to the endorsements or
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Part, interest, computed pursuant to 28 U.S.C. § 1961(a) shall accrue from the
date of default to the date of payment. In the event of default, respondents
Computer Business Services, Inc., its successors and assigns, Andrew L.
Douglass, Matthew R. Douglass, and Peter B. Douglass, shall bejointly and
severaly liable.

Payment of the sum of five million dollars ($5,000,000) in accordance with
subpart A above shall extinguish any monetary claims the FTC has against
Jeanette L. Douglass and George L. Douglass based on the allegations set forth in
the Complaint as of the date of entry of this Order. Nothing in this paragraph or
any other paragraph of this order shall be construed to prohibit the FTC from
seeking administrative or injunctive relief against Jeanette L. Douglass or George
L. Douglass.

The funds paid by respondents Computer Business Services, Inc., its successors
and assigns, Andrew L. Douglass, Matthew R. Douglass, and Peter B. Douglass,
pursuant to subpart A above shall be paid into aredress fund administered by the
FTC and shall be used to provide direct redress to purchasers of Computer
Business Services, Inc. Payment to such persons represents redress and is
intended to be compensatory in nature, and no portion of such payment shall be
deemed a payment of any fine, penalty, or punitive assessment. If the FTC
determines, in its sole discretion, that redress to purchasersis wholly or partialy
impracticable, any funds not so used shall be paid to the United States Treasury.
Respondents Computer Business Services, Inc., its successors and assigns,
Andrew L. Douglass, Matthew R. Douglass, and Peter B. Douglass, shall be
notified as to how the funds are disbursed, but shall have no right to contest the
manner of distribution chosen by the Commission. Customers of respondents, as
acondition of their receiving payments from the Redress Fund, shall be required
to execute releases waiving all claims against respondents, their officers, directors,
employees, and agents, arising from the sale of Computer Business Services, Inc.
business ventures by respondents prior to the date of issuance of thisorder. The
Commission shall provide respondents Computer Business Services, Inc., its
successors and assigns, Andrew L. Douglass, Matthew R. Douglass, and
Peter B.
Douglass, with
the originals
of all such
executed
releases
received from
respondents’
customers.
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VII.

IT ISFURTHER ORDERED that respondents Computer Business Services, Inc., its
successors and assigns, Andrew L. Douglass, Matthew R. Douglass, and Peter B. Douglass, shall
for aperiod of five (5) years after the last date of dissemination of any representation covered by
this order, maintain and upon request make available to the Federal Trade Commission for
inspection and copying:

A. All advertisements and promotional materials containing the representation;
B. All materials that were relied upon in disseminating the representation; and

C. All tests, reports, studies, surveys, demonstrations, or other evidence in their
possession or control that contradict, qualify, or call into question the
representation, or the basis relied upon for the representation, including
complaints and other communications with consumers or with governmental or
consumer protection organizations.

VIII.

IT ISFURTHER ORDERED that respondent Computer Business Services, Inc., and its
successors and assigns, and respondent Andrew L. Douglass, for a period of five (5) years after
the date of issuance of this order, shall deliver a copy of this order to al current and future
principals, officers, directors, and managers, and to al current and future employees, agents, and
representatives having responsibilities with respect to the subject matter of this order, and shall
secure from each such person a signed and dated statement acknowledging receipt of the order.
Respondents shall deliver this order to current personnel within thirty (30) days after the date of
service of this order, and to future personnel within thirty (30) days after the person assumes such
position or responsibilities.

IX.

IT ISFURTHER ORDERED that respondent Computer Business Services, Inc. and its
successors and assigns shall notify the Commission at least thirty (30) days prior to any changein
the corporation that may affect compliance obligations arising under this order, including but not
limited to a dissolution, assignment, sale, merger, or other action that would result in the
emergence of a successor corporation; the creation or dissolution of a subsidiary, parent, or
affiliate that engages in any acts or practices subject to this order; the proposed filing of a
bankruptcy petition; or a change in the corporate name or address. Provided, however, that, with
respect to any proposed change in the corporation about which respondents learn fewer than
thirty (30) days prior to the date such action isto take place, respondents shall notify the
Commission as soon as is practicable after obtaining such knowledge. All notices required by
this Part shall be sent by certified mail to the Associate Director, Division of Enforcement,
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Mary Elizabeth Tortorice
Attorney

Evan Siegel
Attorney

Alan E. Krause
Federal Trade Investigator

APPROVED:

C. Steven Baker
Director
Chicago Regional Office
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the acts or practices alleged in this complaint. His principal office or place of businessis the same as that of CBSI.

