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(b) -Failing to make any refund in accordance with the
policy set forth in Paragraph 10(a).

11. (a) Failing to disclose, in writing, clearly and conspicu-
ously, the refund policy of respondents with respect to those
students who have embarked upon the training program after
the 72-hour period set forth in Paragraph 10(a) above.

(b) Failing to make any refund in-accordance with the
refund policy disclosed to the students under Paragraph 11 (a)
above.

It is further ordered, That respondents shall forthwith deliver a
copy of this order to cease and desist to all present and future sales-
men or other persons engaged in selling respondents’ courses of study
and instruction and secure from each such salesmen or other persons
a signed statement acknowledging receipt of said order.

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

It is further ordered, That respondents notlfy the Commission at
least 30 days prior to any proposed change in the corporate respond-
ents 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.

[t 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.

1t is further ordered, That the individual respondent named herein
promptly notify the Commission of the discontinuance of his present
business or employment and of his affiliation with a new business or
employment. Such notice shall include respondent’s current business
or employment in which he is engaged as well as a description of his
duties and responsibilities.

In i MATTER OF
COLONIAL ENGINEERING CORPORATION, ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
TRUTH IN LENDING AND THE FEDERAL TRADE COMMISSION ACTS
Doclket 0-2272. Complaint, August 18, 1972——Decision, August 18, 1972.

Consent order requiring a Springfield, Massachusetts, seller and distributor of
home improvement products to cease, among other things, representing
salesmen as officers, co-owners or advertising representatives of the respond-
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ent eorporation; representing any priee as special or reduced unless such.
price is a substantial reduction in price; failing to disclose terms and con-
- ditions -of guarantees; inducing purchasers to sign blank or partially blank
‘legal instrument_s'or documents; failing to disclose to customers all necessary
" disclosures required by Regulation Z of the Truth in Lending Act. Respond-
ent is further required to include on the face of its notes a notice that any
subsequent holder takes the note with all conditions of the contract
evidencing the debt.
oo ‘ COMPLAINT

Pursuant to the provisions of the Federal Trade Comm1ss1on Act,
and the Truth in Lending Act and the implementing regulatlon pro-
mulgated thereunder, and by virtue of the authority vested in it by
those Acts, the Federal Trade Commlssmn, having reason to believe
* that Colonial Engineering Corporation, a corporation, and Stanley
D. Saxby, (AKA-S. Douglas Saxby), 1nd1v1dua]ly and as an officer
of that. corporatlon, hereinafter referred to as respondents have vio-
lated. the provisions of those: Acts and of Regulatlon Z promulgated
under the Truth in Lendmg Act, and 1t appearing to the Commission
tha,t a proceedmg by it in respect thereof would be in the public i in-
. terest, hereby i issues its complaint stating its charges in that respect

- as follows:

ParacrarH 1. Respondent Colonlal Dnglneermg Corporation is a
corporation organized, existing and doing business under and by virtue
of the laws of the State of Maine, with its principal office and place
of business-located at 78 Verge Street, Springfield, Massachusetts.

Respondent Stanley D. Saxby (AK'& S. Douglas Saxby) is an offi-
cer of the corporate respondent.. He formulates, directs and controls
the policies, acts and practices of the corporate respondent, including
the acts and practices hereinafter set forth. His business address is the
same as that of corporate repondent.

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

Par. 2. Respondents are now, and for some time last past have been,
engaged in the advertising, offering for sale, sale and distribution of
various home improvement products to the general public, including
residential siding materials, and the installation thereof.

COUNT I

Alleging violations of Section 5 of the Federal Trade Commission
Act, the allegations of Paragraphs One and Two hereof are incor-
porated by reference in Count I as if fully set forth verbatim.

Par. 3. In the course and conduct of their business as aforesaid,
respondents now cause, and for some time last past have caused, thelr
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sald products when sold, to be shipped from their place of business in
the Commonwealth of Massachusetts: 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 “commerce” is defined in the Federal
Trade Commission Act.

Par. 4. In the course and conduct of their aforesaid busmess and
for the purpose of inducing the purchase of their products and 1nstal—
lations, respondents have made, and are now making, numerous state-
ments and representations through oral statements made by their
salesmen and representatives with respect to the nature of their offer,
their prices, time. hmltatlons, guarantees and performance: of their
products. : '

Typical and 1]lustrat1ve of said:statements and representatmns but
not all inclusive thereof,are the: followmg

Guaranteed for the life of the house.

‘The-cost of heating your ‘home will be cut in half. R

We'll pay you $100 for every customer obtained as .a result of viewing yourv\
home.

We can give you a speelal reduced prlce because we want to use your home for
advertlsmg purposes.

Par. 5. By and through the use of the aforesaid statements and
representations, and others of similar import and meaning, but not
expressly set out herein, in connection with the oral statements and
representations of their salesmen and representatives, the respondents
have represented, and are now representl ng, directly or by implication
that:

1. Respondents’ representatives or salesmen, soliciting the sale of
products and installations are officers, co-owners, owners, or advertis-
ing representatives of the corporate respondent, or representatives of
- or connected or affiliated Wlth the manufacturers of respondents’
products.

2. Respondents’ products and installations are being offered for sale
at special or reduced prices, and that savings are thereby afforded
purchasers from respondents’ regular selling prices.

3. Homes of prospective purchasers had been specially selected as
model homes for the installation of respondents’ siding; after instal-
lation such homes would be used for demonstration and advertising
purposes by respondents; and, as a result of allowing their homes to
be used as models, purchasers would be granted reduced prices or
would receive allowances, discounts or commissions.

4. The said offer of reduced prices must be accepted at once or
within a limited time.
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5 Doors, ralhngs, shutters, gutters or-other things of value selected
by ‘a purchaser in connection with the purchase of siding materials
and the installation thereof are given free to such purohasers :

6. Respondents’ products and installations are unconditionally guar-
anteed, without condition or limitation, for life or for spec1ﬁc terms
of years.

- 7. The purchase and installation of respondents’ 81d1ng ma.temals
W111 result in a savings of up to 50 percent on the purchaser’s heating
Tuel expenses. - :

Par. 6. In truth and in fact

1. Respondents’ representatives or salesmen, soliciting the sa,le of.
siding materials and installations are not officers, co-owners, owners,
or advertising representatives of or connected or aﬂihated WIth the:
manufacturers of respondents’ produicts. : :

2. Respondents’ products and installatiens are not belntr oﬁ’ered for
sale at special or reduced prices, and savings are not granted re-
spondents’ customers because of a reduction from respondents’ regula,r
selling prlce In fact, respondent does not have a regular selling price

‘but the prices at Whlch respondents’ said products and installations
are sold vary from customer to customer depending on the resmtance
of the prospective purchaser. ‘

3. Homes of prospective purchasers are not specially selected as
model homes for installation of respondents’ products; after installa
tion such homes are not used for demonstration and advertising pur-
poses by respondents; and purchasers, as a result of allowing or agree-
ing to allow their homes to be used as models, are not granted reduced
prices, nor do they receive allowances, discounts or commissions:

4. Respondents’ offer need not be accepted at once or within a lim-
ited time. Said merchandise is offered regularly at the represented
prices and on the terms and conditions therein stated.

5. Doors, railings, shutters, gutters or other things of value selected
by a purchaser are not given free with the purchase of siding mate-
rials and the installation thereof, but the prices of these products are
included in the price of the siding materials and installations.

6. Respondents’ products and installations are not unconditionally
guaranteed without condition or limitation for life or any specific
term of years. Such guarantee as may be provided is subject to nu-
merous terms, conditions and limitations and it fails to set forth the
real nature and extent of the guarantee, the identity of the guarantor,
and the manner in which the guarantor will perform thereunder.

7. All purchasers of respondents’ residential siding materials will
not realize a savings of up to 50 percent in the cost of heating their
residences. Few, if any, will realize such savings.
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Therefore, the statements and representations as set forth in Para-
graphs Four dand Five hereof were and are false, misleading and
deceptive. o : : -

Par. 7. In the further course and conduct of their business, and in
furtherance of a sales program for inducing the purchase of their
home improvement products and installations, including residential
siding materials, respondents and their salesmen or representatives
have engaged in the following additional unfair and false, misleading
and deceptive acts and practices: '

1. In a substantial number of instances and in the usual course of
their business, respondents sell, transfer or assign their customers’
obligations, procured by the aforesaid unfair, false, misleading and
deceptive means, to various financial institutions. In any subsequent
legal action to collect on such obligations, these financial institutions
or other third parties, as a general rule, have available and can inter-
pose various defenses which may cut off certain valid claims custom-
ers may have against respondents for failure to perform or for cer-
tain other unfair, false, misleading or deceptive acts and practices.

2. In a substantial number of instances through the use of false,
misleading and deceptive statements and representations set out in
Paragraphs Four and Five above, respondents have been able through
high pressure sales tactics to induce customers into signing contracts
with respondents on the respondents’ initial contact with the custom-
ers. In many cases the contracts signed are blank or incomplete at
the time of signing. In such a situation, it is highly improbable that
the customer was able to seek out advice or make an independent
decision on whether or not he should enter into the contract and,
therefore, had to rely heavily on the advice and information given
‘to him by respondents. '

Therefore, the acts and practices as set forth in Paragraph Seven
hereof were and are unfair and false, misleading and deceptive acts
and practices. ‘

Par. 8. In the course and conduct of their aforesaid business, and
at all times mentioned herein, respondents have been, and now are, in
substantial competition, in commerce, with corporations, firms and in-
dividuals in the sale of home improvements, including residential sid-
ing, of the same general kind and nature as that sold by respondents.

Par. 9. The use by the respondents of the aforesaid false, mislead-
ing and deceptive statements, representations and practices has had,
and now has, the capacity and tendency to mislead members of the
purchasing public into the erroneous and mistaken belief that said
statements and representations were and are true and into the purchase
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of substantial quantities of respondents’ products by reason of .said
erroneous and mistaken belief. S

Par. 10. The aforesaid acts and practlces of respondents, as herem-
alleged, were and are all to the prejudice and injury of the public and
- of respondents’ competitors and constituted, and now constitute, un-
fair and deceptive acts and practices in commerce in violation of
Section 5 of the Federal Trade Commission Act.

COUNT II

Allegmg violation of the Truth In Lendlng Act and the implement-
ing regulation promulgated thereunder, and ‘of the Federal Trade
Commission Act, the allegations of Paracrraphs One and Two hereof
are incorporated by reference in Count II as 1f fu]ly set forth
verbatim.

'Par. 11. In the ordmary course and conduct of their busmess, as‘=
aforesaid, respondents regularly extend or arrange for the extension’
of consumer credit, and for some tinte last past hive reO'uIa,rly ex—__'
tenided or a,rranged for the extension of consumer credit as “consumer'
credit” is defined in Regula,tlon Z, the 1mplement1ng regulatlon of the
Truth In Lending Act, duly promulgated by the Board of Governors_,‘
of the Federal Reserve System S

Par. 12. Subsequent to July 1, 1969, 1espondents, in the ordmary
course and conduct of their busmess and in connection with credit sales

“credit sales” is defined in Section 226.2 (n) of Regulation Z, have
caused and are causing their customers to execute retail installment
contracts, hereinafter referred to as “the contract.” :

Par. 13. By and through the use of the contract, respondents, in a
number of instances:

1. Have failed to disclose the date on which the finance charge
begms to accrue if different from the date of the transaction, as re-
quired by Section 226.8 (b) (1) of Regulation Z.

2. Have failed to disclose the finance charge expressed as an annual
percentage rate as required by Section 226.8 (b) (2) of Regulation Z.

3. Have failed to disclose the number, amount and due dates or
period of payments scheduled to repay the indebtedness, and the sum
of such payments, as required by Section 226.8 (b) (3) of Regula-
tion Z.

4. Have failed to give a clear identification of the property to which
any security interest relates or, if such property is not identifiable, an
explanation of the manner in which the creditor retains or may acquire
a security interest in such property which the creditor is unable to
identify, as required by Section 226.8 (b) (5) of Regulation Z.
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5. Have failed to-disclose the “cash price"’ of the preperty and/or
service purchased, as required by Sectlon 226.8 (c) (1) of Regula-
tion Z. -

6. Have fa,lled to d1sclose the amount of the downpayment 1tem1zed
‘as downpayment in money and downpayment in property, as required
by Section 226.8 (c) (2) of Regulation Z.

7. Have failed to disclose the “unpald balance of cash prlce” as the
difference between the amounts described as “cash price” and “total
down payment,” as required by Section 226.8 (c) (8) of Regulation Z.

8. Have failed to disclose all other charges, individually itemized,
which are included in the amount financed but are not part of the
finance charge, as required by Section 226.8 (¢) (4) of Regulation Z.

9. Have failed to disclose the sum of the “unpaid balance of the
cash price” and all other charges included in the “amount financed”
but which are not part of the “finance cha.rge,” as required by Section
. 226.8 (c) (5) of Regulation Z.

10. Have failed to disclose the “amount ﬁnanced ? ag requlred by
Section 226.8(c) (7) of Regulation Z. ,

11. Have failed to disclose the total amount of the finance charge,
as required by Section 226.8 (¢) (8) (i) of Regulation Z. -

12. Have failed to disclose the “deferred payment price” as the
sum of the cash price, all other charges which are part of the amount
financed but are not part of the finance charge, and the finance charge,
as required by Section 226.8 (¢) (8) (ii) of Regulation Z.

13. Have failed to furnish the customer with a duplicate of the in-
strument containing the disclosures required by Section 226.8 or a
statement by which the required disclosures are made at the time
those disclosures are made, as prescribed by Section 226.8 (a) of
Regulation Z.

Par. 14. By and through the use of the contract respondents have
in various instances induced and caused their customers to affix their
signatures to such contracts prior to the completion and insertion of
all terms and figures relevant to such contract. In such manner the
respondents have failed to provide those disclosures required by Sec-
tion 226.8 (a) (b) (c). '

Par. 15. By and through the use of respondents’ contract to per-
form various home improvements, a security interest, as “security
interest” is defined in Section 226.2 (z) of Regulation Z, is or will be
retained or acquired in real property which is used or expected to be
used as the principal residence of respondents’ eustomers. Respond-
ents’ retention or acquisition of such security interest in said real
property thereby entitles his credit customers to be. given the right

494-841—73—19
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to rescind that transaction until midnight of- the third business day
following the consummation of the transaction or the date of delivery
of all the disclosures required by Regulation Z, whichever is later.,

. Respondents have failed in a number of instances to provide their
customers with a notice of the customers’ right to rescind as reqmred .
by Section 226.9 (b) of Regulation Z.

Par. 16. Pursuant to Section 103 (q) of the Truth in Lendmg Act
respondents’ failures to comply with the provisions of Regulation Z
constitute violations of that Act-and, pursuant to Section 108 thereof,
respondents thereby violated the Federal Trade Commission Act.

DEecision ANp ORDER .

The Federal Trade Commission havmg initiated an investigation
of certain acts and practlces 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 Boston 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, the Truth in Lending Act,
and regulations promulgated under the Truth in Lending Act; and °

The respondents and counsel for the Commission having thereafte1
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-
ment is for settlement purposes only and does not constitute an ad-
mission 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 executed
consent agreement and placed such agreement on the public record for
a period of thirty (30) days, now in further conformity with the pro-
cedure prescribed in Section 2.34(b) of its rules, the Commission
issues its complaint, makes the following jurisdictional findings, and
enters the following order:

1. Respondent Colonial Engineering Corporation is a corporatlon,
organized, existing and doing business under and by virtue of the laws
of the State of Maine, with its principal office and place of bus1ness.
located at 78 Verge Street, Springfield, Massachusetts.
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Respondent Stanley D. Saxby, (AKA S. Douglas Saxby) is an
officer of the corporate respondent. He formulates, direets, and con-
trols the policies, acts and practices of the corporate respondent, in-
cluding the acts and practices hereinafter set forth. His address is
the same as that of the corporate respondent.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents, and the proceedmg
is in the publie interest. :

ORDER

I

1t is ordered, That respondents Colonial Engineering Corporation,
a corporation, its successors and assigns, and its officers; and Stanley D.
Saxby (AKA S. Douglas Saxby) individually and as an officer of
said corporation trading under said corporate name or any trade name
or names, and respondents’ officers, agents, representatives, and em-
ployees, directly or through any corporation, subsidiary, division, or
other device, in connection with advertising, offering for sale, sale, -
distribution or -installation of residential siding materials or other
home improvement products or services or other products in com-
merce, as “commerce” is defined in the Federal Trade Commission Act,

do forthwith cease and desist from:
1. Representing, directly or by implication, orally or in writing

that:

(a) Respondents’ salesmen or representatives are officers,
co-owners, owners or advertising representatives of the cor-
porate respondent, or representatives of or connected or affil-
iated with the manufacturers of respondents’ products.

(b) Any price for home improvement materials or other
products or services, sold or installed by respondents, is a
special or reduced price; unless respondents can affirmatively
show that such price constitutes a significant reduction from
the price at which respondents have sold or installed substan-
tia,lly similar home improvements, or other products or serv-
ices, for a reasonably substantial period of t1me in the recent
recrular course of their business.

(c) The home of any of respondents’ customers or prospec-
tive customers has been selected to be used or will be used as
a model home, or otherwise, for advertising or’ demonstra-
tion purposes. :

(d) Any reduced price, allowance, discount or commission is
granted by respondents to purchasers in return for permit-
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- ting oragreeing to allow the premises on which respondents’
products are installed to be used for model home or for
demonstration purposes. : B

(e) -Any offer to sell products and installations is limited
in time or in any other manner unless any represented limi-
tation or restriction is actually imposed and adhered to. -
(£) Doors, railings, shutters, gutters or other things - of
value selected by a purchaser in connection with the purchase
of siding materials and the installation thereof are given free
to such purchasers. "
(g) Any of respondents’ products and installations are
guaranteed unless the nature, extent and duration of the guar-
antee, the identity of the guarantor and the manner in which
the guarantor will pérform thereunder are clearly and con-
- spicuously disclosed; and unless respondents promptly and
fully perform all of their obligations and requirements, di-
rectly or impliedly represented, under the terms of each such .
guarantee. : - S
(h) Purchasers of respondents” siding materials and in-
-stallations will realize any specific percentage or amount of
savings, or that savings can be had generally in their heating
fuel expenses.

2. Inducing or causing purchasers or prospective purchasers of
respondents’ products or services to sign blank or partially com-
pleted retail installment contracts or other legal instruments or
documents. »
- 3. Assigning, selling or otherwise transferring respondents’
notes, contracts or other documents evidencing a purchaser’s in-
debtedness, unless any rights or defenses which the purchaser has
and may assert against respondents are preserved and may be
asserted against any assignee or subsequent holder of such note,
contract or other documents evidencing the indebtedness.

4. Failing to include the following statement clearly and con-
spicuously on the face of any note, contract or other instrument
of indebtedness executed by or on behalf of respondents’
customers:

NOTICE

Any holder takes this instrument subject to the terms and conditions of the
contract which gave rise to the debt evidenced hereby, any contractual provision
or other agreement to the contrary notwithstanding.

5. Contracting for any sale arising out of a door to door solicita- _
tion which shall become binding on the buyer prior to midnight
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- of the third day, excluding. Sundays and legal hohdays after the
date of consummation:of the transaction. S

6. (a) Failing to disclose to the buyers, in any sa,le ansmg
out. of a door to door solicitation,-orally, prior to the consum-
mation of the sale, and in writing; on any conditional sales

" .. contract, security .agreement, promissory: note -or:other. in-
strument executed by such buyer with such conspicuousness
. and clarity as is likely to be observed and read by:siich buyer,
that the buyer may rescind or :cancel the; sale by directing
or mailing a notice of cancellation: to respondents’ address
prior to. midnight of the third day, excludmg Sundays and
Jegalholidays, after'the date of the sale: - SRS
(b) Upon such cancellation, the burden shall be on respond—
- ents to collect-any goods left in buyer’s home-and to return any-
payments received from the buyer. Nothing ¢ontained in this
right-to-cancel provision shall relieve buyers of the respon-
sibility for. taking reasonable  care ‘of 'the -goods: prior to
cancellation. . .and durmg a, reasonable penod followmg
cancellation. : :

(c¢) Failing to prov1de a separate and clearly unde1stand-
able form which the buyer may use as a notice of
cancellation. A » _

(d) Failing to refund immediately all monies to customers
who have requested contract cancellation in writing within
three (3) days from the execution of such contract.

IL

1t is ordered, That respondents Colonial Engineering Corporation,
a corporation, its successors and assigns, and its officers, and Stanley D.
Saxby (AKA S. Douglas Saxby), individually and as an officer
of the corporation, trading under the corporate name or trading or
doing business under any other name or names, and respondents’ offi-
cers, agents, representatives and employees, directly or through any
corporation, subsidiary, division 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 “advertisement” are defined in Regulation Z
(12 C.F.R. §226) of the Truth in Lending Act (Pub.-L. 90-321, 15
USC 1601 et seq.), do forthwith cease and desist from : :
1. Failing to disclose the date on which the finance charge
begins to accrue when that date is different from the date of the
transaction, as required by Section 226.8(b) (1) of Regulation Z.
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- 2. Failing to disclose the finance charge expressed as an annual
percentage rate, as required by Section 226.8(b) (2) of Regula-

“tion' Z. :

3. Failing to disclose the number; amount and due dates or
period of payments scheduled to repay the indebtedness, and the
sum of such payments, as required by Section 226.8(b) (3) of
Regulation Z. - ‘ S L

4. Tailing to give a clear identification of property to which

- any security interest relates or, if such property is not identifiable,
- an explanation of the manner in which the creditor retains or may

acquire a security interest in such property which the creditor
is unable to identify, as Tequired by Section 226.8(b) (5) of
Regulation Z. -~ ' : o

5. Failing to disclose the “cash price” of the property and/or

" service purchased, as required by Section 226.8(c) (1) of Regula-
“tion Z.. : : - o

6. Failing to disclose the amount of the downpayment, itemized

as downpayment in money and downpayment in property, as
required by Section 226.8(c) (2) of Regulation Z. ' '
- %, Failing to disclose the “unpaid balance of cash price” as
the difference between the amount described as “cash price” and
“gotal downpayment” as required by Section 226.8(c) (3) of
Regulation Z.

8. Failing to disclose all other charges, individually itemized,
which are included in the amount financed but are not part of
the finance charge, as required by Section 226.8(c) (4) of Regula-
tion Z.

9. Failing to disclose the sum of the “unpaid balance of the
cash price” and all other charges included in the “amount fi-
nanced” but which are not part of the “finance charge,” as required
by Section 226.8(c) (5) of Regulation Z. : '

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

11. Failing to disclose the total amount of the finance charge,
as required by Section 226.8(c)(8) (i) of Regulation Z.

(12) Failing to disclose the “deferred payment price” as the
sum of the cash price, all other charges which are part of the
amount financed but are not part of the finance charge, and the
finance charge, as required by Section '926.8(c) (8) (i1) of
Regulation Z.

13. Failing to furnish the customer with a duplicate of the
instrument containing the disclosures required by Section 226.8
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or a statement by which the required disclosures are made at the

“time those dlsclosures are ma.de, as prescrlbed by Sect,lon 226 8 (a)

of Regulation Z.: :

14. Failing to give notice to the customer of his right to rescmd )
the transaction as required by Section 226.9(b) of Regulation Z,
when all of the security interests in the customer’s principal
residence which have been or will be retained or acquired have
not been eﬁectlvely waived. .

15. Failing, in any consumer credit transactmn or advertise-"

“ment, to make all disclosures, determined in accordance with Sec-

tion 2264 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 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. :
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~ .. I~ THE MATTER OF : . .
FLORIDA STATE C()NSTEU’CT’()ES" SERVICE, Il'iTC' ET AL.

