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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION
)
FEDERAL TRADE COMMISSION, )
) No. 04 C 7177
Plaintiff, )
) Judge Joan H. Lefkow
v. )
) Magistrate Judge Morton Denlow
3R BANCORP, et al., )
)
Defendants. )
)

STIPULATED FINAL JUDGMENT AND ORDER FOR
PERMANENT INJUNCTION AND OTHER EQUITABLE RELIEF

Plaintiff, the Federal Trade Commission (“FTC” or “Commission”), commenced this
action by filing its Complaint for injunctive and other equitable relief pursuant to Sections 13(b)
and 19 of the Federal Trade Commission Act (“FIC Act”), 15 U.S.C. §§ 53(b) and 57b, and the
Telemarketing and Consumer Fraud and Abuse Prevention Act (“Telemarketing Act”), 15 U.S.C.
§§ 6101, er seq., charging that the Defendants engaged in deceptive acts and practices in
violation of Section 5 of the FTC Act, 15 U.S.C. § 45, and the FTC’s Telemarketing Sales Rule
(“TSR™), 16 C.F.R. Part 310.

The Commission and Defendants 3R Bancorp, 3R e-Solutions, Inc., 3R E-Solutions
Corporation, National United Properties, LLC, 3R Real Estate Corporation, E Three R Info
Systems Pvt. Ltd., Ranbir Sahni, and John Perton have consented to the entry of this Stipulated
Final Judgment and Order for Permanent Injunction and Other Equitable Relief (“Order”).

NOW, THEREFORE, the Commission and Defendants having requested the Court to
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enter this Order, and the Court having considered the contents of the Order and the record in this
case, it is ORDERED, ADJUDGED, AND DECREED as follows:
FINDINGS

1. This Court has jurisdiction over the subject matter of this case and the parties
pursuant to Sections 5, 13(b) and 19 of the FTC Act, 15 U.S.C. §§ 45, 53(b) and 57b, the
Telemarketing Act, 15 U.S.C. §§ 6101, er seq., the FTC’s Telemarketing Sales Rule, 16 C.F.R.
Part 310, and 28 U.S.C. §§ 1331, 1337(a), and 1345. Pursuant to these statutes and regulations,
the Commission has the authority to seek the relief contained herein.

2. Venue, process, and service of process are proper.

3. The activities of Defendants are in or affecting commerce, as defined in Section 4
of the FTC Act, 15U.S.C. § 44.

4. The Commission’s Complaint states claims upon which relief may be granted
against Defendants under Sections 5, 13(b), and 19 of the FTC Act, 15 U.S.C. §§ 45, 53(b) and
57b, the Telemarketing Act, 15 U.S.C. §§ 6101, et seq., and the FTC’s Telemarketing Sales Rule,
16 C.F.R. Part 310.

5. Defendants have entered into this Order freely and without coercion. Defendants
further acknowledge that they have read the provisions of this Order and are prepared to abide by
them.

6. Defendants deny liability for any of the actions alleged in the Complaint, and this
Order does not constitute, and shall not be interpreted to constitute, either an admission by the
Defendants of any wrongdoing or a finding by the Court that the Defendants have engaged in any

violation of law.
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7. The Commission and the Defendants stipulate and agree to entry of this Order,
without trial or final adjudication of any issue of fact or law, to settle and resolve all matters in
dispute between them arising from the Complaint in this matter, up to the date of entry of this
Order. This Order is in addition to, and not in lieu of, any other civil or criminal remedies that
may be provided by law.

8. Defendants hereby waive all rights, if any, to seek judicial review or otherwise to
challenge, contest or dispute the validity or binding effect of the provisions of this Order,
including, without limitation, the findings, numbered paragraphs 1 through 10, at pages 2-3 of
the Order. Defendants agree that this Order does not entitle Defendants to seek or to obtain
attorneys’ fees as a prevailing party under the Equal Access to Justice Act, 28 U.S.C. § 2412, as
amended, and Defendants further waive any rights or claims that may arise under said provision
of law. The parties shall each bear their own costs and attorneys’ fees incurred in this action.

9. Defendants, their owners, interest holders, directors, officers, employees and
professionals, or any of them, waive and release any and all claims that any of them has or may
have, known or unknown, against the Federal Trade Commission and its employees, agents and
representatives, or any of them, and/or against the Receiver, High Ridge Partners, Inc., their
owners, interest holders, directors, officers, employees and professionals, or any of them.

10.  Entry of this Order is in the public interest.

DEFINITIONS
For purposes of this Order, the following definitions shall apply:

1. “Asset” means any Jegal or equitable interest in, right to, or claim to, any real or

L LK "

nstruments,

personal property, including, but not limited to, “goods, equipment,” “fixtures,
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R AN 1

“general intangibles,” “inventory,” “checks,” or “notes,” (as these terms are defined in the
Uniform Commercial Code), lines of credit, chattels, leaseholds, contracts, mail or other
deliveries, lists of consumer names or consumer information, shares of stock, partnership
interests, accounts, credits, premises, receivables, funds, and all cash, wherever located.

2. “Assisting others” means: (1) performing customer service functions including,
but not limited to, receiving or responding to consumer complaints, receiving identifying and
financial information from consumers, or communicating with consumers about extensions of
credit; (2) developing, providing, or arranging for the development or provision of sales scripts
or any other marketing material; (3) providing names of, or arranging for the provision of names
of, potential customers; or (4) performing marketing services of any kind.

3. “Credit-related product, program, or scrvicé” means any product, program, or
service which is advertised, offered for sale, or sold to consumers as a method by which

consumers may establish or obtain any extension of credit or credit device, including, but not

limited to, credit cards, loans, or financing, or as a method to consolidate or liquidate debts.

4. “Customer” means any person who has paid, or may be required to pay, for goods
Or services.
5. “Defendant” or “Defendants” means 3R Bancorp; 3R e-Solutions, Inc., also doing

business as CR Bancorp, Euro Banca, 3R Companies, 3R Ventures, 3R Contact Centers, 3R
Solutions, 3RE E-Solutions, R 3R E-Solutions, E3R E-Solutions, and E 3R Capital Solutions; 3R
E-Solutions Corporation; National United Properties, LLC; 3R Real Estate Corporation, formerly
Fairview, Inc. and still intermittently doing business under that name; E Three R Info Systems

Pvt. Lid., also known as E 3R Infosystems Pvt. Ltd.; Ranbir Sahni, individually and as an officer
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or director of the corporate Defendants; and John Perton, individually and as an officer or
director of the corporate Defendants; and each of them, by whatever names each may be known.

6. “3R Defendants™ means 3R Bancorp; 3R e-Solutions, Inc., also doing business as
CR Bancorp, Euro Banca, 3R Companies, 3R Ventures, 3R Contact Centers, 3R Solutions, 3RE
E-Solutions, R 3R E-Solutions, E3R E-Solutions, and E 3R Capital Sojutions; 3R E-Solutions
Corporation; 3R Real Estate Corporation, formerly Fairview, Inc. and still intermittently doing
business under that name; E Three R Info Systems Pvt. Ltd., also known as E 3R Infosystems
Pvt. Lid.; and Ranbir Sahni, individually and as an officer or director of the corporate
Defendants.

7. “Document” means any materials listed in Federal Rule of Civil Procedure 34(a)
and includes writings, drawings, graphs, charts, photographs, audio and video recordings,
computer records, and other data compilations from which information can be obtained and
translated, if necessary, into reasonably usable form through detection devices. A draft or
nonidentical copy is a separate Document within the meaning of the term.

8. . “Established business relationship” means a relationship between the seller and a
person based on: (a) the person’s purchase, rental, or lease of the seller’s goods or services or a
financial transaction between the person and seller, within the eighteen (18) months immediately
preceding the date of the telemarketing call; or (b) the person’s inquiry or application regarding a
product or service offered by the seller, within the three (3) months immediately preceding the
date of a telemarketing call.

9. “Financial Institution” means any bank, savings and loan institution, credit union,

or any financial depository of any kind, including, but not limited to, any brokerage house,
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trustee, broker-dealer, escrow agent, title company, commodity trading company, Or precious
metal dealer.

10.  “Material” means likely to affect a person’s choice of, or conduct regarding,
goods or services.

11.  “National Do Not Call Registry” means the National Do Not Call Registry
maintained by the Commission pursuant to 16 C.F.R. § 310.4(b)(1)(iii)(B).

12.  “Cutbound telephone call” means a telephone call initiated by a telemarketer to
induce the purchase of goods or services or to solicit a charitable contribution.

13.  “Person” means a natural person, an organization or other legal entity, including a
corporation, partnership, sole proprietorship, limited liability company, association, cooperative,
or any other group or combination acting as an entity.

14, “Plaintiff”’ means the Federal Trade Commission (*Commission” or “FTC”).

15.  “Receiver” means Nancy A. Ross.

