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shall submit samples of not less than one square yard in size of any
such product, fabric, or related material with this report.

1t is further ordered, That respondents notify the Commission at
least 30 days prior to any proposed change in the corporate respond-
ent, such as dissolution, assignment or sale resulting in the emerg-
ence of a successor corporation, the creation or dissolution of subsid-
iaries or any other change in the corporation which may affect
compliance obligations arising out of this order.

1t is further ordered. That the respondent corporation shall forth-
with distribute a copy of this order to cach of its operating divi-
sions. _
1t is furiher ordered, That the respondents hercin shall, within
sixty (60) days after service upon them of this order, file with the
Commission a report in writing setting forth in detail the manner
and form in which they have complied with this order.

In i Marme or
MRS, S. E. KATZ mrapinG as S. K. KATZ

CONSENT ORDER, ETC., IN REGARD TO TIIE ALLEGED VIOLATION OF
TIE FEDERAL TRADE COMMISSION AND fl‘lIE‘]“L.'\I\H\IABLE FABRICS ACTS

Docket C-198%.  Complaint, July 20, 1971—Decision, July 20, 1971

Consent order requiring a St. Louis, Mo., individual engaged in the sale and
distribution of textile fiber products, including scarves, to cense violating
the Flammable Fabrics Act by importing and selling any fabric which
fails to conform to the standards of said Act.

CoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Flammable Fabrics Act, as amended, and by virtue of the
authority vested in it by said Acts, the Federal Trade Commission,
having reason to believe that Mrs. S. E. Katz, an individual trading
as 5. K. Katz, hercinafter referved to as respondent, has violated the
provisions of said Acts and the Rules and Regulations promulgated
under the Flammable Fabrics Act, as amended, and it appearing to
the Commission that a proceeding by it in respect thereof would be
in the public interest, hereby issues its complaint stating its charges
in that respect as follows:

Paragrarmt 1. Respondent Mrs. S. E. Katz is an individual trad-



S. B. KATZ 99

98 Decision and Order

ing as S. E. Katz with her office and principal place of business lo-
cated at 1000 Washington Avenue, St. Louis, Missouri.

Respondent is engaged in the business of the sale and distribution
of textile fiber products including, but not Jimited to, scarves.

Par. 2. Respondent is now and for some time last past has been
engaged in the sale and offering for sale, in commerce, and has in-
tloduced delivered for introduction, transported and caused to be
tre nsported in commerce, and has sold or dehveled after s%le or
shipment in commerce, products, as the terms “commerce” and
“product,” are defined in the Flammable Fabrics Act as amended,
which products fail to conform to an applicable standard or regula-
tion continued in effect, issued or amended under the plOVlSlOllS of
the Flammable Fabrics Act, as amended.

Among such products mentioned hereinabove were scarves.

Par. 8. The aforesaid acts and practices of respondent were and
are in violation of the Flammable Fabrics Act, as amended, and the
Rules and Regulations promulgated thereunder, and constituted, and
now constitute, unfair methods of competition and unfair and decep-
tive acts and practices in commerce within the intent and meaning
of the Federal Trade Commission Act.

Dxcistion aAND ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Consumer Protec-
tion proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondent with
violation of the Federal Trade Commission Act rmd the Flammable
Fabrics Act, as amended; and

The respondent and counsel for the Commission having thereafter
executed an agreement containing a consent order, an admission by
the respondent of all the jurisdictional facts set forth in the afore-
said draft of complaint, a statement that the signing of said agree-
ment is for settlement purposes only and does not constitute an ad-
mission by respondent that the law has been violated as alleged in
such complaint, and waivers and other provisions as required by the
Commission’s Rules; and

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondent has
violated the said Acts, and that complaint should issue stating its
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charges in that respect, and having thereupon accepted the executed
agreement and placed such agreement on the public record for a pe-
riod of thirty (80) days, now in further conformity with the proce-
dure prescribed in § 2.34(b) of its Rules, the Commission hereby is-
sues its complaint, makes the following jurisdictional findings, and
enters the following order:

1. Respondent Mrs. S. E. Katz is an individual trading as S. E.
Katz.

Respondent is engaged in the sale of various products, including
but not limited to, ladies’ scarves, with her office and principal place
of business located at 1000 Washington Avenue, St. Louis, Missouri.

9. The Federal Trade Commission has jurisdiction of the subject
matter of the proceeding and of the respondent and the proceeding:
is in the public interest. '

ORDER

It is ordered, That respondent Mrs. S. I8. Katz, individually and
trading as S. E. Katz or any other name or names, and respondent’s
representatives, agents and employees, directly or through any cor-
porate or other device, do forthwith cease and desist from selling,
offering for sale, in commerce, or importing into the United States,
or introducing, delivering for introduction, transporting or causing
to be transported in commerce, or selling or delivering after sale or
shipment in commerce, any product, fabric or related material; or
selling or offering for sale any product made of fabric or related
material which has been shipped or received in commerce, as “com-
merce,” “product,” “fabric” and “related material” are defined in the
Flammable Fabrics Act, as amended, which product, fabric or re-
lated material fails to conform to any applicable standard or regula-
tion continued in effect, issued or amended under the provisions of
the aforesaid Act.

[t is further ordered, That respondent notify all of her customers
who have purchased or to whom have been delivered the products
which gave rise to this complaint, of the flammable nature of said
products and effect recall of said products from such customers.

1t is further ordered, That the respondent herein either process
the. products which gave rise to the complaint so as to bring them
into conformance with the applicable standard of flammability
under the Flammable Fabrics Act, as amended, or destroy said
products.

[t is further ordered, That the respondent herein shall, within ten
(10) days after service upon her of this order, file with the Commis-
sion a special report in writing setting forth the respondent’s inten-
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tions as to compliance with this order. This special report shall also
advise the Commission fully and specifically concerning (1) the
identity of the products which gave rise to the complaint, (2) the
number of said products in inventory, (3) any action taken and any
further actions proposed to be taken to notify customers of the
flammability of said products and effect recall of said products from
customers, and of the results thereof, (4) any disposition of said
products since September 20, 1970, and (5) any action taken or pro-
posed to be taken to bring said products into conformance with the
applicable standard of flammability under the Flammable Fabrics
Act, as amended, or destroy said products and the results of such ac-
tion. Such report shall further inform the Commission as to whether
respondent has in inventory any product, fabric, or related material
having a plain surface and made of paper, silk, rayon and acetate,
nylon and acetate, rayon, cotton or any other material or combina-
tions thereof in a weight of two ounces or less per square yard, or
any product, fabric or related material having a raised fiber surface.
Respondent shall submit samples of not less than one square yard in
size of any such product, fabric, or related material with this report.

1t is further ordered, That the respondent herein shall within
sixty (60) days after service upon her of this order, file with the
Commission a report in writing setting forth in detail the manner
and form in which she has complied with this order.

Ix TaE MATTER OF
BARTON’S CANDY CORPORATION

CONSENT ORDER, ETC., IN REGARD TO THX ALLEGED VIOLATION or
THE FEDERAL TRADE COMMISSION ACT

Docket 0-1985.  Complaint, July 21, 1971—Decision, July 21, 1971

Consent order requiring a Brooklyn, N.Y,, candy and bakery goods manufac-
furer and franchisor with outlets in more than 40 states to cease fixing
the resale price of any of its nroducts, accepting any payment or other ad-
vantage from a supplier of fixtures to any of respondent’s customers, mis-
representing that any analysis has been made of any projected sales vol-
ume of any stove; it is further ordered that respondent notify each of its
franchisees ot the existence and terms of this order.

CoMPLAINT

Pursnant to the provisions of the Federal Trade Commission Act,
and by virtue of the anthority vested in it by said Act, the Federal
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Trade Commission, having reason to believe that Barton’s Candy
Corporation, a corporation, sometimes referred to hereinafter as re-
‘spondent, has violated and is now violating the provisions of Section
5 of said Act (15 U.S.C. §45), and it appearing to the Commission
that a proceeding by it in respect thereof would be in the interest of
the public, hereby issues its complaint, stating its charges in respect
thereto as follows:

Paraerarm 1. Respondent Barton’s Candy Corporation is a corpo-
ration organized, existing and doing business under and by virtue of
the laws of the State of New York. It maintains its principal offices
and place of business at 80 DeKalb Avenue, Brooklyn, New York.

Par. 2. Respondent has been and is now engaged in the manufac-
ture, purchase, importation, offering for sale, sale, or distribution of
chocolates, other candies and confections, baked goods, and nuts
(hereinafter referred to as “products”). Respondent distributes, of-
fers to sell, and sells its products to franchised “Barton’s. Bonbon-
niere” candy stores, to other franchised customers who maintain
candy departments in department stores and drug stores, to whole-
sale distributors in some areas in which retailers cannot be serviced
efficiently from the Brooklyn shipping point, and to consumers
through company-owned stores in some areas. Total sales of re-
spondent in its fiscal year ending June 380, 1969, exceeded
$16,000,000.

Par. 3. Respondent ships products or causes products to be
shipped to wholesale distributors and to nearly 3,000 retail stores or
candy departments located in more than forty States of the United
States. Respondent is now and has been at all times referred to
herein engaged in cominerce, as “commerce” is defined in the Federal
Trade Commission Act.

Par. 4. Respondent is engaged in competition in the distribution,
offering for sale, and sale of its products with numerous other per-
sons or firms handling similar types of products, except to the extent
that such competition has been hampered, restricted, lessened and
restrained by the acts, practices, and methods of competition herein-
after alleged.

COUNT ONE

Par. 5. Respondent has sought prospects for investment in fran-
chised Barton’s retail outlets through newspaper advertisements,
promotional brochures, and the personal effort of its agents or em-
ployees responsible for the establishment of new franchise operators.

In this connection, respondent has made the following representa-
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tions to some prospective franchise operators through oral state-
ments and some of its published materials:

1. A specific site has been selected by respondent for establishment
of a franchise outlet. A survey has been conducted and the results
electronically analyzed. According to such analysis, the volume of
sales by such outlet should be approximately that amount which, in
each specific instance, has been stated to the prospective franchisee.

2. An average Barton’s department will have annual candy sales
of up to as much as $49,000, depending upon the size and location of the
store.

Par. 6. The representations aforesaid, each of which has been made
for the purpose and with the effect of inducing prospects to enter
into a franchise agreement, are false and misleading in that:

1. Information respecting selected sites has not been analyzed elec-
tronically or by other means. The volume of sales projected for each
such site has been based solely upon opinion of respondent, its au-
thorized agent or employee.

2. The annual retail sales volume of candy for the average fran-
chised Bartons candy department such as those located in drug stores
has been in all recent years and is now substantially less than $49,000.
No significant number of Barton’s candy departments such as those
located in drug stores have achieved a sales volume of as much as
$49,000, as represented by respondent.

Par. 7. Respondent’s false and misleading representations afore-
said are to the prejudice of the public; they have induced or helped
to induce persons or firms to enter into franchise agreements with
respondent and to purchase its products; and they constitute unfair
or deceptive acts or practices in commerce, in violation of Section 5
of the Federal Trade Commission Act.

COUNT TWO

Par. 8. Respondent, in accordance with the provisions of its fran-
chise agreements, has reserved the right of approval of the plans
and layout of Barton’s franchised candy stores and candy depart-
ments. In this connection, respondent has recommended an on occa-
sions has required directly or by implication, that its franchise oper-
ators purchase store fixtures and signs from manufacturers or fabri-
cators designated by respondent.

Par. 9. Respondent has failed to diclose to the franchise operators
aforesaid that in some instances it has contracts, agreements, or un-
derstandings with the designated persons or firms supplying such
fixtures and signs providing for payment to respondent of commis-
sions, overrides, or service charges as compensation for engineering

470-883—73——8§
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or store planning services or “finder’s fees” based upon a percentage
of the purchase price of such fixtures or signs.

Par. 10. Respondent’s contracts, agreements, understandings, acts,
- practices, and methods of competition, including its failure to dis-
close the existence of its arrangements for compensation by suppliers
designated by it, as aforesaid, have had and may continue to have
the foﬂownw effects, among others:

1. Some franchise operators have been led to beheve, directly or
by implication, that the reconmmendation or requirement by respon-
dent to the purchase fixtures and signs from designated suppliers was
based solely npon considerations of price, quality or service.

9. Some franchise operators have been deprived of the benefits of
competition in their purchases of store fixtures and signs.

Par. 11. Respondent’s contracts, agreements understandings, acts,
practices, and methods of competition aforesaid are to the pre]udlce
of its franchise operators and the general public. They constitute
unfair or deceptive acts or practices and unfair methods of competi-
tion in commerce, in violation of Section 5 of the Federal Trade
Cemmission Act.

COUNT TIIREE

Par. 12. Respondent has entered into franchise agreements with
numerous persons and firms which require that each retailer adver-
tise, offer to sell, and scll respondent’s products at not less than the
retail prices established by respondent in accordance with the appli-
cable “fair trade” laws. Respondent, directly or through corporate or
other devices, is regularly engaged in the operation of retail outlets
in some areas which are in competition with franchise operators who
have signed agreements pursuant to which they are required to price
products bearing rvespondent’s trademarks in accordance with re-
spondent’s published “fair trade” prices.

Par. 13. Respondent’s acts, practices and methods of competition
aforesaid which fix the resale prices of its products when sold by its
franchised retail or wholesale competitors are to the prejudice of
such competitors and of the public. They constitute unfair acts or
practices or unfair methods of competition in commerce, in violation
of Section 5 of the Federal Trade Commission Act.

Drcisiox anp OrpER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the resp ondent named in the caption
hereof, and the respondent having been furnished thereafter with a
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copy of a draft of complaint which the Burean of Competition pro-
posed to present to the Commission for its consideration and which,
if issued by the Comrnission, would charge respondent with violation
of the Federal Trade Commission Act; and

The respondent, its attorneys and counsel for the Commission hav-
ing thereafter executed an agreement containing a consent order, an
admission by the respondent of all the jurisdictional facts set forth
in the aforesaid draft of complaint, a statement that the signing of
said agreement is for scttlement purposes only and does not consti-
tute an admission by respondent that the law has been violated as
alleged in such complaint, and waivers and other provisions as re-
quired by the Commission’s rules; and

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondent has
violated the said Act, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of thirty (30) days, now in further conformity with the
procedure prescribed in Section 2.34(b) of its Rules, and having
considered all comments received from members of the public, the
Commission hereby issues its complaint, makes the following juris-
dicticnal findings, and enters the following order:

1. Respondent Barton’s Candy Corporation is a corporation which
has its general offices and principal place of business located at 80
DeKalb Avenue, Brooklyn, New York.

9. The Federal Trade Commission has jurisdiction of the subject
matter of this preceeding and of the respondent, and the proceeding
1s in the public interest.

ORDER

I

It is ordered, That respondent Barton’s Candy Corporation, a cor-
poration, its oflicers, agents, representatives, employees, successors
and assigns, directly or indirectly, through any corporate or other
device, in or in connection with the advertising, distribution, offer-
ing for sale, or sale of chocolates, other candies and confections,
baked goods, nuts, and the franchise rights to deal in or handle such
products, in commerce, as “commerce” is defined in the Federal
Trade Commission Act, do forthwith cease and desist from :

1. Fixing, establishing, maintaining, or enforcing pursuant to
or in connection with any fair trade program the resale price of
any such product charged by any wholesaler or retailer who in
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fact competes with Barton’s either at wholesale or with retail
stores or candy departments operated by the respondent.

2. Requesting, accepting, or entering into any contract, agree-
ment or understanding providing for payment to respondent of
anything of substantial value by the supplier of fixtures, signs,
or other equipment and furnishings as a commission, override,
“finder’s fee,” or other compensation for recommending or re-
quiring any customer of respondent to deal with such supplier
unless such customer of respondent is advised prior to entering
into any franchise or other agreement of the fact that respond-
ent will receive said compensation from such supplier and the
approximate amount, percentage, or other means of computation
thereof.

3. Representing, directly or by implication, that:

a. A survey has been made of store traflic patterns or
that electronic or other means of analysis of projected sales
volume has been performed, unless such is a fact.

b. Sales volume of a Barton’s store or department is
within a range, is a stated average amount, or may achieve
a stated level, unless such is a fact with respect to a repre-
sentative sample of outlets of comparable size, type and loca-
tion. '

I

1t is further ordered, That respondent Barton’s Candy Corpora-
tion furnish within sixty (60) days from the date hereof to all
presently franchised retail outlets, wholesale distributors or other
customers who in fact compete, or whose customers in fact compete,
with Barton’s or with retail stores or candy departments operated
by respondent a letter or other notice, signed by a responsible official
binding the respondent and on official Barton’s Candy Corporation
stationery or letterhead, which states in its first paragraph: “The
Federal Trade Commission has entered an Order which, among
other things, prohibits Barton’s Candy Corporation from fixing re-
sale prices of its customers as more fully set forth in the relevant
provisions of the order which are [stated below/enclosed].” The rele-
vant provisions of this order which shall be included in such letters
are the opening paragraph and numbered Paragraph 1 of Section I
thereof.

II1

1t s further ordered, That respondent Barton’s Candy Corpora-
tion shall forthwith distribute a copy of this order to each of its
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sales personnel and each of its other employees engaged in establish-

ing and maintaining franchises.
v

It is further ordered, That respondent Barton’s Candy Corpora-
tion notify the Commission at least thirty (30) days prior to any
proposed change in the corporate respondent which may affect com-
pliance obligations arising out of this order, such as dissolution, as-
signment or sale resulting in the emergence of a successor corpora-
tion, the creation of or dissolution of subsidiaries or any other
change in the corporation.

v

It is further ordered, That respondent Barton’s Candy Corpora-
tion shall, within sixty (60) days after service upon it of this order,
file with the Commission a report, in writing, setting forth in detail
the manner and form in which it has complied with this order.

I~ taE MATTER OF
BESTLINE PRODUCTS CORPORATION, ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF
THE FEDERAL TRADE COMMISSION ACT

Docket 0-1986. Complaint, July 22, 1971—Decision, July 22, 1971 .

Consent order requiring a San Jose, Calif., seller and distributor of household,
commercial and industrial cleaners and waxes, and also distributorships
for the sale of respondents’ products, to cease operating a multi-level pro-
gram in which profits are dependent upon successive recruitment of others,
paying any amount to any person unless in connection with the actual sale
of products to the ultimate consunier, requiring prospective participants to
make any other payment than that of the actual cost of materials, misus-
ing in any manner the multi-level marketing program, misrepresenting the
post earnings of participants, and making other misrepresentations as to
the earnings of participants in the multi-level marketing programs.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission, having reason to believe that Bestline Products
Corporation and Bestline Products, Inc., corporations, and William
T. Bailey and Robert W. DePew, individually and as officers of said
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corporations, hereinafter referred to as respondents, have violated
the provisions of said Act, and it appearing to the Commission that
a proceeding by it in respect thereof would be in the public interest,
hereby issues its complaint stating its charges in that respect as fol-
lows:

Paracrarir 1. Respondent Bestline Products Corporation, is a cor-
poration organized, existing and doing business under and by virtue
of the laws of the State of California, with its principal office and
place of business located at 2550 Trimble Road, San Jose, Califor-
nia.

Respondent Bestline Products, Inc., is a corporation organized, ex-
isting and doing business under and by virtue of the laws of the
State of California, with its principal office and place of business lo-
cated at 2350 Trimble Road, San Jose, California. It is a wholly-
owned subsidiary of Bestline Products Corporation.

Respondents William E. Bailey and Robert W. DePew are officers
and stockholders of the corporate respondents. They formulate, di-
rect and control the acts and practices of the corporate respondents,
including the acts and practices hereinafter set forth. Their address
is the same as that of the corporate respondents.

The aforementioned respondents cooperate and act together in
carrying out the acts and practices hereinaftter set forth.

Par. 2. Respondents are now, and for some time last past have
been, engaged in the advertising, offering for sale, sale and distribu-
tion of household, commercial and industrial cleaners and waxes and
distributorships and franchises to the public, and are inducing, and
have induced, persons to invest substantial sums of money in re-
spondents’ multi-level marketing program as hereinafter more fully
described.

Par. 3. In the course and conduct of their business, respondents
now cause, and for some time last past have caused, their products,
when sold, to be shipped from their places of business in the States
of Illinois and California to purchasers thereof located in various
States of the United States other than the state of originatien, and
in the course of establishing and maintaining their multi-level mar-
keting program have transmitted and received contracts, promo-
tional material and various business papers among and between the
several states, and maintain, and at all times nientioned herein have
maintained, a substantial course of trade in said products in com-
merce, as “commerce” is defined in the Federal Trade Commission
Act. )

Par. 4. In the course and conduct of their business as aforesaid,
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respondents have used and are now using a multi-level marketing
program having four levels of participants. A description of these
levels, in order of ascendency, follows:

1. Retail distributor-—The retail distributor purchases products
from a subwholesaler or direct distributor at a 30-40 percent dis-
count, for sale to the consuming public.

9. Subwholesaler—The subwholesaler purchases products from a
direct-distributor at a 30-51 percent discount for distribution to re-
tail distributors and direct sales to the consuming public. The sub-
wholesaler is entitled to overrides on purchases by retail distributors
below him in the chain. He is also entitled to a bonus for recruiting
a direct distributor and a commission for recruiting another sub-
wholesalers. An entrant qualifies as a subwholesaler non purchasing
products with a $400 “refund volume” value.

3. Direct distributor—The direct distributor purchases products
directly from the respondents at a 52 percent discount for distribu-
tion to subwholesalers and retailers below him in the chain. He is
entitled to 22 percent of the “refund volume” value of purchases,
made by subwholesalers and retail distributors below him in the
chain, less refund bonuses paid according to the sales volume gener-
ated by these subdistributors. The direct distributor also reccives a
commission and continuing override on purchases by a direct distrib-
utor or subwholesaler who he has recruited into the marketing pro-
gram. A participant qualifies as a direct distributor upon purchasing
$6,000 “vefund volume” value of produects at a cost of $3,500.

4. General distributor—The general distributor does not normally
purchase products for distribution in the chain but he may purchase
products at a 60 percent discount. The general distributor is entitled
to a commission and continuing override on all purchases by a direct
distributor recruited by him, a release fee paid by a direct distribu-
tor recruited by him at such time as the direct distributor ascends to
the position of general distributor, and a commission and continuing
override on all purchases by a general distributor orviginally re-
cruited by him.

To qualify as a general distributor, a participant must first be a
direct distributor, and is required to pay $2,750 to the respondents .
and recruit a direct distributor to replace him.

Participants at each level of distribution may sell products on a
retail basis to. the consuming publie.

Respondents represent through oral and written statements to pro-
spective investors that it is not difficult to sell their household clean-
ing products and to recruit additional participants in their market-
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ing plan and thereby achieve high levels of income. Typical and
illustrative of said statements and representations, but not all inclu-
sive thereof, are the following:

1. If a subwholesaler recruits six (6) retailers and each of those
six buy from the subwholesaler $200 in products in one month, and
in addition the subwholesaler sells $200 in products at the retail
level, the subwholesaler will earn in profit $210 that month.