OONSENT ORDER, ETO .y IN REGARD TO THE ALLEGED VIOLATION OF THE
’ TRUTH IN LENDING AND 'I‘HE FEDERAL TRADE GOMILE[SSION ACTS

Docket 0-2273. C’omplamt August 22 1972——Deciswn August 22 1972

Consent order requiring a Miami, Florida, seller and distribu’cor ‘of home im-
provement products to cease’ violating the Truth in Lendmg Aect by failing
‘to disclose to customers the annual percentage rate, the total number of
. payments; the method of computing penalty charges and other disclosures
.required by Regulation Z-of the said Act. ey .

» COMPLAINT R

Pursaant to the provisions of the Truth in Lendmg Act and the im-
plementing regulation promulgated thereunder, arid the Federal Trade
Commission Act, and by virtue of the authority vested in it by said
Acts, the Federal Trade Commission, having reason to believe that
Florida State Constructors Service, Inc., a corporation, and Joseph
Weinstock, individually and as an officer of said. corporatlon, herein-
after referred to as respondents, have violated the provisions of said
Acts and implementing regulation, 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:

Paracrarr 1. Respondent Florida State Constructors Service, Inc.
is a corporation organized, existing and doing business under and by
virtue of the laws of the State of Florida, with its principal office and
place of business located at 7541 Biscayne Boulevard, Miami, Florida.

Respondent Joseph Weinstock is an officer of the corporate respond-
ent. He formulates, directs and controls the policy, acts and practices
of the corporatmn, including the acts and practices hereinafter set
forth. His 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 advertising, offering for sale, sale and distribution
of home improvement products to the public and in the installation
thereof.
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~ Par. 3. In the ordinary course of their business as-aforesaid, respond-
dents regularly éxtend cotsumer 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
Reserve System. o - o R

~ Par. 4. Subsequent to July 1, 1969, in the ordinary course of their
business as aforesaid, and in connection with their credit sales, as
“eredit sale” is defined in Regulation Z, respondents have caused and
are causing their customers to enter into two separate contracts for the
sale of respondents’ goods and services. On both of these contracts,
hereinafter referred to as “the contracts,” respondents provide cer-
tain consumer credit cost information. Respondents do not provide
these customers with any other consumer credit cost disclosures prior
to the consummation of the “credit sale,” as required by Section 226.8
(a) of Regulation Z. T o ’

By and through the use of the contracts, respondents: - )

- 1. Fail in some instances 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. . I e .

2. Fail in some instances to disclose accurately the number, amount
and due dates or periods of payments scheduled to repay the indebt-
edness and the sum of such payments, as required by Section 226.8
(b) (3) of Regulation Z.’

3. Fail to disclose the amount, or method of computing the amount,
of any default, delinquency, or similar charges payable in the event
of late payments, as required by Section 226.8 (b) (4) of Regulation Z.

4. Fail in some instances to disclose accurately the deferred payment
price, as required by Section 226.8(c) (8) (ii) of Regulation Z.

5. Fail in some instancesto identify the type of security interest held,
retained, or acquired in connection with the extension of credit as
required by Section 226.8(b) (5) of Regulation Z.

Par. 5. By and through the use of the contract, as set forth in Para-
graph Four, respondents retain or acquire a security interest in real
- property which is or is expected to be used as the principal residence
of the customer. The customer thereby has the right to rescind the
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transaction, as provided in Section 226.9(a) of Regulation Z. Having
consummated a rescindable cre(ht transactlon, respondentS‘ :

.1, Fail in some instances to prov:lde each customer who has the right
to rescind with. two copies of the notice prescribed by Section 226.9 (b)
of Regulation Z, as required by that section.

~2. Make physical changes in the property of the customer and per-
form work and services for the customer before the rescission period
provided in Sectlon 226.9 (a) of Regulation Z has expired, in violation -
of Section 226.9(c) thereof.

Par. 6. Pursuant to Section 103(q) of the Truth in Lendmg Act
respondents’ aforesald failures to comply with the provisions of Regu-
lation Z constitute. violations of that Act and, pursuant to Section 108
thereof, respondents have thereby v1olated the Federal Trade Com-
mission Act. N v

DECISIOV AND ORDER

The Federal Trade Comzmssmn having initiated an mvest1gat10n 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 Atlanta Regional Office pro-
posed to present to the Commission for its consideration and which, if
issued by the Commission, would charge respondents with violation
of the Truth in Lending Act and the implementing regulation promul-
gated thereunder, and the Federal Trade Commission Act; 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 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-
plalnt and waivers and other provisions as required by the Commis-
sion’s rules; and

The Comnussmn having thereatter 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 agreement and placed such agreement on the public record
for a period of thirty (80) 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 findings,
and enters the following order:

1. Respondent Florida State Constructors Service, Inc., is a corpora-
tion organized existing and doing business under and by virtue of the
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laws of the State of Florida. Its office and principal place of business
is located at 7541 Biscayne Boulevard, Miami, Florida. .. . -

Respondent Joseph Weinstock is an officer of said corporation. He
formulates; directs and controls the policies, acts and. practices of the
corporate respondent including those hereinafter referred.to. The ad-
dress of Joseph Weinstock. is the same as that of the- corporate
~ respondent. el e el e

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. - e

1t is ordered, That respondents Florida State Constructors Service,
Inc., a corporation, its successors and assigns, and Joseph Weinstock,
individually and as an. officer of said corporation, and respondents’
officers, agents, representatives and employees, directly or through any
corporation, subsidiary, division or other device, in connection’ with
any extension of consumer credit or any advertisement to aid, pro-
mote.or assist directly or indirectly and any extension of ‘consumer
credit, as “consumer credit” and “advertisement” are defined in Regu-
lation Z (12 C.F.R. §226) of the Truth in Lending ‘Act (Pub. L.
90-321, 15 U.S.C. 1601, ez seq.), do forthwith cease and desist from :

1. Failing 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(Db)(2) of
Regulation Z.

2. Failing to disclose accurately the number, amount and due

dates or periods of payments scheduled to repay the indebtedness
and the sum of such payments, as required by Section 226.8 (b) (3)
of Regulation Z. : o .
- 3. Failing to disclose the amount, or method of computing the
amount, of any default, delinquency, or similar charges payable in
the event of late payments, as required by Section 226.8 (b) (4) of
Regulation Z.

4. Failing to disclose accurately the deferred payment price, as
required by Section 226.8(c) (8) (ii) of Regulation Z.

5. Failing to identify the type of security interest held, retained
or acquired in connection with the extension of credit as required
by Section 226.8(b) (5) of Regulation Z.

6. Failing, in any transaction in which respondents retain or
acquire a security interest in real property which is used or is
expected to be used as the principal residence of the customer, to
provide each customer with notice of the right to rescind, in the
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" form and manner Specified by Sectlon 226. 9(b)’ and Sectlon 2269
(f) of Regulatlon Z. '
.. 7. Making any physical changes ina customer’s property or
performing any work or services on such property before expira-
' “tion of the three day rescission permd prov1ded for in Section
0 226.9(a) of Regulatlon Z; in' any transaction in which respond-
_ents retain or acquire a security interest in real property which
- is’used or i§ expected, 6 be used as the’ prmmpal résidence of the
" customer, asprovided in’Section 996.9 (¢) of’ Regulatlon Z.
8. Failing, in any consumer credit transaction or advertisement,
to make all disclosures, determined in accordance with Section
..-.226.4 and 226.5 of Regulation Z, at the time and in the manner,
- form and _,'amount requlred by Sectlons 226 6, 926.8, 226.9, and
. 226.10 of Regulatmn Z i
, I ¢ zs furﬂwr ordered ’I‘hat respondents dehver a oopy of th1s order

enoaged m the consummatmn of any extenswn of consumer cred_rt or
in al;y aspect of prepara,tlon, creatlon, or placmg of advertlsmg, and
Sald order from eaeh such person. i

" It is further ordered, That respondents not1fy the Comm1ss10n 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
comphanoe obligations arising out of the order.

It is ]"urtlwr ordered, That respondents shall, within s1xty (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 whlch .
they have comphed with this order.

IN THE MATTER OF

CAMPUS JUNIORS, INC., ET AL.

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

Dooket 0-2274. Complaint, August 25, 1972-—-Deci.s*ioh, August 25, 1972.

Congent order requiring a New York City‘ manufacturer, seller, and distributor
of wearing apparel, . among other things to cease manufacturing for sale,
selling, importing, or distributing any product, fabrie, or related material
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which fails to conform to an applicable standard of flammability or regula-
tion issued or amended under the provisions of the Flammable Fabrics
Act. . : L

" - CoOMPLAINT

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 Campus Juniors, Inc., a corporation, and
Frank Peller, individually and as an officer of said corporation, here-
inafter referred to as respondents, have 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 cliarges in that respect as
follows: b A | S as A

Paracrapr 1. Respondent Campus Junions, Inc., is a corporation
organized, existing and doing business under and by virtue of the laws
of the State of New York. Respondent Frank Peller is an officer of
said corporate respondent. He formulates, directs and controls the acts,
practices and policies of said corporation. B S

The respondents are engaged in the manufacture, sale and distribu-
tion of wearing apparel, including but not limited to misses dresses,
with their principal place of business located at 498 Seventh Avenue,
New York, New York. :

Par. 2. Respondents for some time 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
or shipment in commerce, products, as “commerce” and “product”
are defined in the Flammable Fabrics Act, as amended, which prod-
ucts failed to conform to an applicable standard or regulation con-
tinued in effect, issued or amended under the provisions of the Flam-
mable Fabrics Act, as amended.

Among such products mentioned hereinabove were misses dresses.

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.
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DECISION AND ORDER

The Federal Trade Commission having 1n1t1ated 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
Whlch if issued by the Commission, would charge respondents with -
Vlolatlon of the. Federal Trade Comlmssmn Act and the Flammable
Fabrics Act, as amended ; and

The respondents and counsel for the Comxmssmn havmg thereafter
executed an agreement contamlng 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 sald 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-
pla,mt,tand waivers and other provisions as requlred by the Comnns-'
sion’s rules; and :

.The Comm1ss1on havmg thereafter cons1dered the ‘matter and haV-
ing determined that it had reason to.believe that the respondents have
vmlated 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 public record for a
period of thirty (30) days, now in further conformity with the proce-
dure prescribed in Section 2.34(b) of its rules, the Commission hereby
issues its complaint, makes the following jurisdictional ﬁndmgs, and
enters the following order :

1. Respondent Campus Juniors, Inc., is a corporation organized,
existing and doing business under and by virtue of the laws of the
State of New York.

Respondent Frank Peller is an officer of the said corporation. He
formulates, directs, and controls the acts, practices, and policies of the
said corporation.

Respondents are engaged in the manufacture and sale of articles of
wearing apparel with their office and principal place of business located
at 498 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 respondent Campus Juniors, Inc., a corporation,
its successors and assigns, and its officers, and respondent Frank Peller,
individually and as an officer of said corporation and respondents’
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agents 1epresentat1ves and employees d1rectly or throucrh any corpo-
ration, subsidiary, division, or other device, do forthw1th cease and
_desist from manufacturing for salé, selling, offering for sale, in com-
merce, or importing into the United States, or 1ntroduc1ng, dehvermg
for 1ntroduct10n, transporting or causing to be transported in- com-
merce, or selhng or delivering after sale or shlpment in commerce, any
product, fabric, or related material; or manufacturing for sale, selling;
or offering for sale, any product made of fabric or related materml
which has been shipped or received in commerce, as * “commerce,’
“product,” “fabric” and “related material” are defined in the Flam-’
mable Fabrics Act, as amended, which product fabric or related
material fails to’ conform to an applicable standard or regulation con-
tinued in effect 1ssued or amended under the prov1s1ons of the: afore-
said Act. ‘

1t is further ordered, That respondents notlfy all of’ thelr 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 the 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 con-
formance with the applicable standard of flammability under the
Flammable Fabrics Act, as amended, or destroy said products.

1t is further ordered, That respondents herein shall, within ten (10)
days after service upon them of this order, file with the Commission 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 identity of the
purchasers of sald products, (3) the amount of said products on hand.
and in the channels of commerce, (4) 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, (5) any disposition of said products‘since
March 23, 1970 and (6) 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 to de-
stroy said products, and the results of such action. Such report shall
further inform the Commission whether respondents have in: in-
ventory 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 a weight of
two ounces or less per square yard, or having a raised fiber surface.
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Respondents will submit samples of any such product, fabric or related
material with this report. Samples of the fabric, product or related
material shall be of no less than one square yard of material.

It is further ordered, That respondents notify the Commission at
least 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 obli-
gatlons arising out of the order. C

It is fuirther o'r'dered That:the respondent corporatlon 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 Wlth the Commis-
sion a report, in writing, setting forth in detail the manner and form
in which they have comphed with this order

IN THE MATTER OF

KEY LEARNING SYSTEMS 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-2275. Complaint, August 29, 1972—Decision, August 29, 1972.

Consent order requiring a Riviera Beach, Florida, franchisor of home instruc-
tion courses, among other things, to cease representing that respondents’
business is connected with any branch or agency of the United States Govern-
ment ; misrepresenting the qualifications of respondents’ personnel .or staff ;
misrepresenting the availability of ecivil service jobs; misrepresenting the
nature and legal characteristics of any enrollment or other contract; mis-
representing the action to be taken or the results thereof, to effect payment
of alleged indebtedness; neglecting to inform prospective customers of their
right to a three-day cooling-off period in which they may cancel the con-
tract and receive all monies paid. Respondent is further required to make all
disclosures to customers required by Regulation Z of the Truth in Lending
Act. ' )

COMPLAINT

v

Pursuant to the provisions of the Federal Trade Commission Act
and of the Truth in Lending Act and the regulation promulgated there-
under, and by virtue of the authority vested in it by said Acts, the Fed-
eral Trade Commission, having reason to believe that Key Learning
-Systems, Inc., Key Training Service, Inc., and Automobile-Household-
Education Credit and Finance Corporation, corporations, and George
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Lewson, S. Wyman Rolph and Theodosia W. LaBarbera, individually
and as officers of said corporations, hereinafter referred to as re-
spondents, have violated the provisions of said Acts and of the regula-
tion promulgated under the Truth in Lendmg Act, and it appearing to
the Commission that a proceedmg by it in respect thereof would be in
the public interest, hereby issues its complamt stating its charges in
that respect as follows:

_ParacrarH 1. Respondent Key Learnmg Systems, Inc. (herein-
after referred to as Key Learning), is a corporation organized, exist-
ing 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 301
Broadway, Riviera Beach, Florida.

Respondents Key Training Service, Inc. (hereinafter referred to.
as Key Training) and Automobile-Household-Education Credit and
Finance Corporation (hereinafter referred to as Automobile-House-
hold-Education) are corporations organized, existing and doing busi-
ness under and by virtue of the laws of the State of Florida with their
principal offices and places of business located at 801 Broadway, Riv-
iera Beach, Florida. Key Training is a wholly-owned subsidiary of
respondent Key Learning. Automobile-Household-Education is a
wholly-owned subsidiary of respondent Key Training.

Respondents George Lewson, S. Wyman Rolph and Theodosia W
LaBarbera are officers of the corporate respondents. They formulate,
direct and control the acts and practices of corporate respondents, in-
cluding the acts and pracuces hereinafter set forth. Respondent
George Lewson’s address is 845 Park Avenue, New York, New York.
Respondent S. Wyman Rolph’s address is 292 Madison Avenue, New
York, New York. Respondent Theodosia W. LaBarbera’s address is
the same as that of the corporate respondents.

Par. 2. Respondent Key Learning, through its own operations and
through its wholly-owned subsidiary corporation Key Training, is
now, and for some time last past has been, engaged in the granting of
licenses or franchises to corporations, partnerships and individuals lo-
cated in various States of the United States and in the District of Co-
lumbia, to operate businesses specializing in the sale of respondents’
courses of instruction which allegedly prepare purchasers thereof for
civil service examinations. Respondents also engage directly in the sale
of their courses of instruction which allegedly prepare purchasers
thereof for civil service examinations. Respondents Key Training and
Automobile-Household-Education are also engaged in the collection
of alleged delinquent accounts arising from the sale of courses of
instruction as aforesaid.

494-841—73——20
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~ In connection with the grantlng of said licenses or franchises to sell
Key Learning courses of instruction, respondents require their fran-
chisees-licensees (herelnafter identified as franchisees) to enter into
_agreements which require said franchlsees to pay an initial sum of
money for the license or franchise and a percentage of the total monies
received by the franchisees for the sale of respondents’ courses of in-
struction. Said franchisees are required to adhere to respondents ad- .
vertising, ‘sales and merchandising practices. Respondents exercise,
and at all times mentioned herein have exercised, a continuing super-
vision and control over the acts and practices of their franchisees.
" The manner in which respondents engage in the sale of courses of
instruction at outlets which are directly owned or oontrolled by re-
spondents is stmilar in all material respects to the manner of opera-
- tion requ1red of respondents’ franchisees.

COUNT I

Alleging violations of Section 5 of the Federal Trade Commission
Act, the. allegatlons of numbered Paragraphs One and Two hereof are
incorporated by reference in Count I as if fully set forth verbatim.

Par. 3. In the course and conduct of their business, as aforesaid,

‘respondents now cause, and for some time last past have caused, said
courses of study and instruction to be transported from their place
of business in the State of Florida to purchasers thereof located in
various other States of the United States and in the District of Co-
lumbia. In the further course and conduct of their business as afore-
said, respondents transmit to and receive from their franchisees
throughout the United States and in the District of Columbia, checks,
contracts and other instruments of a commercial nature. Respondents
maintain, and at-all times mentioned herein have maintained, a course
of trade in said courses of study in commerce as “commerce” is de-
fined in the Federal Trade Commission Act.

Par. 4. In the course and conduct of their business, as aforesaid, and
for the purpose of inducing enrollment in their courses of study and
instruction, respondents and their representatives have made many
statements and representations in their advertising and other written
material and through oral statements made by their representatives
in reoard to sa,ld courses.
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Typical and 1llustratlve of statements in respondents’ newspaper
advertisements, but not all inclusive thereof are the followmg
MEN-WOMEN 18-40
TRAIN NOW FOR -
) Ci\}il ’Service Exams
No Experience—No High School .
POSTAL CLERKS
Starting Pay is .
. .$350 HOUR
U.8. Clerks File Clerks
100 of other type jobs
- Keep your preéent job while training
- KEY TRAINING '
111 N.E. 2nd Avenue Rm 301
WALK IN TODAY
" or call now—9 AM to 8 PM-
373-3101
Applications being accepted now !
MEN AND WOMEN NEEDED IN GOV‘ERNME.NT WORK

High pay and secure jobs may be yours in Civil Service. Grammar school
sufficient for many jobs. Send for list of typical jobs and salaries and how you
can prepare at home for government entrance exams * * *

Par. 5. By and through the use of the aforesald statements and
representations and others of similar import and meaning not specif-
ically set forth herein, and through oral statements made by their
salesmen or representa,tlves, respondents have represented dlrectly or
by implication that:

1. Respondents and their agents, representatives and employees are
connected with the United States Civil Service Commission, or some
other branch or agency of the United States Government. ‘

9. Respondents are engaged in soliciting applications and in the
selection and training of persons for employment with the United
States Government in specific civil service positions, and that respond-
ents’ sales representatives possess the necessary qualifications and
special knowledge which would enable them to determine the qualifica-
tions of enrollees or prospective enrollees for such positions.
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3.. Respondents possess specialized information and knowledge con-
cerning openmgs in various civil service positions and the availability
of such positions in various areas.

4. Respondents prov1de purchasers with speci.ﬁo courses of instruc-
tion for all civil service positions. :

5. The completion of respondents’ courses of study makes persons
eligible for appointment to, or assures them of, or guarantees United
States Civil Service positions. - .

Par. 6. Intruth and in fact:

1. Respondents and their representatives and employees are not
connected with the United States Civil Service Commission or any
other branch or agency of the United States Government. '

2. Respondents are not engaged in soliciting applications or in the
selection or training of persons for employment with the United States
Civil Service, and respondents’ sales representatives do not possess the
necessary qualifications and special knowledge which would enable
them to determine a person’s qualifications for the various civil service
positions listed in their advertising. :

3. Respondents possess no speclahzed information or knowledge
concerning civil service job openings or concerning the availability of
such positions in any specific area of the United States. '

4. Respondents do not provide specific courses of instruction for all
Civil Service positions. Rather, their courses of instruction relate only
to clerical filing and postal clerk positions.

5. The completion of respondents’ courses of study does not make
persons eligible for appointment to, or assure them of, or guarantee
United States Civil Service positions.

Par. 7. In the further course and conduct of their business, and in
furtherance of their purpose of inducing the purchase of said courses
of study by the general public, respondents directly or indirectly
through oral representations in a substantial number of instances have
induced customers to sign contracts by falsely and deceptively repre-
senting that they will not become effective or binding until all monies
required for the downpayment are received. In truth and in fact, the
contracts are forwarded to their home office for acceptance, and ac-
cepted, without further monies being received as a downpayment.

Therefore, respondents’ statements, representations, acts and prac-
tices, as set forth in Paragraphs Four, Five and Seven, Were, and are,
unfalr, false, mlsleadmg and deceptive.

Par. 8. In the course and conduct of their business, as aforesaid,
respondents transmitted and mailed, to alleged delinquent debtors,
various forms and other printed materials.
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Typical and illustrative of such forms and materials, but not all
inclusive thereof, are the following :

-* * * Key reluctantly has been forced to reassign this obligation to us for
collection.

AUTOMOBILE-HOUSEHOLD-EDUCATION
CREDIT AND FINANCE CORPORATION..

® = * gyoid more late charges, plus the embarrassment of being served with a
summons and having to pay the total balance due plus.all court costs and charges.
Reply immediately, or notice of your delinquency will also be sent to your local
credit bureau. This will always appear on your credlt record. Avoid this costly
mistake!

KeY TRAINING SERVICE, INC

Par. 9 By and through the use of the aforesaid statements and Tep-
resentations listed in Paragraph Eight, and others of similar import
and meaning not specifically set forth herein,.respondents represent,
directly or by implication that:

1. Respondent Automoblle-Household Education is a bona fide in-
dependent collection agency which has purchased or been assigned
the delinquent accounts of Key Learning and Key Training. -

. 2. Failure of an alleged delinquent debtor to.remit money to re-
spondent will result in the immediate institution of legal action to
effect payment.

3. Failure of an alleged delinquent debtor to remit money to re-
spondent will result in a judgment being taken by respondent without
permitting the alleged delinquent debtor to assert any real or per sonal
defenses to the course of action.

4. The general or public credit rating or standing of any alleged
delinquent debtor will be adversely affected unless payment is made.

Par.10. In truth and in fact:

1. Respondent Automobile-Household-Education is simply a cor-
porate device used by respondents Key Learning and Key Training to
collect their delinquent accounts and is not an independent collection
agency which has purchased or been assigned said delinquent accounts.

2. The failure of an alleged delinquent debtor to remit money to
respondents does not always result in the immediate institution of
legal action. On the contrary, legal proceedings are not generally used
as a collection device.

3. The failure of an alleged delinquent debtor to remit money to
respondents seldom, if ever, results in a judgment being taken against
him without being afforded the opportunity to assert any real or per-
sonal defenses he may have.
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. 4. Respondents seldom, if ever, take any action which adversely
affects the general or public credit rating of an alleged delinquent
debtor. ' ,

Therefore, respondents’ statements, representations, acts and prac-
tices, and their failure to reveal material facts as set forth in Para-

" graphs Nine and Ten hereof were, and are, unfair, false, misleading
and deceptive. - : ’ ‘

Par. 11. Through the granting of licenses or franchises to engage
in the sale of respondents’ courses of study to corporations, partner-
‘ships and individuals using respondents’ materials and Key Learning’s
plan or method of doing business, respondents placed in the hands of
others the means and instrumentalities by and through which they
mislead and deceived the public in the manner and as to the things
hereinabove set forth.