16. “Receivership Entities and Interests” means 3R Bancorp; 3R e-Solutions, Inc.,
also doing business as CR Bancorp, Euro Banca, 3R"Companies, 3R Ventures, 3R Contact
Centers, 3R Solutions, 3RE E-Solutions, R 3R E-Solutions, E3R E-Solutions, and E 3R Capital
Solutions; 3R E-Solutions Corporation; National United Properties, LLC; 3R Real Estate
Corporation, formerly Fairview, Inc. and still intermittently doing business under that name; E
Three R Info Systems Pvt. Ltd., also known as E 3R Infosystems Pvt. Ltd; and any interest of any
Defendant in the following entities: E3R Financial Corporation; National United Properties, Inc.;
Realfair Holdings Corp.: 3R Ventures, LLC; 3R Investments, LLC; Call Center Investors, LLC;

Regal Development, LLC; DRE Tres Lomas, LLC: DRE Palmdale, L1LC; Dycoal, Inc., Dycoal
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Unit No. 1, LLC; Dycoal Unit No. 3, LLC; Dycoal Unit No. 5, LLC; and any interest of any
Defendant in the following partnerships: Agua Terrace Apartments, a California Limited
Partnership; Alcazar Apartments, a California Limited Partnership; Bainbridge Apartments, a
Califomnia Limited Partnership; Boyle Apartments, a California Limited Partnership; Casa
Grande Apartments, a California Limited Partnership; Casa Griffin Apartments, a California
Limited Partnership; Columbia Apartments, a California Limited Partnership; Georgian Court
Apartments, a California Limited Partnership; Greenway Park Apartments, a Kansas Limited
Partnership; Jewel Terrace Apartments, a California Limited Partnership; Linda Vista
Apartments, a California Limited Partnership; Marygold Apartments, a California Limited
Partnership; Pennbrooke Apartments, a California Limited Partnership; Pine Lake Estates, a
California Limited Partnership; Premier Apartments, a California Limited Partnership; Princess
Apartments, a California Limited Partnership; Queen Apartments, a California Limited
Partnership; Vinewood Apartments, a California Limited Partnership; and Woodlane
Apartments, a California Limited Partnership; provided that “Receivership Entities and Interests”
does not encompass the above-listed partnerships themselves, or the HUD-insured properties
they own, but extends only as far as the interest of Ranbir Sahni or any other Defendant in said
partnerships. Nothing in this order shall limit HUD’s ability to control, manage and/or otherwise
oversee such properties as provided by HUD's statutory, regulatory and contractual authority.

17.  “Seller” means any person who, in connection with a telemarketing transaction,
provides, offers to provide, or arranges for others to provide goods or services to the customer in

exchange for consideration whether or not such person is under the jurisdiction of the

Commission.
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18.  “Telemarketer” means any person who, in connection with telemarketing, initiates
or receives telephone calls to or from a customer or donor.

19. “Telemarketing” means any plan, program or campaign {whether or not covered
by the Telemarketing Sales Rule, 16 C.F.R. Part 310) that is conducted to induce the purchase of
goods or services, or the payment of money, by means of the use of one or more telephones.

20.  “Telemarketing Sales Rule” or “Rule” means the FTC Rule entitled
“Telemarkeling Sales Rule,” 16 C.F.R. § 310, attached hereto as Appendix A or as may be
hereafter amended.

ORDER

1. BAN ON TELEMARKETING OR SALE OF CREDIT-RELATED
PRODUCT, PROGRAM OR SERVICE

IT IS THEREFORE ORDERED that the 3R Defendants, as defined herein, are
permanently restrained and enjoined from engaging or participating, or assisting others who are
engaged or participating, directly or indirectly, or through any business entity or other device, in
the telemarketing, advertising, promotion, offering for sale, or sale of any credit-related product,
program, or service. Nothing in this Order shall be construed as being an exception to this
Section. Provided, however, that this Order does not prohibit the acceptance and processing of
credit card payments in connection with the telemarketing or sale of products, programs or
services that are not credit-related.

11. PROHIBITED BUSINESS PRACTICES
IT 1S FURTHER ORDERED that, in connection with the advertising, promotion,

offering for sale, or sale of any goods or services by any means whatsoever, Defendants, and their
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successors, assigns, officers, agents, servants, employees, and those persons in active concert or
participation with them who receive actual notice of this Order by personal service, facsimile, or -
otherwise, whether acting directly or through any corporation, subsidiary, division, entity, person,
name, or other device, are hereby permanently restrained and enjoined from:

A. Making, or assisting others in making, any express or implied representation or
omission of material fact that is false or misleading, in any manner, including, but
not limited to, any false or misleading statement:

1. That Defendants will provide consumers with, or arrange for consumers to -
receive, a major credit card, such as a Visa or MasterCard;

2. Conceming Defendants’ ability to provide consumers with any credit-
related product, program, or service;

3. That, after paying a fee, consumers will, or are highly likely to, receive a
credit card; and

4. Concerning any fact material to a consumer’s decision to purchase any
product, program Or Service;

B. Violating, causing other persons to violate, or assisting others in violating any
provision of the Telemarketing Sales Rule, 16 C.F.R. Part 310, including, but not
limited to:

1. Misrepresenting, expressly or by implication, that after paying a fee,
consumers will, or are highly likely to, receive a credit card;
2. Requesting and/or receiving payment of a fee in advance of consumers

obiaining a loan, credit card, or other extension of credit when the seller or
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telemarketer has guaranteed or represented a high likelihood of success in

obtaining or arranging a loan, credit card, or other extension of credit;

3. Initiating any outbound telephone call to a person’s telephone number on
the National Do Not Call Registry to induce the purchase of goods or
services unless the seller proves:

a. the seller has obtained the express agreement, in writing, of such
person to place calls 1o that person. Such written agreement shal}
clearly evidence such person’s authorization that calls made by or
on behalf of a specific party may be placed to that person, and shall
include the telephone number to which the calls may be placed and
the signature of that person; or

b. the seller has an established business relationship with such person
and that person has not previously stated that he or she does not
wish to receive outbound telephone calls made by or on behalf of
the seller; or

4. Initiating any outbound telephone call to a telephone number within a
given area code without first paying the required annual fee for access to
the telephone numbers within that area code that are on the National Do
Not Call Registry.

Provided, however, that if the Commission promulgates rules that modify

or supersede the Telemarketing Sales Rule, in whole or part, Defendants shall

comply fully and completely with all applicable requirements thereof, on and after
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the effective date of any such rules; and
C. Assisting others who violate any provision of Subsections A or B of this Section.
I11. CONSUMER REDRESS

IT 1S FURTHER ORDERED that:

A. Judgement in the amount of One Million, Eight Hundred, Fifty Thousand Dollars
($1,850,000.00) is hereby entered in favor of the Commission and against Defendants, jointly
and severally, for equitable monetary relief, including but not limited to consumer redress and/or
disgorgement, and for paying any attendant expenses of administering any redress fund. Prior to
or concurrently with the execution of this Order, the Receiver shall cause that amount to be
transferred to an interest bearing escrow account controlled by the Receiver, who shall hold the
entire sum for no purpose other than payment to the Commission upon entry of this Order by the
Court. Within five (5) days of receipt of notice of entry of this Order, the Receiver shall wire
transfer the entire sum plus any interest to the Commission or its agents or representatives, in
accordance with directions provided by the Commission.

B. All funds paid pursuant to this Order shall be deposited into a fund administered
by the Commission or its agent to be used for equitable relief, including but not limited to
consumer redress, and any attendant expenses for the administration of such equitable relief. In
the event that direct redress to consumers is wholly or partially impracticable or funds remain
after redress is completed, the Commission may apply any remaining funds for such other
equitable relief (including consumer information remedies) as it determines to be reasonably
related to defendants’ practices alleged in the Complaint. Any funds not used for such equitable

relief shall be deposited to the United States Treasury as disgorgement. Defendants shall have no
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right to challenge the Commission’s choice of remedies under this Part. Defendants shall have
no right to contest the manner of distribution chosen by the Commission. No portion of any
payments under the judgment herein shall be deemed a payment of any fine, penalty, or punitive
assessment.

C. Any redress administrator shall desiroy all records relating to this matter six (6)
years after the transfer of any remaining redress funds to the FTC Treasury account or the closing
of the account from which such funds were disbursed, whichever is earlier, provided that no
records shall be destroyed unless and until a representative of the Commission has received and
approved the administrator’s final accounting report. Records shall be destroyed in accordance
with disposal methods and procedures to be specified by the Commission. The Commission
may, in its sole discrelion, require that such records, in whole or in part, be transferred, in lieu of
destruction, to the Commission.

D. In the event of any default on Defendants’ obligation to make payment under this
Section, interest, computed pursuaﬁl to 28 U.S.C. § 1961, as amended, shall accrue from the date
of default to the date of payment, and shall immediately become due and payable.

E. In accordance with 31 U.S.C. § 7701, Defendants are hereby required, unless they
already have done so, to furnish to the Commission their respective taxpayer identifying numbers
(social security numbers or employer identification numbers), which shall be used for purposes
of collecting and reporting on any delinquent amount anising out of Defendants’ relationship with
the government. Each individual Defendant is further required, unless he already has done so, to
provide the Commission with clear, legible and full-size photocopies of all valid driver’s licenses

that he possesses. which will be used for reporting and compliance purpdses.

