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Decision and Order

(:t)
(b)

each;
(c) The odds of winning each prize.

2. F:tiling to ,mard and distribute all prizes of the value and
type l'eprese '

3. Failing selose" e1eal'ly and conspicuously, in all aclvcr-
t.ising and )tional THat.erial the exact number of prizes
\\111Ch )"i11 be available, the exa,ct nature of the prizes , and the
odds of ,yinlling cadI such prize.

It is Iw'theJ' on/cred That respondents notify the Commission at
least 30 days prior to any proposed change in the corporate respond-
ent snch as dissolution , assignment or sale resulting in the emcrgenee
of a successor corporation, the creation or dissolution of subsidiaries
or any other change in the corporation which may affect compliance

obligntions aTising out of the order.

It is ,/'cd?wr ol'dei'el That respondents shall , \vithin sixty (60)
days after service of the order upon it, fUe ''lith the Commission a
report in \yriting setting forth in detail the manner and form of its
comphance \yith the order to ce,ase and desist.

The tctaJ nnmber of prizes to be awarded;
The exact nature of the prjzes and the number of

Ix THE l\L4.TTER OF

KUSTml EKTERPRISES , TKC. , ET AL.

CONSE T ORDER, ETC. : IX REG.\l-rD TO TIlE ALLEGED vrOLATIO OF THE
FEDEIUL TlL-\DE CO::DnssTO , TUE TRUTH IX LEXDING AXD THE TEXTILE
:FIBER PROD"LCTS IDEXTLFIC.-\TIOX ACTS

Docket Complrlint. June 1971-Deci,sion, Jan. 24, 1972

Order requiJ .0 ,Vheat Rhlge , Cola.. corporations seWn!; and distributing
l'e idcnt peting and cal1)et paclding to cease using telejlllOne calls or
free gifl - lin ReCl'SS to tbe homes of prospecti,-e purchasers, misrepre-
souting that they al' the exdu"iYe franchisee of carpet manufacturers or
that a VrOSI)ect's borne has been specinlly fielecfcd for a test installat.ion
makillg decevtive gnarantee . ffliling to disclose that the se1Jng price of
carpet is by the sqnare YHr(l, failing to give Xotice that any sales contract
may be re dndcc1 within three clays , fiDd IJegotiating any note to a TInance
t"ompnny prior to midnight of the fifth day. Respondents are also required
to mal e all disclosures required by Regulation Z of the Truth in Lending
\ct and comply with the misbl'fmcJing and advertising provisions of the

Textile ibcr Products Identification Ad.
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COJ'PLAINT

Pursuant to the provisions of the Fecle,ral l' rade Cmnmission Act
the Truth in Lending Act , mlll the implementing" regulation promul-
gated thereunder and the Textile Fiber Products Identification Act
and the rules and regulations promulgated thereunder, and by virtue
of the authority vested ill it by said Jl.cts , the Federal Trade Com-
mission ha-ving reason to belicyc that I\:ustom :Enterpriscs, Inc. , a

corpamtion , and J oecph A. Padilla , Thomas M. Roth and Sherri
Hath, inc1ivic1ual1y and as offcers of said c.orpol'ation; andl\la.rketing
Enterprises, Inc., a corporation , and Eugene De\Vitt and Julian
Chavez , indivic1ually and as offcers of said corporation , and F. E.
Lester, inc1iyidually, hereinafter referred to as respondents, hnve
violated the provisions of said .Acts , and it. appearing to the Com-
mission thnt a proceeding hy it in respe,ct thereto \Tould be in the
puulic interest hereby issnes its cornplaint , st.ating its charges in that
respect as follo)"s:

\R.'lRJ, PH 1. Respondcnt Kustom Enterprises , Inc. , is fL corpora-
tion organized , existing and doing lmsiness ullller and by virtue of
the l'lwS of the Slate of Utah , with its priucipal offce and place of
business located at 6827 ,Yest 38th :'-n:nne , ,Y11eaL nidge, Colorado
and with mailing address at P.O. Box F

, \""

heflt. R.idge , Colorado.
Hesponc1ents ,J oseph A. Padilla , Thomas M. I,oth ancl Sherri Hath

flre individuals and offcers of the corporate respondent I\:ustom En-
terprises , Inc. They formulate , direct, ancl control the acts and prac-
tices of the corporate. respOll(1ent., incJuding the acts and practices

hereinafter set fort.h. Respondent F. E. Lester, indiviclua11y, in con-
junction with respondents ,J os( ph A. Padilh and Thomas 1. Hath
formulates, directs , and cont.rols the acts and pract.ices of Carpet
Banke" the trade name under which the cOl'porate respollclent Kll tOll
Enterprises, Inc. , has cOlldnctcd bllsines.s. Their addresses are the
same as that of the corporate respondent.

Respondents are now trading, and 101' ome time lnst past haTe

t.radec1, as: Knstol1 Karpets Intermountain ,Vholesale Comp2.ny,
Allied Carpets , Allied , Ltd" :'ntional Carpets , Carpet Banke.

AH. 2. Hespondent :\InrkeJing Enterprises , Inc. , is a, corporation
organized , existing and doing bllsine::s undcr ancl by virtue of the
laws of the St.ate of Colorado , with its princ1pnl place of business

at 6827 "'Vest 38th AYelllle

, '

YVhent Ridge, Colorado.
espondents Eugene De\Vitt find tJuJian Chavez arc individuals

and offcers of the coqJol'nte respondent iarketjng Enterprises , Inc..
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They, together with Joseph A. Padilht and Thomas:NI. Roth , formu-
late , direct and control the acts and practices of the corporate.
respondent including the acts and practices hereinafter set forth.
Their ac1c1re ses arc the same as t.hat of the c.orporate respondent.