Par. 12. In the conduct of their aforesaid business, at all times men-
tioned herein, respondents have been in substantial competition, in
commerce, with corporations, firms and individuals in the sale of home
study courses of the same general kind and nature as that sold by
respondents. o ‘ ‘

Par. 13. The use by respondents of the aforesaid false, misleading
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 to induce a substantial
number thereof to purchase said courses of study and instruction.

Par. 14. 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 un-
fair methods of competition in commerce and deceptive acts and
practices in commerce, in violation of Section 5 of the Federal Trade
Commission Act. '

COUNT IT

Alleging violations of the Truth in Lending Act and the imple-
menting regulation promulgated thereunder, and of the Federal Trade
Commission Act, the allegations of Paragraphs One and Two hereof
are incorporated by reference in Count IT as if fully set forth verbatim.

Par. 15. In the ordinary course and conduct of their business, as
aforesaid, respondents regularly extend 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 Reserve System.
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- Par. 16. Subsequent to July .1, 1969, respondent in the ordinary
course and conduct of their business and in connection with their ex-
tension of consumer credit, prepare enrollment agreements containing
consumer credit cost disclosures required by Section 226.8 of Regula-
tion Z and obtain from customers written acknowledgment of receipt
of these disclosures. In the enrollment. agreement, respondents fail to
disclose the amount, or method of computing the amount, of any de-
linquency or similar charges payable in the event of late payment as
required by Section 226.8(b) (4) of Regulation Z. Respondents do not
furnish customers with any other consumer credit cost disclosures.

Par. 17. Pursuant to Section 103(q) of the Truth in Lendmg Act,
respondents’ aforesaid failures to comply with the provisions of Regu-
lation Z constitute violations of that Act and, pursuant to Section
108(c) thereof, respondents have thereby Vlolated the Federal Trade
Comm1ss1on 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 Atlanta Regional Office pro-
posed 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 of the Truth in Lending
Act and the regulation promulgated thereunder; 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 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-
plalnt and waivers and other provisions as required by the Commis-
sion’s rules; and

The Comm1ssmn having thereafter considered the matter and havmv
determined that it had reason to believe that respondents have 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 2.84(b) of its rules, the Commission hereby
issues its complaint, makes the following 3urlsdlct10nal ﬁndmvs, and
enters the following order:

1. Respondent Key Learning Systems, Inc., (hereinafter referred
to as Key Learning) is a corporation organized, existing and doing



304 ' FEDERAL TRADE COMMISSION' DECISIONS
Decision and Order v 81 FLT.C.

business under and by virtue of the laws of the State of Delaware with
its principal ‘office and place of businéss located at 301 Broadway,
Riviera Beach,; Florida. -

Respondents Key Training Servme, Inc,, (heremafter referred to

as Key Training) and Automobile- Household Education Credit and

Finance Corporation (hereinafter referred to as Automobile-House-
hold-Education) are corporations organized, existing and doing busi-
_ness under and by virtue of the laws of the State of Florida with their
principal -offices -and places of business located at 301 Broadway,
Riviera Beach, Florida. Key Training is a wholly-owned subsuhary of
respondent.. Key - Learning. Automoblle—Household-Educatmn is a
* wholly-owned subsidiary of respondent Key Training. .
Respondents George Lewson, S. Wyman Rolph and Theodosia w.
LaBarbera are officers of said corporations. They formulate, direct
and control the policies, acts and practlces of said corporations. Re-
spondent George Lewson’s address is 845 Park Avenue, New York,
New York. Respondent S. Wyman Rolph’s address is 292 Madlson
‘Avenue, New York, New York. Respondent Theodosia W. LaBar-
bera’s address is the same as that. of said corporations.

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

ORDER

COUNT I

It is ordered, That respondents Key Learning Systems, Inc., Key
Craining Serviceé, Inc., and Automobile-Household-Education Credit
and Finance Corporation, corporations, their successors and assigns,
their officers, and George Lewson, S. Wyman Rolph and Theodosia W.
LaBarbera, individually and as officers of said corporations, and re-
spondents’ agents, representatives and employees, directly or through
any corporation, subsidiary, division, licensee, franchisee, or other de-
vice in connection with advertising, offering for sale, sale or distribu-
tion of courses of study or instruction or any other services or
products, 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’
business is connected with any branch or agency of the United
States Government or with any state or local governmental
agency.

2. Representing, dlrectly or by implication, that respondents and
their franchisees are engaged in soliciting applications for the
purpose of selecting or training persons for civil service employ-
ment with the United States Government, or that respondents’
representatives possess the necessary qualifications and special
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~ knowledge which would enable them to determine the qualifica-

tions of persons for such employment, or that respondents are’
engaged in any business other than that in which they are actually
engaged. - . o : ‘

3. Representing, directly or by implication, that respondents’
and their franchisees have any specialized knowledge or informa-
tion concerning civil service job openings or the availability of

civil service. positions in any area, or misrepresenting in any

manner the availability of civil service jobs. ,

4. Representing, directly or by implication, that respondents
have available, and can provide, specialized training courses of
study to their purchasers for every position within the civil
service. ’ -

5. Representing, directly or by implication, that persons com-
pleting any course of study are assured of or will obtain civil
service positions. - e IS

6. Representing, directly or by implication, that contracts exe-
cuted by the purchasers of respondents’ courses of instruction will
not be effective, binding or accepted by them until all monies
required for the “downpayment” or similar preliminary payments,
are received; or misrepresenting in any manner the nature and
legal characteristics of any enrollment or other contract.

7. Failing to clearly and conspicuously disclose in all advertis- -
ing, orally prior to the time of the sale and in writing on any
enrollment agreement or contract, that respondents are a private
business enterprise engaged in the solicitation and sale of & course
of study and instruction ; that respondents have no connection with
any branch or agency of the United States Government, or with
any state or local governmental agency, and that the purpose of
such contact is to sell a course of study.

8. Misrepresenting, in any manner, the nature of respondents’
business or the purpose of respondents’ initial contact with
prospective customers. :

9. Representing, directly or by implication, that Automobile-
Household-Education, or any other similar corporate division,
subsidiary, licensee; franchisee, or device is an independent or
separate organization from the said business enterprise operated
by respondents. That any collection agency is an independent
separate organization, or a bona fide assignee or purchaser of
accounts receivable when it is owned, operated and controlled by
respondents. .

10. Representing, directly or by implication, that legal action
may be instituted unless it is intended in good faith that such legal
action may be instituted ; or misrepresenting in any manner the
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‘action to be taken or results of any action which may be taken

to effect payment of any such account or alleged debt.

11. Representing, directly or by implication, that in the event
of nonpayment or delinquency or any account or alleged debt
arising from any enrollment contract or other purchase agreement,
the general or public credit rating or standing of any person may
be adversely affected, unless respondents refer the information
concerning such delinquency to a bona fide credit reporting agency.

12. Contracting for any sale whether in the form of an enroll-
ment contract or other purchase agreement which shall become
binding on the purchaser prior to midnight of the third day, ex-
cluding Sundays and legal holidays, after the date of execution.

13. Failing to disclose, orally prior to the time of sale and in
writing on any enrollment contract or other purchase agreement
signed by the purchaser with such conspicuousness and clarity as
is likely to be observed and read by such.purchaser, that the
purchaser may rescind or cancel the sale by directing or mailing a
notice of cancellation to respondents’ address prior to midnight of
the third day, excluding Sundays and legal holidays, after the date
upon which the purchaser SIgned such enrollment contract or

‘purchase agreement.

14. Failing to provide a separate and clearly understandable
form showing the respondents’ name and address and which the
buyer may use as a notice of cancellation.

15. Failing to refund immediately all monies to (1) purchasers
who have requested contract cancellation in writing within three
business days from the sale thereof, and (2) purchasers showing
that respondents’ solicitations or performances were attended by
or involved violation of any of the provisions of this order.

16. Failing to:

(a) Deliver by ordinary mail a copy of this order to each
present and every future licensee or franchisee; and failing
to obtain an agreement in writing from each present and every
future licensee or franchisee to abide by the terms of this
order. Provided, however, That as to any licensee or fran-
chisee whose franchise agreement is in effect as of the effective
date of this order, respondents’ failure to obtain said agree-
ment to abide by the terms of the order shall not be deemed
a violation of this provision if, after having made a diligent
effort to obtain said agreement from any such licensee or
franchisee and such licensee or franchisee having failed or
refused to execute such agreement, respondents inform the
Commission of the identity of such licensee or franchisee.
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(b) Institute a program of continuing surveillance ade-
quate to reveal whether the business of each licensee and
franchisee so described in Paragraph (a) above conforms to.
the requirements of this order. ’

COUNT I1

It is further ordered, That respondents Key Learning Systerns, Inc.,
Key Training Service, Inc., and Automobile-Household-Education
Credit and Finance Corporation, corporations, their successors and
assigns, their officers, and George Lewson, S. Wyman Rolph and
Theodosia W. LaBarbera, individually and as officers of said corpora-
tions, and respondents’ agents, representatives and employees directly
or through any corporation, subsidiary, division, licensee, franchisee,
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 C.F.R. § 226) of the Truth in
Lending Act (Pub. L. 90-821, 15 U.S.C. 1601, ef seq.), do forthwith
cease and desist from: : S

1. Failing to disclose the amount, or method of computing the
amount, of any default, delinquency, or similar charges payable in
the event of late payments as required by Section 226.8(b) (4) of
Regulation Z.

2. Failing, in any consumer credit transaction or advertisement,
to make all disclosures, determined in accordance with Sections
996.4 and 226.5 of Regulation Z, in the manner, form and amount
required by Sections 226.6, 226.8 and 226.10 of Regulation Z.

It is further ordered, That respondent corporations shall forthwith
distribute a copy of this order to each of their operating divisions or
departments. '

It is further ordered, That respondents and their franchisees deliver
a copy of this order to cease and desist to all present and future per-
sonnel engaged in the offering for sale, or sale of any product or
service, and in the consummation of any extension of consumer credit,
or in any aspect of preparation, creation, or placing of advertising, and
that respondents and their franchisees secure a signed statement
acknowledging receipt of said order from each such person.

1t is further ordered, That respondents notify the Commission at
least thirty (30) days after any change in the corporate respondents
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 corporations which may affect compliance
obligations arising out of the ordes



308 FEDERAL TRADE COMMISSION DECISIONS
Decision and Order 81 F.T.C.”

1t is further ordered, That 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. : ‘ :

Ix THE MATTER OF

GAC FINANCE INC.’,ET AL,

CONSENT ORDER, ETC IN REGARD TO THE ALLEGED "VIOLATION OF THE :

FDDFRAL TRADE COMMISSION ACT
Docket C-2276.. C’ompla'mt Sept. 5, 19’72——Demswn Sept. 5 1972.

Consent order 1equ1r1ng an Allentown, Pennsylvama, personal income tax prep-n

_aration service, among othér thmgs, to cease mlsrepresentmg the terms and

’ cond1t1ons of ‘any’ guarantee falhng to’ disclose respondents responsibility-

for, or obhgatlon resultmg from; errors attnbutable to respondents prepara-

tion of .tax returns; mlsrepresentmg the training or competence of respond-
ents’ tax preparation personnel. .

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 GAC Finance Inc.,

and GAC Tax Returns Inc., 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 follows: _

Paracraru 1. Respondent GAC Finance Inc., is a corporation or-
ganized, existing and doing business under and by virtue of the laws
of the Commonwealth of Pennsylvania, with its principal office and
place of business located at 1105 Hamilton Street in the city of Allen-
town, Commonwealth of Pennsylvania.

Respondent GAC Tax Returns Inc., is a corporation organized, ex-
isting and doing business under and by virtue of the laws of the Com~
monwealth of Pennsylvania with its principal office and place of busi-
ness located at 1105 Hamilton Street, in the city of Allentown, Com-
monwealth of Pennsylvania. It is wholly-owned subsidiary of, and is
managed, directed and controlled by, respondent GAC Finance Inc.

Par. 2. Respondents are now, and for some time last past have been,
engaged in the advertising, offering for sale and sale of personal in-
come tax preparation services to the general public.
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Respondents sell their aforesaid services directly and through vari-
ous corporate subsidiaries and affiliates, hereinafter referred to for
convenience as respondents representatives.

Par. 8. In the course and conduct of their buisiness as a,foresald

‘respondents now cause, and for some time last ‘past have caused,
monies, contracts, business forms and other commercial paper and
printed materials in connection with said income tax preparation serv-
ices to be sent by U.S. mail from respondents’ place of business in the
Commonwealth of Pennsylvania to their local offices and subsidiaries
and purchasers of respondents’ products and services located in vari-
ous other States of the United States, and maintain, and at all times
mentioned hereafter have maintained, a substantial course of trade
in said services in commerce, as “commerce” is defined in the Federal
Trade Commission Act.

Par. 4. In the course and conduct of their aforesaid business, re-
spondents and their representatives have disseminated, and caused the

*dissemination of, certain advertlsements concernmg the sa1d 1ncome
tax prep%ratlon services by various means in commerce, as “commerce”
is defined in the Federal Trade Commission Act for the purpose of
inducing and whlch were likely to induce, dlrectly or 1nd1rectly, the
purchase of said income tax preparation services.

Par. 5. For the purpose of disseminating such advertisements, re-
spondents and their representatives have employed television and radio
commercial broadcasts, newspaper and periodical insertions, direct
mail literature and point of sale promotional materials.

Typical of the statements and representations in said advertise-
ments, but not all inclusive thereod, are the following :

1. Newspapers:

(a) Relax, while one of our tax specialists helps you claim all you can on every
legal deduction and exemption. The result could mean a savings far above the
cost of our service—which starts at only $5.00. Your return is triple-checked and
guaranteed accurate. If the IRS finds errors, we pay the penalties or interest.

(b) Worried about mistakes on your income tax? No need to be! GAC Tax
Returns will prepare your return for you * * * and guarantee the accuracy.

(¢) Income tax can turn you into a monster. But there is no need to let it.
Because for $5.00 and up, GAC Tax Returns will do the work for you * ¥ * guar-

antee the aceuracy * * * and make sure you get the deductions and exemptions
you're entitled to.

~ (d) Bloodshot eyes? They come éasy * * * when you do your own income tax.
But this year, you can avoid them. Because GAC Tax Returns will do the work
for you * * * for as little as $5.00 and up. Your return will be guaranteed ac-
curate, and you'll receive the deductions and exemptions you're entitled to.

This could save you more than the cost of the service. Just bring your tax
records—cancelled checks, receipts—to any nearby GAC Tax Returns office. And
count on a return with accuracy guaranteed.
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2. Radio:

(a) Don’t wait until the last minute to tackle your iricome tax return. If you do,
chances are you'll rush through it to meet the April 15th deadline. And you just
might let a few deductions and exemptions slip by. The result? Wasted money.
Start early. Take time to give a lot of thought to every possible deduction and
exemption. And if you're not sure about all of them, take care of your return the
easy, economical way. See GAC Tax Returns. For as low as $5.00, you’ll get an
accurate, guranteed, tax return. }

~(b) This year alone, about thrée out of four people will probably overpay
Unele Sam at tax time. Why? Because they just don’t know all the deductions
and exemptions they’re entitled to. For example, many senior citizens fail to claim
all the tax allowances on their retirement income. . ‘

But there’s no need to be confused about what you can and cannot claim. J ust
stop in any GAC Tax Return’s office. For as low as $5.00, we’ll help you claim all
you can, and guarantee the accuracy of your return.

Par. 6. 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 and their representatives have
represented, and are now representing, directly or by implication, that:
1. Respondents will guarantee the accuracy of the taxpayer’s return
by reimbursing the taxpayer for any payments the tax payer may be
required to make in addition to his initial tax payment, if such addi-
tional payments result from an error made by respondents and their
representatives in the preparation of the tax return. :

2. Respondents’ and their representatives’ tax preparing personnel
are especially trained and unusually competent in the preparation of
tax returns and the giving of tax advice, and that they have the ability
and capacity to prepare and give advice concerning complex and de-
tailed income tax returns.

Par. 7. In truth and in fact:

1. Respondents’ guarantee is not unconditional since they do not
reimburse the tax payer for all payments he is required to make in
addition to his initial tax payment if such additional payments result.
from error made by respondents and their representatives in the prep-
aration of the tax return.

2. Respondents’ tax preparing personnel are not specially trained
and unusually competent in the preparation of tax returns and the
giving of tax advice, and they do not have the ability and capacity to
prepare and give advice concerning complex and detailed income tax
returns. ' ‘ _

Therefore, the statements and representations set forth in Para-
graphs Five and Six hereof were, and are, false and misleading and

deceptive.
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Pagr. 8. In the course and conduct of their aforesaid business, and
at all times mentioned herein, respondents have been, and now are, in -
substantial competition, in commerce, with corporations, firms and in-
dividuals in the sale of income tax preparation services of the same
general kind and nature as those sold by repondents.

Par. 9. The use by respondents and their representatlves of the
aforesaid false, misleading and deceptive statements and representa-
tions, and unfair acts 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 statements and representations were and are

‘true and into the purchase of the  respondents’ and their representatlves
income tax preparation services by reason of said erroneous and mis-
taken belief.

Par. 10. The aforesaid acts and practices of respondents and their
representatlves as herein alleged, were and are all to the prejudice and

“injury of the public and of the respondents’ and their representatives’
competitors, and constituted, and now constitute, unfair methods of
competition in commerce and unfair and deceptive acts and practices

_in commerce, in violation of Section 5 of the Federal Trade Commis-
sion Act.. ' R, '

' 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 Washington, D.C. Regional
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 Commission having thereafter
executed an agreement containing a consent order, an admission by
the respondents of all the jurisdictional facts set forth in the com-
plaint 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 complaint,
and waivers and other provisions as 'required by the Commission’s

“rules; and
The Commission having thereafter c0n51de1 ed 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 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
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“hereby issues its complaint, makes the following 1ur1sd1ct1onal find-
ings, and enters the following order:

1. Respondent GAC Finance Inc., is a corporation. orgamzed exist-
ing and doing business under and by virtue of the laws of the Com-
monwealth of Pennsylvania, with its. prmclpal office and. place of
business located at 1105. Hamilton Street, in the city of Allentown,
Commonwealth of Pennsylvania.

‘Respondent GAC Tax Returns Inc., is a corporatlon orgamzed
existing and doing business under and by virtue of the laws of the
Commonwealth of Pennsylvania, with its prmmpa.l office and place
of business located at 1105 Hamilton Street, in the city of Allentown,
Commonwealth of Pennsylvania. It is a wholly-owned subsidiary of,
and is managed, directed and controlled by, respondent GAC Finance
Inec. ‘

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. S v -

ORDER

It is ordered, That respondents GAC Finance Inc., a corporation,
and G-AC Tax Returns Inc., a corporation, their successors and assigns,
and their officers, and respondents’ agents, representatives and em-
ployees, directly or through any corporation, subsidiary, division or
other device, in connection with the preparation of income tax returns,
in commerce, as “commerce” is defined in the Federal Trade Com-
mission Act, do forthwith cease and desist from :

1. Using any guarantee without clearly and consplcuously
disclosing the terms, conditions and limitations of any such guar-
antee; or misrepresenting, in any manner, the terms and condi-
tions of any guarantee.

2. Representing, orally or in writing, directly or by implication,
that respondents will reimburse their customers for any payments
the customer may be required to make in addition to his initial
tax payment, in instances where such additional payments result
from an error by respondents in the preparation of the tax return;
Provided, however, nothing herein shall prevent truthful repre-
sentations that respondents will reimburse their customers for
interest or penalty payments resulting from respondents’ error.

3. Failing to disclose, clearly and consplcuously, whenever
respondents make any representation, orally or in writing, directly
or by implication, as to their responsibility for, or obligation
resulting from, errors attributable to respondents in the prepara-
tion of tax returns, that respondents will not assume the liability
for additional taxes assessed against the tax payer.
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4 Representlng, orally or in ertmg, d1rectly or by 1mphca—

~ tion, that ‘respondents’ tax preparatlon person.nel are. tax spe-
~ cialists or unusually competent in the preparatlon of tax returns

“or the giving of tax advice; or misrepresenting in-any manner the

tralnmg or competence of respondents’ tax preparatlon personnel

"It i3 further ordered, That :

a. The respondent corporations shall forthw1th dlstrlbute a copy
of this order to each of their operating divisions involved in the
preparation of tax returns for the general public.

b. Respondents shall deliver a copy of this order to all’ of their
present and future tax preparation personnel and that respond-
ents secure a 51gned statement acknowledcrmg recelpt of said order

. from each such pérson.

_¢. The respondent GAC Tax Returns Inc shall W1thm s1xty

‘ (60) days after service upon it of this order, send -a letter to the

last known address of each of its tax return customers for the
most recent, past year, clearly and accurately explammg the terms,
conditions and limitations. of- respondent’s policy. regardmg its
respon51b111ty for, or obligation resultmg from errors attrlbutable
to respondent in the preparation of tax returns. :

d. Respondents 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 of their compliance
with this order.

e. Respondents notlfy the Commission at leest thirty (80) days
prior to any proposed change in the corporate respondents such

~as dissolution, assignment or sale resulting in the emergence of

a slccessor corporatlon, the creation or dlssolutlon of subsidiaries
or any other change in.the respondent corporations which may
affect compliance obligations arising out of this order.

Ix T8 MATTER OF .

CARPET INTERIORS, ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED 'ViOLATI‘ON OF THE

' FEDERAL TRADE COMMISSION,. THE TEXTILE FIBER PRODUCTS.
IDENTIFICATION AND THE TRUTH IN LENDING ACTS

Docket C-2277. Complaint, Sept 6 197‘2—Demswn, Sept 6, 1972

Consent order requiring a Foleroft, Pennsylvania, seller and distributor of

carpeting and other merchandise, among other things to cease representing
that any price for their merchandise is a special or reduced price, unless

494-841—73——21
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- such price constitutes a significant reduction from the established selling
_price; advertising for the purpose of obtaining leads or prospects unless the
. ‘advertlsed products are capable of performing their advertised functwn and
" an adequate stock is maintained ; disparaging or refusmg to sell any ‘prod-
. uct ‘advertised; misrepresenting the quality. or properties of any of their
_.merchandlse falsely advertising, deceptively guaranteeing, and misbranding
their textile fiber products; and failing to disclose to customers-any -dis-
closures requlred by Regulation Z of the Truth in Lending Act. Respondents
. are further requlred to include on the face of its notes a notice that if the
" contract is sold to a third party, the customer may be required to make pay-
ments to someone other. than the seller even if the purchase contract-is not
fulfilled. . :

. COMPLAINT :

Pursuant to the provisions of the Federal ’I‘rade Comm1ssmn Act,
the Textile Fiber Products Identification Act, the Truth in Lendmg
Act and the 1mplement1ng regulation promulgated thereunder, and
by virtue of the authority vested in it by said Acts, the Federal Trade
‘Commission, having reason to believe that Carpet Interiors, a cor-
poration, trading and doing business as Remnant. City, and Rudolph
J. Pentima and Marvin Zeitz, individually and as officers of said cor-
:poratlon, hereinafter referred to as respondents, have violated the pro-
visions of said Acts, the implementing regulation, and the rules and
regulations promulgated under the Textile Fiber Products Identifica-
tion 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:

Paracrape 1. Carpet Interiors, trading and doing business as
Remnant City, is a corporation organized, existing and doing business
under and by virtue of the laws of the Commonwealth of Pennsylvania,
with its office and place of business located at 1852 Delmar Drive, in
Foleroft, Commonwealth of Pennsylvania.