Page 12 of 23



Case 1:04-cv-07177 Document 340  Filed 05/17/2006 Page 13 of 37

F. Defendants agree that the facts as alleged in the Complaint filed in this action
shall be taken as true, without further proof, in the event of any subsequent proceedings or
litigation to enforce this Order or to collect amounts due pursuant to this Section, including, but
not limited to, a non-dischargeability complaint in any bankrupicy case.

G. Proceedings instituted under this Section are in addition to, and not in lieu of, any
other civil or criminal remedies that may be provided by law, including any other proceedings the
Commission may initiate to enforce this QOrder.

IV. LIFTING OF ASSET FREEZE

IT IS FURTHER ORDERED that the freeze on the assets of the 3R Defendants and
National United Properties, L1.C shall remain in effect until the Commission has received all
payments required by Section Ill above, and all fees and expenyses of the Receiver and other
professional fees and expenses approved by the Court are paid in full. The freeze on the assets of
Defendant John Perton shall lift upon the entry of this Order by the Court.

V. CUSTOMER LISTS

IT IS FURTHER ORDERED that Defendants, and their successors, assigns, officers,
agents, servants, employees, and those persons in active concert or participation with them who
receive actual notice of this Order by personal service, facsimile, or otherwise, whether acting
directly or through any corporation, subsidiary, division, entity, person, name, or other device,
are permanently restrained and enjoined from selling, renting, leasing, transferring, or otherwise
disclosing the name, address. telephone number, social security number, credit card number,
bank account number, e-mail address, or other identifying information of any person who paid

any money to or received any product or service from any Defendant, or whose identifying
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information was obtained for the purpose of soliciting them to pay money lo or receive any
product or service from any Defendant, at any time prior to the entry of this Order, in connection
with the Telemarketing, offering for sale, or sale of the products or services referenced in the
Complaint. Provided, however, that Defendants may disclose such identifying information to a

law enforcement agency or as required by any law, regulation, court order, or to counsel.

V1. RECEIVERSHIP

IT JS FURTHER ORDERED that the appointment of Nancy A. Ross as Receiver for
the Receivership Entities and Interests, pursuant to the Stipulated Order for Preliminary
Injunction With Asset Freeze And Other Equitable Relief Against Defendants 3R Bancorp, 3R
E-Solutions, Inc., 3R E-Solutions Corporation, 3R Real Estate Corporation, E Three R Info
Systems Pvt. Ltd., and Ranbir Sahni, entered on January 6, 2005, and the Order for Preliminary
Injunction With Asset Freeze And Other Equitable Relief Against Defendant National United
Properties, LLC, entered on January 21, 2005, and as modified by any other orders of this Court,
is hereby continued in full force and effect, and the provisions in those orders relating to the
Receiver are incorporated into this Order by reference as though fully set forth herein, until such
time as the Receiver wire transfers 1o the Commission the consumer redress funds held in the
interest bearing escrow account as set forth in Section IT1. A above, and is officially discharged
under the terms of an order entered by the Court, whereupon the receivership shall be terminated.

VIl. COOPERATION WITH FTC COUNSEL

IT 1S FURTHER ORDERED that Defendants 3R Bancorp, 3R e-Solutions, Inc., 3R E-

Solutions Corporation, National United Properties, LLC, 3R Real Estate Corporation, E Three R

" Info Systems Pvt. Lid., Ranbir Sahni, and John Penion shall. in connection with this action or any
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subsequent investigations related to or associated with the transactions or the occurrences that are
the subject of the FTC’s Complaint, cooperate in goed faith with the FTC and appear or cause
their officers, employees, representatives, or agents to appear at such places and times as the FTC
shall reasonably request, after written notice, for interviews, conferénces, pretrial discovery,
review of documents, and for such other matters as may be reasonably requested by the FTC. If
requested in writing by the FTC, Defendants 3R Bancorp, 3R e-Solutions, inc., 3R E-Solutions
Corporation, National United Properties, LLC, 3R Real Estate Corporation, E Three R Info
Systems Pvt. Ltd., Ranbir Sahni, and John Perton shall appear or cause their officers, employees,
representatives, or agents to appear and provide truthfuj testimony in any tnal, deposition, or
other proceeding related to or associated with the transactions or the occurrences that are the
subject of the Complaint, without the service of a subpoena.

VI1. COMPLIANCE MONITORING

IT 1S FURTHER ORDERED that, for the purpose of monitoring and investigating
compliance with any provision of this Order,

A. Within twenty (20) days of receipt of written notice from a representative of the
Commission, Defendants each shall submit additional written reports, sworn to under penalty of
perjury; produce documents for inspection and copying; appear for deposition; and/or provide
entry during normal business hours to any business location in any Defendant’s possession or
direct or indirect control to inspect the business operation;

B. In addition, the Commission is authorized to monitor compliance with this Order
by all other lawful means, including, but not limited to, the following:

1. obtaining discovery from any person. without further leave of court. using
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the procedures prescribed by Fed. R. Civ. P. 30, 31, 33, 34, 36, and 45;

2. posing as consumers and suppliers to: any Defendant, any Defendant’s
employees, or any other entity managed or controlled in whole or in part by any Defendant,
without the necessity of identification or prior notice; and

C. Defendants shall permit representatives of the Commission to interview any
employer, consultant, independent contractor, representative, agent, or employee who has agreed
to such an interview, relating in any way to any conduct subject to this Order. The person
interviewed may have counsel present.

Provided, however, that nothing in this Order shall limit‘ the Commission's lawful use of
compulsory process, pursuant to Sections 9 and 20 of the FTC Act, 15 U.S.C. §§ 49, 57b-1, 10
obtain any documentary material, tangible things, testimony, or information relevant to unfair or
deceptive acts or practices in or affecting commerce (within the meaning of 15 U.S.C. §
45(a)(1)).

1X. COMPLIANCE REPORTING BY DEFENDANTS
JIT IS FURTHER ORDERED that, in order that compliance with the provisions of this

Order may be monitored:
A. For a period of three (3) years from the date of entry of this Order,
1. Defendants Ranbir Sahni and John Perton each shall notify the
Commission of the following:
a. Any changes in residence, mailing addresses, and telephone
numbers of Defendant, within ten (10) days of the date of suéh change;

b. Any changes in employment status (including self-employment) of
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Defendant, and any change in the ownership of Defendant in any business entity,
within ten (10) days of the date of such change. Such notice shall include the
name and address of each business that Defendant is affiliated with, employed by,
creates or forms, or performs services for; a statement of the nature of the
business; and a statement of Defendant’s duties and responsibilities in connection

with the business or employment; and

c. Any changes in Defendant’s name or use of any aliases or fictitious
names; and
2. All Defendants shall notify the Commission of any changes in corporate

structure of any Defendant or any business entity that a Defendant directly or indirectly controls,
or has an ownership interest in, 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 entity; the creation or dissolution of a subsidiary, parent, or
affiliate that engages in any acts or practices subject to this Order; the filing of a bankruptcy
petition; or a change in the corporate name or address, at least thirty (30) days prior to such
change, provided that, with respect 10 any proposed change in the corporation about which
Defendant leamns less than thirty (30) days prior 10 the date such action is 1o take place,
Defendant shall notify the Commission as soon as is practicable after obtaining such knowledge.
B. One hundred eighty (180) days after the date of entry of this Order, Defendants
each shall provide a written report to the FTC, sworn to under penalty of perjury, setting forth in
detail the manner and form in which they have complied and are complying with this Order.

This report shall include, but not be limited to:
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1. For Defendants Ranbir Sahni and John Perton:

a. The then-current residence address, mailing addresses, and
telephone numbers of Defendant;

b. The then-current employment and business addresses and
telephone numbers of Defendant, a description of the business
activities of each such employer or business, and the title and
responsibilities of Defendant for each such employer or business;
and

c. Any other changes required to be reported under Paragraph A of
this Section.

2. For all Defendants:

a. A copy of each acknowledgment of receipt of this Order, obtained
pursuant to Paragraph D of Section XI; and

b. Any other changes required to be reported under Paragraph A of
this Section.

C. For the purposes of this Order, Defendants shall, unless otherwise directed by the
Commission’s authorized representatives, mail all written notifications to the Commission to:
Associate Director for Enforcement
Federal Trade Commission
601 New Jersey Avenue N.W.

Washington, D.C. 20580
Re: FTC v. 3R Bancorp. et al., Civil Action No. 04-C-7177.

D. For purposes of the compliance reporting and monitoring required by this Order.

the Commission is authorized o communicate directly with Defendants.
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X. RECORD KEEPING PROVISIONS

1T 1S FURTHER ORDERED that, for a period of six (6) years from the date of entry of
this Order, for any business where (1) a Defendant is the majority owner of the business or
directly or indirectly controls the business, and where (2) the business is engaged in
telemarketing, or assisting others engaged in telemarketing, Defendants, and their successors,
assigns, officers, agents, servants, employees, and those persons in active concert or participation
with them who receive actual notice of this Order by personal service, facsimile, or otherwise,
whether acting directly or through any corporation, subsidiary, division, entity, person, name, or
other device, are hereby restrained and enjoined from failing to create and retain the following
records:

A. . Accounting records that reflect the cost of goods or services sold, revenues
generated, and the disbursement of such revenues;

B. Personnel records accurately reflecting: the name, address, and telephone number
of each person employed in any capacity by such business, including as an independent
contractor; that person’s job title or position; the date upon which the person commenced work;
and the date and reason for the person’s termination, if applicable;

C. Customer files containing the names, addresses, telephone numbers, dollar
amounts paid, quantity of items or services purchased, and description of items or services
purchased, 10 the extent such information is obtained in the ordinary course of business:

D. Complaints and refund requests (whether received directly, indirectly, or through
any third party) and any responses 10 those complaints or requests:

E. Copies of all sales scripts, training materials. advertisements, or other marketing
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materials; and

F. All records and documents necessary to demonstrate full compliance with each
provision of this Order, including, but not limited to, copies of acknowledgments of receipt of
this Order, required by Paragraph D of Section X1, and al} reports submitted to the Commission
pursuant to Section IX.

