UNI TED STATES OF AMER CA
FEDERAL TRADE COW SS| ON

In the Matter of
FILE NO 962-3118
ZALE CORPCRATI QN
AGREEMENT QGONTAI N NG

a corporation CONSENT CRDER

N N N N N N N

)

The Federal Trade Comm ssion has conducted an investigation
of certain acts and practices of Zale Corporation, a corporation
("proposed respondent™). Proposed respondent, having been
represented by counsel, is willing to enter into an agreenent
contai ning a consent order resolving the allegations contained in
the attached draft conplaint. Therefore,

| T 1S HEREBY AGREED by and between Zale Corporation, by its
duly authorized officers, and counsel for the Federal Trade
Comm ssion that:

1. Proposed respondent Zale Corporation is a Del anare
corporation with its principal office or place of business at 901
W VWl nut HIIl Lane, Irving, Texas 75038-1003.

2. Proposed respondent admts all the jurisdictional facts set
forth in the draft conplaint.
3. Proposed respondent wai ves:
a. Any further procedural steps;
b. The requirenment that the Comm ssion's decision contain
a statenent of findings of fact and concl usions of |aw
and
C. Al rights to seek judicial review or otherwi se to

chall enge or contest the validity of the order entered
pursuant to this agreenent.

4, Thi s agreenent shall not becone part of the public record of
the proceeding unless and until it is accepted by the Conm ssion.
If this agreenment is accepted by the Coomssion, it, together

with the draft conplaint, will be placed on the public record for

Page 1 of 7















V.

I T 1S FURTHER CRDERED t hat respondent, and its successors
and assigns, shall deliver a copy of this order, or a summary in
the formset forth as Appendix B to this order, to all current
and future principals and directors; to all current and future
officers and managers with responsibilities or duties affecting
conpliance with the terns of this order; and to all current and
future enpl oyees, agents, and representatives havi ng
responsibilities with respect to the subject natter of this
order. Respondent shall deliver this order, or a summary in the
formset forth as Appendix Bto 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.

V.

I T 1S FURTHER CRDERED t hat respondent, and its successors
and assigns, shall notify the Commssion at least thirty (30)
days prior to any change in the corporation that may affect
conpl i ance obligations arising under this order, including but
not limted to a dissolution, assignnent, sale, nerger, or other
action that would result in the energence 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 nane or address. Provi ded, however |,
that, with respect to any proposed change in the corporation
about whi ch respondent |earns less than thirty (30) days prior to
the date such action is to take place, respondent shall notify
the Comm ssion as soon as is practicable after obtaining such
know edge. Al notices required by this Part shall be sent by
certified nail to the Associate D rector, D vision of
Enf orcenent, Bureau of Consuner Protection, Federal Trade
Comm ssi on, Washington, D.C 20580.

I X.

| T 1S FURTHER CRDERED t hat respondent shall, w thin sixty
(60) days after the date of service of this order, and at such
other times as the Federal Trade Commssion may require, file
with the Coommssion a report, in witing, setting forth in detai
the manner and formin which it has conplied with this order.

X.
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MATTHEW D. COLD
Counsel for the Federal Trade Comm ssi on

APPROVED:

JEFFREY KLURFELD
Regi onal D rector
San Franci sco Regional O fice
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APPENDI X A

atural Pearls

A pearl formed in the wild by the random intrusif
d anatural irritant into a mollusls shell, without
tle intervention of man. There are few natural
parls on the general consumer jewelry market

Qultured Pearls
A cultured pearl is also grown by nature but wit

t emsertlon of a"nucleus’ into the oyster. The
dyster is then carefully nurtured for the desired t

d pearl. The quality of cultured pearlsvariesang i

j¥dged by the pearls lustre, surface, shape, color
d size.

itation Pearls

manufactured product composed of any materigg

materials that simulate in appearance a natural
bar| or cultured pearl.







Requi renents 1-4, above, apply to all representati ons nade
in advertising, labeling, pronotion, offering for sale, sale and
di stribution, including individual sales transactions.

Thank you for your assistance. |[If you have any questions
about the requirenments contained in this letter, please cal

Si ncerely,

[Zale Oficial]
[Title]









7. Through the nmeans described i n Paragraph 6, respondent has
represented, expressly or by inplication, that the Ccean
Treasures line of jewelry is conposed of cultured pearls.

8. In truth and in fact, the Qcean Treasures line of jewelry is
not conposed of cultured pearls, but rather is conposed
exclusively of imtation pearls. A cultured pearl is a pear
formed by a nollusk as a result of an irritant placed in the

nol lusk’s shell by humans. An imtation pearl is a nmanufactured
product that is designed to sinulate in appearance a pearl or
cultured pearl. Therefore, the representation set forth in
Paragraph 7 was, and is, false or m sl eading.

9. The acts and practices of respondent as alleged in this
conplaint constitute unfair or deceptive acts or practices in or
affecting commerce in violation of Section 5(a) of the Federal
Trade Comm ssion Act.

THEREFORE, the Federal Trade Comm ssion this day of
, , has issued this conplaint agai nst respondent.

By the Comm ssi on.

Donald S. dark
Secretary

SEAL:

[Exhibits A and B attached to paper copies of conplaint, but not
avail able in electronic form]






adm ni stered by the Comm ssion for the guidance of the public in
conducting its affairs in conformty with |egal requirenents.
Wiile the Quides are referenced in the conplaint, they do not
create a separate cause of action

Part | of the proposed order would require that Zale not
represent that imtation pearls are cultured pearls. Part Il
woul d prevent Zale fromrepresenting that imtation pearl jewelry
is or contains one or nore pearls unless Zal e designates the
jewelry as "artificial,” "imtation," "sinulated,” or by sone
other word or phrase of |like neaning. Part 11l would prevent Zale
fromrepresenting that cultured pearl jewelry is or contains one
or nore pearls unless Zale designates the jewelry as "cul tured" or
"cultivated," or by some other word or phrase of |ike mneaning.
Part 1V woul d prohibit the conpany frommsrepresenting the
conposition or origin of any jewelry product conposed partially or
entirely of natural pearls, cultured pearls, or imtation pearls.

Part V of the proposed order would require Zale, for a period
of three years, to nake available, at each of its stores that
sells natural, cultured or imtation pearls, a brief fact sheet
entitled "Your Quide to Pearls.” This fact sheet briefly defines
the differences anong the three general categories of pearls.

The proposed order also would require Zale to naintain
materials related to its advertising of pearl, cultured pearl, and
imtation pearl jewelry. The proposed order would al so require
Zale to provide a copy of the consent agreenent to all enpl oyees
or representatives with duties affecting conpliance with the terns
of the order; to notify the Conm ssion of any changes in corporate
structure that mght affect conpliance with the order; and to file
one or nore reports detailing conpliance with the order.

The purpose of this analysis is to facilitate public comrent
on the proposed order, and it is not intended to constitute an
official interpretation of the agreenent and proposed order, or to
nodify in any way their terns.