Respondents Rudolph J. Pentima and Marvin Zeitz are 1nd1v1duals
and officers of said corporation. They formulate, direct and control
the acts and practices of the corporate respondent, including the acts
and practices hereinafter set forth. Their business address is the
same as that of the corporate respondent.

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

Par. 2. Respondents are now, and for some time last past have been,
engaged in the advertising, offering for sale, sale and distribution of
carpeting and other merchandise to the public.
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Allegmg v1olat10ns of Sectlon 5 of the Federal Trade Comm1ssmn
Act the a,llegatlons of Paragraphs One and Two, hereof, are mcorpo
rated by reference i in Count I as if fully set forth verbatnn '

Par. 8. In the course and. conduct of their busmess, as a,foresa,ld
respondents now. cause, and for some time last past have caused, their
said. merch&ndlse, when sold, to be shipped from their. place of busi-
ness in- the Commonwealth of Pennsylvania to. purchasers thereof
located in various States of the United States and mamtam, and at all
times mentioned herein-have mamtamed a substantial course of trade
in said merchandise in commerce, as “commerce” s defined i in the Fed-
eral Trade Commlssmn Act.

Par. 4. In the course and conduct of thelr a.foresald busmess, and for
the purpose of inducing the purchase of their merchandise, - the re-
spondents have made, and are now makuig, numerous statements and
representations in advertisements inserted in newspapers, dlsseunnated,
through the mails and by means of television broadcasts and by other
media with respect to the nature and limitations of their oﬂ"ers,'thei
prices, quality and guarantees of their merchandise. . -

Typical and illustrative of such statements and representatlons, »bri__t
not all-inclusive thereof, are the following: ‘

Christmas Warehouse SALE’

SAVE HUNDREDS ’ : -

$129 . $149 >
. 501 Nylon Continuous Filament

100% Nylon Pile '

* L » * d * o ¥ L%

$189 o $239

Dupont 501 Nylon Pile Acrilan Cut Pile

% * 2 Ey ’ * * *
! L

$269 o : "~ $359

Acrilan:Cut Pile o Kodel Embossed Patterns

(The above-stated prices and quality designations are 1mpr1nted on
photographs of ca,rpetlng which appears to be of superior grade ).

: 20.year guarantee
. WARBHOUSE SALE—3 DAYS ONLY'
NO MONEY DOWN

Par. 5. By and thro'ugh the use of the above-quoted statements and
representations, and others of similar import and meaning not ‘ex-

pressly set out-herein, respondents have represented and are now
representing, directly or by implication, that :
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1. During the period of their advertised “Christmas Warehouse
SALE,” or words of simjlar import and meaning, their advertised
prices ‘of their carpetmg represent a reduction from the- prlces at
which they have made a bona fide offer to sell, or have sold, said car-
petmg on a regular basis for a reasonably substa.ntml perlod of t1me in
the recent, regular course of their business.

A Purchasers of their carpeting realize ‘a savings of hundreds of
dollars from the actual prices at which such carpeting was offered for
sale, or was sold, by respondents in good faith for a reasonably sub-
stantlal period of time in the recent, regular course of their business.

" 8. Their represented reduced prices for their carpeting are offered
only during the limited period of the sale and such reduced prices will
be returned to their pre-sale bona fide offering price or to some other
substantlally hlgher amount 1mmed1ately after completion of the sale.

. 4. Their offers, as set forth in their advertisements, are bona, fide
offers-to sell their advertised carpetmg at the prlces and on the terms
and conditions'stated. , e

‘5. Their advertised carpetmg has the general appearance, texture :
and-thickness of’ supemor “grade carpeting in comon use. ;

6. Their carpeting is uncond1t10na11y guaranteed for a deﬁmte
period of time.

Par. 6. Intruth and in fact:

1. During the period of their advertised “Christmas Warehouse
SALE,” or words of similar import and meaning, the advertised
prices -of respondents’ carpeting do not represent a reduction from the
prices at which respondents have made a bona fide offer to sell, or
have sold, such carpeting on a regular basis for a reasonably substan-
tial period of time in the recent, regular course of their business.

2. Purchasers of respondents’ carpeting do not realize a savings of
hundreds of dollars or any other significant amount from the actual
prices at which such carpeting was offered for sale, or was sold, by
respondents for a reasonably substantial period of time in the recent,
regular course of their business. :

3. Respondents’ represented reduced. prlces are .not offered for a
limited period of time, but are the prices at which respondents sell, or
offer to sell, their carpeting on a regular basis for a reasonably sub-
stantial period of time in the recent, regular course of their business.

4. Respondents’ offers are not genuine or bona fide offers to sell
their advertised carpeting at the prices and on the terms and condi-
tions stated but are made for the purpose of obtaining leads as'to per-
sons interested in the purchase of their carpeting. After obtaining such
leads through response to said advertisements, respondents’ salesmen
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called upon such' persons; but:made no effort. to sell: the ‘advertised
“carpeting. Instead, they exhibited what they: represented to be ‘the
advertised carpeting which; because of its poor appearance and condi-
tion, was usually rejected on sight by the prospectlve purchiaser. Con-
currently, higher priced carpetmg of superior quality and texture wés
pr%ented which by comparison disparaged and demeaned the advér-
tised carpetmg By these and other tactics, the purchase of the advei-
tised carpeting ‘was dlscouraged and respondents,’ through their
salesmen,: attempted to, a.nd frequently d1d sell: the hlgher prlced
carpeting. -

5. Respondents’ adverlused ca,rpetmg does not have the general ap-

peara.nce, texture or thlckneSS of supemor grade carpeting in common
use. -
6. Respondents’ carpetmg is not uncondltlonally guaranteed an
every respect without. conditions or limitations for a-definite period of
time. Such’guarantees as may be furnished in connection therewith
are subject to numerous terms, conditions and limitations and fail to
set, forth the nature and extent of-the guarantee, the identity of the
guarantor and the manner in which the guarantor will perform there-
under

‘Therefore, the statements and representatmns set forth in Paragl aph
Four and Paragraph Five, hereof, were, and are, false, Imsleadmg and
deceptive.

Par. 7. In the further course and conduct of their business, and in
furtherance of a sales program for inducing the purchase of their
carpeting and floor coverings, respondents and their salesmen or rep-
resentatives have engaged in the following additional unfair, false,
misleading and deceptive act and practice :

In a substantial number of instances, and in the usual course of their
business, respondents sell and transfer their customers’ obligations,
procured by the aforesaid unfair, false, misleading and deceptive
means to various financial institutions. In any subsequent legal action
to collect on such obligations, these financial institutions, or other third
parties, as a general rule, may cut off various. personal defenses, other-
wise available to the obligor, arising out of respendents’ failure to pex-
form or out of other unfair, fa,lse, misleading or deceptive acts and
practices on the part of respondents.

Pagz. 8. In the course and conduct of their aforesaid business, and at
-all times mentioned herem, respondents have been, and now are, in
substantial competition, in commerce, with corporations, firms and in-
dividuals engaged in the sale of merchandise of the same general kind
and nature as the aforesaid merchandise sold by the respondents.
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.. PaR. 9. The use by the respondents of the aforesaid false, misleading
a,nd deceptive statements, representations, acts and Ppractices, and their
failure to disclose matemal facts, as aforesaid, has had, and now has,
the capacity and tendency to mislead members of the purchasing public
into the erroneous and mistaken belief that said statements and repre-
stations were, and are, true and complete and into the purchase of sub-
stantial quantities of respondents’ merchandise by reason of said
erroneous and mistaken belief. Respondents’ aforesaid acts and prae-
tices unfairly cause the purchasing public to assume debts and obliga-
tions and to make payments of money which they mlght othervnse not
have incurred.

... Par..10. The acts and practlces of the respondents as herem 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 competltlon in commerce and unfair and. deceptlve acts
and practices in commerce in v1ola,t10n of Sectlon 5 of the Federal
Trade Comm1ss1on Act. e : : :

. - COUNT II

Allegiﬁg violation of the Textile Fiber Products Identification Act -
and the implementing rules and regulations promulgated thereunder,
and of the Federal Trade Commission Act, the allegations of Para-
graphs One and Two hereof are incorporated by reference in Count
IT as if fully set forth verbatim.

Par. 11. Respondents are now, and for some time last past have
been, engaged in the introduction, delivery for introduction, sale,
advertising, and offering for sale, in commerce, and in the transporta-
tion or causing to be transported in commerce, of textile fiber products
including carpeting and floor covering and have 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. 12. Certain of said textile fiber products were misbranded by
respondents within the intent and meaning of Section 4(a) of the _
Textile Fiber Products Identification Act and of the rules and regula-
tions promulgated thereunder, in that they were falsely and decep-
tively advertised, or otherwise identified as to the name or amount of
constituent fibers contained therein. ,

Par. 13. Certain of said textile fiber products were falsely and
deceptively advertised in that respondents in making disclosures or
implications as to the fiber content of such textile fiber products in
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written advertisements used to aid, promote, and to assist, directly or
indirectly, in the sale or offering for sale of said products, failed to
set forth the required information as to fiber content as specified by:
Section 4(c) of the Textile Fiber Products Identification Act, and:
in the manner and form prescribed by the rules and regulations pro-
mulgated under said Act.

Par. 14. Among such textile fiber products, but not limited thereto,
was. carpeting which was falsely and deceptively advertised in The
thladelphm Inquirer and The Philadelphia. Bulletin, newspapers
pubhshed in the city of Philadelphia, Commonwealth of Pennsyl-
vania, and having a wide circulation in the city of Philadelphia,
Commonwealth of Pennsylvania and. various other States of the
United States, in that said carpeting was. described by such fiber
connoting terms among which, but not limited thereto, was “Acrilan,”
and the true generic names of the fiber contained in such carpetmg
was not set forth. :

Par. 15. By means of the aforesaid advertlsements and others of
similar. import and meaning not specifically referred to herein, re-.
spondents have falsely and. deceptively advertised textile fiber prodm
ucts in violation of the Textile Fiber Products Identlﬁcatlon Act in.
that said textile fiber products were not advertised in accordance with
* the rules and regulations promulgated thereunder in the following
respects:

1. In disclosing the fiber content information as to floor coverings
containing exempted backings, fillings, or paddings, such disclosure
was not made in such a manner as to indicate that such fiber content
information related only to the face, pile or outer surface of the floor
covering and not to the backing, filling or padding, in Vlolatlon of
Rule 11 of the aforesaid rules and regulatmns

9. A fiber trademark was used in advertising textile fiber products,
without a full disclosure of the fiber content information required by
said Act, and the regulations promulgated thereunder, in at least one
instance in said advertisement, in violation of Rule 41(a) of the afore-
said rules and regulations.

8. A fiber trademark was used in advertising textile fiber products,
containing only one fiber and such fiber trademark did not appear, at
least once in the said advertisement, in immediate proximity and
conjunction with the generic name of the fiber, in plainly legible and
conspicuous type, in violation of Rule 41(c) of the aforesaid rules
and regulations. :
_ Par. 16. The acts and practices of respondents as set. forth above
were, and are, in violation of the Textile Fiber Products Identifica-
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tion Act and the rules.and. regulations promulgated thereunder, and
constltuted and now; constltute, unfair and deceptive acts and.prac-
tloes, in commerce, a,nd unfa,lr methods of competltlon, in commerce,‘
under the Federal Trade. Comm1ss1on Act R

COUNT jucy

Allegmg violation of the Truth in Lendmg Act and the 1mplement-
ing" regulation promulga,ted thereunder, and ‘of the Federal Trade
Commission Act, the allegations of Pa,ragraph One and Paragraph
Two, ‘hereof, are 1noorporated by reference m Count III as 1f fully
set forth verbatim. =

Psg. 17. In the ordinary course and conduct of their busmess‘as ’

aforesaid, respondents regularly extend 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 Reserve System.

. Par."18. Subsequent to July 1,11969, respondents in the ordmary
course ‘of ‘business’ as’ aforesaid;’ and in ‘connection with ‘their credit’
sales, ds “credit sale” is defined in Regulatlon Z, have caused, and’are’
now causing, customers to execute binding retall mstallment contraci;s,E
hereinafter réferred to as the contracts. =~ "

Par. 19. By and through the use of said contracts, respondents :

1. Fail, in many instances, to disclose the “total downpayment” in
~ the manner and form required by Section 226.8(c) (2) of Regulation

7. . v o

2. Fail, in many instances, to disclose the “unpaid balance of cash
price” in the manner and form required by Section 226.8(c) (3) of
Regulatlon Z. ‘

3. Fail, in many instances, to use the term “amount ﬁnanced”
describe the amount of credit extended; and to disclose the amount
of the “amount financed,” as requlred by Section 226.8(c)(7) of
Regula,tlon Z. ,

4. Fail, in many 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 therein; and to disclose the dollar amount of the
“finance charge,” as required by Section 226.8(c) (8) (i) of Regula-
tion Z.

5. Fail, in many instances, to disclose the annual percentage rate,
computed in accordance with Section 226.5 of Regulation Z, as re-’
quired by Section 226.8(b) (2) of Regulation Z. '

6. Fail, in many instances, to disclose the sum of the cash price, all
charges which are included in the amount financed but which are not
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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) (ii) of Regulation Z. -~ - . 7 wosvo oo e any
" 4. Fail, in-many instances, to use the term “total of payments”. to
describe the sum of the payments scheduled to repay the indebtedness;
and to disclose the number, dates and amounts of payments scheduled
to repay the indebtedness, as required by Section . 226.8 (b) (3) :of
Regulation Z. - e e el s

8. Fail, in many instances, to identify the method of computing.any
unearned portion of the finance charge in the event: of prepayment
of the obligation, as required by Section 226.8(b) (7) of Regulation

9. Fail, in.many instances, to make all disclosures required to-be
made by Sections 226.8(b) and 226.8(c)-of Regulation. Z,-computed
in accordance with Sections 226.4 and 226.5 of Regulation Z and dis-
closed in the form and manner prescribed under Section 226.6 of Reg:
ulation Z, in violation of Sections 226.6 and 226.8 of Regulation Z.

Par. 20. By and through the use of respondents’ contracts, in many
instances, a security interest, as “security interest” is defined inSec- |
tion 226.2(z) of Regulation Z, is or will be retained-or acquired in
real property which is used ‘or expected to be used as ‘the principal
residence ‘of the respondents’ customers. Respondents’ retention or
acquisition of such security interest in said real property ’thereby
entitles their credit customers to be given the right to rescind that
transaction until midnight of the third business day following the
consummation of the transaction or the date of delivery of all the
 disclosures required by Regulation Z, whichever is later.

Respondents have, in some instances, failed to give their credit
customers the right to rescind until midnight of the third business day
following the consummation of the transaction or the date of delivéry
of all disclosures, whichever is later, failed to fill in the dates so
credit customers would know when the right to rescind expired, and
have failed to set forth the “Effect of Rescission” in the rescission
notice to their customers, as required by Sections 226.9(a) and (b)
of Regulation Z. : '

Par. 21. In the ordinary course of their business as aforesaid, re-
spondents cause to be published advertisements of their merchandise
and services, as “advertisements” is defined in Regulation Z. These .
advertisements aid, promote or assist, directly or indirectly, exten-
sions of consumer credit in connection with the sale of these goods
and services. By and through the use of the advertisements,
respondents: o -
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- ‘State that “No Money . Down,” thereby implying.no.downpayment
isirequired in conneétion with a consumer credit, transaction, -without
also stating all of the followmg items in terminology: prescrlbed under
Section 226 8 of Regulwtmn 5 a8 requlred by Section 226.10(d) (2)
thereof : :

(1) the cash price; ‘

:-+(i1) the number; amount and due dates of: perlod of payments

scheduled to repay the indebtedness if the credit is extended;. ' - ;
(iii) the amount-of the finance charge expressed as.an annual per-
cent;a,ge rate; and - o : :

.(1v) the deferred pa.yment pnce

Par. 22. Pursuant to Section 103 (q) of the Truth in Lendmg Acb
respondents’ aforesaid failures to comply with the . provisions:of
Regulation Z, constitute violations of that Act, and, ‘pursuant to Sec-
tion 108 thereof, respondents thereby v1olated the- Federal Trade
Commlssmn Act. - : : o

DECISION' AND: ORDER' LTy

The Federal Trade Commlssmn having mltla.ted an mvesugatlon
of certain acts and practices of the respondenrts named in thé caption
hereof, and the respondents having been furnished thereafter with
a copy of a draft of complaint which the Washington, D.C. Regional
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 Commission having thereafter
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
having 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 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
issues its complaint, makes the following jurisdictional findings, and
enters the following order:
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o, Respondent Carpet Tiiteriors: trading and doing business as Rem-
nant -City -is a corporation organized, existing; and: doing business
under and by virtue of the laws of the Commonwealth of Pennsyl-
vania with its office and place of -biisiness located at 1852 Delmar
Drive, in Foleroft, Commonwealth of Pennsylvania.

Respondents Rudolph J:Pentima and Marvin Zeitz are 1nd1v1dua,ls
and officers of said corporation. They formulate, direct and control
the acts and practices of the corporate respondent, and their busi-
ness address is the same as that of the corporate respondent.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the r%pondents and the- proceedmg
is m the pubhc mterest '

I

It is ordered, That respondents Carpet Interiors, a corporation,
trading and domg busmess as Remnant City, its successors and assigns,
and its officers, and Rudolph J. Pentima and Marvin Zeitz, individ-
ually and as officers of said corporatmn, and respondents’ agents,
representatives and employees dlrectly or through any corporation,
subsuilary, division or other device, in connection with the advertis-
ing, offering for sale, sale or distribution of carpeting or any other
merchandise in commerce, as “commerce” is defined in the Federal
* Trade Commission Act, do forthwith cease and desist from:

1. Using the words “Christmas Warehouse SALE” or any other
word or words of similar import or meaning to designate the
price or prices of their merchandise, unless the price or prices of
such 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 such merchandise was sold or
offered for sale to the public on a regular basis by respondents
for a reasonably substantial period of time in the recent, regular
course of their business.

2. Using the word “SAVE” or any other word or words of
similar import or meaning in conjunction with a stated dollar
or percentage amount of savings, unless the stated dollar or per-
centage amount of savings actually represents the difference be-
tween the offering price and the actual bona fide price at which
such merchandise had been sold or offered for sale on a regular
basis to the pubhc by respondents for a reasonably substantial

period of time in the recent, regula,r course of their business.
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-3, (a): Represenj:mg, orally or in writing, dlrectly or by im-
I phcatlon, that by purchasmg any. of said merchandise, cus-
. tomers are . afforded savings amountmg to- the difference

) between respondents .stated price and respondents’ former

price unless such merchandise has.been, sold or-offered for sale
“in good faith at the former price by respondents for.a.reason-
. ‘ably substantial period of time in the recent reaular course

~.of their business, 3

(b) Representmg, orally or in ertmg, dlrectly or by im-

rpllcatlon that by purchasmg any of said merchandise, cus-
tomers are afforded savings amounting to the dlﬁerence be-
tween respondents’ stated price and a compared price for said
merchandise in respondents’ trade area unless a substantial
number of the principal retail outlets in the trade area regu-
larly sell said merchandise at the compared pnce or some
h1gher price.

. (e) Rep-resentmg, orally or.m wntmg, dlrectly or by im-
phcatlon, that by purchasmg any of said merchandise, cus-
tomers are afforded savings amountmg to the difference be-

. tween respondents stated price and a compared -value price

for comparable merchandise, unless substantial sales of mer-
chandise of like grade and quahty are being made in the trade
area at the compared price or a higher price and unless re-
' spondents have in good faith conducted a market survey or -
obtained = similar representative sample of price in their

trade area which establishes the validity of said compared

price and it is clearly and conspicuously disclosed that the

- comparison is with merchandise of like grade and quality.

4, Representmg, orally or in writing, directly or by implication,
that any price for their merchandise is a special or reduced price,
unless such price constitutes a significant reduction from an es-
tablished selling price at which such merchandise has been sold
in substantial quantities by respondents in the recent, regular
course of their business; or misrepresenting, in any manner, the

- savings available to purchasers

5. Failing to maintain adequmte records, (a) which disclose the
facts upon whlch any savings claim, including pI‘lClno‘ claims and
-similar representations of the type described in Paragraphs 1

~through 4 of this order are based, and (b) from which the
validity of any savings claim, 1nc1ud1ng pricing claims and similar
representations of the type described in Paragraphs 1 through 4
of this order can be determined.
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" 6. Representing, orally or in writing, dlrectly or by unphca-

* tion, that any offer is limited in point of tinie or restricted in any

other manner, unless the represented limitation or restriction is
actually imposed and in good faith adhered to by respondents.

7. Advertising or offering any products for sale for the purpose
of obtaining leads or prospects for the sale of d1ﬁ"erent products

. unless the advertised products are capable of adequately perform—

K a,dvertlsed

N s that any products or services are offéred for sale When such ff
. _1s ‘not a bona fide offer to sell said products or services.

tions which are ‘designed to obtaln leads or pr ospects for the
. of other merchandlse

ing the function for which they are offered and respondents main-

tam an a,dequate a,nd readily available stock of said products
8. D1sparavlng, in any manner, or refusmg to sell any product

9. Using any advertlsmg, sales plan or pr ocedure mvolvmg the
use of false, deceptive or misleading sta,tements or representa',-

10. Representlng, ora,lly or 1n ertlng, dlrectly or mdlrectI

11. Representmg, directly or by implication, through the s

» photographs or in any other manner, that their inferior grade
" carpeting has ‘the appearance, thickness or textute of superior

grade carpeting in common use; or misrepresenting, in any man-
ner, the appearance, thickness, texture or an y other quahty stand-

- ard of their meroha,ndlse

12. Representmg, orally or in writing dlreetly or by 1mphca—
tion, that any of their merchandise is guaranteed, unless the na-
ture and extent of the guarantee, the identity of the guarantor

“and the manner in which the guarantor will perform thereunder

~ are ‘clearly and conspicuously disclosed; and unless respondents

. promptly and fully perform all of thelr .obligations and require-

ments, directly or impliedly represented, under the terms of such

- guarantee.

13. Failing to mcorporate the followmg statement on the face

..of all sales contracts, all notes or other instruments of indebted-

ness executed by or on behalf of respondents’ customers with such
conspicuousness and clarity as is likely to be read and understood

by the purchaser:
NOTICE

It you are:obtaining credxt in connectlon w1th ‘this- pmchase, you.will be re-
quired.to 51g'n a prom1ssory note, a sales contract or.other.instrument of in-
debtedness whlch may be purchased from the seller by a bank, ﬁnance company
or any other third party It such is the case, you w111 be requlred to make your
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payments to :someone other than the seller, You should be aware-that if this
happens you may have to pay the note contract or other mstrument of indebted-
ness in full to 1ts new owner éven 1f your purchase contract 1s not fulﬁlled.

o

- Itis - further ordemd That respondents Carpet Intemcrs, a. corpora-
t1on, trading and doing business as Remnant City, its successors and
assigns, and its officers, and Rudolph J. Pentuna and Marvm Zeitz,
individually and. as officers. of said corpora,tlon, and respondents’
agents, representatwes, and employees, dlrectly or through any corpo-
_ ration, subsidiary, division or other device, in connection with the
introduction, sale, advertlsmg, or offering for sale, in commerce, or
the transportation or causmg to be transported in commerce of any
textﬂe fiber product; or in connect1on with the sale, offering for sale,
advertlsmg, delivery, transportation or causing to be transported, of
any textile fiber product which has been advert1sed or offered for sale,
;_n inmerce,‘ or in connection with the  offering for sale, adver-
dellvery, tra,nsportatlon, or causing to be. transported, after
shipment in commerce, of any . textile fiber product, whether in its
nal state or-contained in’ other textile ber products as the.terms
mmerce” and “textile fiber product” are deﬁned in the Textile
Fiber Products Indentlﬁcatmn Act, do forthw1th ccease and desist -
from ’

AL M1sbrandmg textile fiber products by falsely or deceptively
-stamping, tagging, labeling, i Invoicing, advertising or otherwise
.'_ 1dent1fy1ng such products as to the ‘name or amount of the con-
stituent fibers contained therein.
B. Falsely and deceptively advert1smg textile products by:
1. Making any representations by disclosure or by 1mphca-
, tlon, as to fiber content of any. textile fiber product in any
written advertisement which is used to aid, promote or assist,
directly or indirectly, in the sale, or offering for sale, of such
textile fiber product unless the same information required to
be shown on the stamp, tag, label or other means of identi-
. fication under Sections 4(b) (1) and (2) of the Textile Fiber
Products Identification Act is contained in the said advert1se-
ment, except that the percentages of the ﬁbers present in the
textlle fiber product need not be stated.