X1. DISTRIBUTION OF ORDER BY DEFENDANTS

IT IS FURTHER ORDERED that, for a period of three (3) years from the date of entry .
of this Order, Defendants shall deliver copies of this Order as directed below:

A. Defendants 3R Bancorp, 3R e-Solutions, Inc., 3R E-Solutions Corporation,
National United Properties, LLC, 3R Real Estate Corporation, and E Three R Info Systems Pvt.
Ltd. must deliver a copy of this Order to al] of their principals, officers, directors and managers,
and also must deliver copies of this Order to all of their employees, agents and representatives
who engage in conduct related to the subject matter of the Order. For current personnel, delivery
shall be within (5) days of service of this Order upon Defendant. For new personnel, delivery
shall occur prior to them assuming their responsibilities.

B. For any business that Defendant Ranbir Sahni or John Perton controls, directly or
indirectly, or in which Defendant has a majority ownership interest, Defendant must deliver a
copy of this Order to all principals, officers, directors, and managers of that business. Defendant
must also deliver copies of this Order to all employees, agents, and representatives of that
business who engage in conduct related to the subject matter of the Order. For current personnel,
delivery shall be within five (5) days of service of this Order upon Defendant. For new

personnel, delivery shall occur prior to them assuming their responsibilities.
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C. For any business where Defendant Ranbir Sahni or John Perton is not a
controlling person of the business but otherwise engages in conduct related to the subject matter
of this Order, Defendant must deliver a copy of this Order to all principals and managers of such
business before engaging in such conduct.

D. All Defendants must secure a signed and dated statement acknowledging receipt
of the Order, within thirty (30) days of delivery, from all persons receiving a copy of the Order
pursuant to this Section.

XI1. RETENTION OF RIGHTS

IT IS FURTHER ORDERED that nothing herein shall constitute or be construed or
applied as a waiver by any Defendant of all rights otherwise accorded under the United States
Constitution.

XIl. ACKNOWLEDGMENT OF RECEIPT OF ORDER BY DEFENDANTS

IT IS FURTHER ORDERED that each Defendant, within five (5) business days of
receipt of this Order as entered by the Court, must submit to the Commission a truthfu) sworn
statement acknowledging receipt of this Order.

X1V, SEVERABILITY

IT IS FURTHER ORDERED that the provisions of this Order are separate and

severable from one another. If any provision is stayed or determined to be invalid, the remaining

provisions shall remain in full force and effect,
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XV. RETENTION OF JURISDICTION

1T 1S FURTHER ORDERED that the Court shall retain jurisdiction of this matter for
purposes of construction, modification and enforcement of this Order.

The Commission and Defendants hereby stipulate and agree to entry of the foregoing
Order. There being no just reason for delay, the Clerk of Court is hereby directed to enter final
judgment as to Defendants 3R Bancorp, 3R e-Solutions, Inc., 3R E-Solutions Corporation,
National United Propenties, LLC, 3R Real Estate Corporation, E Three R Info Systems Pvt. Lid.,,
Ranbir Sahni, and John Perton.

SO STIPULATED: .

May M .t/\)mD pwet 5= 09 = Olp

David A. O'Tbole

Guy G. Ward

Federal Trade Commission

55 E. Monroe St., Suite 1860

Chicago, IL 60603

(312) 960-5634; Fax: (312) 960-5600
Attorneys for Federal Trade Commission

)W—Q Q‘)JW% Dated: ?—' ZZ - O L
Robert L. Grahamn '
Daniel J. Burtado
Jenner & Block L.L.P.

One IBM Plaza

Chicago, IL 60611

(312) 923-2645; Fax: (312) 840-7645
Attorneys for Ranbir Sahni,

3R Bancorp, 3R e-Solutions, Inc.,

3R E-Solutions Corporation,

3R Real Estate Corporation, and

E Three R Info Systems Pvt. Ltd.
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Dated:
Ranbir Sahni, as President and CEO
of 3R Bancorp, 3R e-Solutions, Inc.,
3R E-Solutions Corporation,
3R Real Estate Corporation, and
E Three R Info Systems Pvt. Ltd.
Dated:
Dated: 2-2% O

\/
120 N. LaSallé Street, Suite 1150
Chicago, IL 60602
(312) 345-2000; Fax: (312) 345-2005
Attorney for National United Properties, LLC

p
’ 4

Dated: 2 - /9’09

Genny R. Alberts, as President of
National United Properties, LLC

Dated:_a

Steven K. Perrin

101 Moody Court, 2" Floor
Thousand Oaks, CA 91360

(805) 449-1121; Fax: (805) 449-1135
Attorney for John Perton

Dated:

John Perton, individually

IT IS SO ORDERED.

Dated: , 2006

Honorable Joan H. Lefkow
United States District Judge
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: Dated:
Ranbir Sahni, as President and CEO '

of 3R Bancorp, 3R e-Solutions, Inc.,
3R E-Solutions Corporation,

3R Real Estate Corporation, and

E Three R Info Systems Pvt. Ltd.

Dated:

Ranbir Sahni, individually

Dated:

George Vurdelja

Vurdelja & Heaphy

120 N. LaSalle Street, Suite 1150

Chicago, IL. 60602

(312) 345-2000; Fax: (312) 345-2005
Attorney for National United Properties, LLC

Dated:

Genny R. Alberts, as President of
National United Properties, LLC

MM Dated: %/ 2/ 0@

Steven K. Perrin

101 Moody Court, 2™ Floor
Thousand Qaks, CA 91360

(805) 449-1121; Fax: (805) 449-1135
Attorney for John Perton

Dated: L’j’/ / / d é

rton, individually

IT IS SO ORDERED.

Dated: , 2006

Honorable Joan H. Lefkow
United States District Judge
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. \
!

! /!///_ R

Ranbir Sdhm as President and CE O
of 3R Bancorp, 3R c-Solutions. Inc..
3R E-Solutions Corporation,

3R Real Estate Corporation. and

E Three R Info stlcmx Pvit. Lid.

/Lgéc /LL&

Ranbir Sahni, mclw!duall)

George Vurdelja

Vurdelja & Heaphy

120 N. LaSalle Strect, Suite 1150
Chicago, IL. 60602

(312) 345-2000; Fax: (312) 345-2005

Dated: ___-2- -26 -0 L e

Dated: 2-Zo-0f .

Dated:

Attorney for National United Propertics, LLC

Genny R. Alberts, as President of
National United Properties. LLC

Stucn l\ Perrin

101 Moody Court. 2" Floor
Thousand Qaks, CA 91360

(805) 449-1121: FFax: (805) 4491135
Attomey for John Perton

lohn Pumn H;'dl\rl—(hld”\

IT IS SO ORDERED.

Datcd:Mﬂ,y , / 7 o L2000

Dated:

Dated:___

Dated:

Mpanr (F Gl

@[nomhlc Joan H. Lefkow
“niled States District Judge
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APPENDIX A

PART 310—TELEMARKETING SALES
RULE

Sec.
310.1 Scope of regulations in this part.
3192 Definitions.

3109 Severadility.

AUTHORITY: 15 U.S.C. 6101-6108.

8ource: 68 FR 4669, Jan. 29, 2003, unless
otherwise noted.

$310.1 Scope of regulations in this

3103 Decoptive telemarkating scts or prac- part.

tices.
3104 Abusive telomarketing acts or prac- This part implements the Tele-

tices.
310.5 Recordkeeping requirements.
306 Exemptions.

marketing and Consumer Fraud and
Abuse Prevention Act, 15 U.S.C. 6101-
6108, as amended.

3107 Actjons by states and private persons.
302 Fee for access to the National Do Not

Call Registry.
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$3102 Definitions.

(a) Acguirer means a business organi-
zation, financial institution, or an
agent of a business organization or fi-
nancial institation that has authority
from an organization that operates or
licenses a credit eard system to author-
ize merchants to acecept, transmit, or
process payment by. credit card
through the credit card system for
money, goods or services, or anything
else of value.

(b) Attorney General means the chief
legal officer of & state,

{c) Billing information means any data
that enables any person to access a
customer’s or donor’s account, such as
a credit card, checking, savings, share
or similar acoount, utility bill, mort-
gage loap account, or debit card.

{d) Caller identification service means a
service that allows a telephone sub-
scriber to have the telephone number,
and, where available, name of the call-
ing party tranamitted contempora-
neously with the telephone call, and
displayed on a device in or connected
to the subscriber’s telephone.