2. In the following month, if each of the six (6) retailers initially
recruited by the subwholesaler in the example above recruits six (6)
retailers below them in the chain, the subwholesaler may become a
direct distributor and the initial six (6) retailers may become sub-
wholesalers. If each of the thirty-six (36) new retailers buys $200 in
products from their respective subwholesalers, and the six (6) sub-
wholesalers buy $1,400 in products from the direct distributor, and
the direct distributor sells $200 in products at retail, the direct dis-
tributor will earn in profit $1,046 that month.

Par. 5. Respondents’ multi-level marketing program contemplates
a virtually endless recruiting of participants in the sales program.
Further, additional participants must increase progressively to in-
sure the participants the represented financial gains while the over-
all number of potential investors remains relatively constant. Thus,
the participant may be, and in a substantial number of instances
will be, unable to find additional investors in a given community or
geographical area by the time he enters respondents’ merchandising
program. This comes about because the recruiting of participants
who come into the program at an earlier stage has already exhausted
the number of prospective participants. As to the individual partici-
pant, therefore, respondents’ program must of necessity ultimately
collapse when the market for distributors becomes saturated.

Although some participants in respondents’ multi-level merchan-
dising program may realize a profit, all participants do not have the
potentiality of receiving sums of money equal to or greater than
those described in Paragraph Four through recruiting other partici-
pants and through finder’s fees, commissions, overrides, and other
compensation arising out of the sale of respondents’ products or the
recruitment of other distributors by other participants in the pro-
gram. As a matter of fact, some participants in the program will re-
ceive little or no return on their investment.

For the foregoing reasons, respondents’ multi-level merchandising
program is organized and operated in such a manner that the reali-
zation of profit by any participant contemplates, and is necessarily
predicated upon, the exploitation of others who have virtually no
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chance of receiving a return on their investment and who have been
induced to participate by misrepresentations as to potential earnings.
Therefore, the use by respondents of the aforesaid program in
connection with the sale of their merchandise was and is an unfair
act and practice, and was and is false, misleading and deceptive.

Par. 6. In the course and conduct of their business as aforesaid,
and for the purpose of inducing the purchase of their products, and
the purchase of distributorships and participation in their multi-
level marketing program, the respondents have made, and are now
making numerous statements and representations in certain promo-
tional materials, including, but not limited to, film strips, long play
records, recorded tapes, news letters, information manuals, market-
ing plan booklets, meeting scripts and other materials.

Typical and illustrative of said statements and representations,
but not all inclusive thereof, are the following:

1. By the time you get the job done, you may have fifty retailers and twen-

ty-five sub-wholesalers * * * [sic].
2. With a little work it is obvious that you could become a direct distributor

your second month with the company.

3. We’ll show you how you can earn * * * §100—$300—3$500 a month and
for those a little more serious, $1000 and $2,000 per month and more.

100 for working approximately two hours a day.

This is the position that is designed to earn $2,000, $3,000 a month and up,
and we've got lots of folks, some of them right here in this room, today, who
are doing that.

4. It has worked time and time again for hundreds of people in Bestline.

There is no limit to the number of direct distributors that you are allowed
to recruit nor to the new areas you can open up with your business.

Par. 7. By and through the use of the above-quoted statements
and representations, and others of similar import and meaning, but
not expressly set out herein, and for the purpose of inducing partici-
pation by others in their said marketing program and the purchase
of their said merchandise, respondents and their agents and repre-
sentatives, represent, and have represented, dlrectly or by implica-
tion, to plospectlve participants, that:

1. Tt is not difficult for investors to recruit and retain persons who
will invest in said program as distributors and as sales personnel to
work home routes and sell respondents’ products door-to-door so as to
enable said investors to recoup their investment and to earn the rep-
resented profits set forth herein.

2. It is not difficult for participants to ascend to a higher level of
distribution within the marketing chain so as to increase the chances
of said participants to recoup then' investment and to earn the Tep-
resented profits set forth herein.
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3. Participants in their said marketing program have the poten-
tiality and reasonable expectancy of receiving large profits or earn-
ings. :

4. The said marketing program is commercially feasible for all
participants and the supply of available entrants and investors is
virtually inexhaustible.

Par. 8. In truth and in fact:

1. Tt is difficult for investors to recruit and retain persons who
will invest in said program as distributors and as sales personnel to
work home routes and sell respondents’ products door-to-door so as
to enable said investors to recoup their investment and to earn the
represented profits set forth herein.

2. It 1s difficult for participants to ascend to a higher level of dis-
tribution within the marketing chain so as to increase the chances of
said participants to recoup their investment and to earn the repre-
sented profits set forth herein.

3. For the reasons hercinabove set forth, participants in respond-
ents’ marketing program do not have the potentiality and reasonable
expectancy of receiving large profits or carnings. ‘

4. The said marketing program is not commercially feasible for
all participants and by the nature of the said marketing plan as
hercin desceribed the supply of available entrants and investors must
ultimately be exhausted.

Therefore, the statements and representatives as set forth in Para-
graphs Six and Seven have been and are false, niisleading and de-
ceptive. :

Par. 9. Respondents’ merchandising program is in the nature of a
lottery in that participants ave induced to invest substantial sums of
money on the possibility that by the activities and efforts of others,
over whom they exercise no control or direction, they will receive
the profits described in Paragraphs Four and Six hevein. The reali-
zation of such financial gainis not dependent on the skill and effort
of the individual participant, but is the result of elements of chance
meluding the number of prior participants and the degree of satura-
tion of the market which exists when the participant is induced to
malte his investment. -

The use by respondents of a multi-level marketing program,
which is in the nature of a lottery, is contrary to the established
public policy of the United States and is an unfair act and practice.

Par. 10. In the conduct of their business, at all times mentioned
herein, respondents have been in substantial competition in com-
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‘merce with corporations, firms and individuals in the sale of home
‘care products of the same general kind and nature as those sold by
respondents.

Par. 11. The use by the respondents of the aforesaid false, mis-
leading and deceptive, statements, representations, and practices has
had, and now has, the capacity and tendency to mislead members of
the public into the erroneous and mistaken belief that said state-
ments and representations were and are true and into the investment
of substantial sums of money to participate in the respondents’ mul-
ti-level marketing program and the purchase of substantial quanti-
ties of respondents’ products by reason of said erroneous and
mistaken belief. v

Par. 12. The aforesaid acts and practices of the respondents, as
herein alleged, were and are all to the prejudice and injury of the
public and of respondents’ ecompetitors and constituted and now con-
stitute, unfair methods of competition in commerce and unfair meth-
ods and deceptive acts and practices in commerce, in violation of
Section 5 of the Federal Trade Comission Act.

Drcisioxn anp Orner

The Commission having heretofore determined to issue its com-
plaint charging the respondents named in the caption hereof with
violation of the Federal Trade Commission Act, and the respondents
having been served with notice of said determination and with a
copy of the complaint the Commission intended to issue, together
with a proposed form of order; and

The respondents and counsel for the Ceommission having there-
after exceuted an agreement containing a consent order, an admission
by the respondents of all the jurisdictional facts set forth in the
complaint to issue hevein, a statement that the signing of said agree-
ment is for settlement purposes only and does not constitute an ad-
mission by respondents that the Iaw has been violated as alleged in
such complaint, and waivers and other provisions as required b' the
Commission’s Rules; and .

The Commission having considered the agreement and having ac-
cepted same, and the agreement containing consent order ha‘ving
thereupon been placed on the public record for a period of thirty
(30) days, and having duly considercd the comments filed thereafter
pursuant to § 2.34(b) of its Rules, now in further conformity with
the procedure prescribed in § 2.34(b) of its Rules, the Commission
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hereby ‘issues its complaint in the form contemplated by said agree-
ment, makes the following jurisdictional findings, and enters the fol-
lowing order:

1. Respondent Bestline Products Corporation, is-a corporation or-
ganized, existing and doing business under and by virtue of the laws
of the State of California, with its principal office and place of
business located at 2350 Trimble Road, San Jose, California.

Respondent Bestline Products, Inc., is a4 corporation organized, ex-
isting and doing business under and by virtue of the laws of the
State of California, with its principal office and place of business lo-
cated at 2350 Trimble Road, San Jose, California. Tt is a wholly-
owned subsidiary of Bestline Products Corporation. :

Respondents William E. Bailey and Robert W. DePew are oﬁicers
and stockholders of the corporate respondents. Their address is the
same as that of the corporate respondents.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the Iespondents, and the proceed-
ing is in the public interest.

ORDER

1t is ordered, That respondents Bestline Products, Inc., Bestline
Products Corporation, corporations, and their officers and William
E. Bailey and Robert W. DePew, individually and as officers of said
corporation and respondents’ agents, representatives and employees,
directly or through any corporate or other device in connection with
the advertising, offering for sale, sale or distribution of household,
industrial or commercial cleaners or waxes or other products or of
distributorships or franchises in a multi-level or other marketing
program or with the seeking to induce or inducing the participation
of persons, firms, or corporations in a multi-level or other marketing
program in commerce, as “commerce” is defined in the Federal
Trade Commission Act, do forthwith cease and desist from :

1. Operating or, directly or indirectly, participating in the
operation of any multi-level marketing program wherein the fin-
ancial gains to the participants are dependent upon the contin-.
ued, successive recruitment of other participants.

2. Offering to pay, paying or authorizing the payment of any
finder’s fee, bonus, override, commission, cross-commission, dis-
count, rebate, dividend or other -consideration to any
participants in respondent’s multi-level marketing program for
the solicitation or recruitment of other participants therein.

3. Offering to pay, paying or authorizing payment of any
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bonus, override, commission, cross-commission, discount, rebate,
dividend or other consideration to any person, firm or corpora-
tion in connection with the sale of any product or service under
respondent’s multi-level marketing program unless such person,
firm or corporation performs a bona fide and essential supervi-
sory, distributive, selling or soliciting function in the sale and
delivery of such products to the ultimate consumer.

4. Requiring prospective participants or participants in re-
spondents’ said program to purchase the product or pay any
other consideration, other than payment for the actual cost of
necessary sales materials, in order to participate in any manner
therein: Provided, however, That respondents may require or
may suggest the purchase of specific and reasonable inventories
only, by any distributor, on the express condition that respond-
ents at the same time agree to repurchase any unused and undam-
aged portion of an initial inventory from any purchaser
thereof at full cost less reasonable shipping costs, if any, within
90 days from the delivery of the product at the option of the
purchaser; Provided further, however, that if inventory costs
reach $500 or more, within said 90 day period, then said obliga-
tion to repurchase shall cease immediately upon participant’s
tendering a subsequent order to purchase the product.

5. Using any multi-level marketing program, either directly
or indirectly :

(a) Wherein any finder’s fee, bonus, override, commission,
cross-commission, discount, rebate, dividend or other com-
pensation or profit inuring to participants therein is de-
pendent on the element of chance dominating over the skill
or judgment of the participants; or

(b) Wherein no amount of judgment or skill exercised by
the participant has any appreciable effect upon any finder’s
fee, bonus, override, commission, cross-commission, discount,
rebate, dividend or other compensation or profits which the
participant may receive; or

(¢) Wherein the participant is without that degree of
control over the operation of such plan as to enable him
substantially to affect the amount of any finder’s fee, bonus,
override, commission, cross-commission, discount, rebate,
dividend or other compensation or profit which he may re-
ceive or be entitled to receive.

6. Using any multi-level marketing program which fails to:

(a) Inform orally all participants in respondents’ multi-
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level marketing programs and to provide in writing in all
contracts of participation that the contract may be can-
celled for any reason by notification to respondents in writ-
ing within three working days from the date of execution
of such contract.

(b) Refund immediately all monies to (1) participants
who have requested contract cancellation in writing within
three working days from the exccution thereof, and (2)
participants showing that respondents’ contract solicitations
or pnllolmanu, were attended by or involved \1omhon of
any of the provisions of this order.

tepresenting, directly or by implication, that participants

in u,spondonts multi-level marketing programs will earn or re-
celve any stated or gross or net amount; or representing, in any
manner, the past carnings of participants unless in fact the past
carnings represented are those of a substantial number of par-
ticipants in the community or geographical area in which such
representations are made and accurately reflect the average
carnings of these participants under circumstances similar to
those of the participant or prospective participant to whom the
representation is made.

8. Representing, directly or by implication, that it is not dif-
fieult for participants to recruit or retain persons to invest in
respondents’ multi-level marketing programs as distributors or
as sales personnel to work home routes or sell respondents’ prod-
uets door-to-door or any other manner.

9. Representing, directly or by implication, that it is not dif-
ficult for participants to ascend to a higher level of distribution
within the marketing chain.

10. Representing, directly or by implication, that all partici-
pants in the respondents’ multi-level marketing program or any

ther sales program will succeed.

11. Representing, directly or by implication, that the supply
of available entrants or investors in the rospondents’ marketing
program is inexhaustible; or misrepresenting, in any manner,

. the availability of such entrants or investors.

12. (a) Failing to disclose, orally and in writing, the terms of
this order to cease and desist to all present and future distribu-
tors, salesmen or otlier persons engaged in the sale of respond-
ents’ products, services, or merchandising programs, and secur-
ing from each such distributor, salesmen or other person a
signed statement evidencing receipt of said disclosure.
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(b) Failing to malke available on request a copy of this cease
and desist order to any participant or prospective participant.

It is fuither ordered, That respondents notify the Commission at
least thirty (30) days prior to any proposed change in the corporate
respondent, such as dissolution, assignment or sale resulting in the
emergence of a successor corporation, the creation or dissolution of
subsidiaries or any other change in the corporation which may aflect
compliance obligations arising out of this order.

It is further ordered, That the vespondent cmpomhons shall
forthwith, distribute a copy of this order to each of their operating
divisions.

It is further ordered, That the respondents herein shall within
sixty (60) days after service upon them of this order, file with the
Commission a report, in writing, setting forth in detail the manner
and form in which they have complied with this order.

I~ o MATTER OF
DRUG FAIR, INC., trapixe as DRUG FAIR

CONSENT ORDER, ETC., IN REGARD TO TIIE ALLEGED VIOLATION OF
THE FEDERAL TRADE COMMISSION ACT

Docket ¢-1987. Complaint, July 23, 1971—Dccision, July 23, 1971

Consent order requiring a chain of retail drugstores with headquarters in Al-
exandria, Va., to cease preticketing private brand merchandise with any
stated price, using the words “SUMMER DISCOUNTS” and other special
words unless the price is an actual discount, misrepresenting that the cus-
tomer is afforded a savings, and failing to m‘unmm adequate records to
support savings claims.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission, having reason to believe that Drug Fair, Inc., a
corporation, trading as Drug Fair, and certain subsidiary corpora-
tions of Drug Fair, Inc., hereinafter referred to as respondents, have
violated the provisions of said Act, and it appearing to the Commis-
sion that a proceedinfr by it in respect thereof would be in the public
interest, hereby issues its complaint stating its chal ges in that re-
spect as follows:

Paracrarn 1. Respondent Drug Fair, Inc., trading as Drug Fair,
is a corporation organized, existing and doing business under and by
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virtue of the laws of the State of Maryland, with its principal office
and place of business located at 6315 Bren Mar Drive, in Alexan-
dria, Commonwealth of Virginia. Respondent from its aforemen-
tioned principal place of business is responsible for all the acts and
practices of the aforementioned subsidiary corporations hereinbefore
referred to as respondents in this complaint.

Par. 2. Respondent is now, and for some time last past has been,
engaged in the operation of a chain of retail drug stores and in the
advertising, offering for sale, and sale of drugs, cosmetics, film, de-
veloping and printing film and other articles of merchandise and
service to the public, at retail.

Par. 3. In the course and conduct of its business as aforesaid, re-
spondent now causes, and for some time last past has caused, its said
merchandise to be shipped from its principal place of business in the
Commonwealth of Virginia to its retail outlets located in various
other States of the United States and in the District of Columbia,
and has operated retail drug stores wherein its said goods and serv-
ices have been sold and distributed wholly within the geographical
confines of the District of Columbia; and has advertised its mer-
chandise and services in newspapers and by radio and television cir-
culated, distributed and transmitted among and between the several
states and the District of Columbia, and maintains, and at all times
mentioned hercin has maintained, a substantial course of trade in
said products and services in commerce, as “commerce” is defined in
the Federal Trade Commission Act.

Par. 4. In the course and conduct of its business as aforesaid, and
for the purpose of inducing the purchase of its merchandise, re-
spondent has caused certain of its private brand merchandise to be
preticketed with various price amounts and has made, and is now
making, numerous statements and representations respecting the sell-
ing price and savings for such articles and other non-preticketed
merchandise and services in advertisements inserted in newspapers
of general interstate circulation, by means of radio and television
broadcasts, and by other means in commerce, as “commerce” is de-
fined in the Federal Trade Commission Act.

Typical and illustrative of the foregoing, but not all inclusive

fhereof, are the following:

ANNIVERSARY SALE * * # SULBIER CLEARANCE * * *
AUTOMOYIVE SPECIAL * * # 69¢ DRUG FAIR
2.50 SUPER STAINLESS
BUCKINGHAM DOUBTE BDGE
5-gt. SAT 10W30 BLADDS
MOTOR OIL PACK OF 5

S

99¢ E _18(/. EE
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SUMMER DISCOUNTS * * * ‘When you pick up your
109 ' * finished prints ‘
DRUG FAIR " we will give you a
STAINLESS FREE ROLL OF KODAK FILM
DOUBLE EDGE for each and every
BLADES . roll you had )
10’s developed and printed.
88¢ * * *
89¢ DRUG FAIR FREE
INJECTOR KODAK
BLADES FILM
64¢

7 Stainless injector blades * * *

Par. 5. By and through the use of the above-quoted statements
and representations, and others of similar import and meaning not
expressly set out herein, respondent has represented, and is now rep-
resenting, directly or by implication, that:

1. The preticketed prices shown on respondent’s razor blades and
motor oil are the prices at which respondent has made a bona fide
offer to sell or has sold said merchandise on a regular basis for a
reasonably substantial period of time in the recent, regular course of
its business. ' S

2. The advertised preticketed prices for respondent’s razor blades
and motor oil are the prices at which respondent has made a bona
fide offer to sell or has sold said merchandise on a regular basis for
a reasonably substantial period of time in the recent, regular course
of its business and that purchasers save the difference between said
higher preticketed prices and respondent’s advertised selling price.

3. Bach of the articles of merchandise offered for sale in the ad-
vertisements bearing the words “Summer Discount,” “Hohd‘ty Dis-
count,” “Summer Clealance,” “Automotive Special,” or other words
of SImllar lmpoxt and meaning, were being offered for sale at special
or reduced prices from the prlces at which respondent has made a
bona fide offer to sell or has sold said.merchandise on a regular
basis for a reasonably substantial period of time in the recent, regu-
lar course of its business and that purchasers realized a savings be-
tween respondent’s regular price and its advertised price for such
merchandise.

4. Customers will receive a free roll of Kodak film for each and
every roll of film developed and printed. :

Par. 6. In truth and in fact:

1. The preticketed prices shown on respondent’s razor blades and
motor oil are not the pllC(‘S at which respondent has made a b(nn

4{0—?85——7’
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fide offer to sell or has sold said merchandise on a regular basis for
a reasonably substantial period of time in the recent, regular course
of its business.

2. The advertised preticketed prices for respondent’s razor blades
and motor oil are not the prices at which respondent has made a
bona fide offer to sell or has sold said merchandise on a regular basis
for a reasonably substantial period of time in the recent, regular
course of its business and purchasers do not save the difference be-
tween the higher pretlclxeted prices and respondent’s advertised sell-
ing price.

3. Each of the articles of merchandise offered for sale in the ad-
vertisements bearing the words, “Summer Discount,” “Holiday
Discount,” “Summer Clearance,” “Automotive Specml ” or other
words of similar import and meaning were not being offered for sale
at special or reduced prices from the price at which respondent has
made a bona fide offer to sell or has sold said merchandise on a reg-
‘ular basis for a reasonably substantial period of time in the recent,
regular course of its business and purchasers do not realize a savings
between respondent’s regular price and its advertlsed pI’lCP for such
merchandise.

4. Customers do not receive a free roll of Kodak film for each and
every roll developed and printed; the developing and printing
charges include the cost of the replacement roll of film.

Therefore, the aforesaid statements, representations, acts fxnd p1 ac-
tices were, and are, false, misleading and deceptive. :

Par. 7. In the conduct of its aforesaid business and at all times
mentioned herein, respondent has been, and is now, in substantial
competition, in commerce, with corporations, firms and individuals
engaged in the advertising, offering for sale and sale of merchandlse
and services of the same general Lmd and nature as that sold by re-
spondent.

Par. 8. The use by respondent of the aforesaid false, misleading
and deceptive statements, representations, acts and practices has had,
and now has, the capacity and tendency to mislead members of the
purchasing public concerning the savings available to them on re-
spondent’s merchandise and, more generally, to mislead them into
the erroneous and mistaken belief that said statements and represen-
tations are true and into the purchase of substantial quantities of re-
spondent’s merchandise and services by reason of said erroneous and
mistaken belief. _

Par. 9. The acts and practices of respondent as set forth above
were, and are, all to the prejudice and injury of the public and of
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respondent’s competitors and constituted, and now constitute, unfair
methods of competltlon in commerce and unfair and deceptive acts
and practmes in commerce in violation of Section 5 of the Fedel al

dee Commlssmn Act.
Drcision aNp ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the mption
Lereof, and. the respondents having been furnished thereafter with a
copy of a draft of complaint which the Washington Area Field
‘Office proposed to present to the Commission for its consideration
‘and which, if issued by the Commission, would charge respondents
with violation of the Federal Trade Commission Act; and

The respondents and counsel for the Commlssmn having there-
“after executed an agreement containing a consent order, an admission
by -the respondents of all the jurisdictional facts set forth in the
aforesaid draft of complaint, a statement that the signing of said
agreement is for settlement purposes only and does not constitute an
admission by respondents that the law has been violated as alleged
in such complaint, and waivers and other prov131ons as required by
the Commission’s Rules; and

The -Commission havmcr thereafter cons1dered the matter and hav-
ing determined that it had reason to believe that the respondents
have violated the said Act, and that complaint should issue stating
its charges in that respect, and having thereupon accepted the exe-
cuted consent agreement and placed such agreement on the public
record and having duly considered the comments filed thereafter
pursuant to Section 2.34(b) of its Rules, now, in further conformity
with the procedure prescribed in such Rule, the Commission hereby
issues its complaint in the form contemplated by said  agreement,
makes the following ]ullsdlctlonal findings, and enters the following
order: .