2. Failing to set forth in advertising the fiber content of
floor covering containing exempted backings, fillings or pad-
dings, that such disclosures relates only to the face, pile or
outer surface of such textile fiber products and not to the
exempted backings, fillings or paddings.
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" 3. Using ‘a fiber ‘trademark in advertising - textile fiber

. products without a full disclosure of the:required fiber: con-

tent information in at least one instanceinsaid advertisement.

4, Using a fiber trademark in :advertising textile fiber

~ .+ products containing only one fiber without such fiber trade-

" mark appearing at least once in the advertisement, in im-

mediate proximity and con]unctlon with :the generic name
of the fiber, in plainly legible and conspicuous type..

m

1t is further ordered That respondents Carpet Interlors, 2 corpora-
tlon, ‘trading and domg business as Remnant City, its successors and
assigns, and its officers, and Rudolph J. Pentima and Marvin Zeitz,
individually and-as officers of said corporation, and respondents’
agents, representatives and employees directly or through any corpora-
tion, subsidiary, division or other device, in connection with any ex-
terision of consumer credit or any advertisement to aid, promote or
assist, directly or indirectly, any extension of consumer credit, as
“consumer credit” and “advertisement” are defined in Regulation Z
(12 C.F.R. §226) of the Truth in Lending Act (Pub. L. 90-821, 15
U.S.C. 1601 et seq.), or in connection with any advertisement to aid,
promote or assist, directly or indirectly, any extension of consumer
credit as “advertisement” and “consumer credit” are defined in Regu-
lation Z, do forthwith cease and desist from:

“1. Failing to disclose the “total downpayment” in the manner

~and form required by Section 226.8(c) (2) of Regulation Z.

2, Failing to disclose the “unpaid balance of cash price” in the
manner and form required by Section 226.8(c) (3) of Regula-
tion Z.

.3. Failing to use the term “amount financed” to describe the
amount of credit extended; and to disclose the amount of the
“amount financed,” as requlred by Section 226 8(c) (7) of Regu-

. lation Z. ‘

o4, Falhng 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; and to disclose the dollar amount of the “fi-
nance charge” as requlred by Section 226. 8(0) (8) (i) of Regula-
tion Z. _

5. Failing to disclose the annual percentage rate, computed in
accordance w1th Section 226.5 of Regulation Z as requ1red by
Section 226.8(b) (2) of Regulation Z.

6. Failing to disclose the sum of the cash price, all charges
which are included in the amount financed but which are not
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-/, part of the finance charge, and the finarice charge, and to describe

-+ that sum as “deferred payment pmce” as requu'ed by Sectlon 226.8
s(e) (8)(il) of RegulationZ.. . -

 : 7. Failing to use. the térm “total of payments” to descmbe the

sum of the payments scheduled to repay: the indebtedness; and to

. disclose -the number, ‘dates and amount of the sum of payments

. 1 scheduled to repay the mdebtedness, as requlred by Section 226.8

(b) (3):of Regulation Z. :
8. Failing to identify the method of computmg any unearned
portion of the finance charge in the event of prepayment of the
- obligatien as requlred by Section 226.8(b) (7) of Regulation Z.
O, (a) -Failing in any transaction in which respondents retain
or. acquire. a security interest in. real property which is used or
expected to. be used as the principal residence of the. customer to
comply with all requirements regarding the right of reselssmn set
-forth in Section 226.9 of Regulation Z. : : :
- «(b).-Failing to disclose, or to. accurately dlselose on. the notlce
;of resclssmn, the date on which the customer’s rlght of. rescission
_...expires, said date being not earlier than the third business day fol-
.+ _-lowing the date of the transaction, as requlred by Sectlon 226.9 (b)
" of Regulation. Z. :

10. Representm directly or by 1mphcatlon, in any advertlse-
ment, as “advertisement” is defined in Regulation Z, the amount
of the downpayment required or that no downpayment is required,

. the amount of any installment payment, the dollar amount of any
finance charge, the number of installments or the period of repay-
ment, or that there is no charge for credit, unless all of the follow-
‘ing items are stated in terminology prescribed under Section 226.8
of Regulation Z. :

- (1) the cash price; :

(i1) the amount of the downpayment required or that no
downpayment is required, as applicable;

(iii) the number, amount, and due dates or period of pay-
ments scheduled to 1epay the indebtedness if the credit is
extended ;

(iv) the amount of the ﬁnance charge expressed as an an-

" nual percentage rate;and

(v) the deferred pay ment price.

. 11. Failing in any consumer credit transaction or advert1s1ng

to make-all disclosures determmed in a,ccordance with Sections

226.4 and 226.5 of Reoulatlon Z at the tlme and in the manner,

.- form and amount requ1red by Sectlons 226 6, 226. 8, 226.9 and
 996.10°0f Regulation Z. N o
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Itis fwrﬁwr ordered.;
.a. ‘That the respondents herem shall forthw1th distribute a copy
. :of ‘this order to each of their respectlve operatmg d1v1s1ons or
departments.
- b.. That the respondents hereln shall forthw1th dlstrlbute a copy
of this order to all present and future personnel of respondents
‘engaged. in"the offering for sale, or sale, of any carpeting or any
other merchandise offered for sale by respondents or engaged in
. the consummation of any extension of consuymer credlt or in any
-aspect.of the preparation, creation, or plaemg of- advertlslng, and
that respondents secure a signed statement from all such personnel
' acknowledgmg receipt of said order from each such person.
. ++c. That respondents herein shall notify the Commission at least
thlrty (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, the creation or dissolution
*of subsidiaries, or any other change in the corporation which may
affect compliance obhgatlons arising out of thisorder.
d. 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.

IN THE MATTER or
WELLCO CARPET CORP.

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

Docket (}'—2278 Complaint, Sept. §, 197’2-—Dem3wn Sept. 8, 1972.

(“onsent oxder requiring a Calhoun, Georgia, se]ler and manufaeturer of carpets
and rugs, among other thmgs to cease manufacturmg for sale, selling, import-
ing, or distributing any product, fabrie, or related material which fails to
conform“to an applicable standard of flammability -or regulation issued or
amended under the provisions of the Flammable Fabrics 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 Commlssmn, having
reason to beheve that Wellco C‘u‘pet Corp La corporatlon, heremafter

494-841—73—— 92 o S
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referred to as respondent, has violated the provisions of the said Acts
and the rules and regulations promulgated under the Flammable Fab-
rics Act, as amended, and it appearing to the Commission that a, pro-
ceedmg by it in respect thereof would be in the public interest, hereby
issues its'complaint stating its charges in that respect as follows

Paragrarm 1. Respondent Wellco Carpet Corp., is a corporation
organized, existing and doing business under and by virtue of thelaws
of the State of Georgla

Respondent is engaged in-the manufacture and sale of carpets and
© rugs, with its prm(npal place of busmess located at P O. Box 281, Cal-
houn, Georgia.

Par. 2. Respondent for some time last past was engaged n the manu-
facturing for sale, sale and offering for sale, in commerce, and has
introduced, delivered for introduction, transported and caused to be
tla,nsported 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 prowsxons -of the
Flammable Fabrics Act, as amended.

Such products mentioned hereinabove were “Super Value” and
z‘Vdey Hill” carpeting subject to Department of Commerce ‘Stand-
ard for the Surface Flammability of Carpets and Rugs (DOC FF

1-70).

Par. 3. The aforesaid acts and practices of respondent were in viola-
tion of the Flammable Fabrics Act, as amended, and the rules and
regulations promulgated thereunder, and as such constituted unfair
methods of competition and unfair and deceptive acts and practices
in commerce, within the intent and meaning of the Federal Trade

Commission Act.
DECISION AND OrpER

The Federal Trade Commission having initiated an 1nvest1gat10n
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 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 aforesaid
draft of complaint, a statement that the signing of said agreement is
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for settlement purposes only and does not constitute an-admission- by
respondent :that the law has been violated as alleged in such com-
plaant and waivers and other prov1s.1ons as requlred ‘by the Commis-
sion’s rules; and - S

The Commlsswn havmg thereafter cons1dered 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 pro-
cedure prescribed in Section 2.34(b) of its rules, the Commission
hereby 1ssues its complaint, makes the followmg jurisdictional find-
mgs, and enters the following order:

1. Respondent Wellco Carpet Corp., is a corporation orgamzed
ex1stmg and doing business under and by virtue of the laws of the
State of G‘reorgla ‘ -

- Respondent is engaged in the manufacture and sale of carpets and
rugs, with its office and principal place of busmess located at PO
Box 281, Calhoun, Georgia.:

-2 The Federal Trade Commission has ]unsdwtlon of the subJect
matter of this proceeding and of the respondent, and the proceeding
1s in the public interest.

ORDER

1t is ordered, That respondent Wellco Carpet Corp., a corporation,
its successors and assigns, and its officers, and respondent’s agents,
representatives, and employees directly or through any corporation,
subsidiary, division, or other device, do forthwith cease and desist
from manufacturing for sale, selhng, 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 manufacturmg for sale, selhng
or offering for sale, any product made of fabric or related materlal
which has been shlpped or received in commerce, as ‘“commerce,”
“product,” “fabric” and “related material” are defined in the Flam-
mable Fabrics Act, as amended, which product, fabric or related ma-
terial fails to conform to an apphcable standard or regulation con-
tinued in effect, 1ssued or amended under the provisions of the afore-
said Act. :
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. It 48 further ordered, That respondent, if it has not already done
so, notify all of its customers who have purchased or to whom has’been
delivered the products which gave rise to this complaint, of the pos-
sible flammable nature of said products and effect the recall, if 1£ has
not already done so, of said products from such customers.

-1t ’is further ordered, That the respondent herein shall either process
the:prd’ducts,which ‘gave rise to the complaint so as to bring them into
eonformance with the applicable standard of flammability under the
Flammable Fabrics ‘Act, as amended,-or destroy said products. -

.1t 48 further ordered, That respondent herein shall, within ten (10)

days after service upon it of this order, file with the Commission a
special Teport in writing setting forth the respondent’s intentions as
to compliance with this order. This special report shall also advise the -
Commission fully:and speeifically concerning (1) the identity of the
products: which ‘gave rise to the complaint, (2) the identity of the
purchasers of said products, (3) the amount of said products on Hand
and in the channels of commerce, (4) ary action taken-and any farther
actions proposed to be taken to notify customers:of the flammability
of said products and effect the recall of said products from customiers,
and of the results thereof, (5) any d1sp()31émn of said- products since
September 10,1971, and (6) any action taken or proposed to be taken
to bring said products into conformance with the applicable standard
of ﬁammability under the Flammable Fabrics Act, as amended, or to
destroy said products, and the results of such action. Respondent will
submit with its report, a complete description of each style of carpet
or rug currently in inventory or production. Upon request, respondent
will forward to the Commlssmn for testm(r a sample of any su(‘h car-
petor rug. '
It is further ordered, That respondent notlfy the Commission at
least 30 days prior to any proposed change in the corporate Iespond—
ent such as dlssolutlon, assignment or sale resulting in the emergence
of a successor corporation, the creation or dlssolutlon of subsidiaries
or any other change in the corporatlon wh1ch may af‘fect compha,nce
obhgatlons arising out of the order.

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

It is fm"ﬁw?* ordered, That the respondent herein shall, within s1xty
' (60) days after service ‘upon it of this order, file W1th the Commission
a report in ‘writing setting forth in detail the manner and form 1n
which it has complied with thls order.
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I THE MATTER oF

SHUTZER INDUSTRIES INC ET AL‘ e

CONSENT ORDER, ETC, IN REGARD TO THE ALLEGED VIOLA.TIONV OF THE
FEDERAL TRADE COMM:[SSION AND THE WOOL PRODUCTS LABELING ACTS .

: Docket 0—-22’79 Complaint, Sept 138, 19’72——-De'mswn, Sept. 13 1972

Consent order requirmg a Lawrence, Massachusetts, manufacturer and chstnbu- o

tor of mens and boys’ garments, among ‘other things to cease zmsbrandmg
its merchandise ‘by faﬂlng to adequately label said merchandise in aecorq-'
- .ance with the. applicable pr0v1s10ns of the Wool Produects’ Labelmg Act. i

COM:I?LAINT

" Pursuant to the prov1S1ons of the Federal Trade Commlssmn Act
and the Wool Products Labeling Act of 1939, and by virtue of the
authority vested in it by said Acts, the. Federa.l Trade Comrmssmn,
haVing reason to believe that Shutzer Industnes, Ine., a ‘corporation,
and Shutzer Manufacturmg Co., Inc., a corporation, and TLawrence L.
Shutzer, individually and as an oﬂicer of said eorpora,tlons, _hereln-
after referred to as respondents, have violated the provisions of said
Acts and the rules and regulations promulgated under the Wool Prod-
ucts Labeling Act of 1939, and it appearing to the Commission that a
proceeding by it in respect thereof would be in the public interest,
hereby issues its complamt stating its charges 1n that respect as fol-
lows:

Paracrari 1.-Respondent Shutzer In'dustrles, Inc., is a corporation
organized, 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 250 Canal Street, Lawrence, Massachusetts.

- Respondent Shutzer Manufacturing Co., Inc., is a corporaition or-
ganized, existing and doing business under and by virtue of the laws

_of the State of Massachusetts with its office and principal place of
business located at 250 Canal Street, Lawrence, Massachusetts.

Respondent Lawrenée L. Shutzer is an officer of the corporate re-
spondents. He formulates, directs and controls the acts, practices and
policies of the corporate respondents. He has his office and principal
place of business located at 250 Canal Street, Lawrence, Massachusetts.

Respondents are engaged in the manufacture and distribution of
men’s and boys’ garments. ‘ :

Par. 2. Respondents, now and for some time last past, have manu-
factured for introduction into commerce, introduced into commerce,
sold, transported, distributed, delivered for shipment, shipped, and
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offered for sale, in commerce, as “commerce” is defined in the Wool
Products Labeling Act of 1939 Wool products as “Wool product” is
defined therein.

Par. 3. Certain of said Wool products were mlsbranded by respond-
ents in that they were not stamped tagged, labeled, or otherwise identi-
fied as required under the provisions of Section 4(&) (2) of the Wool
Products Labeling Act of 1939 and in the manner:and form.as pre-’
scrlbed by the rules and regulations promulgated under said Act.

Among such misbranded Wool prodiicts, but not limited thereto,
Were certain wool products, ‘with labels on or. affixed thereto, which
failed to disclose the. percentage of the total fiber Wexght of the wool
products, exclusive of ornamentation not exceeding 5 per centum of
said total fiber weight, of (1) wool;’ "(2) reprocessed wool; (3) reused
wool; (4) each fiber other than wool when said percentage by weight
of such fiber was five per centum or more; and (5) the aggregate of
all other fibers.

Par. 4. The acts and practmes of the respondents as seb forth above
were, and are, in violation of the Wool Products Labeling Act of 1939
and the rules and regnlations promulgated thereunder, and constituted,
and now constitute, unfair methods of competition and unfair and
deceptlve acts or practicés, in commerce, within the intent and mean-
ing of the Federal Trade Commission Act.

Droiston AnD ORDER

The Federal Trade Commission having initiated an mvestlgatlon
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
proposed to present to the Commission for its consideration and which,
if issued by the Commission, would charge respondents with V1olat10n
of the Federal Trade Commission Act, and the Wool Products La,bel-
ing Act of 1939; 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 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-
plamt and waivers and other provisions as required by the Commis-
sion’s rules; and

The Commission having thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondents have
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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, nowin further conformity with the pro-
cedure- prescnbed in -Section. 2.34(b) of its. rules, . the Commission
hereby issues its complaint, makes the. followmg ]urlsdlctmnal find-
ings, and enters the following order : :

1. Respondent Shutzer Industrles, Inc., is a corporatlon organlzed
ex1sbmg 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 250-Canal Street, La.wrence, Massachusetts. ’

. Respondent Shutzer . Manufacturing Co,, Inc., is a corporatlon
orgamzed existing. and' doing business under and by virtue of the
laws of the State of Massachusetts with its office and principal place
of business located at 250 Canal Street, Lawrenee, Massachusetts. .

Respondent Lawrence L. Shutzer is an officer of the corporate
respondents. He formulates, directs, apd controls the acts, praotlces
and policies of the corporate respondents. He has his office and- prin-
cipal place of business located at 250 Canal Street, Lawrence,
Massachusetts.

Respondents are engaged in the manufacture and distribution of
men’s and boys’ garments.

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.
ORDER

1t is ordered, That respondents Shutzer Industries, Inc., a corpora-
tion, its successors and assigns, and its officers, and Shutzer Manufac-
turing Co., a corporation, its successors and assigns, and its officers,
and Lawrence L. Shutzer, individually and as an officer of said corpora-
tions, and respondents’ representatives, agents and employees, directly
or through any corporation, subsidiary, division or other device, in
connection with the introduction or manufacture for introduction, into
commerce or the offering for sale, sale, transportation, distribution,
delivery for shipment, or shipment, in commerce, of wool products,
as “commerce” and “wool product” are defined in the Wool Products
Labeling Act of 1939, do forthwith cease and desist from misbranding
such products by failing to securely affix to, or place on, each such prod-
uct a stamp, tag, label or other means of identification showing in a
clear and conspicuous manner each element of information required to
be disclosed by Section 4(a) (2) of the Wool Products Labeling Act of
1939.
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It i further ordered; That respondents notify ‘the Commission at
least 30 days prior to any proposed changes in the corporate respond-
ents such as dissolution; assignment or sale resulting in the emergence
of successor corporatlons, the creation or dissolution of subsidiaries
or any other change in the corporations whlch ‘may. aﬁect comphance- '
obhgatlons arising out of the order. B

It is further ordered, That the respondent: corporatlons sha]l forth— '
with distribute 4 copy of this order to'each'of theéir-operating divisions.

1t i3 further ordered, That the individual respondent named herein
promptly notify the Commxssmn of the discontinuance’ of his present
business or employment and of his affiliation with a new business or
employment Such notice shall include respondent’s current business
or employment in which he is engaged as well as a descrlptlon ‘of hlS
duties and responsibilitiés.

It is further ordered, That the respondents herem shall, mthm sixty
(60) days after service ‘upon them of this order, file with the Com-
mission a report in writing setting forth in detall the manner and form
m Whlch they have comphed w1th the order Co

In THE MATTER OF
LEON HECHT FUR CORP,, ET AL.

CONSENT ORDER, ETC., "IN REGARD TO THE ALLEGED VIOLATION. OF THE
FEDERAL TRADE COMMISSION AND THE FUR PRODUCTS LABELING ACTS

Docket 0-2280. Complaint, Sept. 13, 1972—Decision, Sept. 13, 1972.

Consent order requiring a New York City retailer of fur products, among other
things to cease misbranding and deceptively invoicing its fur products.

CoOMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Fur Products Labeling Act and by virtue of the authority
vested in it by said Acts, the Federal Trade Commission having reason
to believe that Leon Hecht Fur Corp., a corporation, and Leon Hecht,
individually and as an officer of said corporatlon hereinafter referred
to as respondents, have violated the provisions of said Acts and the
rules and regulatlons promulgated under the Fur Products Labeling
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:
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" PARAGRAPH 1. Respondent Leon Hecht Fur Corp. is a:corporation
orgamzed existing and .doing business. under and by virtue ‘of the
laws of the State of New York.. -~ . -

- RespondentLeon Hecht is.an. oﬁicer of the corporate respondent and
formulates directs and controls the acts, practices and policies. of
the said corporate respondent including those hereinafter set forth. -

Respondents are retailers of fur products with their office and prin-
cipal place of business Ioeated at 150 West 30th Street New York
New York.

- Par. 2. Respondents- ha.ve been and are now engaged in the mtro-
duction into eommeree, and in the sale, advertising, and- offermg for
sale in commerce, and in the transportation and distribution in com:
merce, of fur products; and have sold, advertised, offered for sale,
transported and distributed fur products which have been made in
whole or in part of furs which have been shipped and received in
¢ommerce, as the terms “commerce,” “fur” and “fur product” are de-
fined in the Fur Products Labeling Act

PaRr. 3. Certain of said fur products were mlsbranded in that- they
were not labeled. as required under the provisions of Section 4(2) of
the Fur Products Labeling Act and in the mannér and form prescrlbed
by the rules and regulations promulgated thereunder. :

Among such misbranded fur products, but not limited thereto were
fur products without labels. :

Par. 4. Certain of said fur products were falsely and deceptlvely
invoiced by the respondents in that they were not invoiced as required
by Section 5(b) (1) of the Fur Products Labeling Act and the rules
and regulations promulgated under such Act.

Among such falsely and deceptively invoiced fur products but not
limited thereto, were fur products covered by invoices which failed to
show that the fur product contains or is composed of bleached, dyed
or otherwise artificially colored fur when such is the fact.

Par. 5. Certain of said fur products were falsely and deceptively
invoiced in that certain of said fur products were invoiced to show that
the fur contained therein was “natural” when in fact such fur was
pointed, bleached, dyed tip-dyed, or otherwise artificially colored in
violation of Sectlon 5(b) (2) of the Fur Products Labeling Act.

Par. 6. Certain of said fur products were falsely and deceptively
invoiced in violation of the Fur Products Labeling Act in that they
were not invoiced in accordance with the rules and regulations pro-
mulga,ted thereunder, in that the term “natural” was not used on in-
voices to describe fur products which were not pointed, bleached, dyed,
tip-dyed, or otherwise artificially colored, in violation of Rule 19(g) of
said rules and regulations.
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“P4r. 7. The aforesaid acts and practices of respondents, as herein
alleged, are in violation of the Fur Products Labeling Act and the
rules and regulations promulgated thereunder and constitute unfair
and deceptive acts and practlces in commerce under the Federal Trade
Conmussmn Act. : :

DEOISION AND' Ororr

. The Federa,l Trade Connmssmn havmo mltmted an 1nvest1gat10n
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
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 Fur Products
Labeling Act; and

The respondents and counsel for the C‘omxmsswn havmcr 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-
ment is for settlement purposes- only and does not constitute an ad-
mission by respondents that the law has been violated as alleged in
such complaint, and waivers and other pr0v1s10ns as requlred by the
Commission’s rules; and

The Commlssmn having thereafter considered the magtter 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 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 followmg ]unsdlct,lonal find-
ings, and enters the following order:

1. Respondent Leon Hecht Fur Corp. is a eorporatlon organized,
existing and doing business under and by virtue of the laws of the
State of New York. :

Respondent Leon Hecht is an officer of the said corporation. He
formulates, directs, and controls the acts, practlces and poheles of the
said corporation.