(e) Cardholder means a person to
whom a credit card is issued or who is
anthorized to use a credit card on be-
half of or in addition to the person to
whom the credit card is fssued.

{{) Charitable contribution means any
donation or gift of money or any other
thing of value.

() Commission means the Federal
Trade Commission.

{h) Credit means the right granted by
a creditor to a debtor to defer payment
of debt or to incur debt and defer its
payment.

(i) Credit card means any card, plate,
coupon book, or other credit device ex-
isting for the purpose of obtaining
money, property, labor, or services on
credit.

(3) Credit card sales draft means any
record or evidence of a credit card
transaction.

(k) Credit card system means any
method or procedure used to process
credit card transactions involving cred-
it cards issued or licensed by the oper-
ator of that system.

(1) Customer means any person who is
or may be required to pay for goods or
services offered through tele-
marketing.
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{m) Donor means any person solicited
to make a charitable contribution.

(n) Established business relationship
means a relationship between a seller
and a consumer based on:

(1) the consumer’s purchase, rental,
or lease of the seller's goods or services
or a financial transaction between the
consumer and seller, within the eight-
een (18) months immediately preceding
the date of a telemarketing call; or

(2) the consumer’s inquiry or applica-
tion regarding & product or service of-
fered by the seller, within the three (3)
months jmmediately . preceding the
date of & telemarketlng call.

(o) Free-to-pay- conversjon means, in
an offer or agreement to sell or provide
any goods or services, a provision
under which a customer receives a
product or service for free for an initial
period and will incur an obligation to

pay for the prodact or service if he or
she does not take affirmative action to
cancel before the end of that period.

(p) Investment opportunity means any-
thing, tangibdle or: intangible, that is of-

fered, offered: for. sale, sold, or traded

based wholly or in part on representa-
tions, either express or implied, about
past, present, or fature income, profit,
or appreciation. :

(q) Material means llkely to affect a
person's choice of, or conduct regard-

ing, goods or services or a charitable

contribution.

(r) Merchant means a person who is
authorized under a written contract
with an acquirer to honor or accept
credit cards, or to transmit or process
for payment credit card payments, for
the purchase: of goods or services or a
charitable contribution.

(8) Merchant agreement means a writ-
ten contract between a merchant and
an acqguirer to honor or accept credit
cards, or to transmit or process for
payment credit card payments, for the
purchase of goods or services or a char-
itable contribution.

(%) Negative option feature means, in
an offer or agreement. to sell or provide
any goods or services, a provision
under which the customer’s silence or
failure to take an affirmative action to
reject goods or services or to cancel the
agreement is interpreted by the seller
as acceptance of the offer.
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(n) Outbound telephone call means a
telephons call initlated by a tele-
matrketer to induce the purchase of

or services or to solicit a chari-
table contribution.

(v) Person means any individual,
group, unincorporated association, lim-
jted or general partuership, corpora-
tion, or other businesas entity.

(w) Prescquired account information
means any information that enables a
seller or telemarketer to cause a

" charge to be placed agalnst a cus-

tomer‘s or donor’s account without ob-
taining the account number directly
from the customer or donor during the
telemarketing transaction pursunant o
which the account will be charged.

(x) Prize means anything offered, or
purportedly offered, and given, or pur-
portedly given, to a person by chance.
For purposes of this definition, chance
exists if a person is guaranteed to re-
celyve an item and, at the time of the
offer or purported offer, the tele-
marketer does not identify the apecific
ftem that the person will receive.

(y) Prize promotion means:

(1) A sweepstakes or other game of
chance; or

(2) An oral or written express or im-
plied representation that a person has
won, has been selected to recefve, or
may be eligible to receive a prize or
purported prize. .

{g) Seller means apy person who, in
connection with a telemarketing trans-
action, provides, offers to provide, or
arranges for others to provide goods or
services to the customer In exchange
for consideration.

(an) Stale means any state of the
United States. the District of Colum-

bia, Puerto Rico, the Northern Mariana

Islands, and any territory or possession
of the United States.

(bb) Telemarketer means any Dperson
who, in connection with telemarketing,
initiates or receives telephone calls to
or from a castomer or donor.

{cc) Telemarketing means a plan, pro-
gram, or campalgn which is conducted
to induce the purchase of goods or serv-
ices or a charitable contribution, by
use of one or more telephones and
which involves more than one inter-
state telephone call. The term does not
include the solicitation of Bsales
through the mailing of a . catalog

31
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which: contains a written description
or illustration of the goods or services
offered for male; includea the business
address of the seller; includes multiple -
pages of written material or fllustra-
tions; and has been issued not less fre-
guently than once a year, when the
person making the solicitation does
not solicit customers by telephons but
only receives calls inftfated by cus-
tomers in response to the catalog and
during those calls takes orders only
without further solicitation. For pur-
poses of the previous semntencs, the
term *“‘further solicitation™ does not
include providing the customer with
information about, or attempting to
sell, any other item included in the
same catalog which prompted the cus-
tomer's call or in a snbstantially simi-
lar catalog.

(dd) Upselling means soliciting the
purchase of goods or services following
an initial transaction during a single
telephone call. The upsell is & separate
telemarketing transactiom, not a con-
tinnation of the initial transaction. An
“external upeell” is a solicitation
made by or on behalf of a sellexr dif-
ferent from the seller In the initial
transaction, regardless of whether the
initial transaction and the subsequent
solicitation are made by the same tele-
marketer. An “internal upsell™ is a so-
licitation made by or on behalf of the
same seller as in the initial trans-
action, regardless of whether the ini-
tial transaction and subsequent solici-
tation are made by the same tele-
marketer.

$£310.3 Deceptive telemarketing acts or
practices. :

{a) Prohibited deceptive telemarketing
acts or practices. It is a deceptive tele-
marketing act or practice and a viola-
tion of this Rule for any seller or tele-
marketer to engage in the following
conduct:

(1) Before a customer pays! for goods
or services offered, falling to disclose

3When a seller or telomarketsr uses, or di-
rects & customer to use, s courjsr Lo trans-
port peyment, the seller or tslemarketer
must make ths disclosurea required by
§3810.3(a)X1) before ssnding a courier to pick

up paymert or suthorization for payment, or
Continued
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truthfully, in a clear and conspicuous
manner, the following material infor-
mation:

(1) The total costs to purchase, re-
ceive, or use, and the quantity of, any
goods or services that are the subject
of the sales offer;?

(ii) ANl material restrictions, llmita-
tions, or conditions to purchase, re-
ceive, or use the goods or services that
are the subject of the eales offer;

(i4t) If the seller has & policy of not
making refunds, cancellations, ex-
changes, or repurchases, a statement
informing the castomer that this is the
seller’s policy; or, if the seller or tale-.
marketer makes & representation
about & refund, cancellation, exchange,
or repurchase policy, a statement of all
material terms and conditions of such
policy;

(iv) In any prize promotion, the odds
of being able to receive the prize, and,
if the odds are not calcmlable in ad-
vance, the factors used in calculating
the odds; that no purchase or payment

is required to win a prize or to partfici- °

pate in a prize promotion and that any
purchase or payment wiil not increase
the person's chances of winning; and
the no-purchase/mo-payment method of
participating in the prize promotion
with either instructions on how to par-

ticipate or an address or local or toll-

free telephome number to which cus-
tomers may write or call for informa-
tion on how to participate;

{v) All material costs or conditions
to receive or redeem a prize that 1s the
subject of the prize promotion;

(vi) In the sale of any goods or serv-
ices represented to protect, insure, or
otherwise limit a customer's liability
in the event of unauthorized use of the
customer’s credit card, the limits on a
cardholder’s Mability for unauthorized
use of a credit card pursuant to 1§
U.S.C. 1643; and

(vii) If the offer includes a negative
option feature, all material terms and

directing a customer to have s courler pick
up payment or authorization for payment.

3For offers of consumer credit products
sabject to the Truth in Lending Act, 15
U.S.C. 1601 et seQ., and Regulation Z, 12 CFR
226, compliance with the disclosure requirs-
ments ander the Truth in Lending Act and
Regulation Z shall constitute compliance
with §310.3(a)1X1) of this Rule.
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conditions of the negative option fea-
ture, including, but not limited to, the
fact that the customer’s account will
be charged unless the customer takes
an saffirmative action to avoid the
charge(s), the date(s) the charge(s) will
be submitted for payment, and the spe-
cific steps the customer must take to
avoid the charge(s).

(%) Misrepresenting, directly or by
implication, In the sale of goods or
services any of the following material
information: )

(1) The .total costs to purchase, re-
celve, or use, and the guantity of, any
goods or services that are the subject
of a sales offer;

{i1) Any material restriction, limita.
tion, or condition to purchase, receive,
or use goods or services that are the
sabject of a sales offer;

(111) Any material aspect of the per--
formance, efficacy, pature, or central
characteristics of goods or services
that are the subject of a sales offer;

{iv) Any material aspect of the na-
ture or terms of the seller’s refund,
cancellation, exchange, 6r repurcha.se
policies;

(V) Any materjal aspect of a prize
promotion including, but not limited
to, the odds of being able to receive a
prize, the nature or value of a prize, or
that a purchase or payment is required

to win a prize or to participate in a .

prize promotion; .