1. Respondent Drug Fair, Inc., trading as Drug Falr, is a corpo-
ration organized, existing and domg business under and by virtue of

" the laws of the State of Maryland, with its prmmpal office and place
of business located at 6315 Bren Mar Drive, in Alexandria, Com-
monwealth of Virginia. Respondent from its aforementioned princi-
pal place of business is responsible for all the acts and practices of
its subsidiary corporations. ‘

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents and the proceeding
isin the public interest.
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ORDER

1t is ordered, That respondent Drug Fair, Inc., a corporation, and
its officers, and its subsidiaries and their officers, trading as Drug
Fair, or under any other trade name or names and respondent’s
agents, representatives and employees, directly or through any cor-
porate or other device, in connection with the advertising, offering
for sale, and sale of drugs, cosmetics, film, developing and printing
film or any other products or services, in commerce, as “commerce”
.is defined in the Federal Trade Commission Act, do forthwith cease
and desist from:

1. Preticketing private brand merchandise with any stated
price, or representing, directly or by implication, that any price
amount is respondent’s regular price for any article of merchan-
dise unless said amount is the price at which such merchandise
has been sold or offered for sale in good faith by respondent for
a reasonably substantial period of time in the recent, regular
course of its business and not for the purpose of establishing fic-
titious higher prices upon which a deceptive comparison might
be based.

2. Using the words “sSUMMER CLEARANCE,” “SUMMER DIS-
COUNTS,” “SPECIAL,” or any other word or words of similar im-
port or meaning unless the price advertised for any of respond-
ent’s merchandise being offered for sale constitutes a reduction
in an amount not so insignificant as to be meaningless, from the
actual bona fide price at which the advertised merchandise was
sold or offered for sale to the public on a regular basis by re-
spondent for a reasonably substantial period of time in the re-

 cent course of its business: Provided, howewver, That respondent
may use such words or expressions of similar import, as men-
tioned above, in advertising or other promotional materials con-
taining non-sale items if clear and conspicuous disclosure is
made in immediate conjunction with said representations that
non-sale items are contained therein and if said non-sale items
are distinctively identified.

. 3. Representing, in any manner, that by purchasing any of
respondent’s merchandise customers are afforded savings
amounting to the difference between réspondent’s stated price
and respondent’s former price unless such merchandise has been
sold or offered for sale in good faith at the former price by re-
spondent for a reasonably substantial period of time in the re-
cent, regular course of its business. '



117 Decision and Order

4. Failing to maintain adequate, records, (a) which disclose
the facts upon which any savings claims, including former pric-
ing c]alms, sale claims and similar representations of the type as
set forth in Paragraphs One through Three of this order are
based, and (b) from which the validity of any savings claim, in-
cluding former pricing claims, sales claims and similar represen-
tations of this type described in Paragraphs One through Three
of this order can be determined.

5. Misrepresenting in any manner, the price at which any of
respondent’s merchandise is sold at retail or the savings afforded
in the purchase thereof

6. Representing, dir ectly or indirectly, that any ‘article of
merchandise is belng given free or without charge or cost or as
a gift, in connection with the purchase of other merchandise,
unless the stated price of the merchandise required to be pur-
chased in order to obtain said article is the same or less than the
customary and usual price at which such merchandise has been
sold separately for a substantial period of time in the recent
and regular course of respondent’s business.

It is further ordered, That respondent deliver a copy of this order
to all present and future personnel of Iespondent engaged in offer-
ing for sale, or sale of any product or in any aspect of preparation,
creation, or placing of advertising, and that respondent secure a
signed statement acknowledging receipt of said order from each
such person.

1t is further ordered, That the respondent corporation shall forth- ‘
with distribute a copy of this order to each of its operating divisions
and to each of its subsidiary corporations.

It is further ordered, That respondent notify the Commission at
least thirty (30) days prior to any proposed change in the cor poxate
respondent such as dissolution, assignment or sale resulting in the
emergence of a successor corporation, the creation or dissolution of
subsidiaries, or any other change in the corporation which may af-
fect compliance obligations arising out of this order.

It is further ordered, That the acts and practices of respondent
Drug Fair, Inc.’s, subsidiaries, unnamed herein, will be subject to the
terms and provisions of this order just as if the respondent Drug
Fair, Inc.’s, said unnamed subsidiaries were individually named
herein. ‘

It is further ordered, That the respondent herein shall within
sixty (60) days after service upon it of this order file with the Com-
mission a report, in writing, setting forth in detail the manner and
form in which it has complied with this order.
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In THE MATTER OF
UNION CARBIDE.CORPORATION

CONSENT ORDER, ETC., IN- REGARD TO THE ALLEGED VIOLATION OF
- THE FEDERAL TRADE COMMISSION ACT

Docket 8811. ()’omplamt, Mar. 25, 1970 *—D_ecisifm, July 26‘, 1971

Consent order requiring a New York City manufacturer and seller of an auto-
mobile antifreeze described as Prestone antifreeze to cease advertlsmg such
product by pr exentlng a demonstration which is pelformed unfanlv or de-
ceptively exaggerates or distorts the normal condition of use.

CoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
and by virtue of the authority vested in it by said Act, the Tederal
Trade Commission, having reason to believe that Union Carbide
Corporation, a corporation, hereinafter referred to as respondent,
has violated the provisions of said Act, and it appearing to the
Commission that a proceeding by it in respect thereof would be in
the public interest, hereby issues its complaint stating its charges in
that respect as follows: :

Paragrarir 1. Respondent Union Carbide Corporation is a corpora-
tion organized, existing and doing business under and by virtue of
the laws of the State of New York with its prinecipal office and place
of business located at 270 Park Avenue, in the city of New York,
State of New York. , :

Par. 2. Respondent now, and for some time past, has been en-
gaged in the manufacture, sale and distribution of an automobile an-
tifreeze described as Prestone antifreeze, which, when sold is
shipped to purchasers located in various States of the United States.
Thus respondent maintains, and at all times mentioned herein has
mammmed, a substantial course of trade in said automobile anti-
freeze in commerce as “commerce” is defined in the F° edeml Trade
Commission Act. :

Par. 3. Respondent at all tlmes mentioned herem has been and
now is in substantial competition' in commerce with individuals,
firms and corporations engaged in the sale and distribution of auto-
mobile antifreeze. o

- Par. 4. In the course and conduct of its business, and for the pur-

_ *Repoited as amended by hearing examiner’s order of May 12, 1970. Respondents name
was ineorvectly stated in the complaint as “Union Carbide Company.”
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pose of inducing the sale of its said product, respondent extensively
employs advertising in national and regional magazines and other
publications and on network and local television and through var-
ious other outlets including point of sale displays. Respondent’s.
major advertising theme consists of a so-called “Acid-Test” demon-
stration. - : :

Par. 5. The so-called “A(nd Test” demonstratlon is performed in
the following manner: Two metal strips, one dipped in Prestone an-
tifreeze and the other in ‘“ordinary antifreeze,” are immersed in a
solution of acid. The metal strip dipped in “ordinary antifreeze” is
destroyed by the acid but the strip dlpped in Prestone is not. The
aforesaid advertisements emphasize the extra protectlon the “Mag-
netic Film” in Prestone gives against corrosion.

Par. 6. Through the use of the aforesaid demonstration and the’
statements used in connection therewith, I"esponde‘nt' represents, di-
rectly or by implication, that such demonstration is evidence which
actually proves how Prestone antifreeze protects against the acid’
corrosion which actually occurs in an automobile cooling system, and
that such demonstration is evidence which actually proves the supe--
riority of Prestone antifreeze over competing brands.

Par. 7. In truth and in fact: (1) the acid solution used in the
demonstration is not of the same kind and concentration as that nor-
mally found in an automobile cooling system; (2) the metal strips
used are not the same kind or quality of metal from which the auto-
mobile eooling system parts involved are usually manufactured; (3)
the corrosive effect on the metal strips by the acid which is depicted
is not the same effect as that which occurs in an automobile cooling
system; (4) the concentration of Prestone antifreeze and the homo-
geneity of the mixture used in the demonstration is not the same as
that which is actually found in an automobile cooling system.

Therefore, the said pictorial demonstration, including the state-
ments and representations used in connection therewith, is not evi-
dence which actually proves the corrosion protection qualities of
Prestone antifreeze and is not evidence which actually proves the
comparative merits of Prestone antifreeze and competing brands of
antifreeze and therefore it is false, misleading and deceptive.

Par. 8. The use by the respondent of the aforesaid invalid
demonstration and the false, misleading and deceptive statements
and representations used in connection therewith has had, and now
has, the tendency and capacity to mislead and deceive a substantial
portion of the purchasing public into the erroneous and mistaken be-
lief that said statements and representations were and are true, and
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into the purchase of a‘substantial quantity of respondent’s Prestone
antifreeze because of such erroneous and mistaken belief. ’

Par. 9. The aforesaid acts and practices of respondent, as herein
alleged, were, and are, all to the prejudice and injury of the public
and of respondent’s competitors, and constituted, and now constitute,
unfair and deceptive acts and practices and unfair methods of com-
petition in commerce, in violation of Section 5 of the Federal Trade
Commission Act. ’ '

‘ DEectsioN AND ORDER

The Commission having issued its complaint on March 31, 1971,
charging respondent with violation of the Federal Trade Commis-
sion Act, and the respondent having been served with a copy of that
complaint; and

The Commission having duly determined upon a joint motion of
complaint counsel and respondent’s counsel that in the circumstances
presented the public interest would be served by waiver here of the
provisions of Section 2.34(d) of its Rules that the consent order pro-
cedure shall not be available after issuance of complaint; and

The respondent, its counsel and complaint counsel having executed
an agreement containing a consent order, an admission by respond-
ent of all the jurisdictional facts set forth in the complaint, a state-.
ment, that the signing of said agreement is for settlement purposes
only and does not constitute an admission by respondent that the
law has been violated as set forth in such complaint, and waivers
and provisions as required by the Commission’s rules; and

The Commission having considered the aforesaid agreement and
having determined that it provides an adequate basis for appro-
priate disposition of this proceeding, the agreement is hereby ac-
cepted, the following jurisdictional findings made, and the following
order is entered : ‘

1. Respondent Union Carbide Corporation is a corporation orga-
nized, existing and doing business under and by virtue of the laws
of the State of New York, with an office and principal place of busi-
ness located at 270 Park Avenue, in the city of New York, State of
New York. '

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent, and the proceeding
is in the public interest. '

ORDER

It is ordered, That respondent Union Carbide Corporation, a cor-
poration, its officers, representatives, agents and employees, directly
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or through any corporate or other device, in connection with the of-
foung for sale, sale and distribution of Prestone antifreeze or any
“otlier retail consumer product in commerce, as “commerce” is defined
“in the Federal Trade Commission Act, do forthwith cease and desist
from:

" Advertising any such product by presenting a demonstration,
including a test or experiment, that appears or purports to be
proof of any fact that is material to inducing the sale of the
product, but which does not prove such fact because the condi-
tions under which said demonstration is performed unfairly or
deceptively exaggerate or distort normal conditions of use.

- Its is further ordered, That the respondent corporation shall
forthwith distribute a copy of this order to each of its operating
divisions.

1t is further ordered, That respondent notify the Commission at
least 30 days prior to any proposed change in the corporate respon-
dent such as dissolution, assignment or sale resulting in the emer-
gence of a successor corporation, the creation or dissolution of sub-
sidiaries or any other change in the corporation which may effect
compliance obligations arising out of the order.

1t is further ordered, That respondent shall, within sixty days (60)
after service of the order upon it, file with the Commission a report
in writing setting forth in detail the manner and form of its com-
pliance with the order to cease and desist.

IN THE MATTER OF
DON DAVIS PONTIAC, INC., ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF
THE FEDERAL TRADE COMMISSION AND THE TRUTH IN LENDING ACTS

Docket C-1988. Complaint, July 26, 1971—Decision, July 26, 1971

Consent order requiring a Buffalo, N.Y., dealer in new and used automobiles to
cease violating the Truth in Lending Act by failing to make the consumer
credit cost disclosures required by Regulation Z and failing to make other
disclosures.

CoMPLAINT

Pursuant to the provisions of the Truth in Lending Act and the
1mplement1nrr regulations thereunder, and the Federal Trade Com-
mission Act, and by virtue of the authority vested in it by said Acts,
the Federal Trade Commission having reason to believe that Don
Davis Pontiac, Inc., a corporation, and Donald L. Davis, individu-
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ally, and as president of said corporation, hereinafter referred to as

‘respondents have violated the provisions of said Acts and imple-
menting regulations, and it appearing to the Commission that a pro-
‘ceeding by it in respect thereof would be in the public interest,
hereby issues its complalnt stating its charges in that respect as fol-
lows:

ParacrarH 1. The respondent Don Davis Pontiac, Inc., is a corpo-
ration organized, existing, and doing business under and by virtue
of the laws of the State of New York; with its prineipal office and

“place of business located at 2845 Bailey Avenue, Buffalo, New York.

Respondent Donald L. Davis is the president of the corporate re-
spondent. He formulates, directs and controls the acts and practices
of the corporate respondent, including the acts and practices herein-
after set forth. His address is the same as that of the corporate re-
spondent

Par. 2. Respondents are now and for some time last past have
been engaged in the offering for sale and the sale and service of new
and used automobiles to the pubhc at retail. :

Par. 3. In the ordinary course and conduct of their busmess, as
aforesaid, respondents arrange for the extension of consumer credit
or offer to extend or arrange for the extension of such credit as
“consumer credit” is defined in Regulation Z, the implementing reg-
ulation .of the Truth in Lending Act, duly promulgated by the
Board of Governors of the Federal Reserve System. -

Par. 4. Subsequent to July 1, 1969, respondents in the ordinary
course and conduct of their business _and in connection with their
credit sales as “credit sale” is defined in Regulation Z, many times
have caused ‘and: are causing its customers to execute a Purchase
Agreement for the purchase of either a new or used automobile on
credit, as “credit” is defined by Regulation Z. Subsequently, at the
time of delivery, after the credit transaction is consummated for ei-
ther the new or used car, proposed respondents usually have its cus-
tomers execute a Retail Installment Contract. Only the Retail In-
‘stallment Contract contains the consumer credit cost dlsclosures
-required by Regulation Z. '

Therefore, 1espondents have fmled to make the consumer. credit
cost disclosures required by Regulation Z, before the transaction is
~consummated, as required by Section 226.8 (a) of the Regulatlon

‘Par. 5. Pursuant to Section 103(q) of the Truth in Lending Act,
respondents aforesaid failure to comply with Regulation Zconsti-
tutes a violation of that Aect, and pursuant to Sectlon 108 thereof,
respondents hfwe thereby v101‘1ted the Federal Trade Commlssmn
Act. ‘ ,
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The Federal Trade Commission, having initiated an investigation
of certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint which the Commission staff proposed
to present to the Commission for its consideration and which, if is-
sued by the Commission, would charge respondents with violation of
the Federal Trade Commission Act, and

The respondents and counsel for the Commission having there-
after executed an agreement containing a consent order, an admission
by the respondents of all the jurisdictional facts set forth in the
aforesaid draft of complaint, a statement that the signing of said
agreement is for settlement purposes only and does not constitute an
admission by respondents that the law has been violated as alleged
in such complaint, and waivers and other provisions as required by
the Commission’s Rules; and

The Commission havmg thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondents
have violated the said Act, and that complaint should issue stating
its charges in that respect, and having thereupon accepted the exe-
cuted consent agreement and placed such agreement on the public
record for a period of thirty. (30) days, now in further conformity
with the procedure prescrlbed in Section 2.34(b) of its Rules, the
Commission hereby issues its complaint, makes the following juris-
dictional findings, and enters the following order:

1. Respondent Don Davis Pontiac, Inc, is a c¢orporation orga-
nized, existing and doing business under and by virtue of the laws
of the State O# New Xork with its principal office and place of busi-
ness located at 2845 Bailey Avenue, Buffalo, New York. Respondent,
Donald L. Davis. is the president of the corporate respondent. He
formulates, directs and controls the policies, acts and practices of
said corporation.

2. The Federal Trade Commlssmn has jurisdiction of the subject
matter of this proceeding and of the respondents and the proceeding
is in the pubhc interest.

ORDER

It is ordered, That respondents, Don Davis Pontlac Inc., a corpo-
ration, and Donald L. Davis, individually and as pres1dent of said
corporaticn, and respondents’ agents, representatives, and employees,
directly, or through any corporate or other device in connection with
any extension or oﬁ’er to extend or arrange for the extension of con-
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sumer credit as “consumer credit” is defined in Regulation Z (12
CFR Part 226) of the Truth in Lending Act (Public Law 90-321,
15 U.S.C. 1601 et seq.) do forthwith cease and desist from:
1. Failing to make the consumer credit cost disclosures required
by Regulation Z before the transaction is consummated as re-
quired by Section 226.8(a) of the Regulation.
2. Failing in any consumer credit transaction or advertisement
to make all disclosures determined in accordance with Sections
296.4 and 226.5 of Regulation Z in the manner, form and
amount required by Sections 226.6, 226.7, 226.8, 226.9, and 226.10
of Regulation Z.

It is further ordered, That respondents deliver a copy of this
order to cease and desist to all present and future personnel of re-
spondents engaged in the consummation of any extension or ar-
rangement for the extension of consumer credit or in any aspect or
preparation, creation, or placing of advertising and that respondents
secure a signed statement acknowledging receipt of said order from
each such person.

It is further ordered, That respondents notify the Commission at
least thirty (80) days prior to any proposed change in the corporate
respondent, such as dissolution, assignment or sale resulting in the
emergence of a successor corporation, or any other change in the
corporation which may effect compliance obligations arising out of
the order.

It is further ordered, That respondents herein shall within sixty
(60) days after service upon them of this order file with the Com-
mission a report, in writing, setting forth in detail the manner and
form in which they have complied with the order to cease and desist
contained herein.

Ix THE MATTER OF

AMERICAN AUTO SUPPLY CO., INC., poine
BusiNess as RUBENS FURNITURE CO., ET AL

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF
THE FEDERAL TRADE COMMISSION AND THE TRUTH IN LENDING ACTS

Docket C-1989. Complaint, July 26, 1971—Decision, July 26, 1971
Consent order requiring a Rochester, N.Y., furniture and electrical appliance
retail store to cease violating the Truth in Lending Act by failing to dis-
close on its installment contracts the terms annual percentage rate, total
of payments, cash price, unpaid balance of cash price, amount financed,
finance charge, deferred payment price, and other terms required by Regu-
lation Z of said Act.
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Pursuant to the provisions of the Truth in Lending Act and the
implementing regulation promulgated thereunder, and the Federal
Trade Commission Act, and by virtue of the authority vested in it
by said Acts, the Federal Trade Commission, having reason to be-
lieve that American Auto Supply Co., Inc., a corporation, d/b/a
Rubens Furniture Co., and Barney Rubens, individually and as an
officer of said corporation, hereinafter referred to as respondents,
have violated the provisions of said Acts and regulation, and it ap-
pearing to the Commission that a proceeding by it in respect thereof
would be in the public interest, hereby issues its complaint stating
its charges in that respect as follows:

Paracrapu 1. Respondent American Auto Supply Co., Inc, is a
corporation organized, existing and doing business as Rubens Furni-
ture Co., under and by virtue of the laws of the State of New York,
with its principal office and place of business located at 292 East
Avenue, Rochester, New York.

Respondent Barney Rubens is the president of the corporate re-
spondent. He formulates, directs and controls the policies, acts and
practices of the corporate respondent, including the acts and prac-
tices hereinafter set forth. His address is the same as that of the cor-
porate respondent.

Par. 2. Respondents operate a retail store and are now, and for
some time last past have been, engaged in the advertising for sale,
offering for sale and sale of furniture and electrical appliances to
the public.

Par. 3. In the ordinary course and conduct of their business as
aforesaid, respondents regularly extend and for some time last past
have regularly extended consumer credit, as “consumer credit” is de-
fined in Regulation Z, the implementing regulation of the Truth in
Lending Act, duly promulgated by the Board of Governors of the
Federal Reserve System.

Par. 4. Subsequent to July 1, 1969, respondents, in the ordinary
course of their business, as aforesaid, and in connection with their
credit sales, as “credit sale” is defined in Regulation Z, have caused
and are causing customers to execute retail installment contracts,
hereinafter referred to as “the contract.” Respondents do not pro-
vide these customers with any other consumer credit cost disclosures.

By and through the use of the contract, respondents:

1. Failed in some instances to disclose the “annual percentage
rate” accurately to the nearest quarter of one percent, as computed
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in accordance with Section 226.5 of Regulation Z, as required by
Section 226.8(b) (2) of Regulation Z. Respondents understated the
“annual per centage rate” by as much as 6.75 percent.
2. Failed in some instances to disclose the finance charge expressed
as an annual percentage rate, and failed to describe that rate as the
“annual percentage rate,” as required by Section 226.8(b) (2) of Reg-
ulation. Z. .
- 3. Failed in some instances to disclose the number, amount and
due dates or periods of payments scheduled to repay the indebted-
ness and the total amount of such payments, as requlred by Section
226.8(b) (8) of Regulation Z. Respondents also failed in some in-
stances to describe the sum of such payments as the “total of pay-
ments,” as requlred by that section. ’
4. Failed in some instances to use the term “cash price” to de-
scribe the price at which respondents offer, in the regular course of
business, to sell for cash the property or services which are the sub-
ject of the credit sale, as required by Sectlon 226.8(c) (1) of Regula-
tion Z. o

5. Failed in some 1nstances to use the term “unpaid balance of
cash price” to describe the difference between the cash price and the
total downpayment, as required by Section 226.8(c) (3) of Regula-
tion Z.

. 6. Failed in some instances to use the term “amount financed” to
describe the amount of credit extended, as required by Section
226.8(c) (7) of Regulation Z.

7. Failed in some instances to use the term “finance charge” to de-
scribe the sum of all charges required by Section 226.4 of Regulation
Z to be included thereln, as required by Section 226.8(c) (8) (i) of
Regulation Z. ‘ _

8. Failed in some instances to disclose, and in other instances to
disclose accurately, the sum of the cash price, all charges which are
included in the amount financed but which are- not part of the
finance charge, and the finance charge, and failed in some instances
to describe that sum as the “deferred payment price,” all as required
by Section 226.8(c) (8) (ii) of Regulation Z.

Par. 5. Pursuant to Section 103 (k) of the Truth in Lending Act,
respondents’ aforesaid failures to comply with the provisions of
Regulation Z constitute violations of that Act and, pursuant to Sec-
tion 108 thereof, respondents have thereby violated the Federal
Trade Commission Act.
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The Commission having heretofore determined to issue its cowu-
plaint charging respondents named in the caption hereof with viola-
tion of the Federal Trade Commission Act, the Truth in Lending
Act and the implementing Regulation promulgated thereunder, and
respondents having been served with notice of said determination
and with a copy of the complaint the Commission intended to issue,
together with a proposed form of order; and , T

Respondents and counsel for the Commission having thereafter
executed an agreement containing a consent order, an admission by
respondents of all the jurisdictional facts set forth in the complaint
to issue herein, a statement that the signing of said agreement is for
settlement purposes only and does not constitute an admission by re-
spondents that the law has been violated as alleged in such com-
plaint, and waivers and other provisions as required by the Commis-
sion’s Rules; and , : ’

The Commission having considered the agreement and having
accepted same, and the agreement containing consent order having
thereupon been placed on the public record for a period of thirty
(30) days, now in further conformity with the procedure preseribed
in Section 2.34(b) of its Rules, the Commission hereby issues its
complaint in the form contemplated by said agreement, makes the
following jurisdictional findings, and enters the following order :

1. Respondent American Auto Supply Co., Inc., is a corporation
organized, existing and doing business as Rubens Furniture Co.,
under and by virtue of the laws of the State of New York, with its
principal office and place of business located at 292 East Avenue,
Rochester, New York. .