Respondents are retailers of fur products with their office and prm-
cipal place of business located at 150 West 30th Street, New York,
New York.
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2. The Federal Trade Commission has: jurisdiction of the subject
matter of this proceeding and of the respondents, and the proceeadlng
isinthe pubhc mterest :
: ORDER

It is ordered That respondent Leon Hechb Fur Corp " corpora,tlon,
its successors and assigns, and its officers, and respondent Leon Hecht,
mdlwdually and. as an officer of said corporation, and respondents’
representatives, agents and employees, du'ectly or through any cor-
poration, subsidiary, division, or other device, in connection with the
introduction into commerce, or the sale, advertising or offering forsale
in commerce, or the transportation or distribution in commerce, of any
fur product; or in connection with the sale, advertising, offermg for
sale, transportatlon or distribution, of any fur product which is made
in whole or in part of fur which has been shipped and received in
commerce, as the terms “commerce,” “fur” and “fur product” are
‘defined in the Fur Products Labeling Act, do forthwith cease and
desist from:

A. "Misbranding furproducts by : - : -

Failing to affix labels to fur products showuw in Words and
figures plainly legible all of the information requlred to be dis-
closed by Section 4(2) of the Fur Products Labeling Act.

B. Falsely and deceptively i 1nV01cmg fur products by :

1. Falhng to furnish invoices, as the term “invoice” is de-
fined in the Fur Products Labeling Act, showing in words
and figures plainly legible all the mformatmn required to be
disclosed by each of the subsections of Section 5(b) (1) of the
Fur Products Labeling Act.

2. Representing directly or by implication on an invoice
that the fur contained in such fur products is “natural” when
such fur is pointed, bleached, dyed, tip-dyed or otherw1se
artificially colored.

3. Failing to set forth the term “Natural” as part of the
mforma,tlon required to be disclosed on invoices under the
Fur Products Labeling Act and rules and regulations prom-
ulgated thereunder to describe fur products which are not
pointed, bleached, dyed, tip-dyed or otherwise artlﬁmally

’ colored.

It is further ordered That respondents notlfy the Commission at
least 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, the creation or dissolution of subsidiaries or
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any other change in: the eorporatmn which. may- aﬂ’ect comphance ob-
hgatlons arising out of thisorder.. . : - .

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

1t is further ordered, That the individual respondent named herein
promptly notify the Commlssmn of the discontinuance of his present
business or employment and. of his- aﬂiha,tmn ‘with a new business or
employment. Such’ notice sha,ll include respondent’s current business
or employment in which he is- engaged as Well as a descnptmn of hlS
duties and Tesponsibilities. "~ |
- Ttis further ordered, ‘That the respondents herem shall, within 51xty
(60) days after servicé ‘upont'them ‘of this order, file with the Commis-
Sion a report in- writing setting’ forth in detail the manner and form
in Wthh they have comphed W1th thlS order : _' o

v - In B MATTER OF »
NEW YORK l\fERCHANDISE CO INC ET AL.

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

Docket 02281, Complaint, Sept. 13, 1912—Decision, Sept. 13, 1978.

Consent order requiring a New York City importer and wholesaler of apparel,
novelties and gift items, including scarves, among other things to cease
importing, selling or transporting fabrics so highly flammable as to be
dangerous when worn.

' 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 New York Merchandise Co., Inc., a
corporation, and Max Fradkin, 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 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:

ParacrarH 1. Respondent New York Merchandlse Co., Inc., is a
corporation organized, existing and doing business under and by v1rtue
of the laws of the State of New York, with its office and principal place
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of business located at 3246 West 23rd Street, New York, New York.
The respondent also has offices in California at 5505 East Olympic
Boulevard, Los Angeles Ca,llforma a.nd in Dallas, Texas and Portland
Oregon.

‘Respondent Max Fradkm is an officer of the aforesaid corporatlon
He formulates, directs and controls the acts, practices and policies-of
said corporation. His address is’ the same as tha,t of the corporate
respondent. " ~
- Respondents ‘are: nnporters and Wholesalers of apparel nove1t1es
and gift items including 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 in-the
importation into the United States, and have introduced, delivered
for introduction, transported and caused to be transported in com-
~merce and have sold or delivered after sale or shipment in commerce,
products ‘as the terms “conmimerce” and “product” are defined in the
Flammable Fabrics Act, as amended, which .products'failed to con-
form to an applicable standard or regulation continued in effect,
issued or amended under the provisions of the Flammable Fa,brlcs Act,
as amended.

Among such products mentioned hereinabove were 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 deceptive acts
-and practices in commerce, within the intent and meaning of the Fed-
eral Trade Commission Act.

Dzrciston ANp ORbpER

_ 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
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 admlssmn 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 com-
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pla,mt and waivers and other prov1s1ons as requlred by the Comm1s-'
sion’s rules; and: -

* The Comm1ss1on having thereafter consnlered the' matter and hav-
mg 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 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 ]ur1sd1ct1onal find-
ings, and enters the following order:: S :

1. Respondent New York Merchandise Co Inc s a corporatlon
organized, existing and doing business under and by v1rtue of the laws
of the State of New York, with its office and principal place of business
located at 32-46 West 23rd Street, New York, New York. The respond-
ent also has offices in California at 5055 East-Olympic Boulevard,
Los Angeles, California, and in Dallas, Texas-and Portland, Oregon.

Respondent Max Fradkin is an officer of New York Merchand1se
Co., Inc., & corporation. He formulates, directs and controls thé poli-
cies, acts and practices of said corpora,tmn HlS address is the same as
that of said corporation. :

Respondents are importers and wholesalers of a,pparel novelt1es 'md
gift items including scarves. '

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents and the proceedlncr
1s in the public interest.

. ORDER

It is ordered, That respondents New York Merchandise Co., Inc.,
a corporation, and its officers, and Max Fradkin, individually and
as an officer of said corporation, and respondents’ representatives,
agents and employees, directly or through any corporate or other
dev1ce, do forthwith cease and desist from selling, offering for sale,
in' commerce, or importing into the United States, or introducing,
del1ver1ng for introduction, transporting or causing to be transported
in commerce, or selling or delivering after sale.or shipment in com-
merce any product, fabmc or related material; or selling or oﬁ"erlng
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 Fabric
Act, as amended, which product, fabric or related material fails to
conform to an apphcable standard or regulation continued in effect,
1ssued or amended under the provisions of the aforesaid Act.
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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 such
products, and effect recall of such products from said customers.

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

It is further orde'red 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’ inten-
_ tions as to compliance with this. order. This- special report shall also
advise the Commission fully and spec1ﬁca,11y 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 flam-
mability 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 12,1969 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
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 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 the respondents notify the Commission
at least 30 days prior to any proposed change in the corporate respond-
ent such as dissolution, assighment 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. ’

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 Wlth the
Commission a report in writing setting forth in detail the manner
and form in which they have complied with this order.
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IN THE MATTER OF
B ALTMAN & CO

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED V'IOLATION OF THE
r .~ FEDERAL TRA.DE COMMISSION AND. THE. MMMABI;E FABRICS ACTS .

Doclcet 0—-2282 O'om/plamt Sept 13 1972—Demsum Sept 13 1972

Consent order requiring a New York Clty 1mporter and dlstributor of textl.le
fiber products; among other thmgs to cease manufacturmg for sale, selling,
1mport1ng, or distributing any ‘product, fabnc, or related material ‘which
fails to conform to an apphcable standard of flammability of regulation
issued under the provisions of the Flammable Fabrics Act.

CoMPLAINT

Pursuant to the prov1smns of the Federal Trade Comm151son Act
and the Flammable Fabrics Act, as amended, and by Vlrtue of the
authority vested in it by said Acts, the’Federal Trade Commlssmn
having reason to believe that B. Altman & Co., 4 corporatmn herein-
after referred to as respondent, has violated the provisions of said ‘Acts’
and the rules and. regulations promulo'ated under the Fhmmable
Tabrics Act, as amended, and it appearing to the Commission that a
ploceedmo by it in respect thereof w ould be in the public interest,
hereby issues its complaint stating its chm ges in that respect as
follows:

Paracrare 1. B. Altman & Co. is a cor poration organized, ex1st1no'
and doing business under and by virtue of the laws of the State of New
York.

Respondent 1s engag ged in the business of the importation, sale and
distribution of textile fiber products including, but not limited to,
wearing apparel in the forin of ladies’ scarves with its office and prin-
cipal place of business located at 34th Street and 5th Avenue New
York, New York.

Par. 2. Respondent is now and for some time last past has been en-
daged in the sale or offering for sale, in commerce, and the importa-
tion into the United States, and has introduced, delivered for introduc-
tion, transported and caused to be tmanmted in commerce, and has
sold or delivered after sale or shipment in commerce, products, as

“commerce” and “product” are defined in the Flammable Fabrics Act,

as amended, which products failed to conform to an applicable stand-

' ard or regulatlon continued in effect, issued or amended under the pro-
visions of the Flammable Fabmcs Act, as amended.

Par. 8. The aforesaid acts and practices of respondent were and are
in violation of the Flammable Fabrics Act, as amended, and the rules
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and regulations promulgated thereunder, and constituted, and now
consitute, unfair methods of competition and unfair and deceptive acts
and practices in commerce within the 1ntent ‘and meaning of the Fed-
eral Trade Commission Act.

Deoiston Anp 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 Division of Textiles and Furs
proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge the respondent
with violation of the Federal Trade Comnnssmn Act and the Flam-
mable Fabrics Act, as amended ; and

The respondent and counsel for the Commission having thereafter
executed an agreement containing a consent order, an _admlssmn 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
the 1espondent that the law has been violated as alleged in such com-
plmmt, and waivers and other pr0v1510ns as required by the Commis-
sion’s rules; and

The Comnusswn having thereafter considered the matter and having
determined that it had reason to believe that the respondent has vio-
lated 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 pre-
scribed in Section 2.34(b) of its rules, the Commission hereby issues
its complaint, makes the following jurisdictional ﬁnchnﬂs, and enters
the following order:

1. Respondent B. Altman & Co. is a corpm ation organized, existing
and doing business under and by virtue of the laws of the State of New
York.

The respondent is engaged in the business of the importation, sale
and distribution of textile fiber products including, but not limited to,
wearing apparel in the form of ladies’ scarves, with its office and prin-
cipal place of business located at 34th Street and 5th Avenue, New
York, 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.
494-841—73—23
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- It s ordered, That respondent B. Altman & Co., a corporation, its
successors and assigns, and its officers, and respondent’s agents, rep-
resentatives and employees, directly or through any corporation,
subsidiary, division, or other device, do forthwith cease and desist from
selling, offering for sale, in commerce, or importing into the United
States, or introducing, dehvemng for introduction, transporting or
causing to be transported in commerce, or selhng or delivering after
sale or shipment in commerce, any ladies’ scarves; or any article of
wearing apparel, or fabric intended for use or Whlch may reasonably
be expected to be used in an article of wearing apparel, imported by or
manufactured under the control or direction of B. Altman & Co., as the
" terms “commerce,” and “article of wearing apparel” are defined in the
Flammable Fabrics Act, as amended ; or any other article of wearing
apparel, or fabric which is intended for use or which may reasonably
be expected to be used in an article of wearing apparel, the manu-
facturer or domestic importer of which has not furnished a guaranty
under Section 8(a) of the Flammable Fabrics Act, as amended ; and
which - ladies’ scarves, articles of wearing apparel and fabric tall to
conform to an applicable standard or regulation, issued, amended, or
continued in effect under the provisions of the aforesaid Act : Prov ided,
however, Nothing herein shall accord to the respondent immunity from
any subsequent proceedings under Section 8, 6(a) or 6 (b) of the Flam-
mable Fabrics Act, as amended. Further, nothing herein shall limit
the authority of the Commission to extend the terms of the order to
products, fabrics or related materials presently excluded from this
order in any subsequent proceeding against the respondent.

1t is further ordered, That if not already accomplished the respond-
ent notify all of its customers who can be identified as having pur-
chased or to whom if identified, have been delivered the products which
gave rise to this complaint of the flammable nature of said products
and effect the recall of said products from such customers wherever
possible.

It is further ordered, That if not already accomplished the re-
spondent 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.

1t is further ordered, That the respondent herein shall, within ten
(10) days after service upon it of this order, file with the Commission
a special report in writing setting forth the respondent’s intentions as
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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 May

1970, and (5) any action taken or proposed to be taken to bring said
products into conformance with the applicable standard of flamma-

bility 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 inven-

tory any article of wearing apparel, or fabric which is intended for use

or which may reasonably be expected to be used in an article of wearing -
apparel, which article of wearing apparel or fabric comes within the

provisions of the first paragraph of this order, having a plain surface -
and made of 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 article of wearing apparel, or fabric
which is intended for use or which may reasonably be expected to be
used in an article of wearing apparel, having a raised fiber surface.
Upon request of the Commission, the respondent shall submit samples
of any such article of wearing apparel, or not less than one square yard
in size of any such fabric which is intended for use or which may
reasonably be expected to be used in an article of wearing apparel.

It is further ordered, That respondent notify the Commission at
least 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 obhoa—

tions 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 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.
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IN THE MATTER OF ‘
OHRBACH’S, INC.

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

Docket 0-22883. C’o.mplaint,}S’ept. 13, 1972—Deocision, Sept. 18, 1972.

Consent order requiring a New York City retail department store, among other
thmgs to cease manufacturing for sale, selling, importing, or distributing
any product, fabric, or related material which fails to conform to an
applicable standard of flammability or regulation issued under the provisions
of the Flammable Fabries Act.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and, the Flammable Fabrics Act, as amended, and by virtue of the
authorlty vested in it by said Acts, the Federal Trade Commission,
having reason to believe that Ohrbach’s, Inc., a corporation, herein-
after referred to as respondent, has Vlolated 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:

Paracrara 1. Respondent Ohrbach’s, Inc., is a corporation or-
ganized, existing and doing business under and by virtue of the laws
of the State of Delaware

Respondent is engaged in business as a retail department sto1 e, with
its office and principal place of business located at 5 West 34th Street,
New York, New York.

Par. 2. Respondent is now and for some time last past has been
engaged in the sale, and offering for sale, in commerce, and in the
importation into the United States, and has introduced, delivered for
introduction, transported and caused to be transported in commerce,
and has 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.

Among such products were scarves.

Pagr. 3. The aforesaid acts and practices of respondent were s and are
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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 deceptive
acts and practices in commerce within the mtent and meanmg of the
Federal Trade Commission Act.

Dgecision axp 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 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 vmlatlon '

of the Federal Trade Commlssmn Act and the Fla,mmable Fabrics
Act, as amended ; and

The respondent and counsel for the Commission having thereafter
executed an agreement containing a consent order, an a,dmlssmn 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 Comlmssmn havmof thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondent has
vio]ated the said Acts, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agréement and placed such agreement on the public record for
a period of thirty (30) days, now in further conformity with the pro-
cedure 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 Ohrbach’s, Inc., is a corporation organized, 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 5
West 34th Street, New York, New York.

Respondent is engaged in business as a retail department store

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.
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It is oniered That respondent Ohrbach’s, Inc., a corporation, its
successors and assigns and its officers, agents,: representa,t,lves and em-
ployees, directly or through any corporation, subsidiary, division 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 tra,nsported
in commerce, or selling or dehvermg after sale or shipment in com-
merce, any ladies’ scarves; or any article of wearing apparel, or fabric
intended for use or which may be reasonably expected to be used in an
article of wearing apparel, imported by or manufactured under the

~control or direction of Ohrbach’s, Inc., as the terms “commerce” and

“article of wearing a,pparel” are deﬁned in the Flammable Fabrics

Act, as amended ; or any other article of wearing apparel, or fabric
intended for use or which may be reasonably expected to be used in an
article of wearing apparel, the manufacturer of which has not fur-
nished a guaranty under Section 8(a) of the Flammable Fabrics Act,
as amended ; and which ladies’ scarves, articles of wearing apparel or
fabric fail to conform to an applicable standard or regulation, issued,
amended, or continued in effect under the provisions of the aforesaid
"~ Act; provided, however, nothing herein shall accord to the respondent
immunity from any subsequent proceedings under Sections 8, 6(a) or
6(b) of the Flammable Fabrics Act, as amended. Further, nothing
herein shall limit the authority of the Commission to extend the terms
of the order to products, fabrics or related materials presently ex-
cluded from this order in any subsequent proceeding against the
» respondent. -

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

1t is further ordered, That the respondent herein either process the
products that gave rise to the complaint so as to bring them into con-
formance with the applicable standard of flammability under the
Flammable Fabrics Act, as amended, or destroy said products.
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1t is further ordered, That the respondent herein shall ‘within ten
(10) days after service upon it of this order, file with the Commis-
sion a 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
of said products and effect the recall of said products from customers,
and of the results thereof, (4) any disposition of said products since
October 26, 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 respondent has
in inventory any article of wearing apparel, or fabric which is in-
tended for use or which smay reasonably be expected to be used in an
article of wearing apparel, which article of wearing apparel or fab-
ric comes within the provisions of the first paragraph of this order,
having a plain surface and made of 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 article of wear-
ing apparel, or fabric which is intended for use or which may reason-
ably be expected to be used in an article of wearing apparel, having a
raised fiber surface. Upon request of the Commission the respondent
shall submit samples of any such article of wearing apparel, or one
square yard in size of any fabric which is intended for use or which
may reasonably be expected to be used in an article of wearing apparel,
as described above.

It is further ordered, That respondent 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.

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

It 4s 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.
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CUMBERLAND PACKING CORPORATION ET AL.

~CONSENT ORDER, E1C., IN- REGARD TO THE ALLEGED: VIOLATION OF THE
FEDERAL TRADE- CO]!IMISSION ACT

. Docket C-2284. O’omz.ol‘dint, Sept. 13, 197’2—Decisz‘on, S’ept. 138, 1972

Consent order requiring a Brooklyn, New York, manufacturer and seller of a
sugar product and its New York City advertising agency, among other things
to cease representing that their product is organicaily grown; representing
that their product has not been proeessed and misrepresenting the nutn—

- tional value of their product. ) . '

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 Cumberland Packing
Corporation, a corporation, and Benjamin Eisenstadt, Marvin E.
Eisenstadt, Betty Eisenstadt, and Ira Eisenstadt, 1nd1v1dually and as
officers of said corporation, and Stiefel/ Raymond Advertising, 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:

Paracraru 1. Respondent Cumberland Packing Corporation is a
corporation organized, existing and doing busmess under and by vir-
tue of the laws of the State of New York, with its principal office and.
place of business located at 2 Cumberland Street, Brooklyn, New
York. Respondents Benjamin Eisenstadt, Marvin E. Eisenstadt, Betty
Eisenstadt and Ira Eisenstadt are individuals and are officers of Cum-
berland Packing Corporation. They formulate, direct and control the
acts and practices of Cumberland Packing Corporation, including the
acts and practices hereinafter set forth. Their address is the same as
that of Cumberland Packing Corporation.

Par. 2. Respondent Stiefel/Raymond Advertising, Inc., is a cor-
poration organized, existing and doing business under and by virtue
of the laws of the State of New York, with its office and principal place
of business located at 370 Lexington Avenue, New York, New York.

Par. 3. Respondents Cumberland Packing Corporation, and Benja-
min Eisenstadt, Marvin E. Eisenstadt, Betty Iisenstadt, and Ira
Eisenstadt are now, and for some time last past have been, engaged in
the manufacture, sale and distribution of a sugar product designated
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“Sugar in the Raw” which comes within the classification of a “food,”
as said term is defined in the Federal Trade Commission Act.

Par. 4. Respondents Stiefel/Raymond Advertising, Inc., is now,

and for some time last past has been, the advertising agency of Cum-
berland Packing Corporation and now and for some. time last past,
has prepared and placed for publication and has caused the dissemina-
tion of advertising material, including but not limited to the advertis-
ing referred to herein, to promote the sale of Cumberland Packing
- Corporation’s “Sugar in the Raw,” which comes within the classifica-
tion of “food,” as said term is defined in the Federal Trade Commission
Act. -
Par. 5. Respondents Cumberland Packing Corporation and Benja-
min Eisenstadt, Marvin E. Eisenstadt, Betty Eisenstadt, and Ira
Eisenstadt cause the said product, when sold, to be transported from its
place of business in one state of the United States to purchasers located
in various other states of the United States and in the District of
Columbia, and maintain and at all times mentioned herein have main-
tained a course of trade in said product in commerce as “commerce”
is defined in the Federal Trade Commission Act. The volume of busi-
ness in such commerce has been and is substantial. ‘ _

Par. 6. In the course and conduct of their said businesses, respond-
ents have disseminated, and caused the dissemination of certain adver-
tisements concerning the said “Sugar in the Raw” 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 magazines and newspapers, and by means
of television and radio broadcasts transmitted by television and radio
stations located 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, directly or indirectly, the purchase of said product; and
have disseminated, and caused the dissemination of, advertisements
concerning said product by various means, including but not limited to
the aforesaid media, for the purpose of inducing and which were likely
to induce, directly or indirectly, the purchase of said product in com-
merce as “commerce” is defined in the Federal Trade Commission Act.

Par. 7. Typical of the statements and representations in said adver-
tisements, disseminated as aforesaid, but not all inclusive thereof, are
the following:

(a) A number of radio commercials, representative of which is the
following: )

My sugar is not refined—it’s natural, earthy, organic SUGAR IN THE RAW.
Sugar in the Raw has the honest, sweet flavor of the sugar cane from sunny
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Caribbean Islands. It contains all of its natural vitamins and minerals because
it hasn’t been bleached, processed, and stripped of its natural, nutritional good-
ness. It's naturally blonde. Nothing is added—no chemicals. No preservatives.
Sugar in the Raw is naturally sweet—naturally delicious. Get back to nature.
Next time you shop, pick up a box of one hundred individual servings of Sugar
in the Raw. It's exciting in beverages! Wild on fruits and cereals! And sensa-
tional for cooking and baking. It's got no refinement, but Sugar in the Raw con-’
tains all of its natural vitamins and minerals. It's naturally more nutritious—

‘more delicious than any other sugar you can buy. Sugar in the Raw is now

featured at * * *
(b) The audio of one such television commercial :

It’s organic. It's unrefined. Burstlng with ﬂavor Naturally dehclous Sugar in
the Raw. ‘

(c) One such prmt advertisement has the following copy :

My sugar is not refined! It's Orgamc Natural, Earthy Sugar in the Raw!
Get back to nature. Enjoy the honest flavor of Sugar in the Raw. It’s naturally
dehcwus contains all of its natural vitamins and minerals. It hasn’t been
bleached, processed and stripped of nutritional goodness. Nothing is added—No

chemicals. No preservatives. Areyou bold enough to try it?
(d) Another such print advertisement has the following copy :

It’s got no refinement! Sugar in the Raw. Organic! Unrefined! Natural! The
honest to goodness sugar that contains natural vitamins and minerals.

(e) The print advertisement appearing on the back panel of the
Sugar in the Raw package :
SUGAR IN THE RAW
EXCITING IN BEVERAGES
WILD ON FRUITS AND CEREALS
FOR COOKING AND BAKING

' _ Sugar in the Raw is naturally blonde and has the honest, sweet ﬂavor'of the

sugar and grows on sunny Caribbean Islands. It contains its natural vitamins and
minerals because it hasn’t been bleached, processed and stripped of its natural
nutritional goodness, like ordinary sugar. Sugar in the Raw is not refined ! It’s
earthy and natural. It contains the same amount of sweetness as ordinary sugar
and may be used in the same way. The only difference is that it produces 2 more
delicious flavor and adds its own natural nutritional value in foods and beverages.

CUMBERLAND PACKING CORP.
2 Cumberland St., Brooklyn, N.Y. 11255

Par. 8. Through the use of said advertisements and others similar
thereto not specifically set out herein, disseminated as aforesaid, re-
spondents have represented and are now representing, directly and by
implication, that:
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(a) “Sugarin the Raw” is an organically grown food.

(b) “Sugar in the Raw” is not a processed food.

(c) “Sugar in the Raw” is a smmﬁcant source of Vltamms and
minerals.