4. Respondent Peter B. Douglass is a supervisory employee of CBSI. Individually or in concert with others, he
formulates, directs, controls, or participatesin the policies, acts, or practices of the corporation, including the acts or practices

alleged in this complaint. His principal office or place of businessisthe same as that of CBSI.

5. Respondents have advertised, offered for sale, sold, and distributed to the public home-based business ventures.
Prospective consumers who purchase home-based business ventures from CBSI come to be known by the company as " Center
Owners." A "center" ordinarily consists of computer hardware, software, training manuals, marketing materials, and available
technical assistance which, together, are represented to enable the owner to create products and services that can be resold

profitably to the general public.

6. Beginning no later than April 1988, and continuing through the present, respondents have disseminated or have
caused to be disseminated magazine, newspaper and postcard advertisements, including but not necessarily limited to the
attached Exhibit A, to induce consumers nationwide to call atoll-free number to order afree information kit. Respondents
represent through these advertisements that consumers can expect to earn $4,000 per month using CBSI's "proven turnkey

business." Exhibit A.












consumers can successfully start and operate one or a combination of respondents home-based business ventures. These
materials include but are not necessarily limited to the attached Exhibit C. For example, these materials contain the following

statements and depictions:

@ “LEE STOUT: | am avery satisfied CBSI Center Owner. Without my involvement with CBSI the
opportunities that have become realities would not have been possible. The CBSI telecommunications
program has enabled me to grow my business to the point where | can make $100,000+ per year. . .. If |

can be successful at this, anyone can!"

(b) “DOUG STROUD: | earned $101,865 in one year with my own CBSl| business. | am running Voice Mail

and Computer Home Monitor. CBSI software is the best available."

(©) “CURTIS MAPP: | now have 258 subscribers to the CBSI Computerized Monitor Service program. Each
subscriber is billed at $30.00 per month, which means I'm earning over $7,700 per month with this program

aone."

10. Beginning no later than January 1991, and continuing through the present, respondents have sold their home-based

business ventures to approximately 15,000 consumers. Center Owners ordinarily spent between $3,000 and $16,000 on

respondents’ products and services.

Profitability

11. Through the means described in Paragraphs 5 through 10, respondents have represented, expressly or by implication,

that CBSI Center Owners ordinarily operate profitable businesses out of their own homes.



12. In truth and in fact CBSI Center Owners do not ordinarily operate profitable businesses out of their own homes.

Indeed, it israre for CBSI Center Owners to recoup even their initial investments.

13. Therefore, the representation set forth in Paragraph 11 was, and is, false or misleading.

Substantial Income

14. Through the means described in Paragraphs 5 through 10, respondents have represented, expressly or by implication,

that:
a CBSl Center Owners ordinarily earn substantial income.
b. CBSI Center Owners can reasonably expect to achieve a specific level of
earnings, such as income of $4,000 per month.
15. In truth and in fact:

a CBSl Center Owners do not ordinarily earn substantial income. Indeed, the vast majority
of Center Owners never even recoup their initial average investments of approximately
$9,000.

b. CBSI Center Owners can not reasonably expect to achieve a specific level of
earnings, such asincome of $4,000 per month. Indeed, the vast majority of
Center Owners not only never earn $4,000 per month, but never earn $4,000 over

the duration of their businesses.

16. Therefore, the representations set forth in Paragraph 14 were, and are, false or misleading.



Endorsements: Actua Experiences

17. Through the means described in Paragraph 9, respondents have represented, expressly or by implication, that CBSI
Center Owner endorsements appearing in respondents’ advertisements and promotional materials reflect the actual

experiences of those Center Owners.

18. In truth and in fact, in numerous instances, CBSI Center Owner endorsements appearing in respondents

advertisements and promotional materials do not reflect those Center Owners' actual experiences.

19. Therefore, the representation set forth in Paragraph 17 was, and is, false or misleading.

Endorsements: Typicality and Ordinariness

20. Through the means described in Paragraph 9, respondents have represented, expressly or by implication, that CBSI
Center Owner endorsements appearing in respondents’ advertisements and promotional materials reflect the typical or

ordinary experiences of Center Owners who have attempted to use CBSI's products or services.