Respondent Barney Rubens is the president of said corporation.
He formulates, directs and controls the policies, acts and practices of
said corporation and his address is the same as that of said corpora-
tion,

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents, and the proceed-
ing is in the public interest.

ORDER

1%t is ordered, That respondents American Auto Supply Co., Inc.,
a corporation, d/b/a Rubens Furniture Co. or under any  other
name, and its officers, and Barney Rubens, individually and as an



134 FEDERAL TRADE COMMISSION DECISIONS
Decision and Order 79 F.1.C.

officer of sajd corporation, and respondents’ agents, representatives,
and employees, directly or through any corporate or other device, in
connection with any extension or arrangement for the extension of
consumer credit, or any advertisement to aid, promote or assist di-
rectly or indirectly any extension of consumer credit as “consumer
credit” and “advertisement” are defined in Regulation Z (12 CFR
Part 226) of the Truth in Lending Act (Public Law 90-321, 15
U.S.C. 1601 et seq.), do forthwith cease and desist from:

1. Failing to disclose the “annual percentage rate” accurately
to the nearest quarter of one percent, as computed in accordance
with Section 226.5 of Regulation Z, as required by Section
226.8(b) (2) of Regulation Z.

2. Failing to disclose the finance charge expressed as an an-
nual percentage rate, and failing to describe that rate as the
“annual percentage rate,” as requlred by Section 226.8(b) (2) of
Regulation Z.

3. Failing to disclose the number, amount and due dates or
periods of payments scheduled to repay the indebtedness and
the total amount of such payments, as required by Section
226.8(b) (3) of Regulation Z. Failing to describe the sum of
such payments as the “total of payments,” as required by that
Section.

4. Failing to use the term “cash price” to describe the price at
which respondents offer, in the regular course of business, to sell
for cash the property or services which are the subject of the
credit sale, as required by Section 226.8(c) (1) of Regulation Z.

5. Failing to usc the term “unpaid balance of cash price” to
describe the difference between the cash price and the total
downpayment, as required by Section 226.8(c) (3) of Regula-
tion 7. '

6. Failing to use the term “amount financed” to describe the
amount of credit extended, as required by Section 226.8(c) (7) of
Regulation Z.

7 Failing to use the term “finance charge” to describe the
sum of all charges required by Section 226.4 of Regulation Z to
be included therein, as required by Section 226.8(c)(8) (i) of
Regulation Z.

8. Failing to disclose, and to disclose accurately, the sum of
the cash price, all charges which are included in the amount
financed but which are not part of the finance charge, and the
finance charge, and failing to describe that sum as the “deferred
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payment price,” all as required by Section 226.8(e)(8) (ii) of
Regulation Z.

9. Failing, in any consumer credit transaction or advertise-
ment, to make all disclosures, determined in accordance with
Section 226.4 and Section 226.5 of Regulation Z, in the manner,
form and amount required by Sections 226.6, 226.7, 226.8, 226.9
and 226.10 of Regulation Z.

1t is further ordered, That respondent deliver a copy of this order
to cease and desist to all present and future personnel of respond-
ents enoadéd in ‘the consummation of any extension of consumer
credit or in any aspect of preparation, creation, or placing of adver-
tising, and that respondent secure a signed statement acknowledging
receipt of said order from each such person.

1t is further orderved, That respondents notify the Commission at
least thirty (30) days prior to any proposed change in the corporate
respondent, such as dissolution, assignment or sale resulting in the
emergence of a successor corporation, the creation or dissolution of
subsidiaries or any other change in the corporation which may affect
compliance obligations arising out of the order.

1t is further ovdered, That each respondent shall, within sixty
(60) days after service upon them of this order, file w1th the Com-
mission a report in writing, setting forth in detail the manner and
form in which they have complied with the order to cease and desist
contained herein.

In THE MATTER OF
OZARK MATTRESS COMPANY, INC., ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF
THE FEDERAL TRADE COMMISSION AND THE TEXTILE FIBER
PRODUCTS IDENTIFICATION ACTS

Docket C-1990. Complaint, July 26, 19,71—])361781:011, July 26, 1971

Consent order requiring a Springfield, Mo., manufacturer and distributor of
mattresses and box springs to cease misrepresenting the number of . coil
springs or other component parts in its products, misbranding the textile
fiber ploducts in its mattresses and cushions, and failing to properly label
previously used material in its products.

CoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Textile Fiber Products Identification Act, and by virtue of

470-883—73——10
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the authority vested in it by said Acts, the Federal Trade Commis-
sion, having reason to believe that Ozark Mattress Company, Inc., a
corporation; and Pete Reynolds, individually and as an officer of
said corporation, hereinafter referred to as respondents, have vio-
lated the provisions of said Acts and the Rules and Regulations pro-
mulgated under the Textile Fiber Products Identification Act, and it
appearing to the Commission that a proceeding by it in respect
thereof would be in the public interest, hereby issues its complaint
stating its charges in that respect as follows:

" ParacrarH 1. Respondent Ozark Mattress Company, Ine., is a cor-
poration organized, existing and doing business under and by virtue
of the laws of the State of Missouri, with its principal office and
place of business located at 2610 West Kearney Street, in the city of
Springfield, State of Missouri.

Respondent Pete Reynolds is an inaividual ana an oticer ot the
corporate respondent. He formulates, directs, -and controls the acts
and ‘practices .of the corporate respondent, including the acts and
practices hereinafter set forth. His business address is the same as
that of the corporate respondent.

Par. 2. Respondents are now, and for some time last past have
been, engaged in the manufacture, advertising, offering for sale, sell-
ing, and distribution of mattresses and box springs to the public.

Par 3. In the course and conduct of their business as aforesaid, re-
spondents now cause, and for some time last past have caused, their
said products, when sold, to be shipped from their place of business
in the State of Missouri to purchasers thereof located in the States
of Arkansas, Tennessee, Kansas, and Oklahoma, and maintain, and
at all times mentioned herein have maintained, a substantial course
of trade in said products in commerce, as “commerce” is defined in
the Federal Trade Commission Act.

COUNT I

Alleging violation of Section 5 of the Federal Trade Commission
Act, the allegations of Paragraphs One, Two and Three above are
incorporated by reference in Count I as if fully set forth verbatium.

Par. 4. In the course and conduct of their business as aforesaid,
and for the purpose of inducing the purchase of their said mat-
tresses and box springs, respondents have represented, directly or by
implication : _

That certain of their mattresses contain a coil count of 312 coils
through the use of labels showing the words and terms “312 Coil
Sleep Dnsemble ”
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" Pag. 5. In truth and in fact such mattresses contain a coil count of
252 coils. o - '

Therefore, the representations as set forth in Paragraph Four here-
of were false, misleading and deceptive. :

Par. 6. In the conduct of their business at all times mentioned
herein, respondents have been in substantial competition, in com-
merce, with' corporations, firms and individuals in the sale of mat-
tresses and box springs of the same general kind and nature as that
sold by respondents. 3

Par. 7. The use by respondents of the aforesaid false, misleading
and deceptive representations has had, and now has, the capacity
and tendency to mislead members of the purchasing public into the
erroneous and mistaken belief that said representations were and are
true and into the purchase of substantial quantities of respondents’
products by reason of said erroneous and mistaken belief.

Par. 8. The aforesaid acts and practices of respondents, as herein
alleged, were and are all to the prejudice and injury of the public
and -of respondents’ competitors, and constituted and now constitute,
unfair methods of competition in commerce and unfair and decep-
tive acts and practices in commerce, in violation of Section 5 of the
Federal Trade Commission Act.

COUNT II

Alleging violation of Section 4(h) of the Textile Fiber Products
Identification Act, the allegations of Paragraphs One, Two and
Three above are incorporated by reference in Count II as if fully
set forth verbatium. '

Par. 9. Respondents are now, and for some time last past have
been engaged in the introduction, delivery for introduction, manu-
facture for introduction, sale, advertising, and offering for sale, in
commerce, and in the transportation or causing to be transported in
commerce, of textile fiber products; and have sold, offered for sale,
advertised, delivered, transported and caused to be transported, tex-
tile fiber products, which had been advertised or offered for sale in
commerce; and have sold, offered for sale, advertised, delivered,
transported and caused to be transported, after shipment in com-
merce, textile fiber products, either in their original state or con-
tained in other textile fiber products; as the terms “commerce” and
“textile fiber product” are defined in the Textile Fiber Products
Identification Act.

Par. 10. Certain of said textile fiber products were misbranded by
respondents within the intent and meaning of Section 4(h) of the
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Textile Fiber Products Identification: Act and the Rules and Regula-
tions promulgated thereunder, in that they were not stamped,
tagged, labeled, or otherwise identified as required under the provi-
sions of said Section 4(h) and in the manner and form prescribed
by the Rules and Regulations promulgated under said Act.

Among such misbranded textile fiber products, but not limited
thereto, were mattresses containing previously used stuffing, bearing
labels showing in words and terms, ‘

All New Material Consisting Of
Innerspring Unit Covered with
Sisal Fibre Pad 35%
TFelted Cotton 65%
consisting of :

(509% Tirst Cut Linters)

) (509, Cotton Picker),
with such mattresses bearing no stamp, tag, or label, approved by the
Commission, indicating in words plainly legible that such mattresses
contained reused stuffing. '

Par. 11. The acts and practices of respondents as set forth in’
Count IT above were, and are, in violation of the Textile Fiber
Prodnets Identification Act and the Rules and Regulations promul-
gated thereunder, and constituted and now constitute, unfair and de-
-ceptive acts and practices in commerce, under the Federal Trade
Commission Act. :
Deciston ANp ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Consumer Protec-
tion proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondents with
violation of the Federal Trade. Commission Act and the Textile
Fiber Products Identification Act; and

The respondents and counsel for the Commission having there-
after executed an agreement containing a consent order, an admission
by the respondents of all the jurisdictional facts set forth in the
complaint to issue herein, a statement that the signing of said agree-
ment is for settlement purposes only and does not constitute an ad-
mission by respondents that the law has been violated as alleged in
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such complaint, and waivers and other provisions as required by the
Commission’s Rules; and

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondents
have violated the said Acts, and that complaint should issue stating
its charges in that respect, and having thereupon accepted the exe-

- cuted consent agreement and placed such agreement on the public
record for a period of thirty (30) days, now in further conformity
with the procedure prescribed in Section 2.84(b) of its Rules, the
Commission hereby issues its complaint, makes the following juris-
dictional findings, and enters the following order:

1. Respondent Ozark Mattress Company, Inc., is a corporation or-
ganized, existing and doing business under and by virtue of the laws
of the State of Missouri, with its office and principal place of busi-
ness located at 2610 West Kearney Street, Springfield, Missouri.

Respondent Pete Reynolds is an officer of the corporate
respondent. He formulates, directs and controls the policies, acts and
practices of the corporate respondent, including the acts and prac-
tices hereimafter set forth. His business address is the same as that
of said corporation.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents, and the proceed-
ing is in the public interest.

ORDER

1

1t is ordered, That respondents Ozark Mattress Company, Inc., a
corporation, and its officers, and Pete Reynolds, individually and as
an officer of said corporation, and respondents’ agents, representa-
tives and employees, directly or through any corporate or other de-
vice, in connection with the manufacture, advertising, offering for
sale, sale, or distribution of mattresses or box springs in commerce,
as “commerce” is defined in the Federal Trade Commission Act, do
forthwith cease and desist from:

1. Representing directly or by implication that respondents’
mattresses and box springs contain any specific coil count or
number of coils except the true and correct number of coils ac-
tually contained in such mattresses and box springs.

2. Misrepresenting in any manner the design, construction of,
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or the component parts and ‘materials used in the manufacture of
respondents’ mattresses and box springs.

II

It is further ordered, That respondents Ozark Mattress Company,
Inc., a corporation, and its officers, and Pete Reynolds, individually
and as an officer of said corporation, and respondents’ representa-
tives, agents and employees, directly or through any corporate or
other device, in connection with the introduction, delivery for intro-
duction, manufacture for introduction, sale, advertising, or offering
for sale, in commerce, or the transportation or causing to be trans-
ported in commerce, of any textile fiber product; or in connection
with the sale, offering for sale, advertising, delivery, transportation,
or causing to be transported, of any textile fiber product whieh has
been advertised or offered for sale in commerce; or in connection
with the sale, offering for sale, advertising, dehvery, transportation,
or causing to be transported, after shipment in commerce, of any
textile fiber product, whether in its original state or: contained in
other textile fiber products, as the terms “commerce” and “textile
fiber product” are defined in the Textile Fiber Products Identifica-
‘tion Act, do forthwith cease and ‘desist. from :

1. ‘Misbranding textile fiber products by falsely or deceptively
stamping, tagging, labeling, invoicing, advertising, or otherwise
identifying mattresses and box springs as containing all new
materials when such products contain stuffing previously used in
other upholstered products, mattresses or cushions.

2. Failing to affix in-a conspicuous manner; to-mattresses and
box springs containing stuffing previously used in other uphol-

- stered products, mattresses or cushions, a stamp; tag or label ap-

~ proved by the Commission indicating.in words plamly legible

- -that each such mattress and box spring contains reused .or pre-

viously used stuffing as required by Section 4(h) of the Textile
Fiber Products Identlﬁcmtlon Act..

It is further ordered, That the respondents herein shall, within
sixty (60) days after service upon them of this order, file w1th the
Commission a report in writing setting forth in detail the.manner
and form in which they have complled Wlth this order: . :

1t is further ordered, That respondents notify the Commission at
least thirty (30) «days. prior:to any proposed change in the corporate
respondent such as dissolution, assignment or sale resulting in the
emergence of a successor corporatlon, the creation or dlssolutlon of
subs1d1‘1rles or any other change in the corporation, which may af-
fect compliance obligations arising out of this order.
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Ix THE MATTER OF

CONTINENTAL FURNITURE SALES, INC., poiNe
BUSINESS AS AL AND LEON’S, ET AL.

CONSENT ORDER; ETC., IN REGARD TO THE ALLEGED VIOLATION OF
THE FEDERAL TRADE COMMISSION AND THE TRUTH IN LENDING ACTS

Docket €-1991. Compla-iht, July 26, 1971—Decision, July 26, 1971

Consent order requiring a Seattle, Wash., seller of furniture and household
goods to cease violating the Truth in Lending Act by failing to use on in-
stallment contracts the terms cash price, cash downpayment, unpaid bal-
ance of cash price, amount financed, annual percentage rate, total of pay-
ments, and deferred payment price, and failing to provide . other
information as required by Regulation Z of said Act.

COMPLAINT

Pursuant to the prov1smns of the Truth in Lending Act and the
implementing regulation promulgated thereunder, and the Federal
Trade Commission Act, and by virtue of the authority vested in it
by said Acts, the Federal Trade Commission, having reascn to be-
lieve that Continental Furniture Sales, Inc., a corporation, and Leon
.B. Mezistrano, and Neiso H. Moscatel, individually and as officers of
said corporation, hereinafter referred to as respondents, have vio-
‘lated the provisions of said Acts and 1mplemenum<r regu]atmn, and
it appearing to the Commission that a proceedlno by it in respect
thereof would be in the public interest, hereby issues its complaint
stating its charges in that respect as follows:

PARACPADH 1. Respondent Continental Furniture Sales, Inc., is a
corporation’organized existing and doing business under and by vir-
tue of the hws of the State of WV'tshmfrton with its principal office
and place of busmess lIocated at 2087 First Avenue, C’oeqttle, Wash-
ington.

Respondents Leon B. Mezistrano, and Neiso H. Moscatel are
officers of the corporate respondent. They formulate, direct and con-
trol the pohcy acts and practices of the corporation, including the
‘acts and practices herennfter set forth. Their address is the same as
that of the corporate respondent.

Par. 2. Respondents are now, and for some time last past have
been engaged in selling furniture and household goods to the public.

Par. 3. In the ordmarv course of their business as aforesaid, re-
spondents reaularly extend consumer credit and arrange for the ex-
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tension of consumer credit, as “consumer credit” and “arrange for
the extension of consumer credit” are defined in Regulation Z, the
implementing regulation of the Truth in Lending Act, duly promul-
gated by the Board of Governors of the Federal Reserve System.

Par. 4. Subsequent to July 1, 1969, in the ordinary course of their
business as aforesaid, and in connection with their credit sales, as
“credit sale” is defined in Regulation Z, respondents have caused and
are causing their customers to enter into contracts for the sale of re-
spondent’s goods and services. On these contracts, hereinafter re-
ferred to as the “contract,” respondents provide certain consumer
credit cost information. Respondents do not provide these customers
with any other consumer credit cost disclosures.

By and through use of the contract, respondents:

1. Fail to use the term “unpaid balance of cash price” to describe
the difference between the cash price and the total downpayment as
required by Section 226.8(c) (8) of Regulation Z.

2. Fail to disclose the sum of the cash price, all charges which are
included in the amount financed but which are not part of the
finance charge, and the finance charge, and to describe that sum as
the “deferred payment price,” as required by Section 226.8(c) (8)
(i1) of Regulation Z. '

3. ail to disclose the “annual percentage rate” accurately to the
nearest quarter of one percent, in accordance with Section 226.5 of
Regulation Z, as required by Section 226.8 (b) (2) of Regulation Z.

4. Fail to disclose the “amount financed” as required by Section
226.8(c) (7) of Regulation Z.

5. Fail to disclose the number of payments scheduled to repay the
indebtedness as required by Section 226.8(b) (3) of Regulation Z.

Par. 5. Respondents fail in rental agreements with an option to
buy when such agreements fall within the definition of “credit sale,”
as defined by Regulation Z Section 226.2(n), to make all of the dis-
closures required by Section 226.8 of Regulation Z, in the manner
and form prescribed therein. ’ '

Par. 6. Pursuant to Section 103(k) of the Truth in Lending Act,
respondents’ aforesaid failures to comply with the provisions of
Regulation Z constitute violations of that Act and, pursuant to Sec-
tion 108 thereof, respondents have thereby violated the Federal
Trade Commission Act.

Dxecision axp ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the caption
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hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint which the Seattle Regional Office pro-
posed to present to the Commission for its consideration and which,
if issued by the Commission, would charge respondents with viola-
tion of the Federal Trade Commission Act and the Truth in Lend-
ing Act. :

The respondents and counsel for the Commission having there-
after executed an agreement containing a consent order, an admission
by the respondents of all the jurisdictional facts set forth in the
aforesaid draft of complaint, a statement that the signing of said
agreement is for settlement purposes only and does not constitute an
admission by respondents that the law has been violated as alleged in
such complaint, and waivers and other provisions as required by the
Commission’s Rules; and

-The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondents
have violated the said Acts, and that complaint should issue stating
its charges in that respect, and having thereupon accepted the exe-
cuted agreement and placed such agreement on the public record for
a period of thirty (30) days, now in further conformity with the
procedure prescribed in §2.34(b) of its Rules, the Commission
hereby issues its complaint, makes the following jurisdictional find-
ings, and enters the following order.

1. Respondent Continental Furniture Sales, Inc., is a corporation
organized, existing and doing business under and by virtue of the
laws of the State of Washington with its principal offices and prin-
cipal place of business located at 2037 First Avenue, Seattle, Wash-
ington. ’

Respondents Leon B. Mezistrano and Neiso H. Moscatel are
officers of said corporation and their address is the same as that of
said corporation. They formulate, direct and control the policies,
acts and practices of said corporation.

2. The Federal Trade Commission has jurisdiction of the subject
matter of the proceeding and of the respondents and the proceeding
is in the public interest.

ORDER

1t is ordered, That respondents Continental Furniture Sales, Inc.,
a corporation, and its officers, and Leon B. Mezistrano and Neiso H.
Moscatel, individually and as officers of said corporation, and re-
spondents’ agents, representatives, and employees, directly or
through any corporate or other device, in connection with any con-
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sumer credit sale of furniture or any other merchandise or service,
as “credit sale” is. defined in Regulation Z (12 CFR §226) of the
Truth in Lending Act (Pub. L. 90-321, 15 U.S.C. 1601 et seg.), do
forthwith cease and desist from:

(1) Failing to employ the term “cash price” as defined in
Regulation Z, to describe the pnce at which respondents offered
to sell for cash the goods or services which are the subject of a
consumer credit transaction, as required by Section 226.8 (¢) - (1)
of Regulation Z.

"(2) Failing to employ the term “cash downpayment” to.de-.
scribe ‘any downpayment in money, as .required by Section
226.8(c) (2) of Regulation Z.

(8) Failing to employ  the term: “wunpaid batance of cash
price” to describe the difference between the cash price and the
total downpayment as required by Section 226.8(c) (3) of Reg-
wlation Z.

(4) Failing to disclose the “amount financed,” using. that
term, to describe the balance financed, as required by Section
226.8(b) (7) of Regulation Z.

(5) Failing to disclose the “ﬁmnce charge” and the ‘annual
percentage rate,’ using those terms, in credit transactions where
finance charges are imposed in-the manner and form required by
Sections 226.4, 226.5, 226.6 and.226.8 of Regulation Z. '

(6) Failing to disclose the “fotal of payments,” using that
term, to describe the dollar amount of the payments scheduled
to repay the indebtedness, as required by Section 226.8(b) (3)
of Regulation Z.

(7) Failing to disclose the number, amount and due dfmtes or
periods of payments scheduled to repay the indebtedness; and to
describe any payment which is more than twice the amount of
an otherwise regularly scheduled equal payment as a “balloon
payment” as required by Section 226.8(b) (3) of Regulation Z.

(8) Failing to disclose the “deferred payment price,” using
that term, to describe the sum of the cash. price, all - other
charges individually itemized, and the finance charge as re-
quired by Section 226.8 (c) (8) (ii) of Regulation Z.

(9) Failing to identify the method of computing any un-
earned portion of the finance charge in the event of prepayment
of the obhcratmn, or failing to state the amount or method of
computation of any charve that may be deducted from the
amount of any rebate of such finance charge that will be cred-
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‘ited to the obligation or refunded to the customer, whether by
“failing to state that such charge will be deducted before or after
~ computation of the unearned portion or otherwise, as required
By Section 226.8(b) (7) of Regulation Z.

©(10) Failing, in any credit transaction to make all disclosures

required by Sections 226.6, 226.7 and 296.8 of Regulation Z in
‘any manner and form prescribed therein. ‘

“(11) Failing, in any transaction in which respondents retain
‘ot acqitire a security interest in real property which is used or is
~‘expected to be used as the principal residence of the customer,

to comply with all requirements regarding the . right of rescis-
sion set forth in Section 226.9 of Regulation Z.

