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UNI TED STATES OF AMER CA
BEFCRE FEDERAL TRADE COW SSI ON

COW SSI ONERS: Robert Pitofsky, Chairnman
Mary L. Azcuenaga
Janet D. Steiger
Roscoe B. Starek, 11
Christine A Varney

In the Matter of
DOCKET NO G 3738
ZALE CORPCRATI ON,

a corporation. DEC SI ON AND CRDER

N N’ N N N’

The Federal Trade Comm ssion having initiated an
investigation of certain acts and practi ces of the Respondent
named in the caption hereof, and the Respondent havi ng been
furni shed thereafter with a copy of a draft of the conplaint that
the San Franci sco Regional O fice proposed to present to the
Comm ssion for its consideration and which, if issued by the
Comm ssion, woul d charge the Respondent with violation of the
Federal Trade Comm ssion Act, and

The respondent, its attorneys, and counsel for the
Comm ssi on having thereafter executed an agreenent containing a
consent order, an adm ssion by the Respondent of all the
jurisdictional facts set forth in the aforesaid draft of
conplaint, a statenent that the signing of said agreenent is for
settl enent purposes only and does not constitute an adm ssion by
t he Respondent that the | aw has been violated as alleged i n such
conplaint, or that the facts as alleged in such conpl aint, other
than jurisdictional facts, are true, and waivers and ot her
provisions as required by the Conmssion ’'s Rules; and

The Comm ssion having thereafter considered the natter and
having determned that it had reason to believe that the
Respondent has violated the said Act, and that a conpl aint should
issue stating its charges in that respect, and havi ng thereupon
accepted the executed consent agreenent and pl aced such agreenent
on the public record for a period of sixty (60) days, nowin
further conformty with the procedure prescribed in Section 2.34
of its Rules, the Comm ssion hereby issues its conpl ai nt, nakes



the followng jurisdictional findings and enters the foll ow ng
or der:

1. Respondent Zale Corporation is a Delaware corporation with
its principal office or place of business at 901 W WAl nut H ||
Lane, Irving, Texas 75038-1003.

2. The Federal Trade Comm ssion has jurisdiction of the subject
matter of this proceeding and of the Respondent, and the
proceeding is in the public interest.

CRDER

DEFI NI TI ONS

For the purposes of this order, the follow ng definitions
shal | apply:

1. "Cearly and promnently"” shall nmean as foll ows:

A In a television or video advertisenent, the disclosure
shal | be presented sinmultaneously in both the audi o and
video portions of the advertisenent. The audio
di scl osure shall be delivered in a volunme and cadence
sufficient for an ordi nary consuner to hear and
conprehend it. The video disclosure shall be of a size
and shade, and shall appear on the screen for a
duration, sufficient for an ordinary consuner to read
and conprehend it.

B. In a radi o adverti senent, the disclosure shall be
delivered in a volune and cadence sufficient for an
ordi nary consuner to hear and conprehend it.

C In a print advertisenment, or on any in-store si gn or
di splay, the disclosure shall be in a type size, and in
a location, that are sufficiently noticeable so that an
ordinary consuner will see and read it, in print that
contrasts with the background agai nst which it appears.
In mul ti page docunents, the disclosure shall appear on
the cover or first page.

D. (On a product |abel, the disclosure shall be in a type
size, and in a location on the principal display panel,
that are sufficiently noticeable so that an ordinary
consuner will see and read it, in print that contrasts
wi th the background agai nst which it appears.



Not hi ng contrary to, inconsistent with, or in mtigation of the
di scl osure shall be used in any advertisenent or on any | abel.

2. “Natural Pearl ” shall nean a cal careous concretion
consisting essentially of alternating concentric |ayers of
carbonate of lime and organic material forned within the body of
certain nol lusks, the result of an abnornmal secretory process
caused by an irritation of the mantle of the nollusk follow ng
the intrusion of sone foreign body inside the shell of the
nol | usk, or due to sone abnornal physiological condition in the
nmol | usk, neither of which has in any way been caused or induced
by humans.

3. “Qultured Pearl ” shall nmean the conposite product created
when a nucl eus (usually a sphere of cal careous nol | usk shell)

pl anted by hunmans inside the shell or in the nantle of a noll usk
is coated with nacre by the noll usk.

4, “I'mtation Pearl ” shall nean a manufactured product conposed
of any material or materials that sinmulate in appearance a
natural pearl or cultured pearl.

5. Unl ess ot herwi se specified, "Respondent ” shall nean Zale
Corporation, a corporation, its successors and assigns, and its
officers, agents, representatives and enpl oyees.

6. “Coomerce ” shall nmean as defined in Section 4 of the Federal
Trade Comm ssion Act, 15 U. S. C § 44,

| T 1S CRDERED that respondent, directly or through any
corporation, subsidiary, division, or other device, in connection
wi th the nmanufacturing, |abeling, advertising, pronotion,
offering for sale, sale, or distribution of imtation pear
jewelry, in or affecting commerce, shall not represent that
imtation pearls are cultured pearls.

| T 1S FURTHER ORDERED t hat respondent, directly or through
any corporation, subsidiary, division, or other device, in
connection wth the nmanufacturing, |abeling, advertising,
pronotion, offering for sale, sale, or distribution of imtation
pearl jewelry, in or affecting comrerce, shall not represent that
such product is or contains one or nore pearls unless respondent
di scloses, clearly and promnently, and in close proximty to
such representation, that the product is conprised of one or nore



imtation pearls, by describing such product as “artificial, ”
““/Ymtation, ” or “sinulated, ” or with another word or phrase of
I'i ke neani ng.