(d) “Sugar in the Raw”isa s1g111ﬁcant1y greater source of vitamins

and minerals than refined sugar.
(e) “Sugar in the Raw” is substantially different from or is superior

to other sugars because it does not utilize or contaln any chemicals or
preservatwes

Par.9. Intruth and in fact:

(a) “Sugar in the Raw” is not an or gamcally grown food

(b) “Sugar in the Raw” is a processed food.

(¢) “Sugar in the Raw” is not a significant source of vitamins and
minerals.

(d) “Sugar in the Raw” is not a significantly greater source of
vitamins and minerals than refined sugar. Neither “Sugar in the Raw”
nor refined sugar contain a nutritionally significant amount of vitamins -
or minerals.

(e) “Sugar in the Raw” is not substantially different from or supe-
rior to other sugars because of the absence of chemicals and preserv-

atives.

Therefore, the advertisements referred to in Paragraph Seven were
and are misleading in material respects and constituted, and now con-
stitute, “false advertisements” as that term is defined in the Federal
Trade Commission Act, and the statements and representations set
forth in Paragraph Seven and Eight were, and are, false, misleading
and deceptive.

Pax. 10. Certain of the aforesaid advertisements and others similar
thereto not specifically set out herein have falsely represented, and are
now falsely representing, directly and by implication, that “Sugar in
the Raw” has unique properties not found in other types of sugars.
Said advertisements tend to exploit the asplratlons of consumers to
select the foods best suited to their needs.

Therefore, the aforesaid acts and practices were, and are, false, mis-
leading, deceptive and unfair.

Par. 11. In the course and conduct of its aforesaid business, and at
all times mentioned herein, respondents Cumberland Packing Corpo-
ration and Benjamin Eisentadt, Marvin E. Eisenstadt, Betty Eisen-
stadt and Ira Eisenstadt have been, and now are in substantial
competition, in commerce, with corporations, firms and individuals in
the sale of food products of the same general kind and nature as that
sold by respondents.



356 FEDERAL TRADE COMMISSION DECISIONS
Decision and Order -81 F.T.C.

Par. 12. In the course and conduct of its aforesaid business, and at
all times mentioned herein, respondents Stiefel/Raymond Advertis-
ing, Inc., has been, and now is, in substantial competltlon in commerce
with other advertising agencies.

Par. 18. The use by respondents of the aforesald false, misleading,
deceptive and unfair statements, representations and practices and the
dissemination of the aforesaid “false advertisements” has had, and
now has, the capacity and tendency to mislead members of the con-
suming 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 respondent Cumberland Packing Corpora-
tion’s “Sugar in the Raw” by reason of said erroneous and mistaken
belief.

Par. 14. The aforesaid acts and practices of respondents including
the dissemination of “false advertisements,” as herein alleged, were
and are all to the prejudice and injury of the.public and of respond-
ents’ competitors and constituted, and now constitute, unfair and
d_eceptlve acts and practlces in commerce and unfair methods of com-
petition in commerce in violation of Sections 5 and 12 of the Federa,l
Trade Commission Act.

Drecision anp ORrbpEr

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 Protection
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 Commission having thereafter
executed an agreement containing a consent order, an admission by
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 they had reason to believe that the respondents
have violated the said Act, and that complaint should issue stating
their charges in that respect, and having thereupon accepted the exe-
cuted consent agreement and placed such agreement on the public
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record for a period of thirty (30) days, 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 Section
2.34(b) of their rules, the Commission hereby issues its complaint,
makes the following jurisdictional findings, and enters the following
order: ‘ » _

1. Respondent Cumberland Packing Corporation, is a corporation
organized, existing and doing business under and by virtue of the laws
of the State of New York, with its plincipal office and place of busi-
ness located at 2 Cumberland Street, in the city of Brooklyn, in the
State of New York. Respondents Benjamin Eisenstadt, Marvin E.
Eisenstadt, Betty Eisenstadt and Ira Eisenstadt are individuals and
are officers of the aforementioned corporate respondent. They formu-
late, direct and control the acts and practices of the aforementioned
corporate respondent, including the acts and practices hereinafter set
forth. Their address is the same as that of the aforementloned cor-
porate respondent. '

Respondent Stiefel/Raymond Advertising, Inc. is a corporation
organized, existing and doing business under and by virtue of the
laws of the State of New York, with its prmcupal office and place of
business located at 370 Lexington Avenue, in the city of New York, in
the State of New York.

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

ORDER
I

¢ is ordered, That respondent Cumberland Packing Corporation, a
corporation, and its officers, and Benjamin Eisenstadt, Marvin E. Ei-
senstadt, Betty Eisenstadt and Ira Eisenstadt, individually and as
officers of said corporation, and Stiefel/Raymond Advertising, Inc.,
a corporation, and its officers, and respondents’ successors, assigns,
agents, representatives and employees, directly or through any cor-
poration, subsidiary, division or other device, in connection with the
advertising, offering for sale, sale or distribution of any sugar sold
for consumer use forthwith cease and desist from: ‘

1. Disseminating, or causing the dissemination of, an advertise-
ment by means of the United States mails or by any means in
commerce, as “commerce” is defined in the Federal Trade Com-
mission Act, which represents, directly or by implication, that:

(a) Any such product has been grown without the use of
chemical fertilizers or pest1c1des or spec1ﬁcally that any
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such product is “organic,” in that it has been organically

grown.

(b) Any such product has not been processed

(¢) Any such product supplies any amount of a vitamin
or mineral unless the amount is above five (5) percent of
the Recommended Daily Dietary Allowance or ten (10)
percent of the Minimum Daily Requirement and is clearly
and conspicuously stated in terms of percentage of which-
ever standard is used.

(d) Any such product is in any way more nutritious than
any other product which is substantially 1dentlcal in compo-
smon

(e) Any such product differs from or is superior to any
other such product because no chemicals or preservatives have
'been added.

2. Disseminating, or causing the dlssemma,tlon of, any adver-
tlsement by means of the United States mails or by any means ins
commerce, as “commerce” is defined in the Federal Trade Com-
mission Act, which misrepresents, in any. manner, the nutritional
value of any such product. ‘

3. Disseminating, or causing the dissemination of, any adver-
tisement by any means, for the purpose of inducing, or which is
likely to induce, directly or indirectly, the purchase of any such
product, in commerce, as “commerce” is defined in the Federal
Trade Commission Act which contains any of the representations
prohibited in subparagraph 1, above, or the misrepresentation
prohibited in subparagraph 2, above.

B

It is further ordered, That respondent Cumberland Packing Corpo-
ration, a corporation, and its officers, and Benjamin Eisenstadt, Marvin
E. Eisenstadt, Betty Eisenstadt and Ira Eisenstadt, individually and
as officers of said corporation, and their successors, assigns, agents,
representatives and employees, directly or through any corporation,
subsidiary, division or other device, in connection with the advertis-
ing, labeling, offering for sale, sale or distribution of any sugar sold
for consumer use in commerce, as “commerce” is defined in the Fed-
eral Trade Commission Act, do forthwith cease and desist from mak-
ing, directly or by implication, any statement or representation that:

1. Any such product has been grown without the use of chemical
fertlhzers or pesticides; or specifically that any such product is
“organic,” in that it has been organically grown.
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2. Any such product has not been processed. :

3. Any such product supphes any amount of a Vltamm or min-
eral unless the amount is above five (5) percent of the Recom-
mended Daily Dietary Allowance or ten (10) percent of the
Minimum Daily Requirement and .is clearly and consplcuously
stated in terms of [percentage of whichever standard is used.

4. Any such product is in any way more nutritious than any
other product which is substantially identical in composition.

5. Any such product differs from or is superior toany other such
product because no chemicals or preservatives have been added.

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

It is further ordered, That respondents notify the Commlssmn at
least thirty (30) days prior to any proposed change in the corpora,te »
respondents 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 corporations which may affect
comphance obligations arising out of the order.

Itis fm"thew ordered, That respondents shall, within sixty (60) days
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.compliance
with the order to cease and desist.

I~ Tur MATTER of
VFAIRFAX FAMILY FUND, INC., ET AL.

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

Docket 0-2285. Complaint, Sept. 18, 1972—Decision, Sept. 13, 1972.

Consent order requiring a Chicago, Illinois, and Louisville, Kentucky, mail-order
loan organization to cease, among other things, using any facsimile of a
negotiable check or cash voucher as a loan application; failing to label all
loan applications as “loan application:” representing that only the cus-
tomer’s signature is required to consummate loans : misrepresenting the bene-
fits to be derived from procurement of a loan through respondents; and
failing to disclose to customers information required by Regulation Z of
the Truth in Lending Act.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
and the Truth in Lending Act and the implementing regulation pro-
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mulgated thereunder, and by virtue of the authority vested in it by
said Acts, the Federal Trade Commission, having reason to believe
that Splegel Inc., a corporation, and its wholly—owned subsidiary,
Fairfax Family Fund Inc., a corporation, hereinafter referred to as
respondents, have Viol»a,ted the provisions of said Acts and implement-
ing 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: -

- Paracraru 1. Respondent Spiegel, Inc., is a corporation organized,
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 2511 W. 23rd Street, Chicago, Illinois. It wholly owns, formulates -
and controls the policies, acts and practices of respondent Fairfax

‘Family Fund, Inc., including the acts and practlces hereinafter set
“forth., :

Respondent Falrfax Family Fund Inc., is a corporation organized,
existing and doing business under and by virtue of the laws of the
State of Kentucky, with its principal office and place of business
located at 2323 S. Brook Street, Louisville, Kentucky. Respondent
" Fairfax Farmly Fund, Inec. is a Wholly—-owned subsidiary of re-
spondent Spiegel, Inc. -

Par. 2. Respondents are now, and for some time last past have been
engaged in the business of advertising, soliciting and making loans
through the mail to the public in the several States of the United
Staten

COUNT I

Alleging violation of the Federal Trade Commission Act, the alle-
gations of Paragraphs One and T'wo above are incorporated by refer-
ence as if fully set forth herein verbatim.

Par. 3. In the course and conduct of their business respondents now
cause, and for some time last past have caused, their loan applications
and advertising to be mailed from respondent Fairfax Family Fund,
Inc.’s place of business in the State of Kentucky to consumers 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 loans in commerce, as “commerce” is defined in the Federal
Trade Commission Act.

Par. 4. For the purpose of inducing consumers to enter into said
loans, respondents have made various statements in certain of their
circulars respecting the nature of the loan application and the credit
status of the consumer. Typical of such statements, but not all in-
clusive thereof, are the following :
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A. [ON FACSIMILE OF A NEGOTIABLE CHECK]

Ready Cash Voucher

TO NEGOTIATE THIS VOUCHER Sign on the other side * * *

Application—subject to approval by Fairfax Famlly Fund—is hereby granted
for an immediate cash loan

FOR IMMEDIATE PROCESSI\IG-—OK [followed by what appears to be the
handwritten initials] J. V. F.

B. [ON ADVERTISING “LETTER”]

RETURN THE ENCLOSED $600 CASH VOUCHER TODAY
$600 Ready Cash Voucher enclosed

Return the enclosed Cash Voucher today to get $600 by mail * * *
Mail the Ready Cash Voucher now.

C. [ON MULTI-PAGE, COLOR BROCHURE]

Use the enclosed Cash Voucher

Sign the enclosed Ready Cash Voucher

Just sign and mail the enclosed Ready Cash Voucher.

Par. 5. Through the use of said statements and representations, and
others of similar import and meaning but not specifically set out
herein, respondents have represented, a,nd are NOw representmg, di-
rectly or by implication, that the facsimile check is, in fact, a check
ready for negotiation or a cash voucher; that only the consumer’s
signature is needed to render the facsimile check negotiable ; and that
the credit status of the consumer has been approved and the loan has
already been authorized.

Par. 6. In truth and in fact, the facsimile is not a check ready for
negotiation or a cash voucher, and the consumer’s signature is not the
final step for approval by respondent Fairfax Family Fund, Inc., of
the loan. The facsimile is merely an application for a loan in the |
amount indicated on the voucher. The voucher is not “negotiated” in
the manner of a negotiable instrument, but is merely mailed back to
respondent Fairfax Family Fund, Inc., for processing. While the con-
sumer’s signature does bind the consumer, respondent Fairfax Family
Fund, Inc., has not yet approved the application and, therefore, the
facsimile check is not a check ready for negotiation.

Further, the credit status of the consumer has not been approved,
nor has the loan been authorized. Respondent Fairfax Family Fund,
Inc., conducts a credit investigation of the consumer only after the
fa051m11e check has been returned to it by the consumer, and there
has been no approval of authorization for the loan prior to evaluation
of the report on the credit investigation.

Therefore, the statements and representations set forth in Para-
graphs Four and Five hereof were and are false, misleading and
deceptive. :

494-841—73——24
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Par. 7. For the purpose of inducing consumers to enter into said
loans, respondents have made various statements in certain of their
circulars respecting the desirability of consummating their offered

‘loan for the purpose of debt consolidation. Typical of such statements,
but not all inclusive thereof, are the following: »

A. [ON THE ADVERTISING “LETTER”] -

You will find that by putting your bills together and paying them off with
cash from Fairfax you can cut the amount you pay out each month by as much
as 509 * * * and have cash left over. C

B. [ON THE MULTI-PAGE, COLOR BROCHURE]

Cut Your Monthly Payments % to 1 and Get HXTRA CASH Besides * * *
Besides paying off all his debts he received $60 in.extra cash. And he reduced
his total monthly payments from $65 to $31.57. A reduction of over 50%.

[The following debt consolidation comparison appears]

Here's a typical problem that mdny families face

: [N

Accounts Amounts owed Monthly

. : payments
CONE -+ oo mmmmmmmm e m e ammmmmmm e mimnmmmmmm e $30.00 $10.00
Applianee. i 120.00 10. 00
‘Hospital._________. A 15. 00
.00 5.00
10. 00
10. 00
5.00
65. 00
Amount of L0aT - e _.. $600. 00
Amount needed to pay bills - 540.00
Extra cash for you._ . ... L__ 60. 00

Monthly payment for aloan of $600_ - - oo 3157

Here’s how payments of $65.00 were cut to $31.67
Figure your bills here. See how a cash loan helps you

Bills Amount owed Monthly
payments

() G111 SRR RRNESESREREEEERRER LT L EEREESESS SR SEEE SR EES
APDIANCE o e

Hospital o

Doctor_....
Dentist._
Car repair..
Home repai
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Par. 8. Through the use of the aforesaid statements and representa-
tions and others of similar import and meaning not specificallyset
forth herein, respondents have represented, and are now representing,
that the consumer will benefit substantially from consolidating hlS
debts into a single loan obligation to respondents, because :

(2) The consumer will reduce the amount of his present monthly
payments substantially, even by as much as 50 percent, by entering
into the loan agreement offered by respondents ;

(b) The obligation of the loan of $600 is comparable in cost to the
obligation of the debts of $540 in the consumer’s hypothetical; and

(¢) The consumer would have an extra $60 in cash left over from
the proceeds of respondents’ loan were he to use the loan proceeds to
extinguish his hypothetical debts of $540.

Par. 9. In truth and in fact, the consumer will not benefit substan-
tially from the consolidation of his debts into a smgle loan obligation
to respondents, because :

+ (a) The consumer will not reduce the amount of hlS present monthly
payments substantially for a significant portion of the period which
would be scheduled to repay his debt to respondents. Within five
months the consumer would reduce the amount of payments required
by his hypothetical present debt obligations to $35 by extinguishing
three of the seven debts hypothesized, so that he would for the remain-
ing nine months make monthly payments of no more than $35, com-
pared with payments of $31.57 to respondents, a difference of only
$3.43 per month. Additionally, the hypothetical comparison fails to
disclose that if the consumer pays the existing debts of $540 as
scheduled, the entire indebtedness will be extinguished in fourteen
months while, if he consolidates those debts into one loan obligation
to respondents, he will be obligated to make monthly payments of
$31.57 for twenty-seven months, an additional obligation to the con-
sumer of $312.39. Therefore, the obligations compared in respondents’
advertisements are not based on the same premises and are misleading.

(b) The $600 loan offered by respondents is not comparable in credit
costs to the consumer’s hypothetical present debts of $540. The hypo-
thetical $540 in debts includes the amounts of finance charges owed to
the hypothetical creditors, while the $600 loan offered by respondents
excludes all finance charges which the consumer would owe to re-
spondents; if finance charges on the $600 loan were included in the
comparison, the amount owed to respondents would be $852.39 com-
pared with the hypothetically owed debts of $540. By using $600.rather
than $852.39 for purposes of comparison, respondents understate by
$252.39 the amount of the obligation which the consumer would owe
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them. Therefore, the obligations compaxed in respondents’ advertise-
ments are not based on the same premises and are misleading.

(¢) The consumer would not have an extra $60 in cash left over from
the proceeds of respondents’ loan after using the loan proceeds to
extinguish his hypothetical debts of $540. Respondents require bor-
rowers to obtain credit life insurance, the costs of which are deducted
from the $600 loan proceeds, so that the consumer Would only have left
in cash $60 less the cost of credit life insurance.

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

Par. 10. For the purpose of 1nducmg consumers to enter into said
loans, respondents have made various statements in certain of its
circulars respecting the requirement of obtaining credit life insurance
and the consumer’s choice of insurers. Typical of such statements, but
not all inclusive thereof, are the following : ' :

A. [ON ADVERTISING LETTER]

‘You will also receive a Life insurance certificate; you and your family will
immediately be protected for the full-amount.you owe by the Old Republic Llfe
Ingurance Company or any company of your choice.

B. [ON MULTI-PAGE, COLOR BROCHURE]

" YOUR LIFE WILL BE INSURED—You and your family will be protected by
the Old Republic Life Insurance Company or any other company of your choice.

Par. 11. Through the use of said statements and representations, and
others of similar import and meaning but not specifically set out herein,
respondents have represented, and are now representing, directly or by
implication, that the consumer may select the credit life insurer of
his own choice.

Par. 12. In truth and in fact, the consumer cannot select thé insurer
or make respondent Fairfax Family Fund, Inc., the beneficiary of an
already existing life insurance policy to the extent of the consumer’s-
indebtedness, because there is no place on the loan application for the
consumer to indicate that he wishes to use his own credit life insurer,
or that he wishes to change the beneficiary on an already existing life
insurance policy. Upon acceptance of the application, respondents
automatically have the credit life insurance policy written for the
consumer by Old Republic Life Insurance Company and they auto-
matically deduct the cost of such insurance from the amount of the
loan before forwarding the negotiable check for the proceeds of the
loan. The Old Republic Life Insurance Company writes all the credit
life insurance policies for consumers who consummate loans with
respondents.

Therefore, the statements and representations set forth in Para-
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graphs Ten and Eleven hereof were and are false, mlsleadlno and
deceptlve

~* Par. 13. The aforesaid acts and practices of respondents as herein
alleged were, and are, all to the prejudice and injury of the public and
constituted, and now constitute, unfair and deceptive acts and practices
in commerce, in Vlolatlon of Section 5 of the Federal Trade Commis-
swn Act.

COUNT I

Alleging violation of the Truth in Lending Act and the imple-
menting regulation promulgated thereunder, and of the Federal Trade
Commission Act, the allegations of Paragraphs One and Two are
incorporated by reference as if fully set forth herein verbatim. ,

Par. 14. In the ordinary course and conduct of their business as
aforesaid, respondents regularly extend 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 Governms
of the Federal Reserve System

Par. 15. Subsequent to July 1, 1969, in the ordlnary course and
conduct of their business as aforesald respondents have furnished, and
are furnishing, credit cost disclosure statements, hereinafter referred
to as “the statement.” Respondents do not provide their customers with
any other disclosures regardmg the cost of credit in attempted com-
pliance with the Truth in Lending Act. By and through the use of the
statement, respondents:

(a) Falled to disclose the “amount financed,” using that term, as
required by Section 226.8(d) (1) of Regulation Z;

(b) Failed to disclose the annual percentage rate clearly, conspicu-
ously, and in meaningful sequence, as required by Section 226.6(a) of
Regulation Z;

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

Par. 16. Subsequent to July 1, 1969, respondents have caused and are
causing to be mailed to prospective borrowers a “Ready Cash Voucher”
which promotes, aids, or assists directly or indirectly extensions of
consumer credit. This constitutes an advertisement as “advertisement”
is defined in Regulation Z. By and through use of these advertisements,
respondents state the amount and the number of the monthly payments

without also setting forth, in terminology prescribed in Section 296. 8
(b) of Regulation Z, the following items, as required by Section 226.10
(d) (2) of Regulation Z: :

(a) The amount of the finance charge expressed as an annual per-

centage rate;
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- (b) The sum of the payments.

Par. 17. Subsequent to July 1, 1969, respondents have published
multi-page advertisements, as “advertisement” is defined jn Regulation
Z, which are mailed to consumers. Such advertisements aid, promote,
or assist, directly or indirectly, extensions of consumer credit.

By and through the multi-page advertisements, respondents, when
setting forth the number and amount of periodic payments, fail also to
clearly and conspicuously set forth all credit terms required by Section
226.10(d) of Regulation Z, in terminology prescribed under Section
226.8(b) of Regulation Z. Respondents have not obviated the require-
ment that they disclose these credit terms by employing the alternative
method of clearly and conspicuously referring to a table or schedule of
credit terms by page number wherever the specified periodic payment -
appears in the multi-page advertisements, as set forth in Section
226.10(b) of Regulation Z. :

Par. 18. Pursuant to Section 103(q) of the Truth in Lending Act,
respondents’ aforesaid failures to comply with the prowisions of Regu-
lation Z constitute violations of that Act and, pursuant to Section 108
‘thereof, respondents thereby violated the Federal Trade Commission
Act. ‘ '

Deciston ANp ORDER

The Commission having heretofore determined to issue its complaint
charging the respondents named in the caption hereto with violation
of the Federal Trade Commission Act and the Truth in Lending Act,
and the respondents having been served with notice of said determina-
tion 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 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 complaint,
and waivers and other provisions as required by the Commission’s
rules; and

The Commission having considered the agreement and having pro-
visionally accepted same, and the agreement containing consent order
having thereupon been placed on the public record for a period of
thirty (30) days, and having duly considered the comments filed there-
after pursuant to Section 2.34(b) of its rules, now in further conform-
ity with the procedure prescribed in Section 2.34(b) of its rules, the
Commission hereby issues its complaint in the form contemplated by
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said agreement, makes the followlng jur isdictional ﬁndmgs, and enters
the following order:

1. Respondent Fairfax Family Fund, Inc., is a corporation orga-
nized, existing and doing business under and by virtue of the laws of
the State of Kentucky, with its office and principal place of business
located at 2323 S. Brook Street in the city of Louisville, State of
Kentucky.

“Respondent Spiegel, Inc. is a corporation orgamzed, existing and
doing business under and by virtue of the laws of the State of Dela-
ware, with its office and principal place of business located at 2511 W.
23rd Street in the city of Chicago, State of Illinois.

2. Respondent/s agree that they are Jomtly and severally obhgated
under each order provision. However, it is understood that any affirma-
tive disclosure or representation required by the order may be made
in the name of respondent Fairfax Family Fund, Inc., without requir-

ing identification of respondent Spiegel, Inc.

" 3sThe Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents, and the proceedlng
is in the public interest.

ORDER

1t is ordered, That respondents, Spiegel, Inc., and Fairfax Family
Fund, Inc., corporations, their successors and assigns, and their offi-
cers, agents, representatives and employees, directly or through any
corporate or other device, in connection with the advertising, solicita-
tion or consummation of loans in commerce, as “commerce” is defined

in the Federal Trade Commission Act, do forthwith cease and desist
from :

1. Use of a form of loan application which is a facsimile of a
check and which represents, directly or by implication, that it is
a negotiable check or-a cash voucher or other similar negotiable
instrument.