(12) Stating, in any advertisement, that a specific installment
amount can be arranged, unless respondents usually and custom-
arily arrange or will arrange installments in that amount, as re-
quired by Section 226.10 (a) (1) of Regulation Z.

(13) Stating, in any advertisement, the rate of any finance
charge unless respondents state the rate of that charge expressed
as an “annual percentage rate,” as required by Section 226.10(d)
(1) of Regulation Z. : ;

(14) Stating the amount of the downpayment required and
“the amount of monthly installment payments which can be ar-

ranged in connection with a consumer credit transaction, with-
out also stating all of the following items, in' terminology pre-
scribed under Section 226.8 of Regulation Z, as required by
Section 226.10(d) (2) thereof:
(i) The cash price;
(ii) The amount of the downpayment required or that
no downpayment is required, as applicable
(iii) The number, amount, and due dates or period
of payments scheduled to repay the indebtedness if the
credit is extended; , ‘
(iv) The amount of the finance charge expressed as
an annual percentage rate; and
(v) The deferred payment price. -

It s further ordered, That a copy of this order to cease and desist

be

delivered to all present and future personnel of respondents en-

gaged in the consummation of any consumer credit transaction or in
any aspect of preparation, creation, and placing of advertising, and

to
rec

secure from each such person a signed statement acknowledging
eipt of said order.
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It is further ordered, That respondents notify the Commission at
least thirty (30) days prior to any proposed change in the corporate
respondent, such as dissolution, assignment, or sale, resulting in the
emergence of a successor corporation, the creation or dissolution of
subsidiaries, or any other change in the corporation which may af-
fect comphance obligations arising out of the order.

It is further ordered, That the respondents shall, within sixty
(60) days after service upon them of this order file with the Com-
mission a report in writing, setting forth in detail the manner and
form in which they have complied with the order to cease and desist
contained herein.

I~ T MATTER OF
SWIFT & COMPANY

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION ACT

Docket (-1992. Complaint, Aug. 2, 1971—Decision, Aug. 2, 1971

Consent order requiring a major meat packing company with headquarters in
Chicago, Ill., which also markets baby food to cease misrepresenting that
any such produet is a “health food” because it contains B vitamin or ade-
quate iron content, prevents colds or is an important as milk in the diets of
babies.

ComprAINT*

Pursuant to the provisions of the Federal Trade Commission Act,
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission, having reason to believe that Swift & Company, a
corporation and McCann-Erickson, Inc., a corporation, hereinafter
referred to as respondents, have violated the provisions of said -Act,
and it appearing to the Commission that a proceeding by it in respect
thereof would be in the public interest, hereby issues its complaint
stating its charges in that respect as follows :

PARAGRAPH 1. Respondent Swift & Company, herema,fter referred
to as Swift, is a corporation, existing and doing business under and
by virtue of the laws of the State of Delaware with its principal office
and place of business located at 115 West Jackson Boulevard, in the
city of Chicago, State of Illinois.

Par. 2. Respondent McCann-Erickson, Inc., is a corporation orga-
nized, existing and doing business under and by virtue of the laws of

*Consolidated complaint I'n the Matter of Swift & Company, Docket No. (\-1992, and In
the Matter of McCann-Erickson, Inc., Docket No. C-1993, p. 152 herein. .
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the State of Delaware, with its principal place of business located at
485 Lexington Avenue, New York, New York.

Par. 3. Respondent Swift is now, and for some time last past has
been engaged in the advertising, offering for sale, sale and distribu-
tion of Meats for Babies, Junior Meats, Strained Meats and High
Meat Dinners, hereinafter referred to as baby foods, which comes
within the classification of a “food” as said term is defined in the Fed-
eral Trade Commission Act.

~ Par. 4. Respondent McCann-Erickson, Inc., is now, and for some

_time last past has been, an advertising afrency,_of Swift, and now and
for some time last past, has prepared and placed for publication and
has caused the dissemination of advertising material, including but
not limited to the advertising referred to herein, to promote the sale

- of Swift’s baby foods, which comes within the classification of “food,”
as said term is defined in the Federal Trade Commission Act.

Par. 5. In the course and conduct of its aforesaid business the re-
spondent, Swift, now causes, and for some time last past has caused,
its baby foods, when sold to be tr ansported from its place of business
in the State of Illinois to purchasers thereof located in various States
“of the United States, and in the District of Columbia, and has caused,
and now causes, said baby foods to be shipped from its manufacturing
plant to various States of the United States other than the state of
manufacture. Respondent, therefore, maintains and at all times men-
tioned herein has maintained, a substantial course of trade in said
products in commerce, as “commerce” is defined in the Federal Trade
Commission Act. The volume of business in such commerce has been
and 1is substantial. ‘ '

Par. 6. In the course and conduct of their aforesaid business, re-
spondents have disseminated, and have caused and are now causing
the dissemination of certain advertisements and promotional materials
concerning the said baby foods by the United States mails and by
various means in commerce, as “commerce” is defined in the Federal
. Trade Commission Act, including, but not limited. to advertisements
.inserted in newspapers, magazines, and other advertising media and
by means of television broadcasts transmitted by television stations lo-
_cated in various States of the United States, and in the District of
- Columbia, having sufficient power to carry such broadcasts across state
lines, for the purpose of inducing and which were likely to induce, di-

-rectly or indirectly, the pur chase of said baby foods, and have dissem-
inated, and caused the dissemination of advertisements concerning
said products by various means, including that but not limited to the
aforesaid media, for the purpose of inducing, and which were likely to
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induce, directly or mdlrectly, the purchase of said baby foods in com-
merce as “commerce” is defined in the Federal Trade Commissien Act.

Par. 7. Typical and illustrative of said statements and representa-
tions contained in said advertisements, disseminated as aforesaid, but

not all inclusive thereof, are the followmcr :

1. Just because he’s fat doesn’t mean he’s healthy. You can’t always measure
health by the pound. Because good muscle tone is just as important as cute baby
fat. That’s why it’s important to give your baby the kind of -food that turns:
flab into muscle. Like meat. Meat is a health food if there ever was one. Because
meat is loaded with vitamins, minerals and proteins. There’s iron to build tissue-

_ and prevent anemia. Proteins to develop and maintain muscle. And B vitdmins:
for stfong bones and tceth. What's more, meat fights gehns and infections. Cuts
down the number of colds. Improves a baby’s appetite. Helps him sleep better..
On top of all this, meat makes for better eating habits. Because the sooner your
baby gets variety, the less ‘“picky” he’ll be later on. So next time you're shoppm,g-
for baby food, think meat. Then youwll think of us. Swift and Company. We in-
vented meats for babies. And we specialize in Stralned Meats. High Meat Dinners..
And Junior Meats. All are as digestible as milk. (And just about as unpm tant. )
(Emphasis added.) (Newspaper Advertisement. )

2. It’s a tough world out there, mom. Why not.let Swift help you prepare your-
baby for it. Swift's 1009 strained meats are one of the best ways in the world:
to provide with plenty of protein, plus plenty of iron to supplémernt his limited‘
supply. Go ahead, mom. Give, your baby all the love he needs. And let Swift’s:
supply the meat in his life.. (Emphasis added.) The last portion of the video de-
picts a ‘woman carrying her baby and running towards a larger than hfe jar of
Swift’s Meats for Babies. (Television Commercial.)

3. It’s a tough world out there, Mom. Let Swift help you prepare your baby
for it. Swift’s 1009, Strained Meats are one of the best ways in the world to pro--
vide him with natural protein. Plus plenty of iron to supplement his limited sup-
ply. So give your baby all the love he needs. And let Swift su-x}xhli' the meéat in:
his life. Swift’s Strained Meats. High Meat Dinners. And Junior Meats. Swift's
Meats for Babies. (Emphasis added.) (Magazine advertisement.) :

Paxr. 8. By and through the use of the above-quoted statements and
representations, and others of similar import and meaning, but not
expressly set out herein, respondents have represented and are now
representing, directly or by implication : -

1. That Sw1ft’s baby foods are foods with exclusive and uniquer
dietary qualities necessary to promote health as dlstmgulshed from;
other baby foods.

2. That there is a direct, substantial, necessary and essential re]a-
tionship between the ingestion of SW1ft’s baby foods contammg B
vitamins with strong bones and strong teeth.

3. That there is substantlal and adequate iron present in Swift’s:
baby foods and by reason of the iron content, Swift’s baby foods are-
adequate and effective in preventing anemia.
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4. That the ingestion of Swift’s baby foods are adequate and/or
“effective to fight germs and infections from entering the body to pre-
vent colds. That Swift’s baby foods are adequate and/or effective to
]’)I -omote a baby’s appetite, and to promote sleep.
5. That Swift’s baby foods are as lmpmtfmt as milk consumed in the
dlets of babies.

6. That Swift’s baby foods consist entirely (100 percent) of meat.

7. That Swift’s baby foods contain as much vitamins, minerals ancd
proteins as meats generally.

Par. 5. In truth and in fact:

1. Swift’s baby foods are not a food with exclusive and unique
dietary qufthtles as distinguished from other foods for babies. And
~they are not adequate and/or effective to pmmote and produce hcahh
_in babies. :

2. The eating of Sw1ft’s baby foods containing B vitamins has no
direct or uniquely substantial cause and eflect upon the growth of
strong bones and stroncr teeth.

3. The presence of iron in Swift’ s baby foods is not adequate and/or
effective to prevent anemia.

4. Swift’s baby foods have no unlque or substantial properties that
are adequate and/or effective to fight germs and infections from enter-
ing the body to prevent colds. Neither does Swift’s baby foods have
any qualities which are known to be adequate and/or effective to- pro-
mote a baby’s appetlte or to promote sleep. »

5. Swift’s baby foods are not'as important as milk as consuned in
the diets of babies generally, since milk supplies some essential nutri-
ents at substantially greater levels for the nutrition of babies.

6. Sw1ft’s baby foods contain substantially less than 100 percent
meat. »

7. Swift’s baby foods do not contain as much vitamins, minerals
and proteins as meats generally.

Therefore, the advertisements and plomotlonal materials refer red
to in Paragraph Seven were and are misleading in material respects
and constituted, and now constitute “false advertisements” as that term
is defined in the Federal Trade Commission Act, and the statements
and representations set forth in Paragraphs Seven and Eight were,
and are, false, misleading and deceptive.

Par. 10. The use by respondents of the aforesaid false, misleading
and deceptive statements, representations, and practices and the dis-
semination of the aforesaid “false advertisements” has had and now
has, the capacity and tendency to mislead members of the consuming
public into the erroneous and mistaken belief that said statements and
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representations were and are true and into the purchase of substantial
quantities of Swift’s baby food products by reason of said erroneous
-and mistaken belief. v

Par. 11. The aforesaid acts and practices of respondents including
the dissemination of “false advertisements,” as herein alleged, con-
stituted and now constitute, false, misleading and deceptive acts and
practices in commerce in Vlolatlon of Sectlons and 12 of the Federal
Trade Commission Act. ‘

DrcisioNn anD ORDER

The Federal Trade Commission having initiated an investigation of
certain acts and practices of the respondent named in the caption
herein, and the respondent having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Consumer Protec-
tion proposed to present to the Commission for its considera-
tion and which, if issued by the Commission, would charge respondent
with violation of the Federal Trade Commission Act; and

The respondent and counsel for the Commission have thereafter ex-
ecuted an agreement containing a consent order, an admission by the
respondent of all the jurisdictional facts set forth in the aforesaid draft
of complaint, a statement that the signing of said agreement is for
settlement purposes only and does not constitute an admission by re-
spondent that the law has been violated as alleged in such complaint,
and waivers and other provisions as required by the Commission’s
rules; and

The Commission having thereafter considered the matter and having
determined that it had reason to believe that the respondent has
violated the said Act, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
agreement and placed such agreement on the public record for a period
-of thirty (80) days, now in further conformity with the procedure pre-
scribed in Section 2.34(b) of its rules, the Commission thereby issues
its ecomplaint, makes the following jurisdictional findings, and enters
the following order. ' '

1. Respondent Swift & Company, is a corporation organized, exist-
ing and doing business under and by virtue of the laws of the State
of Delaware with its office and principal place of business located at
115 West Jackson Boulevard, in the city of Chicago, State of Illinois.

. The Federal Trade Commission has jurisdiction of the subject
mdtter of this proceeding and of the respondent and the proceeding

is in the public interest.
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. It is ordered, That the respondent Swift & Company, a corporation,
and its directors, officers, agents, representatives, employees, succes-
sors and assigns, directly or indirectly, or through any coerporate or
other device, in connection with the advertising, offering for sale, sale
or distribution of Swift’s Strained Meats, Junior Meats, Strained High
Meat Dinners, Junior High Meat Dinners, collectively referred to in
various promotional materials as Swift’s Meats for Babies, or any other
food product labeled or advertised specifically as a baby food, in
commerce, as “commerce” is defined in the Federal Trade Commission
Act, shall forthwith cease and desist from representing, directly or by
implication, in any advertisements or prometional materials, or on
the labeling, that:

(1) Any such product is a “health food” with special and
exclusive dietary qualities necessary to promote health; provided
that this provision shall not be deemed to prevent a representation
that any such product is a healthy food ;

(2) Because of its B vitamin content, any such preduct has a
direct, substantial, necessary and essential relationship with strong
bones and teeth ; ’

(8) Any such product contains adequate iron, when consumed
in normal or average quantities, to meet a baby’s minimum daily
iron requirements, or to prevent anemia;

(4) Any such product prevents germs and infections from
entering the body, prevents colds, or possesses qualities or ingredi-
ents that are uniquely effective in promoting a baby’s appetite
or sleep; ' .

(5) Any such product is as important as milk in the diets of
babies; ,

(6) Any such product contains 100 percent meat, if water has
been added; '

(7) Any such product to which water has been added contains
as much vitamins, minerals and proteins as an equivalent quantity
of product which is all meat. '

1t is further ordered, That respondent Swift & Company, deliver a
copy of this order to cease and desist to all present and future person-
nel of respondent having final and supervisory authority over all ad-
vertising copy for any such product and to the corporate officer signing
this order and to secure from each of them a signed statement acknowl-
edging receipt by them of a copy of thisorder:

. It is fumther ordered, That respondent notify the Commission at, least
thirty (80) days prior to any proposed change in the corporate
470-883—73——11
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respondent, such as dissolution, assignment or sale resulting in the
emergence of a successor corporation, the creation or dissolution of
subsidiaries or any other change in the corporation which may affect
compliance obligations arising out of this order.

It is further ordered, That the respondent herein shall within sixty
(60) days after service upon it of this order, file with the Commission
a report, in writing, setting forth in detail the manner and forms in
which it has complied with this order. :

IN THE MATTER OF
McCANN-ERICKSON, INC.

CONSENT ORDER; ETC., IN REGARD TO THE ALLEGED. VIOLATION OF THE
FEDERAL TRADE COMMISSION ACT

Docket C-1993. C’othlaint; Aug. 2, 1971*—Decision, Aug. 2, 1971

Consent order requiring a New York City advertising agency handling the pro-

. motion of Swift’s baby foods to cease misrepresenting that any such product

is a “health food” because it contains B vitamin or adequate iron content,
prevents colds or is as important as milk in the diets of babies. - '

’DECISION AND ORDER

..The Federal Trade Commlssmn havmg initiated an investigation
of certain acts and practices of the respondent named in the caption
herem, and the respondent. having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Consumer Protection
proposed to present to the Commission for its consideration and which,
if issued by the Commission, would charge respondent with violation
of the Federal Trade Commission Act; and

The respondent and counsel for the Commission have thereafter
executed an agreement containing a consent order, an admission by
the respondent of all the jurisdictional facts set forth in the aforesaid
draft of complaint, a statement that the signing of said agreement is
for settlement purposes only and does not constitute an admission by
respondent that the law has been violated as alleged in such complaint, ,
and waivers and other provisions as required by the Commission’s
rules; and . :

The Commission having thereafter conmdered the matter and having
determined that it had reason to believe that the respondent ha,s'

*For complaiht in this case, see consolidated complaint In the Matter of Swift & Com-
pany, Docket No. C—l 992, 146 herein. :
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violated the said Act, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
agreement and placed such agreement on the public record for a period
of thirty (30) days, now in further conformity with the procedure
prescubed in Section 2.34(b) of its rules, the Commission thereby
issues its complaint, makes the following jurisdictional findings, and
enters the following order.

1. Respondent McCann-Erickson, Inc., is a corporation organized,
existing and doing business under and by Vlrtue of the laws of the State
of Delaware with its principal office and place of business located at
485 Lexington Avenue, New York, New York.

9. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent, and the proceeding
isin the public interest.

ORDER

It is. ordered, That the respondent McCann-Erickson, Inc., a cor-
poration, and its directors, officers, agents, representatives, emplos ees,
successors and assigns, directly, or indirectly, or through any corporate
or other device, in connection with the advertising, offering for sale.
sale or distribution of Swift’s Strained Meats, Junior Meats, Strained
ngh Meat Dinners, Junior High Meat Dinners, collectwely referred
to in various promotional materlals as Swift’s Meats for Babies, or
any other food product labeled or-advertised specifically as a baby
food, in commerce, as “commerce” is defined in the Federal Trade
Commission Act, shall forthwith cease. and.desist from representing,
directly or by implication, unless respondent neither knew nor had
reason to know the falsity of any such representation, in any advertise-
ments or promotional materials, or on the labeling, that:

(1) Any such product is a “health food” with special and ex-
clusive dietary qua]ities' necessary to promote health; provided
that this provision should not deem to prevent a representation
that any such product isa healthy food ;

(2) Because of its B vitamin content ‘any such product has a
direct, .substantial, necessary and essentlal ‘relationship with
strong bones and teeth ,

(3) Any such product contains adequate iron, when consumed
in normal or average quantities, to meet a baby’s minimum daily
iron requirements, or to prevent anemia;

(4) Any such product prevents germs and infections from en-
‘tering the body, prevents colds, or possesses qualities or ingredi-
ents that are uniquely effective in promoting a baby’s appetite or
sleep; -
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(5) Any such product is as important as milk in the diets of
babies;

(6) Any such product contains 100 percent meat, if water has
been added;

@) Any such product to which water has been added contams
as much vitamins, minefals, and proteins as an equivalent quan-
tlty of a product which is all meat.

1t is further ordered, That respondent McCann-Erickson, Inc., de-
liver a copy of this order to cease anid desist to all present and future
personnel of respondént having final and supervisory authority over
all advertising copy for any such product and to the corporate officer
signing this order and to secure from each of them a signed statement
acknowledging recéipt by them of a copy of this order.

It is further ordered, That respondent notify the Commission at
least thirty (30) days prior to any proposed change in the corporate
respondent, such as dissolution, assignment or sale resulting in the
emergence of a successor corporatlon, the creation or dissolution of
subsidiaries or any other change in the corporation which may affect
compliance obligations arising out of this order.

It is further ordered, That the respondent herein shall within sixty
(60) days after service upon it of this order, file with the Commission
a report, in writing, setting forth in detail the manner and form in
which it has complied with this order.

IN Tie MATTER OF
SUNCREST HOUSEHOLD FURNISHINGS, INC,, ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAYL TRADE COMMISSION AND THE TRUTH IN LENDING ACTS

Docket C-1994. Complaint, Aug. 2, 1971—Decision, Aug. 2, 1971

Consent order requiring a Rochester; N.Y., retail distributor of household
furniture and other merchandise to cease violating the Truth in Lending Act
by failing to use on its installmeint contracts the terms “cash downpayinent,”
“total downpayment,” “unpaid balance of cash price,” “amount financed,”
“finance charge,” “gnnial percentage rate,” “total of payments,” and other
terms required by Regulation Z of said Act.

CoMPLAINT

~ Pursuant to the provisions of the Truth in Lending Act and the
implementing regulation promulgated thereunder, and the Federal
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Trade Commission Act, and by virtue of the authority vested in it
by said Acts, the Federal Trade Commission, having reason to be-
lieve that Suncrest Household Furnishings, Inc., a corporation, and
Gary Harriman, individually and as an officer of said corporation,
hereinafter referred to as respondents, have violated the provisions
of said Acts and regulation, and it appearing to the Commission that
a proceeding by it in respect thereof would be in the public interest,
hereby issues its complaint stating its charges in that respect as
follows:

Paraerare 1. Respondent Suncrest Household Furnishings, Inc. is
a corporation organized, existing, and doing business under and by
virtue of the laws of the State of New York, with its principal office
and place of business Iocated at 1168 Clinton A venue, North, Rochester,
New York.

Gary Harriman is the president of the corporate respondent. He
formulates, directs and controls its policies, acts and practices, includ-
ing the acts and practices hereinafter set forth. '

PaRr. 2. Respondents are now, and for some time Tast past have been,

engaged in the offering for sale, sale and distribution of household
furnishings and other merchandise to the public through their retail
store located at 1168 Clinton Avenue, North, Rochester, New York.

Par. 8. In the ordinary course and conduct of their business as afore-
said, respondents regularly extend, and for some time last past have
regularly extended, consumer credit as “consumer credit” is defined in
Regulation Z, the implementing regulation of the Truth in Lending
Act, duly promulgated by the Board of Governors of the Federal
Res,erv_e_ System.

Par. 4. Subsequent to July 1, 1969, respondents, in the ordinary
course of their business as aforesaid, and in connection with their
credit sales, as “credit sale” is defined in the Regulation Z, have caused
and are causing customers to execute retail conditional sales contracts,
hereinafter referred to as “the contract.” Respondents make no other
credit cost disclosures to their customers.

By and through the use of the contract, respondents:

1. Fail to use the term “cash downpayment” to describe any
downpayment in money, as required by Section 226.8 (c) (‘7) of Regu-
lation Z.

2. Fail to use the term “total downpmyment’ to descrlbe the sum of
the cash downpayment and the trade-in, as required by Section 226.8

() (2).
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3. Fail to use the term “unpaid balance of cash price” to describe the
difference between the “cash price” and the “total downpayment,” as
1equ1red by Section 226.8(c) (3) of Regulation Z.

4. Fail to use the term “amount financed” to describe the amount
financed, as required by Section 226.8(c) (7) of Regulation Z.

5. Fail to use the term “finance charge” to describe the finance
charge, as required by Section 226.8(c) (8) (i) of Regulation Z, in
print more prominant than the other prescribed terminology, as re-
quired by Section 226.6 (a) of Regulation Z.

6. Fail to disclose the rate of the finance charge and to state it as
an “annual percentage rate,” as required in Section 226.8(b) (2) of
Regulation Z, in print more prominent than the other prescribed

-terminology, as required by Section 226.6(a) of Regulation Z.

7. Fail to disclose the sum of the cash price, all other charges which
are included in the amount financed but which are not part of the
finance charge, and the finance charge, and to describe that sum as the
“deferred payment price,” as required by Section 226.8(c) (8) (11) of
Regulation Z.

