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DISTRICT OF RHODE ISLAND

UNITED STATES OF AMERICA, _ 4,
AT A Y g/ /
PLAINTIFF, ARV RS L

ELITE DESIGNS, INC., a Rhode Island
corporation, and

<
o e N N Vot St S Nt N M N N’




FEE-15~835 14:3% FROM: 1D FAGE 3/10

Ventures” (“Franchise Rule” or “Rule™), 16 C.F.R. Part 436.

JURISDICTION AND VENUE

2. ‘i‘his Court has subject matter yurisdiction over this action pursuant to 28 U.S.C.
§8 1331, 1337(a), 1345, and 1355, and 15 U.S.C. §§ 45(m)(1)(A), 53(b), 56(a), and 57b. This
action arises under 15 U.S.C. § 45(a).

3. Venue in the United States District Court for the District of Rhode Island is proper

under 28 U.S.C. §3 1391(b) - (c) and 1395(a), and 15 U.S.C. § 53(b).

DEFENDANTS

o g G il 20U~ (LW (R T St —




FERB-15-@5 14:325 FROM: 1D PAGE

:
@ b

a4/10

W""; hﬁ\a“\wg‘ Wsiiii'r“ﬁﬁ o e e ﬁ-ﬂﬂ
[N

7. The defendants offer and sell fashion jewelry display rack business ventures to

prospective purchasers. The defendants promote their business ventures through classified
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11.  Defendants send some prospective purchasers written matenal, including a basic

franchise disclosure document.

12. This basic franchise disclosure document, however, is incomplete or inaccurate
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THE FRANCHISE RULE

13.  The business ventures sold by the defendants are franchises, as “franchise” is
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information that constitutes a reasonable basis for any earnings claim it

makes, 16 CF.R. § 436.1(b) and (c); and
(d)

clearly and conspicuously disclose, in immediate conjunction with any
generally disseminated earnings claim, addjtional information inciuding
the number and percentage of prior purchasers known by the franchisor to

have achieved the same or better results, 16 C.F.R. § 436.1(e)}(3)-(4).
16.

Pursuant to Section 18(d)(3) of the FTC Act, 15 U.S.C. § 57a(d)(3), and 16 C.F.R.
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affecting commerce, in violation of Section 5(a) of the FTC Act, 15 U.S.C. § 45(a).
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alia: (1) lacking a reasonable basis for each claim at the tirnes it is made; (2) failing to disclose,
n immediate conjunction with each earmings claim, and in a clear and conspicuous manmer, that
material which constitutes a reasonable basis for the claim is available to prospective franchisees;
and/or (3) faihng to provide prospective franchisees with an earnings claim document, as
prescribed by the Rule.

COUNT IIT

Advertising Disclosure Violations

19.  In conmection with the offering of franchises, as “franchise” 1s defined in Section

436.2(a) of the Franchise Rule, the defendants violate Section 436.1(e) of the Rule and Section
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22, Section S(m){(1){A) of the FTC Act, 15 U.S.C. § 45(m)}(1)(A), as modified by
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amended, and as implemented by 16 C.F.R. § 1.98(d) (1997), authorizes this Court to award

monetary civil penalties of not more than $11,000 for each violation of the Franchise Rule. The
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violation of the Franchise Rule;

4. Award such relief as the Court finds necessary to redress injury to
consumers resulting from the defendants’ violations of the FTC Act and the Franchise Rule,
mchuding but not limited 10, rescission of contracts, the refund of momes paid, and the
disgorgement of ill-golten gains by the defendants; and

5. Award plaintiff the costs of bringing this action, as well as such other and
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UNITED STATES OF AMERICA

PETER D. KEISLER, JR.
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Civil Division
United States Department of Justice

EUGENE M. THIROLF
Director
Office of Consumer Litigation

(
AMY E GOLDFRANKY Trial At il
Office of Consumer Litigation
U.S. Department of Justice
i P.O. Box 386

s Washipelpn.D C_2(0dd_

202 307-0050
Fax: 202 514-8742

OF COUNSEL:

EILEEN HARRINGTON ROBERT CLARK CORRENTE
Associate Director of Marketing Practices  United States Attorney

Federal Trade Commission /
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