(vl) Any material aspect of an invest-
ment opportunity jncluding, but not
limited to, risk, liquidity, earnings po-
tential, or profitability; :

(vif) A seller’s or telemarketer's af-
filfation with, or endorsement or spon-
sorshifp by, any person or govermment
entity;

(vifl) That any customer needs of-
fered goaods or services to provide pro-
tections a customer already has pursu-
ant to 15 U.8.0C. 1643; or

{ix) Any material aspect of a nega-
tive aption feature including, but not
limited to, the fact that the customer's
sccount will be charged unless the cus-
tomer takes an affirmative action to
avoid the charge(s). the date(s) the
charge{s) will be submitted for pay-
ment, and the specific steps the cus-
tomer must take to avoid the
charge(s).
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(3) Causing billing information to be
submitted for payment, or collecting or
attempting to coliect payment for
goods or services or a charitable con-
tribution, directly or indirectly, with-

out the customer’s or donor's express .

verifiable authorization, except when
the method of payment used is a credit
card subject to protectiona of the
Truth in Lending Act and Regalation
Z,? or a debit card subject to the pro-
tections of the Electronic Fund Trans-
fer Act and Regulation B.¢ Such aun-
thorization shall be deemed verifiable
if any of the following means is em-
ployed: .

{1) Expreas written authorization by
the customer or donor, which includes
the customer’s or donor’s signature;s *

(ii) Express oral anthorizsation which
is audio-recorded snd made available
upon request to the customer or donor,
and the customer's or donor’s bank or
other billing entity, and which evi-
dences clearly both the customer’s or
donor's authorization of payment for
the goods or services or charitable con-
tribution that are the subject of the

telemarketing transaction and the cus--

tomer's or donor’s receipt of all of the
following information:

(A) The number of debits, charges, or
payments (if more than one);

(B) The date(s) the debit(s),
charge(s), or payment(s) will be sub-
mitted for payment;

(C) The amount{s) of the debit(s),
charge(s), or payment(s),

(D) The customer’s or donor’s name;

(E) The customer’s or donor’s billing
information, identified with sufficient
specificity such that the cnstomer or
donor understands what account will
be used to collect payment for the
goods or services or charitable con-
tribution that are the subject of the
telemarketing transaction;

3Truth in Lending Act, 15 U.S.C. 1601 ¢t
seq., and Regulation Z, 12 OFR part 228.

$sElectronic Fund Tramsfer Act, 15 U.S.C.
1683 et teg., and Regulation B, 12 CFR part
205.

S5For purposes of this Rule, the term “sig-
nature” shall include an electrontc or digital
form of signature, to the extent that such
form of signature is recognized as a valid sig-
natars under applicable foderal law or state
contract law.

§3103

(F) A telephone number for customer
or donor inquiry that is answered dur-
ing normal business hours; and

(G) The date of the customer’s or do-
nor's oral anthorization; or

(il}) Written confirmation of the
transaction, identified in a clear and
conspicuous manner as such on the
outside of the envelope, sent to the
customer or donor via first class mail
prior to the submiasion for payment of
the customer's or donor's billing infor-

mation, and that includes all of the in- .

formation contained in
§5310.3(aX3(UXAI(G) and ‘& clear and
conspicuous statemient of the proce-
dures by which the castomer or donor

- can obtain & refund from the seller or

telemarketer or charitable organiza-
tion in the event the confirmation is
inaccurate; provided, however, that this
means of aunthorization’ shall not be
deemed verifiable in instances in which
goods or services are offered in a trans-
action involving a free-to-pay conver-
sion and preacquired account informa-
tion.

(4) Making & false or misleading
statement to induce apy person to pay
for gooda or services or to induce a
charitable contribution.

(b) Assisting and facilitating. It is a de-
ceptive telemarketing act or practice
and a violation of this Rule for a per-
son to provide substantial asaistance or
support to any seller or telemarketer
when that person knows or consciously
avoids knowing that the ssller or tele-
marketer is engaged in any act or prac-
tice that violates £§§310.3(a), (c) or (d),
or §310.4 of this Rule.

(e) Credit card laundering. Except as
expreasly permitted by the applicable
credit card system, it is a deceptive
telemarketing act or practice and a
violation of this Rule for:

(1) A merchant to present to or de-
posit inte, or canse another to present
to or depoait into, the credit card sys-
tem for payment, a credil card sales
draft generated by a telemarketing
transaction that is not the result of a
telomarketing credit card trapsaction
between the cardholder and the mer-
chant;

(2) Any person to employ, solicit, or
otherwise causs a merchant, or an em-
ployee, representative, or agent of the
merchant, to present to or deposit into
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the credit card system for payment, a
credit card sales draft generated by a
telemarketing transaction that is not
the result of a telemarketing credit
card transaction between the card-
holder and the merchant; or

(3) Any person to obtain access to the
credit card system through the use of a
business relationship or an affiliation
with a merchant, when such access js
not authorized by the merchant agree-
ment or the applicable credit card sys-
tem.

(2) Prohibited deceptive acts or prac-
tices in the solicitation of charitable con-
tributions. 1t is a frandulent charitable
solicitation, a deceptive telemarketing

act or practice, and a violation of this

Rule for any telemarketer soliciting
charitable contributions to misrepre-
gent, directly or by implication, any of
the following material information:

(1) The nature, purpose, or mission of
any entity on behalf of which a chari-
table contribution is being requested;

{2) That any charitable contribution
is tax deductible in whole or in part;

(3) 'The purpose for which any chari-
table contribution will be used;

{4) The percentage or amount of any
charitable contribution that will go to
a charitable organization or to any
particular charitable program;

(5) Any material aspect of a prize
promotion including, but not limited
to: the odds of being able to receive a
prize; the nature or value of a prize; or
that a charitable contribution is re-
quired to win a prize or to participate
in a prize promotion; or

(6) A charitable organization’s or

- telemarketer’s affiliation with, oxr en-

dorsement or sponsorship by, any per-
son or government entity.

§3104 Abursive telemarketing acts or
practices.

(a) Abusive conduct generally. It 1s an
abusive telemarketing act or practice
and a violation of this Rule for any
seller or telemarketer to engage in the
{ollowing conduct:

(1) Threats, intimidation, or the use
of profane or obscene language;

(2) Requesting or receiving payment
of any fee or consideration for goods or
services represented to remove deroga-
tory information from, or improve, a

16 CFR Ch. 1 (1-1-05 Edition)

person's credit history, credit record,
or credit rating until:

(1) The time frame in which the seller
has represented all of the goods or
services will be provided to that person
has expired; and

(11) The selier has provided the person
with documentation in the form of a
consumer report from a consumer re-
porting agency demonstrating that the
promised results have been achieved,
such report having been issned more
than six months after the results were
achieved. Nothing in this Rule should
be construed to affect the reguirement
in the Fair Credit Reporting Act, 15
U.S.C. 1681, that a consamer report

may only be obtained for a specified '

permissible purpose; )

{3) Requesting or receiving payment
of any fee or consideration from a per-
son for goods or services represented to

recover or otherwise assist in the re-.

turn of money or any other item of
value paid for by, or promised to, that
person in a previous telemarketing
transaction, until seven (7) business
days after such money or other item is
delivered to that person. This provision
shall not apply- to goods or services
provided to a person by a licensed at-
torney; ) )

(4) Requesting or receiving payment
of any fee or consideration in advance
of obtaining a loan or other extension
of credit when the seller or tele-
marketer has guaranteed. or rep-
resented a high lkelihood of success in
obtaining or arranging a loan or other
extension of credit for a person;

(5) Disclosing or receiving, for con-
sideration, unnencrypted consumer ac-
count numbers for wuse -in tele-
marketing; provided, however, that this
paragraph shall not apply to the disclo-
sure or receipt of a customer’'s or do-
nor’s billing information to process a
payment for goods or sgervices or a
charitable contribution pursuant to &
transaction;

(8) Causing billing information to be
submitted for payment, directly or in-
directly, without the express informed
consent of the customer or donor. In
any telemarketing transaction, the
seller or telemarketer must obtain the
express Informed consent of the cus-
tomer or donor to be charged for the
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goods or servlces or chultable con-
tribution and to be charged using the
identified account. In auny tele-
marketing transaction involving
preacquired account information, the
requirementa in paragraphs (a)6XD)
through (if) of thia section must be met
to evidence express informed consent.

(1) In any telemarketing transaction
involving preacquired account informa-
tion and & free-to-pay conversion fea-
ture, the seller or telemarketer must:

(A) obtain from the customer, at a
minimum, the laat four (4) digits of the
‘account number to be charged;

(B) obtain from the customer his or
her express l_gmment to be charged
for the goods or services and to be

" charged using the account number pur-

suant to paragraph (a}6Xi)}A) of this
section; angd,

(C) make and maintain an audio re-
cording of the entire telemarketing
transaction.