8. Fail to disclose the “total of payments,” using that term, as
required by Section 226.8(b) (3) of Regulation Z.

9. Fail to disclose, prior to consummation of the credit sale, the due
dates or periods of payments scheduled to repay the indebtedness,
as required by Sections 226.8(a) and 226.8(b) (3) of Regulation Z.

Par. 5. Pursuant to Section 103(q) of the Truth in Lending Act,
respondents’ aforesaid failures to comply with Regulation Z consti-
tute a violation of that Act and, pursuant to Section 108 thereof,
respondents thereby violated the Federal Trade Commission Act.

DecisioNn axp ORDER

The Commission having heretofore determined to issue its complaint
charging respondents named in the caption hereof with violation of
the Federal Trade Commission Act, the Truth in Lending Act and
the implementing regulation promulgated thereunder, and respond-
ents having been served with notice of said determination and with
a copy of the complaint the Commission intended to issue,- together
with a proposed form of order; and

Respondents and counsel for the Comumission having thereafter
executed an agreement containing a consent order, an admission by
respondents of all the jurisdictional facts set forth in the complaint
to issue herein, a statement that the signing of said agreement is for
settlement purposes only and does not constitute an admission by
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respondents that the law has been violated as alleged in such com-
pla,mt and waivers and other provisions as 1eq1111"ed by the Commis-
sion’s rules; and

The Commlssmn having considered the agreement and having ac-
cepted same, and the agreement containing consent order havmg
thereupon been placed on the public record for a period of thirty (oO)
days, now in further conformity with the procedure prescribed in
Section 2.34(b) of its rules, the Commission hereby issues its complaint
in the form contemplated by said agreement, makes the following
jurisdictional findings, and enters the following order:

1. Respondent Suncrest Household Furnishings, Inc., is a corpora-
tion organized, existing and doing business under and by virtue of
the laws of the State of New York, with its principal office and place
of business located at 1168 Cllnton Avenue, North, Rochester, New
York.

Respondent Gary Harriman is an officer of said corpora,tlon He
formulates, directs and controls the policies, acts and practices of said
corporation, and his address is the same as that of said corporation.

2. The Federal Trade Commission has jurisdiction of the subject

‘matter of this proceedlng and of the respondents, and the proceedlng
is in the public 1ntel est _
ORDER

1t is ‘ordered, That respondents Suncrest Household Furnishings,
Inc., a corporation, and its officers, and Gary Harriman, individually
and as an officer of said corporation, and respondents’ agents, repre-
sentatives and employees, directly or through any corporate or other
device, in connection with any extension of consumer credit or any
advertisement to aid, promote or assist directly or indirectly any
extension of consumer credit, as “consumer credit” and “advertise-
ment” are defined in Regulation Z (12 CFR Part 226) of the Truth
in Lending Act (Public Law 90-321, 15 USC 1601 ez seg }, do forth-
with cease and desist from:
1. Failing to use the term “cash downpayment” to descmbe any
downpayment in money, as reqmred by Section 226. 8(c) (2) xof
: Regulation Z.
2. Failing to use the term “total downpayment” to describe the
sum of the “cash downpmyment” and the “trade-in,” in any trans-
~action in which a'trade-in i$ accepted as part of the: downpa,yment,
- as required by Section 226.8(c) (2) of Regulation Z.
"8. Failing to use the term “unpaid balance of cash prlce” to
describe the difference between the “cash price” and the “total
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downpayment,” as required by Section 226.8(c)(3) of Regula-
tion Z. .
4. Failing to use the term “amount financed” to describe the

amount financed, as required by Section 226.8(c) (7). of Regula-

tion Z. :

5. Failing to use the term “finance charge” to describe the
finance charge as required by Section 226.8(c) (8) (i) of Regula-
tion Z, in print more prominent than the other prescribed termi-
nology, as required by Section 226.6(a) of Regulation Z.

6. Failing to disclose the rate of the finance charge and to state
it as an “annual percentage rate,” as required in Section 226.8(b)
(2) of Regulation Z, in print more prominent than the other
prescribed terminology, as required by Section 226.6(a) of
Regulation Z. :

7. Failing to disclose the sum of the cash price, all other charges
which are included in the amount financed but which are not. part
of the finance charge, and the finance charge, using the term
“deferred payment price,” as required by Section 226.8(c) (8) (ii)
of Regulation Z.

8. Failing to use the term “total of payments” to describe the
sum of the payments scheduled to repay the indebtedness, as re-
quired by Section 226.8(b) (3) of Regulation Z.

9. Failing to disclose the due date of the first payment, or other-
wise failing to disclose the number, amount, and due dates or pe-
riods of payments scheduled to repay the indebtedness, prior to
the consummation of the transaction, as required by Section 226.8
(b) (3) of Regulation Z.

10. Failing, in any consumer credit transaction or advertise-
ment, to make all disclosures determined in accordance with Sec-
tion 226.4 and Section 226.5 of Regulation Z, in the manner, form
and amount required by Sections 226.6, 226.7, 226.8, 226.9, and
226.10 of Regulation Z.

1t is further ordered, That respondent deliver a copy of this order
to cease and desist to all present and future personnel of respondents
engaged in the consummation of any extension of consumer credit or
in any aspect of preparation, creation or placing of advertising, and
that respondent secure a signed statement acknowledging receipt of
said order from each such person.

It is further ordered, That respondents notify the Commission at
least thirty (30) days prior to any proposed change in the corporate
respondent, such as dissolution, assignment or sale resulting in the
emergence of a’ sueeessor corporation, the creation or disselution of
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subsidiaries, or any other change in the corporatlon whieh may affect
compha,nce obligations arising out of this order.

Itis fwrther ordered, That respondents shall, within s1xty (60) da.ys
after service upon them of this order, file w1th the Commission a. re-
port in writing, setting forth in detail the manner and form in which
they have complled with the order to cease and desist contained
herein.

IN T™aE MATTER OF
INT_ERNATIONAL SALES CO., ET AL.

CONSENT ORDER, ,ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION ACT

Docket’ C-1995. Complaint, Aug. 2, 1971—Decision, Aug. 2, 1971

Consent order requiring a St. Louis, Mo., seller of automotive products, brushes
and eleetrical accessories and franchises for sale of such products to cease
misrepresenting that investors in respondents’ franchises will receive any
stated amount of money, profitable locations, training and other assistance,
aid in resale of their dealerships, a return on their investment, exclusive
sales territories, and that they need only service the locations chosen by
the respondents. Respondents are also required to write.into their contracts
a provision that the contracts may be cancelled within three days and all
monies be refunded to customers who cancel.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission, having reason to believe that Interna,tmna,l Sales
Co., a corporation, and Boyd Cohen, individually and as an officer of

zud corporation, and Automotive Marketing, Inc., a corporation, and
Boyd Cohen, individually and as an officer of said corporation, here-
inafter referred to as respondents, have violated the provisions of said
Act, and it appearing to the Commission that a proceeding by it in
respect thereof would be in the public interest, hereby issues its com-
plaint, stating its charges in that respect as follows:

ParacrapH 1. Respondent International Sales Co., is a corporation
organized, existing and doing business under and by virtue of the
laws of the State of Missouri, with its principal office and place of
business located at 8600 Delmar Boulevard, the city of St. Louis, State
of Missouri.
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" Respondent Boyd Cohen is an individual and officer of International
Sales Co. He formulates, directs, and controls the acts and practices
of the corporate respondent, 1nc1ud1ng the acts and practices herein-
after set forth.. HlS address-is the same as tha.t of the corporate
respondent '

‘Pari: 2 Respondent Automotive Marketing, Inc., is a corporation
organized, existing and doing business under and by virtue of the laws
of the State of Mlssoun, w1th its prlmnpa.l office and place of business
located at 8600 Delmar Boulevard, in the city of St. Louis, State of
Missouri.

Respondent Boyd Cohen is an individual and officer of Automotive
Marketing, Inc. He formulates, directs and controls the acts and prac-
tices of the corporate respondent including the acts and practices here-
inafter set forth. His address is the same as that of the corporate
respondent.

Par. 3. Respondents are now, and for more than one year last past
have been, engaged in advertising, offering for sale, selling, and dis-
tr1but1ng automotive accessories, glue products, brushes, electrical ac-
cessories, and franchises and dealerships for the sale of such products
to the public.

Par. 4. In the course and conduct of their business as aforesaid,
respondents now cause, and for some time last past have caused, their
said products, when sold, to be shipped from their place of business
in the State of Missouri to purchasers thereof located in various other
States of the United States, and maintain, and at all times mentioned
herein have maintained, a substantial course of trade in said products
in commerce, as v“commerce” is defined in the Federal Trade Commis-
sion Act.

Par. 5. Respondents usual method of doing business is to insert
advertisements in the classified advertisement section of newspapers
and periodicals. Persons responding to said classified advertisements
are then contacted by respondents or their employees, agents or repre-
sentatives who display to the prospective purchaser a variety of pro-
motional material and make various oral representations respecting
the aforesaid devices and products, and the business opportunities af-
forded by franchises or dealer shlps using and selling such devices and
products.

Par. 6. In the course and conduct of their business as aforesaid,
-and for the purpose of inducing the purchase of their automotive ac-
cessories, glue products, brushes, electrical accessories, other products,
and fra.nchises and dealerships, respondents have made and are mak-
ing numerous statements and representations concerning said articles
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of merchandise and the business opportunities afforded through adver-
tising and promotional material furnished by respondents to their em-
ployees; agents or representatives, and through advertisements inserted
in newspapers and periodicals, and through letters and other adver-
tising literature circulated generally among the purchasing public, and
through oral representations made by respondents, their employees,
agents, or representatives, with respect to earnings, locations of mer-
chandise, business methods, training, security of investment, terri-
tory and qualifications. ' : '

Typical and illustrative of the newspaper advertisements used by
respondents, but not all inclusive thereof, is the following:

' DO YOU WANT TO EARN $144 PER WEEK IN YOUR SPARE TIME?
Experience Not Necessary
RESTOCK “HOUSEHOLD BRUSH” DEPTS.

Grocery, Drug, Hdwr. and Dept. Stores

Nationally Known Brand
NO SELLING—COMPANY CONTRACTS ALL LOCATIONS
INCOME STARTS IMMEDIATELY
GUARANTEED MONEY BACK OPPORTUNITY

Your’$2,936 secured by Inventory, Can Earn $144 Per Week or More in Your
Spare Time

FOR.FULL DETAILS . . . ENCLOSE NAME, ADDRESS, PHONE NUMBER
MR. KELLY
INSCO
8600 Delmar, Suite 1, St. Louis, Mo. 63124
(314) 993-3475

Par. 7. Through the use of the statements and representations set
forth above, and others similar thereto but not specifically set out
herein, and through said statements orally made by respondents, their
employees, agents and representatives, respondents have represented
-and do now represent, directly or by implication to the purchasing
public, that: :

1. Persons investing from $1,522 up to $2,948 can earn up to $800
‘per month or more. - o ‘

2. Respondents obtain top sales-producing locations for the place-
ment of their merchandise. o
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3. Respondents set up the business completely and purchasers need
only service the locations: = .

4. No selling or soliciting will be required, and no experience is
necessary. ' )

5. The purchasers of said merchandise, franchises, and dealerships
will be trained by the respondents as to the operation of the dealer-
ships and franchises, and respondents will furnish assistance to the
purchasers of their products, franchises,and dealerships.

6. If the purchaser becomes dissatisfied, or for any reason wishes to
go outof the business, the respondents will repurchase the merchandise
or assist the purchaser in reselling it. .

7. The purchaser’s investment is secured and respondents guarantee
the purchaser’sinvestment will be refunded.

8. Persons purchasing respondents’ franchises and merchandise will
have an exclusive territory in which to operate.

9. The purchaser must decide whether to sign a contract at the time
of respondents’ first call or they will not have another opportunity
to invest in respondents’ merchandise, franchises, and dealerships.

Par. 8. In truth and in fact:

1. Income in the foregoing amount will not be realized by persons
investing the sums indicated. In fact, persons purchasing merchandise,
franchises, and dealerships from respondents generally receive little
or no net profit. ’

* 2. Respondents do not obtain top income-producing locations, but
" place most of their merchandise in retail establishments which have
very little consumer traffic. The locations secured by respondents are
usually undesirable, unsuitable, and unprofitable.

3. Respondents often do not set up the business completely, even
initially. Purchasers must secure initial locations and frequently secure
additional locations dueto a lack of sales.

4. The purchasers of the franchises, dealerships, and merchandise
are required to do selling and soliciting and to have experience since
it is frequently necessary to place merchandise in other locations be-
cause of the unprofitable nature of the locations selected by the respond-

“ents, and like any other business venture, experience is required.

5. Respondents do not train the purchasers of their merchandise,

“franchises, and dealerships, and do not furnish assistance to their
dealers.
" 6. Respondents do not repurchase the franchises, dealerships, and
merchandise at a price comparable to the customer’s investment and
do not assist the purchaser in the resale of the franchises, dealerships
and merchandise, regardless of the purchaser’s reason for going out of
business.
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. 7. The purchaser’s investment is not secured and many purchasers
of respondents’ merchandise, franchises, and dealerships lose their
entire investment.

8. Persons purchasing respondents’ merchandise, franchises, and

dealerships do not have an exclusive territory in which to operate their
businesses, and respondents will sell their franchises, dealerships, and
merchandise to any purchaser, in any location, with the necessary
capital.
. 9. If a prospeetive customer will not sign a contract at the time of
respondents initial contact, respondents will call on the prospect at a
future date and attempt again to sell their merchandlse, franclnses,
and dealershlps

Therefore, the statements and representations as set forth in Para-
graphs Six and Seven hereof were and are false, misleading and
deceptive.

. Pag.-9. In the .course and conduct of their aforesaid business, and
at all times mentioned herein, respondents have been in substantial
competition in commerce, with corporations, firms, and individuals in
the sale of franchises and dealershlps for automotive accessories, glue
products, brushes, electrical accessories, and other products of the same'
general nature and kind as sold by respondent.

Par. 10. The use by respondents of the aforesaid false, =mlsleading
and deceptive statements, representations, and practices has had, and
now has, the capacity and tendency to mislead members of the pur--
chasing public into the erroneous and mistaken belief that said state-
ments and representations were.and are true and into the purchase of
substantial quantities of respondents’ franchises, dealerships, and mer--
chandise by reason of such mistaken and erroneous belief.

Par. 11. The aforesaid acts and practices of respondents as herein
alleged were and are all to the prejudice and injury of the public and
of respondents’ competltors and constituted, and now constitute, unfair.
methods of competition in commerce and unfzur and deceptive acts and
practices in commerce in violation of Section 5 of the Federal Trade
Commission Act. ‘

Dzctston anp Orper

The Federal Trade Commission having initiated an investigation of
certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Consumer Protec-
tion proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondents with
violation of the Federal Trade Commission Act, and
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The respondents and counsel for the Commission having thereafter
executed an agreement containing a consent order, an adJnlsswn by the
respondents of all the jurisdictional facts set forth in the complamt
to issue herein, a statement that the signing of said agreement is for
settlement purposes only and does not constitute an admission by
respondents that the law has been violated as alleged in such com-
plamt and waivers and other provisions as requ1red by the Commis-
sion’s rules; and

The Commlssmn having considered the agreement and having ac-
cepted same, and the agreement containing consent order having there-
upon been placed on the public record for a period of thirty (30) days,
now in further conformity with the procedure prescribed in Section
2.34(b) of its rules, the Commission hereby issues its complaint in the
form contemplated by said agreement, makes the following ]urlsdlc-‘
tional findings, and enters the following order: '

1. Respondents International Sales Co and Automotive Marketmd

Inc., are corporations organized, existing, and doing business under’
and by virtue of the laws of the State of Missouri with their principal
office and place of business formerly located at 8600 Delmar Boulevard
St. Louis, Missouri.
. Respondent Boyd Cohen is an 1nd1v1dua1 and officer of sald corpora—
tions. He formulates, directs, and controls the acts and practices of
said corporations, and his address is the same as that of the
corporations. '

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents and the proceeding
is in the public interest.

ORDER

1t is ordered, That respondents, International Sales Co., a corpora--
tion, and Boyd Cohen, individually and as an officer of said corpora-
tion; and Automotive Marketing, Inc., a corporation, and Boyd Cohen,
individually and as an officer of said corporation, and respondents’
agents, representatives, and employees, directly or through any cor-.
porate or other device, in connection with the advertising, offering for
sale, sale or distribution of automotive accessories, glue products,
brushes, electrical accessorles, or of any othel products or of any
franchises or dealerships, in commerce, as “commerce” is defined in
the Federal Trade Commission Act, do forthwith cease and desist
from:
1. Representing, directly or by implication, that :
(a) Persons investing in respondents’ products, franchises,
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or dealerships will receive any stated amount of income or
gross or net profits or other earnings. :

(b) Any stated sums of money can be earned by investors
or purchasers of respondents’ products unless in fact the earn-
ings represented are those of a substantial number of pur-
chasers and accurately reflect the average earnings of these

‘purchasers under circumstances similar to those of the pur-
.chaser to whom the representation is made.

(¢). Persons investing in respondents’ franchises, dealer-
ships, or products are assured of profitable income from the
franchises, dealerships, or products.

(d) Persons investing in respondents’ franchises, dealer-
ships, or products can expect an average sale of a certain
specified amount of merchandise a day, or any other period of
time, unless in fact the average number of sales represented
is that of a substantial number of franchisees, dealers, or
purchasers. :

(e) Respondents, their agents, representatives, or em-
ployees will obtain profitable locations for their merchandise:
Provided, however, That nothing herein shall be construed to
prohibit respondents from truthfully representing the mone-
tary returns realized by a substantial number of purchasers
from locations obtained by respondents. :

(f) Persons investing in respondents’ fmnchlses, dealer-
ships, or products will receive training, or other advice and
assistance in the operation of their dealerships or franchises
unless in fact the respondents furnish the training, advice
and assistance to each purchaser in conformity with the
representations being made to that investor or purchaser.

(g) Selling, soliciting, or experience is not required in
order to operate respondents’ franchises or dealerships.

(h) Respondents or their representatives will repurchase
their franchises, dealershlps, and merchandise, or will as-
sist in the resale of dealerships, franchises, or. merchanchse
sold by them.

(1) Persons investing in respondents’ franchises, dealer-
ships, or merchandise will receive the return of then' invest-
ments in any specified perlod of time.

(j) Persons investing in respondents’ fr‘mchlses dea]er-
shlps, or merchandise will be granted an exclusive territory
in which to sell products purchased from respondents unless
respondents actually give the exclusive territory to each cus-
tomer as represented.
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(k) A purchaser’s or prospective purchaser’s investment
is secured.

(1) Purchasers or prospective pui‘chasers need only serv-
ice the locations secured by respondents in order to make a
profit.

9. Itis further ordered, That respondents:

(a) Deliver a copy of this order to cease and desist to all
present and future salesmen or other persons engaged in the
sale of respondents’ products or services, franchises, or deal-
erships and secure from each such salesman or other person
a signed statement acknowledging receipt of said order.

(b) After the acceptance by the Commission of respond-
ents’ initial report of compliance, submit to the Commission

~““on June 1st of each of the succeeding three years a report:
" (1) describing every complaint involving the acts and prac-

tices prohibited by this order received by respondents from
or on behalf of their customers during the twelve (12)
months preceding the-date of the report, and respondents
d1sposmon of each such complamt

(c) Provide in writing in all contracts that (1) the con-
“tract may be cancelled for any reason by notification to re-
spondents in writing within three days from the date of
execution and (2) that the contract is not final and binding
until respondents have completely performed their obliga-
tions thereunder by placing the merchandise in- locatlons
satisfactory to the customer.

(d) Refund immediately all monies to customers who have
requested contract cancellation in writing within three days
from the execution thereof. _
 (e) Notify the Commission at least thirty (30) days prior
to any proposed change in the corporate respondent such as
dissolution, assignment, or sale resulting in the emergence
of successor corporations, the creation or dissolution of sub-
sidiaries or any other change in the corporation which may
affect compliance obligations arising out of the order.

(f) File, within sixty (60) days after service upon them
of this order, with the Commission a report, in writing, set-
ting forth in detail the manner and form in which they have
comphed with this order
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Ix e MATTER OF
PERLE-YOUDENE CO., INC., ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE CQMMISSION AND THE FLAMMABLE FABRICS ACTS

Doclket 0-1996. Complaint, Aug. 3, 1971—Decision, Aug. 3, 1971

Consent order requiring a Los Angeles, Calif., seller and distributor of various
fabrics and materials, including sheer fabrics of. approximately 80 percent
acetate and 20 percent nylon, to cease violating the Flammable Fabrics Act
by importing and selling any fabric which fails to conform to the standards
of said Aect.

CoMPLAINT

" Pursuant to the provisions of the Federal Trade Commission Act
and the Flammable Fabrics Act, as amended, and by virtue of the
authority vested in it by said. Acts the Federal Trade Commission,
having reason to believe that Perle- Youdene Co., Inc., a corpora.tlon,
and Arthur Cohen, individually and as an oﬂicer of sald corporatlon,
hereinafter referred to as respondents, have violated the provisions
of said Acts and the rules and regulations promulmted under the
Flammable Fabrics Act, as amended, and it appearing to the Com-
mission that a proceeding by it in respect thereof would be in the
public interest, hereby issues its complaint, stating its charges in that
respect as follows: ‘ '

Paracrara 1. Respondent Perle-Youdene Co., Inc., is a corporation
organized, existing and doing business under and by virtue of the laws
of the Stmte of Delaware, w1t,h its office and principal place of busmess
located at 2414 South Broadway, Los Angeles, California.

Respondent Arthur Cohen is the principal officer of the aforesaid
corporation. He formulates, directs and controls the acts, practices and
policies of said corporation. His address is the same as that of the
corporate respondent.

Respondents sell and distribute various fabrics and materials.

Par. 2. Respondents are now and for some time last past have been
engaged in the sale and offering for sale in commerce, and in the
importation into the United States, and have introduced, delivered
for introduction, transported and caused to be tra,nsported in comni-
merce, and have sold or delivered after sale or shipment in commerce,
fabrics as the terms “commerce” and “fabric” are defined in the Flam-
mable Fabrics Act,‘as amended, which fabrics failed to conform to an
applicable standard or remllatmn continued in effect, issued or

12
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amended under the provisions of the Flammable Fabrics Act, as
amended. »

Among such fabrics mentioned hereinabove were certain sheer
fabrics with a fiber content of approximately 80 percent Acet‘tte and
20 percent Nylon.

Par. 3. The aforesaid acts and practices of respondents were and
are in VlOl‘thlOIl. of the Flammable Fabrics Act, as amended, and the
rules and regulations promulgated théréunder, and constituted and
now constitute unfair methods of competition and unfair and decefp
tive acts and practices in commerce, within the intent. and meaning
.of the Federal Trade Commission Act.