2. Failure to clearly, conspicuously and prominently label all .
loan applications as “loan application.”

3. Failure to affirmatively disclose in writing on each loan ap-
plication form that the loan will be subject to credit approval by
respondents, unless such is not true; and making a representation,
directly or by implication, that only the consumer’s signature is,
needed to consummate the loan, unless such is true.

4. Failure to inform the apphcant for a loan that the loan will
not be authorized prior to credit approval, unless such is true.

5. Making a representation, directly or by implication, in any
comparison or example, that the consumer can reduce his present
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monthly payments substantially by taking advantage of respond- .
ents’ loan offer or that his loan cost without inclusion of the fi-
nance charge is comparable to his present indebtedness which
includes finance charges, unless such comparison or example is, in
fact, true. .
6. Failure to inform the consumer of the actual cash amount he
will receive after the deduction for the cost of credit life insurance

- if the credit life insurance is procured through respondents.

It

7. Misrepresenting in any manner the benefits to be derived,
through debt consolidation or otherwise, from the procurement
of a loan from respondents.

8. Making a representation to the consumer that he has a ch01ce
of credit life insurers, unless the consumer, in fact, has such a
choice. : :

9. Failure to prov1de a .clear and conspicuous place for the‘
consumer to indicate his desire to use the insurer of his own choice
when that option is provided by respondents.

s further ordered, That respondents Spiegel, Inc. and Fairfax

Family Fund, Inc., corporations, their successors and assigns, and their
officers, agents, representatives and employees, directly or through any
corporate or other device, in connection with any extension of con-
sumer credit or in connection with any advertisement to aid, promote,
or assist directly or indirectly any extension of consumer credit, as
“consumer credit” and “advertisement” are defined in Regulation Z

(12
U.S

C.F.R. §226) of the Truth in Lending Act (Pub. L. 90-321, 15

.C. 1601 et seq.) do forthwith cease and desist from:

1. Failure to disclose the “amount financed,” using that term,
as required by Section 226.8(d) (1) of Regulatlon Z.

2. Failure to disclose the annual percentage rate clearly, con-
spicuously, and in meaningful sequence, as required by Section
226.6(a) of Regulation Z.

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

4. Stating in any advertisement the amount of any installment
payment or the number of installments or the period of repay-
ment, unless all of the following items are stated in the manner
and form prescribed by Section 226.10(d) (2) of Regulation Z:

(1) the amount of the loan;

(ii) the number, amount and due dates or period of pay-
ments scheduled to repay the indebtedness if the credit is
extended ;

(ii1) the amount of the finance charge expressed as an an-
nual percentage rate; and
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(iv) the sum of the payments.

5. Failure to set forth in multi-page advertising, when setting
forth one or more of the following credit terms other than in a
schedule of credit terms contained in the multi-page advertise-
ment, all of the credit terms as required by Section 226.10(d) of
Regulatlon Z; or in the a,lternatlve, referring to such schedule by'
stating in 1mmed1ate conjunction with the specific credit term, in
print of at least equal prominence to such term, “for full disclos-
ure of credit terms, see page ,” wherever any of the following
appears: ’ '

' (1) the amount of the loan; R
(ii) the number, amount and due dates or perlod of pay-
ments scheduled to repay the indebtedness if the_ credit is
extended ;
(iii) the amount of the finance charge expressed as an an-
nual percentage rate; and
(iv) the sum of the payments. A

However, the disclosure of (1) or (iii) above, either sepamtely
or together, does not require any of the disclosures set forth in
Section 226.10(d) (2) of Regulation Z.

6. Failure in any consumer credit transaction or advertisement,
to make all disclosures, determined in accordance with Sections
226.4 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 Regu-
lation Z.

1t is further ordered, That- respondents shall deliver a copy of this
order to all of their personnel engaged in the consummation of any
extension of consumer credit or envaged in any aspect of the prepara-
tion, creation or placing of advertising, and that 1esp0ndents secure a
swned 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
respondents 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 corporations which may affect
comphance obligations arising out of this order.

1t 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.
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IN THE MATTER OF

STEVEN LEWIS, poine susiness As THE STEVEN LEWIS
: COMPANY, ET AL. \

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

Docket C-2286. Complaint, Sept. 19, 1972—Decision, Sept. 19, 1972.

Consent order requiring two former Hollywood, Californid, franchisors of dis-
tributorships for cologne and other products and their successor firm, among
other things to cease representing the past earnings of distributors or fran-
chisees unless past earnings represent a substantial number of distributors
or fran‘c]iisees; misrepresenting the. amount of time.and effort respondents
will spend to obtain accounts for their distributors or franchisees; misrep-
resenting the prior experience or necessary training required by distributors
or franchisees; misrepresenting the .prior experience or necessary training.
required by distributors or franchisees in ‘order to operate successfully ; and
misrepresenting the nature, 'character,"perfofmance»or efficacy of any prod-
uct. Respondents are further required to furnish all prospective franchisees
with a written statement giving, among other things, rights and obligations
of all parties, complete financial details of the agreement, and a list of
previous purchasers. Also, franchisees must be allowed five days in which to
cancel the contract for any reason with a refund of all monies by respondent.

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 Steven Lewis, an
individual formerly trading and doing business as the Steven Lewis
Company, a sole proprietorship; Twenty First Century Industries,
Inc., a corporation; and Steven Lewis, individually and as an officer
of said corporation, herein referred to as respondents, have violated
the provisions of said Act, and it appearing to the Commision 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 Steven Lewis is an individual formerly
trading and doing business as The Steven Lewis Company with its
principal office and place of business formerly located at 6565 Sunset
Boulevard, Hollywood, California.

Respondent Twenty First Century Industries, Inc., is a corporation
organized, existing and formerly doing business under and by virtue
of the laws of the State of California, with its principal office and
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place of business formerly located at 6565 Sunset Boulevard, Holly-
wood, California. Respondent Twenty First Century Industries, Inc.,
was the successor in interest to the business of the Steven Lewis Com-
pany having purchased all of the assets of said company on or about
March 31, 1969,

‘Respondent Steven Lewis is president and majority stockholder of
the corporate respondent. He formulated, directed and controlled the
acts and practices of the corporate respondent 1nclud1ng the acts and
practices hereinafter set forth. His present address is 205 Third
Avenue, New York, New York.

Par. 2. Prior to the corporate respondents’ purchase of the assets of
the Steven Lewis Company, the respondent Steven Lewis, trading and
doing business as the Steven Lewis Company had been engatred in the
advertlslng, offering for sale, sale and distribution of men’s cologne
and greeting cards and in the advertising, offering for sale, and sale
of distributorships or franchises for said products to members of the
pubtic.

Respondent Twenty Flrst Century Industnes, Inc., was, and for
some time in the past had been, engaged in the oﬁ’ermg for sale, sale
and distribution of men’s cologne, Ronson products and Life Breath-
ers and in the advertising, offering for sale, and sale of distributor-
ships or franchises for said products to members of the public.

Par. 3. In the course and conduct of their business respondents
caused, 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
California and their suppliers’ places of business in the State of Cali-
fornia, and other states, to purchasers thereof located in various other
States of the United States. In addition, in the course and conduct of
their business, respondents have disseminated and caused to be dis-
seminated in newspapers of interstate circulation, advertisements de-
signed to be read by persons residing outside the State of California
and intended to induce such persons to enter into contractual agree-
ments with respondents to purchase distributorships or franchises and
products from respondents. Respondents also introduced into inter-
state circulation, through the instrumentality of the United States
mails, promotional material, circulars, business papers and contracts
with the resultant effect that members of the public residing outside
the State of California did in fact purchase respondents’ distributor-
ships or franchises and products utilizing the instrumentality of the
United States mails to consummate said contractual agreements and
purchases, thereby p]acmg respondents in business in commerce within
the intent and meaning of Section 5 of the Federal Trade Commis-
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sion Act. Respondents have maintained, and at all times mentioned
herein maintained, a substantial course of trade in products, distrib-
utorships or franchises, in commerce, as “commerce” is defined in the
Federal Trade Commission Act.

Par. 4. In the course and conduct of their business as af01 esald and
for the purpose of inducing the purchase of their distributorships or
franchises and products, respondents have made numerous state-
ments and representations in promotlonal material and in newspaper
advertisements.

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

Distributor wanted. Income potential $15,000 possible. Part or full time. Join
a manufacturer of nationally advertised name brand men’s produets, which are
to be sold through established retail stores in your area. You will be trained and
guided to take care of all reorders, deliveries, and collect high cash profits. An
investment of $2,940 can put you into this booming money making industry.

No experience required, can be handled from home, spare time, and built into
a full time lucrative business of your own with a $15,000-$20,000 potential Wlth-
out sacrificing present income.

Immediate Cash Income! Spare time—No selling. We seek reliable persons of
good standing to own a business of their own and spend 6-8 hours a week col-
lecting ‘cash and refilling merchandise from company established accounts in their
own area. ) '

The appointed person will receive intensive field training and aid from a com-
pany executive,

Join a nationally advertised manufacturer of name brand toiletries. This is
one of the nations leading growth industries, and you will service and collect
high cash profits from leading stores in your community turned over to you by
the company.

Restore the breath of life with the Life Breather. Every year, thousands of
men, women and children die due to asphyxiation. Drowning, heart attack,
electrical shock, smoke and poison gas inhalation are the major causes. These
fatalities might have been prevented by use of General Medical Devices’ dra-
matic new resuscitator, the Life Breather.

The Life Breather quickly clears the victim’s air passages and géts him breath-
ing free and easv.

Par. 5. By and through the use of the aforesaid statements and
representations, and others of similar import and meaning not ex-
pressly set out herein, respondents have represented directly or by
implication :

A. That persons who purchase a distributorship or franchise from
respondents can earn $15,000 to $20,000 a year in their spare time or
full time.

B. That said earnings projections are the earnings made by a sig-
nificant number of persons who have purchased and operated respond-
ents’ distributorships or franchises.
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C. That respondents will secure profitable customers for purchasers
of respondents’ distributorships or franchises.

D. That prior business experience is neither required nor necessary
to operate and maintain the distributorship or franchise successfully.

E. That purchasers of respondents’ distributorships or franchises
will not be required to seil products or engage in'sales activities with
potential customers in order to operate and maintain the distributor-
ship or franchise successfully.

F. That purcha,sers -of respondents’ distributorships or franchises
will be trained in the operation of their distributorship or franchlse
by respondents.

G. That respondents’ Life Breather product is an effective device
for the prevention of death or injury from asphyxiation due to drown-
ing, heart attack, electrical shock, poisonous gas inhalation or other
causes.

Par. 6. In truth and in fact:

A. Relatively few, if any, persons who purchased a distributorship
or franchise from respondents earned $15,000 to $20,000 a year in thelr
spare time or full time,

B. Respondents’ claimed earnings projections are far in excess of
the earnings of any person or persons who purchased and operated
respondents’ distributorships or franchises.

C. In the vast majority of instances, respondents did not secure -
profitable customers for purchasers of respondents’ distr ibutorships or
franchises.

D. Prior business experience is necessary in order for purchasers of
respondents’ distributorships or franchises to operate and maintain
the distributorship or franchise successfully.

E. Purchasers of respondents’ distributorships or franchises are re-
quired to sell products and engage in sales activities with potential
customers in order to operate and maintain the dlstrlbutorshlp or
franchise successfully. ,

F. Respondents did not provide purchasers of their distributorships
or franchises with the training necessary for the operation of their
distributorship or franchise.

G. Respondents’ Life Breather product is not an effective device for
the prevention of death or injury from asphyxiation due to drowning,
heart attack, electrical shock, poisonous gas inhalation and other
causes. '

Said statements and representations were therefore, false, mislead-
ing and deceptive.

Par. 7. In the further course and conduct of their business as afore-
said and for the purpose of inducing the purchase of their dis-
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tributorships or franchises and products, respondents, their agents,
representatives or employees, or any of them, have made oral state-
ments and representations.

Among and typical of the statements and representatlons made by
respondents, their agents, representatives or employees, or any of them,
but not all inclusive thereof are the following:

A. That respondents will initially provide a specific number of cus-
tomers or accounts for each distributor or franchisee and will obtain
initial orders for merchandise from said customers or accounts on an
open account basis with payment to be remitted directly to the dis-
tributor or franchisee.

B. That merchandise and/or sales aids purchased from respondents
by respondents’ distributors or franchisees will be delivered to said
distributors or franchisees on or before a particular date or within
a specified time period.

C. That respondents will p10v1de its distributors or franchisees -
with sales and promotional literaturesrelating to the products said
distributors or franchisees purchase from respondents

D. That respondents will provide instruction manuals and/or
guarantee forms with certain products purchased from respondents

by respondents’ distributors or franchisees.
~ E. That respondents will provide national and local advertising of
the products purchased by their distributors or franchisees.

Pax. 8. In truth and in fact:

A. In a substantial number of instances, respondents did not secure
the agreed upon number of customers or accounts for a distributor or
franchisee and in a substantial number of instances the customers or
accounts respondents did obtain, did not order or receive initial de-
liveries of merchandise on an open account basis with payment to be
remitted directly to the distributor or franchisee but instead accepted
the merchandise conditionally on a consignment basis.

B. In a substantial number of instances, respondents did not deliver,
to distributors or franchisees, the merchandise and/or sales aids pur-
chased from respondents by said distributors or franchisees on or be-
fore the date specified or within the time period specified.

- C. In a substantial number of instances, respondents failed to pro-

vide distributors or franchisees with the sales and promotional liter-
ature relating to the products purchased from respondents by respond-
ents’ distributors or franchisees.
. D. In a substantial number of instances, respondents failed to pro-
vide distributors or franchisees with instruction manuals and/or guar-
antee forms for certain products purchased from respondents by re-
spondents’ distributors or franchisees; -
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E. Very few, if any, local or national advertisements, or advertise-
ments of any kind, were published or disseminated by respondents for
products purchased from respondents by respondents’ distributors or
franchisees. .

. Said statements and representations were, therefore, false, mislead-
ing and deceptive.

- Par. 9. In the further course and conduct of their business and in
furtherance of their purpose of inducing the purchase of, and payment
for distributorships, franchises and products, respondents falsely and
deceptively failed to disclose to prospective purchasers of respondents’
distributorships, franchises and products prior to the consummation
of any contract between respondents and any such prospective dis-
tributor or franchisee certain material facts which would assist such
prospects in evaluating the probabilities of their success as distributors
or franchisees and which would lessen the potential for deception, in-
cluding: a detailed explanation of the rights and obligations of the
parties under the distributor or franchise agreement; the financial
details pertaining to the distributor or franchise agreement including
the amount to be paid by the distributor or franchisee for the dis-
tributorship or franchise, the amount to be paid for any services to be
rendered by respondents and the amount to be paid for any merchan-
dise offered for sale or sold thereunder; as well as significant infor-
mation relating to the success or failure and business experience of
prior purchasers of respondents’ distributorships or franchises.

Par. 10. The use by respondents of the aforesaid unfair and false
and misleading and deceptive statements, representations and prac-
tices, and their failure to disclose material facts, as aforesaid, has had
the capacity and tendency to mislead members of the public into the
erroneous and mistaken belief that said statements and representa-
tions were true and complete, and into the purchase of respondents’
distributorships or franchises and products by reason of said erroneous
and mistaken belief and unfairly into the assumption of obligations
and the payment of monies which they might otherwise not have
incurred.

Par. 11. 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
engaged in the sale of distributorships or franchises and products of
the same general kind and nature as those sold by respondents.

Paz. 12. The aforesaid acts and practices of respondents, as herein
alleged, were all to the prejudice and injury of the public and of re-
spondents’ competitors and constituted unfair methods of competition
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in commerce and unfair and deceptive acts and practices in commerce,
in violation of Section 5 of the Federal Trade Commission Act.

Drciston Axp 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 New York Regional Office pro-
posed 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 Commission having thereafter
executed an agreement containing a consent order, an admlssmn by the
respondents of all the ]urlsdlctlonal 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-
plaint and waivers and other provisions as required by the Commis-
sion’s rules; and

The Commlsswn having 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 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 2.834(b) of its rules, the Commission
hereby issues its complaint, makes the following jurisdictional find-
ings, and enters the following order:

1. Respondent Steven Lewis is an individual formerly trading and
doing business as the Steven Lewis Company with its office and prin-
cipal place of business formerly located at 6565 Sunset Boulevard,
Hollywood, California.

Respondent Twenty First Century Industries, Inc., is a corporation
organized, existing and formerly doing business under and by virtue
of the laws of the State of California, with its office and principal
place of business formerly located at 6565 Sunset Boulevard, Holly-
wood, California.

Respondent Steven Lewis is an officer of the corporate respondent.
He formulated, directed and controlled the policies, acts and practices
of said corporation. His address is 205 Third Avenue, New York, New

York.
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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, Steven Lewis, an individual for-
merly trading and doing business as the Stevens Lewis Company, and
Twenty First Century Industries, Inc., a corporation and its officers,
and Steven Lewis, 1nd1v1dually and as an officer of said corporation,
their successors and assigns, and respondents’ officers, agents, repre-
sentatlves and. employees, dlrectly or through any corporate or other
the advertlsmg, oﬂ’ermg for sale, sale or d1str1but10n of men’s cologne,
Ronson products, Life Breathers, greeting cards or any other products
or of distributorships or franchises in commerce as “commerce” is de-
fined in the Federal Trade Commission Act, do forthwith cease and
desist from: o

1. Dlrectly or by 1mphcat10n

or can reasonably expect to earn or receive any stated or gross
or net amount of earnings or profits; or representing, in any
manner, the past earnings of distributors or franchisees
unless in fact the past earnings represented are those of a
substantial number of distributors or franchisees and accu-
rately reflect the average earnings of said distributors or
franchisees under circumstances similar to those of the person
to whom the representation is made.

B. Representing that respondents, their agents, representa-
tives or employees will secure profitable customers or ac-
counts for purchasers of respondents’ distributorships or
franchises or misrepresenting, in any manner, the amount of
time and effort respondents will spend in attempting to ob-.
tain such customers or accounts for their distributors or
franchisees.

C. Representing that purchasers of respondents’ distrib-
utorships or franchises will not be required to sell products
or engage in sales activities with potential customers in order
to operate and maintain the distributorship or franchise suc-
cessfully or misrepresenting, in any manner, the amount and
type of work required of distributors or franchisees in order
to operate and maintain the distributorship or franchise
successfully.

494-841—73——25
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' D. Representing' that prior business experience is not re-
“quired -of purchasers of ‘respondents’ distributorships or
franchises in order to operate and maintain the distributor-
ship or franchise successfully or misrepresenting, in any
‘manner, the prior experience required of distributors or .
" franchisees in ‘order to operate and maintain the d1str1butor—

o ship or franchise successfully.

‘ E. Representmg ‘that purchasers of respondents’ dlstmb-
" -utorships or franchises will be trained in the operatmn of
" their dlstrlbutorshlp or franch1se or misrepresenting, in any
“ manner, the quahty, amount or hature of respondents’ contrl—
o butlon to the training of their distributors or franchisees.

. O Representmg that respondents’ Life Breather product is

T an ‘effective device for the preventmn of death or injury from

' asphyxmtlon or otherwise mlsrepresentmg, in any manner,
the nature, character, performance or efficacy of any product

2. Representmg that respondents will secure cash sale or open
account sale customers or accounts, for each distributor or fran-

";/‘chlsee, or will obtain orders for merchandlse for each distributor

" “"or franchisee from customers or accounts with payment to be re-
" mitted directly to the distributor or franchisee or misrepresenting,

in any manner, the number or type of customers or accounts re-
spondents will secure or the selling services or assistance that re-
spondents will provide their distributors or franchisees.

3. Representing that any product or products or sales aids, of-
fered for sale or sold by respondents to their distributors or
franchisees, will be delivered to said distributors or franchisees
on or before a particular date, or within a specified time period,
unless respondents have available, or in stock, all such products
or sales aids in quantities sufficient to meet all reasonably antici-
pated orders.

4, Representing that respondents will provide their distributors
or franchisees with sales literature, promotional literature, in-
struction manuals, guarantee forms or any other material relating
to products offered for sale or sold by respondents to their dis-
tributors or franchisees unless respondents have on hand or in
stock all such literature, manuals, forms or such other material in
quantities sufficient to meet the reasonable requirements of the
distributors or franchisees to whom such representations are made
or misrepresenting, in any manner, the amount and type of addi-
tional materials respondents will provide their distributors or
franchisees along with the products offered for sale or sold by
respondents to their distributors or franchisees.
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5. Representing that respondents will provide national and local
advertising of the products offered for sale or sold by respondents
to their distributors or franchisees or misrepresenting, in any
manner, the extent, type and method of promotion and services
provided by respondents in connection with the advertising of
products offered for sale or sold by respondents to their distrib-
utors or franchisees or misrepresenting, in any manner, the media
in which said advertising has appeared or will appear. '

6. Failing to furnish any prospective distributor of franchisee,
in a separate written statement in a clear and concise manner,
prior to the consummation of any contract between respondents
and any such prospective distributor or franchisee: - S

A. A’ detailed statement setting forth all the rights and
obligations of the parties under the distributor or franchise
agreement. _ - ' '

B. Complete financial details pertaining to the distributor
or franchise agreement including the amount to be paid by
the distributor or franchisee for the distributorship or fran-
chise, the amount to be paid for any services to be rendered
by respondents and the amount to be paid for any merchan-
dise offered for sale or sold thereunder. . '

C. A list of the names and addresses of all persons who,
in the two calendar years immediately preceding, purchased
a distributorship or franchise, for products or product lines
similar to, or the same as, those being offered by respondents
to any prospective distributor or franchisee, and the gross
dollar volume of purchases of such products from respond-
ents, by each such distributor or franchisee, in each of said
calendar years, exclusive of the dollar amount of merchan-
dise purchased and paid for at the time of the purchase of the
distributorship or franchise.

7. Failing to disclose, in each contract for the sale of a distrib-
utorship or franchise, to those prospective distributors or fran-
chisees whose accounts will be obtained on a consignment basis,
that said accounts will not be cash sale or open account sale cus-
tomers or accounts, but will be consignment accounts and that
merchandise so placed or delivered may be returned to the dis-
tributor or franchisee. '

It is further ordered, That respondents:

1. Inform all prospective purchasers of distributorships, fran-
chises or merchandise, orally and provide in writing in all con-
tracts that, (1) the contract may be cancelled for any reason by
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mailing a notice of cancellation to respondents’ business address
prior to midnight of the fifth day following the date upon which
the purchaser signed the distributor or franchise agreement.

- 2. Promptly refund all monies to distributors, franchisees or

- customers who have requested contract cancellation in accordance

with the provisions of Paragraph One above.

1t @8 further ordered, That respondents maintain files containing
all inquiries or complaints from any source relating to acts or prac-
tices prohibited by this order, for a period of two years after their -
receipt, and that such files be made available for examination by a duly
authorized agent of the Federal Trade Commission during the regular
hours of the respondents’ business for inspection and copying.

It is further ordered, That respondents notify the Commlssmn 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 corporate affiliates or any other change in the corporation
which may affect compliance obligations arising out of this order.

- 1t is further ordered, That respondents deliver a copy of this order
to cease and desist to all present and future employees, agents and
representatives engaged in the offering for sale or sale of reéspondents’
distributorships, franchises or products or in any aspect of preparation, -
creation or placing of advertising and that respondents secure a signed
statement acknowledging receipt of said order from each such person.

1t is further ordered, That the individual respondent named herein
promptly notify the Commission of the discontinuance of his present
business or employment and of his affiliation with a new business or
employment. Such notice shall include respondent’s current business
address and a statement as to the nature of the business or employ-
ment in which he is engaged as well as a description of his duties and
responsibilities.

1t is further ordered, That the corporate respondent distribute a
copy of this order to each of its operating divisions or departments.

1t 1is 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.