(1) In any other telemarketing trans-
action involving preacquired account
information not described in paragraph
{(a}6X1) of this section, the seller or
telemarketer must:

(A) at a minimum, identify the ac-

_count to be charged with sufficient

specificity for the customer or donor to
understand what acconnt will be
charged; and '

(B) obtain from the customer or
donor his or her express agreement to
be charged for the goods or services
and to be charged using the account
number identified pursmant to para-
graph (aX6X1iXA) of this section; or

(7) Failling to transmit or cause to be
transmitted the telephone wnumber,
and, when made available by the tele-
marketer's carrier, the name of the*
telemarketer, to any caller identifica-
tion service in use by a recipient of a
telomarketing call; provided that it
shall not be a violation to substitute
(for the name and phone number used
in, or dbilled for, making the call) the
name of the seller or charitable organi-
zation on behalf of which a tele-
marketing call is placed, and the sell-
er's or charitable organization’s cus-
tomer or donor service telephone num-
ber, which is answered during regular
business hours.

(b) Patiern of calls. (1) It 1s an abusive
telemarketing act or practice and a

§3104

violation of this Rule for a tele-
marketer to engage in, or for a seller
to cause a telemarketer to engage in,
the following conduct:

(i) Causing any telephone to ring, or
engaging any person in telephone con-
versation, repeatedly or continuously
with intent to annoy, abuse, or harass
any person at the called number;

(ii) Denying or interfering in any
way, directly or jndirectly, with a per-
son’s right to be placed on any registry

of names and/or telephone numbers of-

persons who do not wish to receive out-
bound telephone calls established to
comply with §310.4(bX1X1i1);

(iil) Initiating any outbound tele-
phone cal} £o a person when:

(A) that person previously has stated
that he or she does not wish to recelve
an outbound telephone call made by or
on behalf of the selier whose goods or
services are being offered or made on
behalf of the charitable organization
for which a charitable contribution is
being solicited; or :

(B) that person’s telephone number is
on the *“do-not-call” registry, main-
tained by the Commissfon, of persons
who do not wish to receive ountbound
telephone calls to induce the purchase
of goods or services unless the seller -

(i) has obtained the express agree-
ment, in writing, of such person to
place calls to that person. Such written
agreement shall clearly evidence such
person’s authorization that calls made
by or on behalf of a specific party may
be placed to that person, and shall in-
clude the telephone nmumber to which
the calls may be placed and the signa-
ture® of that person; or

(i) has an established business rela-
tionship with such person, and that
person has not stated that he or she
does.not wish to receive outbound tele-
vhone calls ander paragraph
(b)Q1)X(HIXA) of this sectfon; or

{iv) Abandoning any ontbound tele-
phone call. An outbound telephone call

is “abandoned™ nnder this section if a
person answers it and the telemarketer

*Por purposes of this Rule, the term “sig-
nature” shall include an electronic or digital
Jform of signature, to the oxtent that such
form of signature is as a valid sig-
pature ander applicable federal law or state
contract law.
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‘does not connect the call to a sales rep-
resentative within two (2) seconds of
the person's completed greeting.

(2) It is an abusive telemarketing act
or practice and a violation of this Rule
for any person to sell, rent, lease, pur-
chase, or use any list established to
comply with §$310.4(b)X1)X1H)A), or
maintained by ths on pursu-
ant to §310.4(b)AXiiiXB), for any pur-
pose except compliance with the provi-
sions of this Rule or otherwise to pre-
vent telephone calls to ulephone nom-
bers on such lists. -

(- A seller or telemarketer will not

be' lfable for vloht!nx $310_4Cb)(IXED)
and (iif) if 1t can demonstrate that, as
part of the seller's or telemarketer’s
routine business practice:

) It has established and imple-
mented written procedures to compiy
with §310.4(b)(1)(i1) and (1i);

(i1) It has trained its personnel, and
any entity assisting in its compliance,
in the procedures established pursuant
to §310.4bX3X1);

(ili) The seller, or a telemarketer or
another person acting on behalf of the
seller or charitable organization, has
maintained and recorded a list of tele-
phone numbers the seller or charitable
organization may not contact, in com-
pliance with §310.4(bXIXHIXA);

(iv) The eeller or a telemarketer uses
a process to prevent telemarketing to
any telephone nunmber on any list es-
tablished pursuant to §310.4(b}3)(iil) or
310.4(bX1)X11IXB), employing a version
of the ‘‘do-not-call” registry obtained
from the Commission ne more than
thirty-one (31) days prior to the date
any call is made, and maintains
records documenting this process;

(v) The seller or s telemarketer or
another person acting on behalf of the
" seller or charitable organtzation, mon-
itors and enforces compliance with the
procedures established pursuant to
§310.4(b)(3)(1); and

(vl) Any subsequent call otherwise
violating §310.4(b)1Xi1) or (ii1) 18 the
result of error.

(1) A seller or telemarketer will not
be liable for violating 310.4(b)1)iv) if:

(1) the seller or telemarketer employs
technology thit ensures abandonment
of no more than three (3) percent of all
calls answered by a person, measured
per day per calling campaign;
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(1) the seller or telemarketer, for
each telemarketing call placed, allows
the telephone to ring for at least fif-
teen (15) seconds or four (4) rings before
disconnecting an unanswered call;

(iif) whenever a sales representative
18 not avallable to speak with the per-
son answering the call within two (2)
seconds after the person’s completed
greeting, the seller or telemarketer
promptly plays a recorded message
that states the name and telephone
namber of the seller on whm belnlt
the call was placed?; and

- {iv) the seller or telemarketer, 1n ac-

cordance with §810.5(b)(d), retains
records establishing compliance with
§310.4(bXH)-(iH1).

(¢) Calling time mbicﬁona. Without
the prior consent of a person, it is an
abusive telemarketing act or practice
and a violation of this Ruls for a tele-
marketer to engage in outbound tele-
phone calls to a person’s residence at
any time other than between 8:00 am.
and 9:00 p.m. local time at the called
person’s Jocation.

{Q) Reguired oral disclosures in the sale
of goods or services. 1t is an abusjve tele-
marketing act or practice and a viola-
tion of this Rule for a telemarketer in
an outbound telephone caill or internal
or external upeell to induce the pur-
chase of goods or services to fail to dis-
close truthfally, promptly, and in a
clear and conspicuons manner to the
person receiving the call, the following
information:

(1) The identity of the seller;

(2) That the purpose of the call is to
sell goodn or services;

(3) The nature ot the goods or serv-
ices; and

{4) That no purchase or payment is
necessary to be able to win a prize or
participate in a prize promotion if a
prize promotion i» offered and that any
purchase or payment will not increase
the person’s chances of winning. This
disclosure must be made befors or in
conjunction with the description of the
prize to the person called. If requested
by that person, the telemarketer must
disclose the no-purchase/no-payment

1This provision does not affect any seller's
or telemarketer’s obligation to comply with
relevant state and federal laws, including
but not limited to the TCPA, 47 U.S,C. 227,
and 47 CFR part 64.1200.
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entry method for the prize promotion;
provided, however, that, in any internal
upsell for the sale of goods or services,
the seller or telemarketer must pro-
vide the disclosures listed in this sec-
tion only to the extent that the infor-
mation in- the upsell differs from the
disclosures provided in the initial tele-
marketing transaction,

(e) Reguired oral disclosures in chari-
table solicitations. It is an abusive tele-
marketing act or practice and a viola-
tion of this Rule for a telemarketer, in
an outbound telephone call to induce a
charitable contribution, to fail to dis-

closs truthfully, promptly, and in a.

clear and conspicuous manner to the
person receiving the call, the following
information:

(1) The identity of the charitable or-
ganization on behalf of which the re-
quest Is being made; and

(2) That the parpose of the call is to
solicit a charitable contribution.

68 FR 4669, Jan. 29, 2003, as amendod at
FR 16373, Mar. 29, 2004)

§310.5 Recordkeeping requirements.

(a) Any seller or telemarketer shall
keep, for a period of 24 months from
the date the record is produced, the fol-
lowing records relatlng to its tele-
marketing activities:

(1) All substantially different adver-
tising, brochures, telemarketing
scripts, and promotional materials;

(2) The name and last known address
of each prize recipient and the prize
awarded for prizes that are rep-
resented, directly or by implication, to
have a value of $25.00 or more;

(3) The name and last known address
of each customer, the goods or services
purchased, the date such goods or serv-
ices were shipped or provided, and the

amount paid by the costomer for the -

goods or services;?

(4) The name, any fictitions name
used, the last known home address and
telephone number, and the job title(s)
for all current and former employees

SFor offers of consamer credit products
subject to the Truth in Lending Act, 15
U.8.C. 1601 et seg., and Regulation Z, 12 CFR
226, compliance with the recordkeeping ro-
quirements under the Trath in Lending Act,
and Regulation 7, shall constitute compli-
ance with §310.5a)3) of thiz Rale.

§310.6

directly involved in telephone sales or
solicitations; provided, however, that if
the ssller or telemarketer permits fic-
titions names to be used by employees,
each fictitions name must be traceable
to only one specific employee; and

(5) All verifiable authorizations or
records of express informed consent or
express _sgreement required to be pro-
vided or received under this Rule.

(b) A seller or telemarketer may
keep the records required by §310.5(a)
in any form, and in the same manner,
format, or place as they keep such

records in the ordinary courss of busi--
. hess.: Faflure to keep all records re-

guired by §310.5(a) ahnll be a violation
of this Rule, .