DrecistoN Axp Orper

The Federal Trade Commission: having initiated an investigation
,0f certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished: thereafter with a
copy of a draft of complaint Whlch the Division of Textiles and Furs
proposed to present to the Commission for its consideration and which,
if issued by the Commission, would charge respondents with violation
of the Federal Trade Commission Act, and the Flammable Fabrics
Act, as amended:; and

The respondents and counsel for the Cormmssmn having thereafter
;eﬁecuted an agreement containing a consent order, an admlssmn by
the respondents of all the jurisdict.ion-a,l facts set forth in the afore-
said draft of complaint, a statement that the signing of said agreement;
is for settlement purposes only and does not constitute an admission
'by respondents that the law has been violated as alleged in such com-
plaint and waivers and other provisions as required by the Commis-
sion’s rules; and .

- The Commission having the,reafter con31dered the matter and hav-
ing determined that it had reason to believe that the respondents have
violated the said Acts, and that complaint should issue stating its
charges in that respect, an having thereupon accepted the executed con-
sent agreement and placed such agreement on the public record for a
period of thirty (30) days, now in further conformity with the proce-
dure prescribed in §2.34(b) of its rules, the Commission hereby is-
sues its complaint, makes the following jurisdictional findings, and
enters the following order:

1. Respordent Perle-Youdene Co., Inc., is a corporation orvwnlzed
existing and doing business under and by virtue of the laws of the
State of Delaware, with its office and principal place of business located
at 2414 South Broadway, Los Angeles, California.
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- Respondent Arthur Cohen is the principal officer of said corpora-
tion. He formulates, directs and controls the policies; acts and practices
of said corporation.

9. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents, and the proceeding
isin the public interest.

’ ORDER

1t is ordered, That respondents Perle-Youdene Co., Inc., a ¢orpora-
tion,and its officers, and Arthur Cohen, individually and as an officer
of said corporation, and respondents’ representatives, agents and em-
ployees, directly or through any corporate or other device, do forth-
with cease and desist from manufacturing for sale, selling, offering for
sale, in commerce, or importing into the United States, or introducing,
delivering for introduction, transporting or causing to be transported
in commerce, or selling or delivering after sale or shipment in com-
merce, any fabric, product or related material as the terms “commerce,”
“fabrie,” “product” and “related material” are defined in the Flam-
mable Fabrics Act as amended, which fabric, product or related mate-
Tial fails to conform to an applicable standard or regulations continued
in effect, issued or amended under the previsions of the aforesaid Act.
It is further ordered, That the respondents herein shall, within ten
(10) days after service upon them of this order, file with the Commis-
sion.an interim special report in writing setting forth the respond-
.ents’ intention as to compliance with this order. This interim special
report shall also advise the Commission fully and specifically concern~
ing the identity of the fabric which gave rise to the complaint, (1) the
amount, of such fabric in inventory, (2) any action taken to notify cus-
tomers of the flammability of such fabric and the results thereof and
(3) any disposition of such fabric since September 9, 1969. Such re-
port shall further inform the Commission whether respondents have in
inventory any fabric, product or related material having a plain sur-
face and made of silk, rayon or cotton or combinations thereof in a
weight of two ounces or less per square yard or with a raised fiber sur-
fdce and made of cotton, rayon, acetate and nylon or combinations
thereof. Respondents will submit samples of any such fabric, product
.or related material with this report. Samples of the fabrie, product or
related material shall be of no less than one square yard of material.
1t 4s further ordered, That the respondents herein either process
the fabrics which gave rise to this complaint so as to bring them within
the applicable flammability standards of the Flammable Fabrics Act,
.as amended, or destroy said fabric. - ‘
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1t is further ordered, That respondents notify the Commission at
least.30-days priorto any proposed change inthe corporate respondent
such as dissolution, assignment or sale resulting in the emergence of a
successor corporation, the creation or -dissolution of subsidiaries or
any other change in the -corporation which may effect compliance
obligations arising out of the order.

1t is further ordered, That the respondent corporation shall forth-
with distribute a copy of this order to each of its operating divisions.

1t is further ordered, That the respondents herein shall, within sixty
(60) days after service upon them of this order, file with the Com-
mission a report in writing setting forth in detail the manner and form
in which they have complied with this order.

IN THE MATTER‘ OF
EDWARD S. REITANQ, INC., ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION AND THE FLAMMABLE FABRICS ACTS

Docket €-1997. Complaint, Aug. 3, 1971—Decision, Aug. 8, 1971

Consent order requiring a Mt. Vernon, N.Y,, manufacturer and distributor of
wearing apparel, including disposable face masks and disposable operating
room hats, to cease violating the Flammable Fabrics Act by importing and
selling any fabric which fails to conform to the standards of said Act.

CoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Flammable Fabrics Act, as amended, and by virtue of the au-
thority vested in it by said Acts, the Federal Trade Commission, hav-
ing reason to believe that Edward S. Reitano, Inc., a corporation, and:
Victor C. Reitano, individually and as an officer of said corporation,
hereinafter referred to as respondents, have violated the provisions of
said Acts, and the rules and regulations promulgated under the Flam-
mable Fabrics Act, as amended, and it appearing to the Commission:
that a proceeding by it in respect thereof would be in the public
interest, hereby issues its complaint, stating its charges in that respect.
as follows: , : :

Paracrara 1. Respondent Edward S. Reitano, Inc., is a corpora-
tion organized, existing and doing business under and by virtue of the
laws of the State of New York. Respondent Victor C. Reitano is an
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officer of said corporate respondent. He formulates, directs and con-
trolsthe acts, practices and policies of said corporation.

The respondents are engaoed in the manufacture, sale.and distribu-
tion of products, namely wearing apparel, including disposable face
masks and. disposable operating room hats, with their office and prin-
cipal place of business located at 230 Fourth Avenue, Mount Vernon,
New York. ,

Par. 2. Respondents are now and for some time last past have been
engaged in the manufacture for sale, the sale or offering for sale, in
commerce, and have introduced, delivered for introduction, transported
and caused to be transported in commerce, and have sold or delivered
after sale orshipment in commerce, products; and have manufactured
for sale, sold and offered for sale products made of fabric or related
material which has been shipped and received in commerce, as “com-
merce,” “product,” “fabric” and “related material” are defined in
the Flammable Fabrics Act, as amended, which products and fabries
failed to conform to an applicable standard or regulation continued in
effect, issued or amended under the provisions of the Flammable
Fabrlcs Acts, as amended.

Among such products mentioned hereinabove were dlsposable face
‘masks and disposable operating room hats.

Par. 3. The aforesaid acts and practices of respondents were and
are in violation of the Flammable Fabrics Act, as amended, and the
rules and regulations promulgated thereunder, and constituted, and
now constitute, unfair methods of competition and unfair and decep-
tive acts and practices in commerce, within the intent and meaning of
the Federal Trade Commission Act.

DzcisioNn AND ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint which the Division of Textiles and Furs,
Bureau of Consumer Protection proposed to present to the Commis-
sion for its consideration and which, if issued by the Commission,
-would charge respondents with violation of the Federal Trade Com-
mission - Act and the Flammable Fabrics Act, as amended ; and

The respondents and counsel for the Commission having thereafter
executed an agreement containing a consent order, an admission by
the respondents of all the jurisdictional facts set forth in the afore-
said draft of complaint, a statement that the signing of said agree-
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ment is for settlement purposes only and does not constitute an'admis-
sion by respondents that the law has been violated as alleged in such:
complalnt and waivers and other prov151ons as required by the Com-
mission’s rules; and

‘The Commlssmn havmv thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondents have
v101_a,ted the said Acts, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the exé(:uted
consent agreement and placed such agreement on the public record for
a period of thirty (30) days, now in further conformlty with the pro-
cedure prescrlbed in Section 2:.34(b) of its rules, the Commission
hereby issues its' complaint, makes the following jurisdictional ﬁnd-
ings, and enters the following order

1. Respondent EdwardS. Reltano, Inc., is'a corporatlon organized
existing and doing business under and by v1rl;ue of the laws of the
‘State of New York. :
~ Respondent Victor C. Reltano is an officer of the corporate respond-
‘ent. He formulates, directs and controls the acts, practlces and poli-
cies of said respondent

Respondents are manufacturers of dlsposable face masks and dis-
posable operating room hats with their office and principal place of
busmess located at 230 Fourth Avenue, Mount Vernon, New York.

2. The Federal Trade Commission has jurisdiction of the subject
matter of the proceeding and of the respondents and the proceedmrr is
‘in the public interest. :
ORDER

It is ordered, That respondents Edward S. Relt‘mo, Inc 58 corpma-
tion, and its. officers, and Victor C. Reitano, individually and as an
officer of said corporation, and respondents’ representatives, agents
and employees, directly or through any corporate or other device, do
forthwith cease and desist from manufacturing for sale, selling or
offering for sale, in commerce, or importing into the United States, or
introducing, delivering for introduction, transporting or causing to
be transported, in commerce, or selling or delivering after sale or ship-
ment in commerce, any product, fabric, or related material ; or manu-
facturing for sale, selling or offering for sale any product made of
fabric or related material which has been shipped or received in com-
‘merce, as “commerce,” “product,” “fabric” and “related material” are
defined in the Flammable Fabrics Act, as amended, which product,
fabric or related material fails to conform to an applicable standard
or regulation issued, amended, or continued in effect, under the pro-
visions of the aforesaid Act.



170 - . Decision: and Order

It is further ordered, That respondents notify all of their customers
who have purchased or to whom have been delivered the products
which gave rise to the complaint of the flammable nature of said prod-
ucts, and effect recall of said products from such customers. =

It is further ordered, That the respondents herem elther process
the products which gave rise to the complaint so as to brmo' them into
conformance with the applicable standard of flammability under the
F]ammable Fabrics Act as mmended or destroy said products

It s fw"ther ordered, That the respondents herein shall, within ten
‘ (10) days after service upon them of this order, file. with the Commis-
sion a special report in writing setting forth the respondents intentions
"+ as to compliance with this order This special report shall also advise
the Commission fully and specifically concerning (1) the identity of
the products which gave rise to the complaint, (2) the number of said
products in inventory, (3) any action taken and any further actions
proposed to be taken to notify customers of the flammability of said
products and effect the recall of said products from customers, and of
‘the results thereof, (4) any disposition of said products since Jan-
uary 16, 1970, and (5) any action taken or proposed to be taken to
‘bring said products into conformance with the applicable standard
of flammability under the Flammable Fabrics Act, as amended, or de-
stroy said products and the results of such action. Such report shall
further inform the Commission as to whether or not respondents
have in inventory any product, fabric, or related material having a
plain surface and made of paper, silk, rayon and acetate, nylon and
acetate, rayon, cotton or any other material or combinations thereof
in weight of two ounces or less per square yard, or any product, fabric
or related material having a raised fiber surface. Respondents shall
submit samples of not less than one square yard in size of any Quoh
product fabric, or related material with this report.

It is further ordered, That respondents notify the Commission at
least thirty (380) days prior to any proposed change in the cor por ate
respondent, such as dissolution, assignment or sale resulting in the
emergence of a successor corpora,tlon the’ creation or dlssolutlon of
‘subsidiaries or any other change in the corporation which may aﬁect
compliance obligations arising out of this order.

1t is further ordered That the respondent corporation shall forth-
‘with distribute a copy of this order to each of its operating divisions.

It is further ordered, That respondents herein shall, within 51xty
(60) days after service upon them of this order, file W1th the Com-
mission a report, in writing, setting forth in ‘detail the manner a,nd
form in which they have comphed with this order.
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INn THE MATTER OF
INDIA INDUSTRIAL PRODUCTS, INC., ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION AND THE FLAMMABLE FABRICS ACTS

Docket C—1998. Complaint, Aug. 3, 1971—Decision, Aug. 3, 1971

Consent order requiring a New York City importer and seller of Indian-made
goods, including ladies’ scarves, to cease violating the Flammable Fabrics
Act by importing and selling any fabric which fails to conform to the
standards of said Act.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
‘and the Flammable Fabrics Act, as amended, and by virtue of the au-
thority vested in it by said Acts, the Federal Trade Commission, hav-
ing reason to believe that India Industrial Products, Inc.,a corporation,
and Harvinder Singh, individually and as an officer of said corpora-
tion, hereinafter referred to as respondents, have violated the provi-
sions of said Acts and the rules and regulations promulgated under
the Flammable Fabrics Act, as amended, and it appearing to the
Commission that a proceeding by it in respect thereof would be in
the public interest, hereby issues its complaint stating its charges in
that respect-as follows: : _

Paracrarr 1. Respondent India Industrial Products, Inc., is a
corporation organized, existing and doing business under and by virtue
of the laws of the State of New York. Its address is 80 Fifth Avenue,
New York, New York.

Respondent Harvinder Singh is an officer of the corporate respond-
ent. He formulates, directs and controls the acts, practices and policies
of the said corporate respondent including those hereinafter set forth.

Respondents are engaged in the importation and sale of Indian made
goods, including, but not limited to, ladies’ scarves.

Par. 2. Respondents are now and for some time last past have been
engaged in the sale and offering for sale, in commerce, and the importa-
tion into the United States, and have introduced, delivered for intro-
~ duction, transported and caused to be transperted in commerce, and
have sold or delivered after sale or shipment in commerce, products, as
the terms “commerce” and “product” are defined in the Flammable
Fabrics Act, as amended, which products failed to conform to an
applicable standard or regulation continued in effect, issued or
amended under the provisions of the Flammable Fabrics Act, as
amended.
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Among such preducts mentioned hereinabove were ladies’ scarves. ‘

Par. 3. The aforesaid acts and practices of respondentswere and. are
in violation -of the Flammable Fabrics Act,.as amended, and the rules
and regulations promulgated thereunder, and as such constituted and
now constitute unfair methods of competition and unfair and deceptive
acts and practices in commerce, within the intent and meaning of the
Federal Trade Commission Act.

DEecisioxn aNp ‘ORDER

The Federal Trade Commission having initiated an investigation of
certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Consumer Protec-
tion proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondents with
violation of the Federal Trade Commission Act and the Flammable
Fabrics Act, as amended ; and .

The respondents and counsel for the Commission having thereafter
executed an agreement containing a consent order, an admission by the
respondents of all jurisdictional facts set forth in the aforesaid draft of
complaint, a statement that the signing of said agreement is for set-
tlement purposes only and does not constitute an admission by respond-
ents that the law has been violated as alleged in such complaint, and
waivers and other provisions as required by the Commission’s rules;
and

The Commission having thereafter considered the matter and hav-
ing determined that it has reason to believe that the respondents have
v1olated the said Acts, and that complaint should issue stating its.
charges in that respect, and having thereupon accepted the executed
agreement and placed such agreement on the public record for a period
of thirty (30) days, now in further conformity with the procedure
prescribed in Section 2.34(b) of its rules, the Commission hereby is-
sues its complaint, makes the following jurisdictional findings, and
enters the following order:

1. Respondent India Industrial Products, Inc., is a corporation or-
ganized, existing and doing business under and by virtue of the laws.
of the State of New York.

Individual respondent Harvinder Singh, is an officer of corporate-
respondent. He formulates, directs and controls the acts, practices and.
policies of said corporate respondent.

Respondents are engaged in the 1mport1ng and wholesaling of vari-
ous Indian made products including, but not limited to, scarves, with.
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their office and principal place of business loca,ted at 80 Fifth Avenue,
New York, New York.

2. The:Federal Trade Commission has jurisdiction of the sub;ect
matter of the proceeding and of the respondents and the proceeding
is in the public interest.

ORDER

1t is ordered, That the respondents India Industrial Products, Inc.,
4 corporation, and its officers, and Harvinder Singh, individually and
as an officer of said corporation,. and respondents’ representatives,
agents and employees, directly or throuoh any corporate or other de-
vme, do forthwith cease and desist from selling, offering for sale, in
connnerce, or 1mport1n<r into the United States, or 1ntroducmg, deliver-
mg for 1ntr0duct10n, transportmw or causing to be transported in
commer: ce, or selhncr or delivering after sale or shlpment 1n commerce,
tmy product, fabmc, or related material; or selling or offering for sale,
any product made of fabric or related materlal Whlch has been shipped -
or received in commerce as “comrnerce,”‘ “product,” “fabric” and

“related material” ave defined in the Flammable Fabrics Act, as
amended, which product fabric or related material fails to conform
to an ‘Lpphcable standard or recruhtlon issued, amended or continued
in effect under the provisions of thc aforesaid Act.

* It is further ordered, That respondents notify all of their customers
who- have purchased or to whom have been delivered the products
which gave rise to this complaint of the flammable nature of sald
pr oducts, and effect recall of said products from such customers.

1t is further or derecl That the respondents herein either process the
products which gave rise to the complaint so as to bring them into con-
formance with the applicable standard of ﬁammablhty under the
Flammable Fabrics Act, as amended, or destroy said products.

It is further ordered, That the respondents herein shall, within ten
( 10) days after service upon them of this order, file with the Commis-
slon a special report in writing setting forth the respondents’ inten-
tionis as to compliance with this order. This _special report shall also
advise the Commission fully and spec1ﬁcally concerning (1) the iden-
tlty of the products Whlch gave rise to the complaint, (2) the number
of said products in inventory, (3) any action taken and any further
actions proposed to be talken to notify customers of the ﬂammablhty
of S‘le products and eﬁ'ect the recall of said products from customers,
and of the results thereof, (4) any disposition of said products since
April 1970, and (5) any action taken or proposed to be taken to bring
sa,ld products 1nto conformance with. the apphcable standard of flam-
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mability under the Flammable Fabrics Act, as amended, or destroy
said produets, and the results of such action. Such report shall further
inform the Commission as to whether ‘or not respondents have in in-
ventory any products, fabrie, or related material having & plain sur-
Tace and made of paper, silk, rayon and acetate, nylon and acetate,
rayon, cotton or any other material or combinations thereof in a
weight of two ounces or less per square yard, or'any product, fabric or
related material having a raised fiber surface. Respondents shall sub-
mit samples of not less than one square yard in size of any such prod-
uct, fabric, or related material with this report.

It is further ordered, That the respondents notify the Commission
at least 30 days prior to any proposed change in the corporate respond-*
ent such as dissolution, assignment or sale resulting in the emergence
of a successor corporation, the creation or dissolution of subsidiaries -
or any other change in the corporation which may aﬁ'ect compliance
-obligations arising out of the order.

It is further ordered, That the respondent corporation shall forth-
with distribute a copy of this order to each of its operating divisions.

1t is further ordered, That the respondents herein shall, within sixty
(60) days after service upon them of this order, file with the Commis-
sion a report in writing setting forth in detail the manner and form
in which they have complied with this order.

In TaE MATTER OF
DAVID MORRIS CO., INC., ET AL.

‘CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION AND THE FLAMMABLE FABRICS ACTS

Docket 0-1999, Complaint, Aug. 3, 1971—Decision, Aug. 3, 19'7'1

Consent order requiring a New York City manufaecturer and distributor. of wear-
ing apparel, including bridal and formal gowns, to cease violating the Flam-
mable Fabrics Act by importing and selling any fabric which fails to con-
form to the standards of said Act.

CoMPLAINT

Puvsmnt to the provisions of the Federal Trade Oomrmssmn Act
and the Flammable Fabrics Act, as amended, and by virtue of the
authority vested in it by said Acts, the Federal Trade Commission,
having reason to believe that David Morris Co., Inc., a corporation, and
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Morris Gerstler, and David P. Lowe, individually and as officers of
said corporation, hereinafter referred to as respondents, have violated.
the provisions of said Acts, and the rules and regulations promul-
gated under the Flammable Fabrics Act, as amended, and it appearing
to the Commission that a proceeding by it in respect thereof would be
in the public interest, hereby issues its complaint, stating its charges in
that respect as follows:

Paracraru 1. Respondent David Morris Co., Inc., is a corporation
organized, existing and doing business under and by virtue of the laws
of the State of New York. Respondents Morris Gerstler, and David P.
Lowe, are officers of said corporate respondent. They formulate, direct
and control the acts, practices and policies of said corporation.

. The respondents are engaged in the business of the manufacture,
sale and distribution of wearing apparel, including but not limited
to bridal and formal gowns, with their office and principal place of
‘business located at 525 Seventh Avenue, New York, New York.

Par. 2. Respondents are now and for some time last past have been
engaged in the manufacture for sale, the sale and offering for sale, in
commerce, and have introduced, delivered for introduction, trans-
ported and caused to be transported in commerce, and have sold or
delivered after sale or shipment in commerce, products as the terms
“commerce” and “product,” are defined in the Flammable Fabrics Act,
as amended, which fail to conform to an applicable standard or regu-
lation continued in effect, issued or amended under the provisions of
the Flammable Fabrics Act, as amended.

Among such products mentioned hereinabove were women’s formal
gowns designated as model number 1278 with feathered ball cuffs at
bottom of sleeves. .

Par. 3. The aforesaid acts and practices of respondents were and
are in violation of the Flammable Fabrics Act, as amended, and the
rules and regulations promulgated thereunder, and as such constituted
and now constitute unfair methods of competition and unfair and de-
ceptive acts and practices in commerce, within the intent and meaning
of the Federal Trade Commission Act.

Deciston AND ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with
a copy of a draft of complaint which the Division of Textiles and
Furs, Bureau of Consumer Protection proposed to present to the
Commission for its consideration and which, if issued by the Commis-
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sion, would charge respondents with violation of the Federal Trade
Commission Act and the Flammable Fabrics Act, as amended ; and

The respondents and counsel for the Comlmsswn having thereafter
-executed an agreement containing a conseént order, an admission by the
respondents of all the jurisdictional facts set forth in the aforesaid
draft of complaint, a statement that the signing of said agreement is
for settlement purposes only and doeés not constitute an admission
by respondents that the law has been violated as alleged in such
complaint, and waivers and other provisions as required by the Com-
ission’srules; and : ‘

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondents have
violated the said Acts, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreéement and placed such agreement on the public record for
a period of thirty (30) days, now in further conformity with the
procedure prescribed in Section 2.84(b) of its rules, the Commission
hereby issues its complaint, makes the following jurisdietional find-
ings, and enters the following order:

1. Respondent David Morris Co., Inc., is a corporation organized,
existing and doing business under a‘nd"by" virtue of the laws of the
State of New York.

Respondents Morris Gerstler and David P. Lowe are officers of the
corporate respondent. They formulate, direct and control the acts,
practices and policies of said corporate respondent.

Respondents dre enoaged in the business of manufacture, sale and
distribution of wearing apparel, including but not limited to bridal
and formal gowns, with their office and principal place of business
located at 525 Seventh Avenue, New York, New York.

9. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents, and the proceeding
is in the public interest.

ORDER

It is ordered, That respondents David Morris Co., Inc.,a corporatlon,
and its officers, and Morris Gerstler, and David P. Lowe individually
and as officers of said corporation, and respondents’ representatives,
agents and employees, directly or through any corporate or other
device, do forthwith cease and desist from manufacturing for sale,
selling or offering for sale, in commerce, or importing into the United
States, or introducing, dehverlng for introduction, transporting or
causing to be transported, in commerce, or selling or delivering after
sale, or shipment in commerce any product, fabric or related material ;
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or manufacturing for sale, selling or offering for sale any product
made of fabric or related material which has been shipped or received
in commerce, as “commerce,” “product,” “fabric” and “related mate-
rial” are defined in the Flammable Fabrics Act, as amended, which
product, fabric or related material fails to conform to any applicable
standard or regulation continued in effect, issued or amended under
the provisions of the aforesaid Act, ~

- It is further ordered, That respondents notlfy all of thelr cusbomers
who have purchased or to whom have been delivered the products.
which gave rise to this complaint of the flammable nature of said
products and effect recall of said products from such customers.