21. In truth and in fact, CBSI Center Owner endorsements appearing in respondents' advertisements and promotional

materials do not reflect the typical or ordinary experiences of Center Owners who have attempted to use CBSI's products or

services.

22. Therefore, the representation set forth in Paragraph 20 was, and is, false or misleading.



Substantiation for Earnings Claims

23. Through the use of the statements and depictions contained in the respondents' advertisements and promotional
materials referred to in Paragraph 14, respondents have represented, expressly or by implication, that they possessed and
relied upon areasonable basis that substantiated the representations set forth in Paragraph 14, at the time the representations

were made.

24, In truth and in fact, respondents did not possess and rely upon a reasonable basis that substantiated the

representations set forth in Paragraph 14, at the time the representations were made. Therefore, the representation set forth in

Paragraph 23 was, and is, false or misleading.

Automatic Telephone Dialing Systems

25. Through the means described in Paragraphs 5 through 10, respondents have represented, expressly or by implication,

that consumers can successfully utilize automatic telephone dialing systems to market their businesses.

26. Respondents have failed to disclose in their advertisements and promotional materials for the outbound
telemarketing programs that federal law prohibits the use of an automatic telephone dialing system in the unattended mode to
initiate a telephone call to any residential telephone line to transmit an unsolicited advertisement for commercial purposes
without the prior express consent of the called party. This fact would be material to consumersin their purchase or use of
respondents home-based business ventures. The failure to disclose this fact, in light of the representation made, was, and is, a

deceptive practice.



27. The acts and practices of respondents as alleged in this complaint constitute unfair or deceptive acts or practicesin or

affecting commerce in violation of Section 5(a) of the Federal Trade Commission Act.

THEREFORE, the Federa Trade Commission this  day of , 1996, has issued this complaint against
respondents.

By the Commission.

Donald S. Clark
Secretary

SEAL:

[Exhibits A-C attached to paper copies of complaint, but not available in electronic form]
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Analysis of Proposed Consent Order
to Aid Public Comment

The Federal Trade Commission has accepted an agreement, subject to final approval, to a proposed consent order
from respondents Computer Business Services, Inc., Andrew L. Douglass, an officer of the corporate respondent Matthew R.
Douglass, and Peter B. Douglass, individually.

The proposed consent order has been placed on the public record for sixty (60) days for reception of comments by
interested persons. Comments received during this period will become part of the public record. After sixty (60) days, the
Commission will again review the agreement and the comments received and will decide whether it should withdraw from the
agreement and take other appropriate action or make final the agreement's proposed order.

This matter concerns earnings and success claims made regarding business ventures promoted by respondents. The
Commission's complaint charges that respondents made false and unsubstantiated claims that consumers who purchase or use
respondents’ business ventures ordinarily succeed and earn substantial income. In fact, the complaint alleges, the vast
majority of consumers never even recoup their initial investment. The complaint also alleges that respondents falsely
represented that endorsements appearing in respondents’ advertisements reflect the actual experiences of its customers and
that those endorsements reflect the typical or ordinary experience of purchasers of respondents’ business ventures. Further,
the complaint alleges that respondents represented that consumers can successfully utilize automatic telephone dialing systems
to market their businesses but failed to disclose that federal law prohibits the use of such systems in the unattended mode to
initiate a call to any residential telephone line in certain circumstances.

The proposed consent order contains provisions designed to remedy the violations charged and to prevent the
respondents from engaging in similar acts and practices in the future. The proposed order extends to all business ventures and
to all products or servicesthat are part of any business venture.

Part | of the proposed consent order prohibits the respondents from misrepresenting the earnings
or success of its purchasers, the existence of amarket for the products or services promoted by respondents,
or the amount of time within which a prospective purchaser can reasonably expect to recoup his or her investment.
Part |1 of the proposed order prohibits the respondents from misrepresenting the performance, benefits, efficacy or success
rate of any product or servicethat is a part of such business venture, unless at the time such representation is made the
respondents possesses and relies upon competent and reliable evidence that substantiates the representation. Part 111
of the proposed order prohibits the respondents from misrepresenting that a user testimonial or endorsement is typical
or ordinary and from using, publishing or referring to any user testimonial or endorsement unless respondents
have good reason to believe that at the time of such use, publication or reference, the person or organization
named subscribes to the facts and opinions stated therein. Part 1V of the proposed order requires