[l

| T 1S FURTHER ORDERED t hat respondent, directly or through
any corporation, subsidiary, division, or other device, in
connection with the nmanufacturing, |abeling, advertising,
pronotion, offering for sale, sale, or distribution of cultured
pearl jewelry, in or affecting comrerce, shall not represent that
such product is or contains one or nore pearls unless respondent
di scloses, clearly and promnently, and in close proximty to
such representation, that the product is conprised of one or nore
cultured pearls, by describing such product as “cul tured” or
“cultivated, ” or with another word or phrase of |ike neaning.

V.

| T 1S FURTHER ORDERED t hat respondent, directly or through
any corporation, subsidiary, division, or other device, in
connection wth the nmanufacturing, |abeling, advertising,
pronotion, offering for sale, sale, or distribution of any
jewel ry product conposed partially or entirely of natural pearls,
cultured pearls, or imtation pearls, shall not msrepresent the
conposition or origin of such product.

V.

I T 1S FURTHER ORDERED that, for a period of three (3) years
fromthe date of service of this order, respondent, directly or
t hrough any corporation, subsidiary, division, or other device,
shall nake available, in a place and manner cal cul ated to attract
the attention of consuners, an information sheet in the formset
forth in Appendix Ato this order at each store that offers for
sale any jewelry product conposed partially or entirely of
natural pearls, cultured pearls, or imtation pearls.

V.

| T 1S FURTHER CRDERED t hat respondent, and its successors
and assigns, shall, for five (5) years after the date of issuance
of this order, maintain and upon request nake available to the
Federal Trade Conm ssion for inspection and copyi ng, business
records denonstrating its conpliance with the terns and
provisions of this order, including but not limted to:



Al advertisenents and pronotional materials for
jewelry containing one or nore natural pearls, cultured
pearls, or imtation pearls;

Al brochures, hang tags or other in-store displays
relating to jewelry contai ning one or nore natural
pearls, cultured pearls, or imtation pearls; and

Al invoices and order forns relating to jewelry
containing one or nore natural pearls, cultured pearls,
or imtation pearls.



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 B to 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.

VI,

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 enmergence 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



This order will termnate on April 28, 2017, or twenty (20)
years fromthe nost recent date that the United States or the
Federal Trade Commssion files a conplaint (with or wthout an
acconpanyi ng consent decree) in federal court alleging any
violation of the order, whichever cones |ater; provi ded, however
that the filing of such a conplaint will not affect the duration
of :

A Any Part in this order that termnates in |ess than
twenty (20) years;

B. This order's application to any respondent that is not
named as a defendant in such conplaint; and

C This order if such conplaint is filed after the order
has termnated pursuant to this Part.

Provided further , that if such conplaint is dismssed or a
federal court rules that the respondent did not violate any

provi sion of the order, and the dismssal or ruling is either not
appeal ed or upheld on appeal, then the order will term nate
according to this Part as though the conpl aint had never been
filed, except that the order will not termnate between the date
such conplaint is filed and the later of the deadline for
appeal i ng such dismssal or ruling and the date such di smssal or
ruling is upheld on appeal.

By the Conm ssion.

Donald S. dark
Secretary

SEAL

| SSUED:  April 28, 1997
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Pearls

Natural Pearls
A pearl formed in the wild by the random intrusion|
anatural irritant into a mollusk’s shell, without

ultured Pearls

jstance of man. This patented process involves
tHe insertion of a"nucleus’ into the oyster. The

oyster is then carefully nurtured for the desired typE

o] pearl. The quality of cultured pearlsvariesand i
judged by the pearl’s lustre, surface, shape, color
d size.

I nitation Pearls

Al manufactured product composed of any material
of materials that smulate in appearance a natura
pgarl or cultured pearl.

cultured pearl is aso grown by nature but with tihe

APPENDI X A



APPENDI X B
[ To be printed on Zale Corporation |etterhead]
[ dat €]
Dear Zal e enpl oyee:

This letter is to informyou that Zale Corporation recently
settled a civil dispute with the Federal Trade Conm ssion ("FTC')
regarding certain alleged clains for our "Ccean Treasures" |ine
of imtation pearl jewelry. W deny the FTC '’s allegations, but
in order to avoid protracted litigation we have entered into a
settl ement agreenment. As part of that settlenent, we are
required to sunmari ze the requirenments of the settlenent for our
directors and officers, and for enpl oyees and others who sell our
products to consuners.

The FTC al |l eged that Zal e advertisenents fal sely clained,
expressly or by inplication, that Ccean Treasures jewelry was
conposed of cultured pearls. Qur settlenment with the FTC
contains the follow ng requirenents:

1. Zale may not repres ent that imtation pearls are
cul tured pearls.

2. Zale may not represent that imtation pearl jewelry
contains pearls unless we specifically describe the
jewelry as "artificial,” "imtation," "sinmulated," or

wi th another word or phrase of |ike meaning.

3. Zal e may not represent that cultured pearl jewelry
contains pearls unless we specifically describe the
jewelry as "cultured" "cultivated,” or w th another
word or phrase of |ike neaning.

4. Zal e may not msrepresent the conposition or origin of
any jewel ry product conposed partially or entirely of
natural pearls, cultured pearls, or imtation pearls.

5. Zal e nust nake available to consuners for a period of
three years, in each store that offers for sale natura
pearl, cultured pearl, or imtation pearl jewelry, an
information sheet that describes the difference anong
natural pearls, cultured pearls, and imtation pearls.

This informati on sheet, which we are providing to each
store, nust be nade available in a place and nmanner
that is calculated to attract the attenti on of
consurrers.



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]