It is further ordered, That the respondents herein either process
the products which gave rise to the complaint so as to bring them
into conformance with the applicable standard of flammability under
the Flammable Fabrics Act, as amended, or destroy said products.

It is further ordered, That the respondents herein shall within. ten
(10) days after service upon them of this order, file with the Com-
mission a special report in writing setting forth the. respondents’
intentions as to compliance with this order. This special report shall
also advise the Commission fully and specifically concerning (1) the
identity of the product which gave rise to the complaint, (2) the
number of said products in inventory, (3) any action taken and any
further action proposed to be taken to notify customers of the flam-
mability of said products and effect the recall of said products and
of the results thereof, (4) any disposition of said products since Jan-
uary 7, 1971, and (5) any action taken or proposed to be taken to
bring said products into conformance with the applicable standard
of flammability under the Flammable Fabrics Act, as amended, or
destroy said products, and the results of such action. Such report
shall further inform the Commission as to whether or not respond-
ents have in inventory any product, fabric, or related material hav-
ing a plain surface and made of paper, silk, rayon and acetate, nylon
and acetate, rayon, cotton or any other material or combinations.
thereof in a weight of two ounces or less per square yard, or any
product, fabric or related material having a raised fiber surface.
Respondents shall submit samples of not less than one square yard’
in size of any such product, fabric or related material with this report..

It is further ordered, That respondents notify the Commission
at least 30 days prior to any proposed change in the corporate respond-
‘ent such as dissolution, assignment or sale resulting in the emergence
of a successor corporation, the creation or dissolution of subsidiaries.
or any other change in the corporation which may affect compliance
obligations arising out of the order.
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1t is further ordered, That the corporate respondent shall forth-
with distribute a copy of this order to each of its operating divisions,

It is further ordered, That respondents herein shall, within sixty,
(60) days after service upon them of this order, file w1th the Com-
mission a report in writing, setting forth in detail the manner and,
form in which they have complied with this order.

IN THE MATTER OF

HENRI F. KAPLAN travive s BENJAMIN KAPLAN
AND COMPANY

CONSENT ORDER, DTC IN REGARD TO THE ALLEGED VIOLATION OF THE
I’EDERAL TRADE COMMISSION AND THE PLAMMABLD FABRICS ACTS

Docket 0—2000 O’ompla/mt Aug. 4, 1971—Decision, Aug. 4, 1971

Consent order requiring a North Hollywood, Calif,, 1mporter and seller of women’s’
and misses’ wearing apparel, including ladies’ scarves, to cease violating the
Flammable Fabrics Act by importing and selling any fabriec which fails to
conform to the standards of said Act.

COMPLAIN’I‘

"Pursuant to the prov1smns of the Federal Trade Commlssmn Act:
and the Flammable TFabrics’ Act, as amended, and by virtue of the
authority vested in it by said Acts, the I‘edeml Trade Commission,
having reason to believe that Henrl . Ka_plan, an 1nd1v1dua1 trad-,
ing and doing business as Benjamin Kaplan and Company, herein-
after referred to as respondent, has violated the provisions of said
Acts and the rules and. regulations promulgated under the Flammable,
Fabrics Act, as amended and it appearing to the Commission that,
a proceedmtr by it in respect thereof would be.in the public interest,,
hereby issues its complalnt statmg its charges in that respect as
follows: .

ParserarH 1. Respondent Henri F F. Kaplan is an 1nd1v1dua1 trad~
ing and doing business under the name of Benjamin Kaplan and:
Company, Wlth his prmclpal office and place of business located at
12522 Burbank Boulevard, in the 01ty of North Hollywood, State
of California.

Par. 2. Respondent is now, and for some tlme last past has been,.
engaged in the importation and. sale of women’s and misses’ wearing:
apparel including, but not limited to, ladies’ scarves. -
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Par. 8. Respondent is now and for some time last past has been
engaged in the sale and offering for sale, in' commerce, and has intro-
duced, delivered for introduetion, transported and caused to be trans-
ported in commerce, and has sold or delivered after sale or ship-
ment in commerce, products, as the terms “commerce,” and “product”
are defined in the Flammable Fabrics Act, as amended, which products
fail to conform to an applicable standard or regulation continued
in effect, issued or amended under the provisions of the Flammable
Fabrics Act, as amended.

Among such products mentioned herelnabove were scarves of 100
percent Rayon in two styles.

Par. 4. The aforesaid acts and practices of respondent were and
are in violation of the Flammable Fabries Act, as amended, and the,
rules and regulations promulgated thereunder, and as such consti-
tuted, and now constitute unfair methods of competition and unfair
and deceptive acts and practices in commerce within the intent and
meaning of the Federal Trade Commission. Act.

Dxrcision ANp OrRDER:

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of % draft of complaint which the Bureau of Consumer Protection
proposed to present to the Commission for its consideration and which,
if issued by the Commission, would charge respondent with violation
of the Federal Trade Commission Act and the Flammable Fabrics
Aet, asamended ; and

- The respondent and counsel for the Commission having thereafter
executed an agreement containing a consent order, an adrmsswn by the
respondent of all the jurisdictional facts set forth in the aforesaid
draft of complaint, a statement that the signing of said agreement is
for settlement purposes only and does not constitute an admission by
respondent that the law has been violated as alleged in such complaint,
and waivers and other pI‘OVISIODS as required by the Commlssmn s
rules; and

The Commissien having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondent has
violated the said Acts, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of thirty (30) days, now in further conformity with the
procedure prescribed in Section 2.34 (b) of its rules, the Commis-
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sion hereby issues its complaint, makes the following jurisdictional
findings and enters the following order:

1. Respondent Henri F. Xaplan is an individual, trading and doing
business as Benjamin Kaplan and Company. He is engaged in the
importation and sale of women’s wearing apparel, including ladies
-scarves, with his office and principal place of business located th 12522
.Burbank Boulevard, North Hollywood, California.

9. The Federal Trade Commission has jurisdiction of the sub]ect
matter of this proceeding. and of the respordent, and the proceeding
isin the public interest.

" ORDER

It is ordered, That the respondent, Henri F. Kaplan, individually,
.and trading and doing business as Benjamin Kaplan and Company, or
under any other name or names, and the respondent’s agents, repre-
sentatives and employees, directly or through any corporate or other
device, do-forthwith cease and desist from selling, offering for sale, in
commerce, or importing into the United C~tfztes or introducing,
delivering for introduction, tmnsportm or causing to be tr ansported
in commerce, or selling or delivering after sale or shipment in com-
merce, any product, fabric or related material ; or selling or offering for
sale, any product made of fabric or related material which has been
shipped. or received in commerce as “commerce,” “product,” “fabric”
-and “related material” are defined in the Flammable Fabrics Act, as
amended, which product, fabric, or related material fails to conform
‘to an ‘Lppllcable standard or regulation issued, amended or continued
in effect, under the provisions of the aforesaid Act.

It is further ordered, That respondent nctify all of his customers
who have purchased or tc whom have been delivered the products
which gave rise to the complaint, of the flammable nature of said prod-
‘ucts, and effect the recall of said products from such customers.

It is further ordered, That the respondent herein shall either proec-
ess the products which gave rise to the complaint so as to bring them
into conformance with the applicable standard of flammability under
the Flammable Fabrics Act, as amended, or destroy said produects.

1t is further ordered, Th"tt the reopondent herein shall, within ten
(10) days after service upon him of this order, file with the Commis-
sion & special report in writing setting forth the respondent’s inten-
‘tions as to compliance with this order. This special report shall also
advise the Commission fully and specifically concerning (1) the iden-
tity of the products which gave rise to the complaint, (2) the number
of said products in inventory, (8) any action taken and any further
actions proposed to be taken to notify customers of the flammability
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of said products and effect the recall of said products from customers,
and of the results thereof, (4) any disposition of said products since
August 31, 1970, and (5) any action taken or proposed to be taken to
bring said products into conformance with the applicable standard
of flammability under the Flammable Fabrics Act, as amended, or
destroy said products, and the results of such action. Such report shall
further inform the Commission as to whether or not respondent has in
inventory any product, fabric, or related material having a plain sur-
face and made of paper, silk, rayon and acetate, nylon and acetate,
rayon, cotton or any other material or combinations thereof in a weight
of two ounces or less per square yard, or any product, fabric, or re-
lated material having a raised fiber surface. Respondent shall submit
samples of not less than one square yard in size of any such product,

fabrlc, or related material with this report.

It is further ordered, That the respondent herein shall within sixty
(60) days after service upon him of this order, file with the Commis-
sion a report, in writing, setting forth in detail the manner and form
in which he has complied with this order.

IN THE MATTER OF

HAIRNET CORPORATION OF AMERICA TRADING AS
JACOBI ACCESSORIES CO., ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION AND THE FLAMMABLE FABRICS ACTS

Docket C-2001. Complaint, Aug. 4, 1971—Decision, Aug. }, 1971

Consent order requiring a New York City importer’and distributor of textile
fiber products, including ladies’ scarves, to cease violating the Flammable
Fabries Act by importing and selling any fabriec which fails to conform to
the standards of said Act.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Flammable Fabrics Act, as amended and by virtue of the
authority vested in it by said Acts, the Federal Trade Commission, hav-
ing reason to believe that Hairnet Corporation of America, a corpora-
tion doing business under its own name and under the trade name
Jacobi Accessories Co., a division of said corporation, and Edward
Gard, individually and as an officer of said corporation, hereinafter
referred to as respondents, have violated the provisions of said Acts
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and the rules and regulations promulgated under the Flammable Fab-
ries Act, as amended, and it appearing to the Commission that a pro-
ceeding by it in respect thereof would be in the public interest, hereby
issues its complaint stating its charges in that respect as follows:

ParacrarH 1. Respondent Hairnet Corporation of America, is a
corporation organized, existing and doing business under and by vir-
tue of the laws of the State of New York. Its office and principal place
of business is located at 151 West 26th Street, New York, New York.
Respondent does business under its own name and under the name
Jacobi Accessories Co.

Respondent Edward Gard is an officer of the corporate respondent.
He formulates, directs and controls the acts, practices and policies of
the said corporate respondent including those hereinafter set forth.

Respondents are engaged in the importation, sale and distribution
of textile fiber products, including, but not limited to, ladies’ scarves.

Par. 2. Respondents are now and for some time last past have been
engaged in the sale and offering for sale, in commerce, and the impor-
tation into the United States, and have introduced, delivered for in-
troduction, transported and caused to be transported in commerce,
and have sold or delivered after sale or shipment in commerce, prod-
ucts, as the terms “commerce,” and “product” are defined in the
Flammable Fabrics Act, as amended, which fail to conform to an ap-
plicable standard or regulation continued in effect, issued or amended
under the provisions of the Flammable Fabrics Act, as amended. ’

Among such products mentioned hereinabove were ladies’ scarves.

Par. 8. The aforesaid acts and practices of respondents were and
are in violation of the Flammable Fabrics Act, as amended, and the
rules and regulations promulgated thereunder, and constituted, and
now constitute, unfair methods of competition and unfair and decep-
tive acts and practices in commerce, within the intent and meaning of
the Federal Trade Commission Act. :

Drorsion ANp ORDER

The Federal Trade Commission having initiated an investigation of
certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Consumer Protec-
tion proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondents with
violation of the Federal Trade Commission Act and the Flammable
Fabrics Act, as amended ; and
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The respondents and counsel for the Commission having thereafter
executed an agreement containing a consent order, an admission by the
Iespondents of all the ]ur1sdlct10na1 facts set forth in the aforesaid
draft of complaint, a statement that the signing of said agreement is
for settlement purposes only and does not constitute an admission by
respondents that the law has been violated as alleged in such com-
p“ul t, and waivers and other provisions as required by the Commis-
sien’s rules; and

The Commissien having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondents
‘have violated the said Acts, and that complaint should issue stating
its charges in that respect, and having thereupon accepted the exe-
cuted agreement and placed such agreement on the public record for
a period of thirty (30) days, now in further conformity with the
procedule prescribed in Section 2.34(b) of its rules, the Commission
hereby issues its eomplaint, makes the following jurisdictional find-
ings, and enters the following order :

1. Respondent Edward Gard is an officer of the corporate- respond-
ent. He formulates, directs and controls the acts, practices and poli-
cies of the said corporate respondent including those herelnaftel set
forth.

Respondent Hairnet Corporation of America is a corporation or-
ganized, existing and doing business under and by virtue of the laws
of the State of New York. Its office and principal place of business is
located at 151 West 26th Street, New York, New York. Respondent
does business under its own name and under the name Jacobi Acces-
sories Co.

Respondents are engaged in the importation, sale and distribution
of textile fiber products, including, but not limited to, ladies’ scarves.

2. The Federal Trade Commission has jurisdiction of the subject
matter of the proceeding and of the respondents and the proceeding
is in the public interest.

ORDIR

It is ordered, That the respondents Hairnet Corporation of Amer-
ica, a corporation doing business under its own name and under the
trade name Jacobi Accessories Co., a division of said corporation, or
under any other name or names and its officers, and Edward Gard,
individually and as an officer of said corporation, and respondents’
representatives, agents and employees, directly or through any corpo-
rate or other device, do forthwith cease and desist from manufactur-
ing for sale, selling, offering for sale, in commerce, or importing into



JACOBI ACCESSORIES CO., ET AL. 187
184 Decision and Order

the United States, or introducing, delivering for introduction, trans-
porting or causing to be transported in commerce, or selling or de-
livering after sale or shipment in commerce, any product, fabric, or
related material; or manufacturing for sale, selling or offering for
sale, any product made of fabric or related material which has been
shipped or received in commerce as “commerce,” “product,” “fabric”
and “related material” are defined in the Flammable Fabrics Act, as
amended, which product, fabric or related material fails to conform
to an applicable standard or regulation issued, amended or continued
in effect, under the provisions of the aforesaid Act.

It is further ordered, That respondents notify all of their custom-
ers who have purchased or to whom have been delivered the ladies’
scarves which gave rise to the complaint, of the flammable nature of
said scarves and effect the recall of said scarves from such customers.

It is further ordered, That the respondents herein either process
the scarves which gave rise to the complaint so as to bring them into
conformance with the applicable standard of flammability under the
Flammable Fabrics Act, as amended, or destroy said scarves.

It is further ordered, That the respondents herein shall, within ten
(10) days after service upon them of this order, file with the Com-
mission an interim special report in writing setting forth the respond-
ents’ intentions as to compliance with this order. This special report
shall also advise the Commission fully and specifically concerning (1)
the identity of the scarves which gave rise to the complaint, (2) the
number of said scarves in inventory, (8) any action taken and any
further actions proposed to be taken to notify customers of the flam-
mability of said scarves and effect the recall of said scarves from
customers, and of the results thereof, (4) any disposition of said
scarves since September 10, 1970, and (5) any action taken or pro-
posed to be taken to bring said scarves into conformance with the
applicable standard of flammability under the Flammable Fabrics
Act, as amended, or destroy said scarves and the results of such ac-
tion. Such report shall further inform the Commission as to whether
or not respondents have in inventory any product, fabric, or related
material having a plain surface and made of paper, silk, rayon and
acetate, nylon and acetate, rayon, cotton or any other material or com-
binations thereof in a weight of two ounces or less per square yard, or
any product, fabric, or related material having a raised fiber surface.
Respondents shall submit samples of not less than one square yard in
size of any such product, fabric, or related material with this report.

It is further ordered, That respondents notify the Commission at
least 80 days prior to any proposed change in the corporate respondent,
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such as dissolution, assignment or sale resulting in the emergence of a
successor corporation, the creation or dissolution of subsidiaries or
any other change in the corporation which may affect compliance ob-
ligations arising out of this order.

It is further ordered, That the respondent corporation shall forth-
with distribute a copy of this order to each of its operating divisions.

It is further ordered, That the respondents herein shall, within
sixty (60) days after service upon them of this order, file with the
Commission a report in writing setting forth in detail the manner and
form in which they have complied with this order.

Ix Tae MATTER OF

CHARLES L. CRANDALL poine pusiNess as CARPETS
UNLIMITED, ETC.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
TFEDERAL TRADE COMMISSION AND THE TEXTILE FIBER PRODUCTS IDENTI-
FICATION ACTS

Docket C-2002. Complaint, Aug. 5, 1971—Decision, Ang. 5, 1971

Consent order requiring a Dalton, Ga., individual engaged in wholesaling of
carpet yarns and manufacturing textile fiber carpeting to cease misbranding
his textile fiber products and failing to maintain proper records.

CoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Textile Fiber Products Identification Act, and by virtue of
the authority vested in it by said Acts, the Federal Trade Commission,
having reason to believe that Charles L. Crandall, individually and
doing business as Carpets Unlimited and Crandall Yarn Company,
hereinafter referred to as respondent, has violated the provisions of
said Acts and the rules and regulations promulgated under the Textile
Fiber Products Identification Act, and it appearing to the Commis-
sion that a proceeding by it in respect thereof would be in the public
interest, hereby issues its complaint stating its charges in that respect
as follows:

Paracrara 1. Respondent Charles L. Crandall is an individual doing
business as Carpets Unlimited and Crandall Yarn Company with his
office and principal place of business located on Rural Route 1, Carbon-
dale Road, Dalton, Georgia.



CARPETS UNLIMITED, ETC. 189
188 Complaint

Respondent is engaged in the wholesaling of carpet yarns and in
the manufacture of textile fiber products, namely carpeting. ,

Par. 2. Respondent is now and for some time last past has been
engaged in the introduction, delivery for introduction, manufacture
for introduction, sale, advertising, and offering for sale, in commerce,
and in the importation into the United States, of textile fiber products;
and has sold, offered for sale, advertised, delivered, transported and
~ caused to be transported, textile fiber products, which have been ad-
vertised or offered for sale in commerce; and has sold, offered for sale,
advertised, delivered, transported and caused to be transported after
shipment in commerce, textile fiber products, either in their original
state or contained in other textile fiber products, as the terms “com-
merce” and “textile fiber product” are defined in the Textile Fiber
Products Identification Act.

Par. 8. Certain of said textile fiber products were misbranded by
respondent within the intent and meaning of Section 4(a) of the
Textile Fiber Products Identification Act and the rules and regula-
tions promulgated thereunder in that they were falsely and deceptively
stamped, tagged, labeled, invoiced, advertised, or otherwise identified
~ asto the names and amounts of the constituent fibers contained therein.

Among such misbranded textile fiber products, but not limited
thereto, was textile stock represented to be 100 percent Acrilan whereas
in truth and in fact, such products contained substantially different
amounts of fibers other than as represented.

Par. 4. Certain of said textile products were further misbranded by
respondent in that they were not stamped, tagged, labeled or other-
wise identified as required under the provisions of Section 4(b) of the
Textile Fiber Products Identification Act, and in the manner and
form as prescribed by the rules and regulations promulgated under
said Act. _

Among such misbranded textile fiber products, but not limited
thereto, were carpets which failed to disclose the true percentage of .
fibers by weight in the pile.

Par. 5. Respondent has failed to maintain proper records showing
the fiber content, of the textile fiber products manufactured by them,
in violation of Section 6 of the Textile Fiber Products Identification
Act and Rule 39 of the regulations promuigated thereunder.

Pax. 6. The acts and practices of respondent as set forth above were,
and are, in violation of the Textile Fiber Products Identification Act
and the rules and regulations promulgated thereunder, and consti-
tuted, and now constitute, unfair methods of competition and unfair
and deceptive acts and practices, in commerce, under the Federal
Trade Commission Act.
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The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of a draft of complaint which the Division of Textiles and Furs
proposed to present to the Commission for its consideration and which,
if issued by the Commission, would charge respondent with violation
of the Federal Trade Commission Act and the Textile Fiber Products.
Tdentification Act; and

The respondent and counsel for the Commission having thereafter

“executed an agreement containing 2 consent order, an admission by
the respondent of all the jurisdictional facts set forth in the aforesaid
draft of complaint, a statement that the signing of said agreement is
for settlement purposes only and does not constitute an admission by
respondent that the law has been violated as alleged in such complaint,
and waivers and other provisions as required by the Cemmission’s
rules; and ‘

The Commission having thereafter considered the matter and having
determined that it had reason to believe that the respondent has.
violated the said Acts, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of thirty (30) days, now in further conformity with the
procedure prescribed in Section 2.34(b) of its rules, the Commission
hereby issues its complaint, makes the following jurisdictional find-
ings, and enters the following order:

1. Respondent Charles L. Crandall is an individual doing business
as Carpets Unlimited and Crandall Yarn Company with his office
and principal place of business located on Rural Route 1, Carbondale
Road, Dalton, Georgia.

Respondent is engaged in the wholesaling of carpet yarns and in the
manufacture of textile fiber products, namely carpeting.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent, and the proceeding
is in the public interest.

ORDER

It is ordered, That respondent Charles L. Crandall, individually,
and doing business as Carpets Unlimited and Crandall Yarn Company
or under any other name or names, and respondent’s representatives,
agents and employees, directly or through any corporate or other device
in connection with the introduction, delivery for introduction, manu-
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facturing for introduction, sale, advertising or offering for sale, in
commerce, or the transportation or causing to be transported in com-
merce, or the importation into the United S’mtes, of any textile fiber
product; or in connection with the sale, offering for sale, advertising,
dehvery, transportation or causing to be transported, of any textlle
fiber product which has been advertised or offered for sale in com-
merce; or in connection with the sale, offering for sale, advertising,
delivery, transportation, or causing to be transported, after shipment
in commerce, of any textile fiber product, whether in its original state
or contained in other textile fiber products, as the terms “commerce”
and “textile fiber product” are defined in the Textile Fiber Products
Identification Act, do forthwith cease and desist from:
A. Misbranding textile fiber products by:
( 1) Falsely or deceptively stamping, tagging, labeling,
invoicing, advertising, or otherwise identifying such products
-as to the name or amount of constituent fibers contained
. therein as required by Section 4(a) -of the Textile Fiber
Products Identification Act. :
(2) Failing to aflix a stamp, tag, label or other means of
identification to each such product showing in a clear, legible
. and conspicuous manner each element of the information
“required to be disclosed by Section 4 (b) of the Textile Fiber
Products Identification Act.
B. Failing to maintain and preserve proper records showing
the fiber content of the textile fiber products manufactured by

said respondent, as required by Section 6 of the Textile Fiber
Products Identification Act and Rule 39 of the Regulations

promulgated thereunder.
1t s further ordered, That respondent herein shall within sixty (60)
days after service upon him of this order, file with the Commission
a report, in writing, setting forth in detail the manner and form in
which he has complied with this order.
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