{c) The seller and the telemnrketer
calling on behalf of the seller may, by
written agreement, allocate responsi-
bllity between themselves for the rec-
ordkeeping required by this: Section.
When a seller and telemarketer have
entered Into such an agreement, the
terms of that agreement shall govern,
and the seller or telemarketer, as the
case may be, need not keep records
that duplicate those of the other. If the
agreement is unclear as to who must
majntain any required record(s). or if
no such agreement exists, the seller
shall be responsible for complying with
§6310.5¢(a)1)(3) and (5); the tele-
marketer shall be responsible for com-
plying with §310.5(a)(1).

(d) In the event of any dissolution or
termination of the seller’s or tele-
marketer’s business, the principal of
that seller or telemarketer shall main-
tain all records as required under this
Section. In the event of any saale, as-
signment, or other change in ownership
of the seller’s or telemarketer’s busi-
ness, the sacceasor business shall main-
tain all records required under this
Section.

$310.6 Exemptions.

(a) Solicitations to induce charitable
contributions via outbound telsphone
calls are not covered by
§310.4(b)Y(1)(111XB) of this Rule.

{b) The following acts or practices
are exempt from this Rule:

(1) The sale of pay-per-call services
subject to the Cornmission’s Rule enti-
tled ‘‘Trade Regulation Rule Pursuant

3
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to the Telephone Disclosure and Dis-
pute Resolution Act of 1992, 16 CFR
Part 308, provided, however, that this
exemption does not apply to the re-
quirements of §§310.4(aX1). (a7, V),
and {(c);

(2) The sale of franchises subject to
the Commission’s Rule entitled “Dis-
closure Requirements and Prohibitions
Concerning Franchising and Business
Opportunity Ventures,” (“Franchise
Rule”) 16 CFR Part 438, provided, how-
ever, that this exemption does not
apply to  the requirements of
§§310.4(a)1), (aXD), (b), and (c);

(3) Telephone calls in which the sale
of goods or services or charitable solic~
{tation is not completad, and paymeént
or authorization of payment is not re-
quired, until after a face-to-face sales
or donation presentation by the seller
or charitable organization, provided,
however, that this exemption does not
apply ¢to the requirements of
§§310.4(a)1), (a)X(D), (b), and (c);

(4) Telephone calls injtiated by a cus-
tomer or donor that are not the resalt
of any solicitation by a seller, chari-
table organization, or telemarketer,
provided, however, that this exemption
does not apply to any instances of
upeelling included in such telephone
calls;

(5) Telephone calls initiated by a cus-
tomer or donor in response to an adver-
tisement through any medium, other

* than direct mall solicitation, provided,
however, that this exemption does not
apply to calls initiated by a customer
or donor in response to an advertise-
ment relating to investment opportuni-
ties, business opportunities other than
business arrangements covered by the
¥Franchise Rule, or advertisements in-
volving goods or sexrvices described in
§§310.3(a)1Xv1) or 310.4(a)X2)(4); or to
any instances of upselling included in
such telephone calils;

{6) Telophone calls initiated by & cus-
tomer or donor in response to a direct

- mail solicitation, including solicita-
tions via the U.8. Postal Service, fac-
simile transmission, ‘elecironic mai),
and other similar methods of delivery
in which a2 solicitation is directed to
specific address(es) or person(s), that
clearly, conspicuously, and truthfully
discloses all material information list-
ed in §310.3(aX1) of this Rule, for any
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goods or services offered in the direct
mail solicitation, and that contains no
material misrepresentation regarding
any item contained in §310.3(d) of this
Rule for any requested charitabje con-
tribution; provided, however, that this
exemption does not apply to calls Initi-
ated by a customer in response to a di-
rect mail solicitation relating to prize
promotions, investment opportunities,
business opportunities other than bpsi-
ness arrangements covered by the
Franchise Rule, or goods or services de-
scribed in §§310.3(a)}(1)(v1) or 310.4(a)2)-

- (9); or to any instances of upeelling in- .

cluded in such telsphone calls; and

(7 Teléphone calls batween s tele-
marketer and. any business, except
calls to indace the retail sale of non-
durable office or cleaning supplies; pro-
vided, however, that §310.4b)1)(HXB)
and §310.5 of this Rule shall not apply
to sellera or telemarketers of non-
durable office or cleaning aupplies.

§310.7 Actions by siates and private
persons.

(a) Any attorney general or other of-
ficer of a state suthorized by the state
to bring. an action under the Tele-
marketing and Consumer Fraud and
Abuse Prevention Act, and any private
person who brings an action under that
Act, shall serve written notice of its
action on the Commission, if fessible,
prior to its initiating an action under
this Rule. The notice shall be sent to
the Office of the Director, Bureau of
Consumer Protection, Federal Trade
Comimnission, Washington, D.C. 20580,
and shall include a copy of the state’s
or private person’s complaint and any
other pleadings t0 be flled with the
court. If prior nmotice is not feasible,
the state or private person shall serve
the Commisslon with the required no-
tice immediately npon instituting its
action.

(b) Nothing contained in this Section
shall prohibit any attorney general or
other authorized state official from
proceeding in state court op the basis
of an alleged violation of any civil or
criminal statute of such state.

§310.8 Fes for access to the National
Do Not Call Registry.

(a) It is a violation of this Rule for
any seller to Initiate, or cause any
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telemarketer to initiate, an gutbound
telephone call to any person whose
telephone number is within a given
area code upless such seller, éither di-
rectly or through another person, first
has paid the annusl fee, required by
§310.8(c), for access to0 telephone num-
bers within that area code that are in-
cluded in the National Do Not Call
Registry maintained by the Commis-
sion under §310.4(M))XUXB); provided,
howsver, that such payment is not nec-
essary if the seller initiates, or causes
a telemarketer to initiate, calls solely
to persons pursaant to
$5310.4BXANUIXBXS) or (H#), and the
seller does not access the National Do
Not Call Registry for any other pur-

pose. .

(b) It in a vioclation of this Rule for
any telemarkéter, on behalf of any sell-
er, to inftiate an outhound telephone
call to any person whose telephone
number is within a given area code un-
less that seller, either directly or
through another person, first has paid
the annaal fee, required by §$310.8(c),
for access to the telephone numbers
within that area code that are included
in the National Do Not Call Registry;
provided, however, that such payment
is not necessary if the seller initiates,
or causes a telemarketer to initiate,
calls solely to persons pursnant to
§5310.4bX1GHXBXD) or (i), and the
seller does not access the National Do
Not Cal! Registry for’ any other pur-
pose.

(c) The annual fee, which must be
paid by any person prior to obtaining
access to the Natfonal Do Not Call
Registry, is $40 per area code of data
accessed, np to a maximuam of $11,000;
provided, however, that there shall be
no charge for the first five area codes
of data accessed by any person, and
provided further, that there shall be no
charge to any person engaging in or
causing others to engage In outbound
telephone calls to consumers and who
is accessing the Natiomal Do Not Call
Reglatry without being required nnder
this Rule, 47 CFR 641200, or any other
federal law. Any person accessing the
National Do Not Call Regirtry may not
participate in any arrangement to
share the cost of accessing the reg-
fstry, including any arrangsment with
any telemarketer or service provider to
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"access the additional area codes of-data
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divide the costs to access the registry
among various clientas of that tele-
marketer or service provider. .
(d) After a person, either directly or
through another person, pays the fees
set forth in §310.8(c), the person will be
provided a unique account number
which will allow that peraon to access
the registry data for the selected area
codes at any time for twelve months
following the first day of the month in
which the person paid the fes (“‘the an-
nual period™). To obtain access to addi-
tional area codes of data during the
first six months of the annnal period,
the person must first pay 340 for each
additional area code of dats not inl- .
tially selected. To obtain access to ad-
ditional area codes of data during the
second six months of the annual period,
the person must first pay 320 for each
additional area code of data mol ini-
tially eelected. The payment of the ad-
ditional fee will permit the person to

for the remainder of the annual period.

(e) Access to the National Do Not
Call Registry i3 Mmited to tele-
marketers, sellers, others engaged in or
causing others to engage in telephone
calls to consumers, service providers
acting on bebalf of such persons, and
any goveroment agepcy that has law
enforcement authority. Prior to access-
ing the National Do Not Call Registry,
a person must provide the identifying
information required by the operator of
the registry to collect the fee, and
must certify, under penalty of law,
that the person is accessing the reg-
{stry solely to comply with the provi-
sions of this Rule or to otherwise pre-
vent telephone calls to telephone num-
bers on the registry. If the person is ac-
cessing the registry on behalf of sell-
ers, that person also must identify
each of the seliers on whose behalf it is
accessing the registry, must provide
each seller’s unigue account number
for access to the national registry, and
must certify, under penalty of law,
that the sellers will be nsing the infor-
mation gathered from the registry
solely to comply with the provisions of
this Rule or otherwise to prevent tele-
phone calls to telephone nambers on
the registry.
{68 FR 45144, July 31, 2003, as amended at 69
FR 45585, July 20, 2004)
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$310.9 Severability.

The provisions of this Rule are sepa-
rate and severable from one ancther. If
any provision is stayed or detsrmined
to be invalid, it is the Commission’s In-
tention that the remaining provisions
shall continue in effect.
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