Hespondents are nmy trading, and for some time last past have
trac1ec1 as: InteTstatc Carpets, lJnited Cal'pets.

u:. 3. Hespondents arB now, and for some time 1ast past have

been , engaged in the a.d,"ertising, offering for sale , sale and distribu-
tion of resic1entia.l carpeting and carpet padding to the public.
Hespondents aJso install said ca.rpeting and carpet padding.

COUXT I

\lJeging Ylolntion of SectIon 5 of the Fec1ern.l Trade Commission
Act the allegahons of Paragraphs One , T)"o and Three aboye are
incorporated by reference in Count I as if fully set forth verbatim.

\R. 4. Tn the course and conduct of their bl1sinpss as afnresa.
respondents now ell nsc : fmd -for some time last past have caused , their
sHid products to be shipped from their severa) places of bu!"iness ill
the States of l.-:tnh , Colorado , K ebraslm , and :\lissouri to purchasers
thereof located ill yariOllS other StHtes of the 1 nitec1 States , and also

transmit to and receive from thcir variolls plflces of business adver-
tising and prornotionalmaterials , contracts , and other business papers
and documents; and maintain , and at all times mentioned herein

hnve maintained , a, substfll1tial course of trade in sa,id products in
eomrneree , as "COmmeTc.e :: is defined in the Federal Trade Commission
Act.

PAR. 5. In the c.ourse and conduct of their aforesaid business and
for the purpose of induc.ing saJes of t.heir products , respondents have
made , und are now making, numerOllS statements and representations
through oral stntements made to prospective purchasers by their
salesmen or representatives, through telephone solicitation calJs
salesmen s sales book presentations , advertising and other promo-
tional material \yith respect t.o Ole nature of their offer, their prices
tiTne limitations, guarantees, the origin of their products , and the
quality of performnnce of their products.

Typical and illustratlye of re-spon(1ents ' printed advertising repre-
sentations, but not alJ inclusive the,reof , are the following:

Yon can ha,e comp1ete confidence in ALLIED CARPETS cw ry lnstalJation is
ins.j)PCted--l'cgistere(l- nnd guaranteed in writng for ten (10) years fur .your
complete protection and satisfaction.
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CODg OF ETHICS

To maintain high standards of Quality workmanship.
TJse only Top Grade nlfttcl'ials of standard quality finel nHlJlufactlll'e that carry

with them the manufacturer s backing 100%.

Promptly correct any defective work.
To charge fair and just prices cOllrnensnrnte with the ,"ark executed on all

contracts.
To conduct business in a manlier as to refiect credit and confidence b:v the

public for our industry.

To exercise a high degree of care in the execnt:on of all work so as to do
110 ordinary prcyentalJle injury to properties or persons.

A LLIED LTD.
'it/nula , Georgift, Jla)'ch 11" 1965.

ALLIED CARPETS

724 South 3d Eust

Salt Luke City, Vtall.
GE'\TLE:\mx: "'Ve are jJlea ecl to a1mOllllCe that Al1ec1 Limited (the worlds

only Commercial Camnlon * Carpet :\Ialluf:!C:tllrer) is hapm' to "dcome yonI'
fine company as an exclusive ngeJlt for the distribution of the revolntirlJnry
new Commercial Camuloll '" C:npet.

In accordnnce with your instrnctions. the Commercial CamnlOll "' Cn1'1et \I'
llfille to your llh1iw:ti,' e pattern (lc'iign and your eOll,::l'llction spccifira1ic)js for
exclusive nse in the Rocky J.loul1tnin AJ'en in arconbncc with your Fl';,lWhise
Agl'eemellt.
According to your FJ'HllChisl? Agrecllrnt, YOll mllst have fin, (5) iyol'king

Sales Centcr Of)r:es in the Hoc:l;::v :\ountain Area in the next twehe (.2)
mouths. Knoii-ing your dynamic ,sales ::,bilit , we arc sure yon wil accollnlish
t.his in balf the alloUed time,

Yon can 11(: a 'snrf'(l tlHlt Allipcl Carpets bas the excillsi c rigllt to sell :11d

distribnte the Commel' cial Cilmnl(JJ " Cill'prt ill the fin, 0) St;),:! Rock:" lonn.
tain Arca.

'VVisl1ing your cornpfUly the best of 1l1ck on 1his IllY YC'J1ture , I nm
Very Truly Y OIlI'S,

THO::JAS RO lL. Pl"tsidrnt.

*Cam1l10Jl is the trarle name of "\l!ed Ltd. for its polyester nlJer

CO:\DIERCIAL CAHPET TAKES THE FLOOR
ALLIED LTD.

BRI:\
TIlE LrXCRIOCS 1'EXTUHED BHOADLOO:\I
CCDnIERCL\.L C.:\HPET" TO IIO:'IEOW:'m,

CO:\TH\TOUS FII,.DJENT PILE YAH.:'S 01JTD.\TES
ALL OT-HElt :\IA='-:\L\DE YARNS

TE=' GOOD REASO:'S WHY ALLJED LTD. CCD.DIEHCIAL CARl'ET JS
YOGR BEST BCY

I, ';Commel'ciul" CamnloJl " Carpet 'Von t r:';1(le.

2. "Commercial" Camulon ," Carvet Is XOlk--lJsorlJEnt Hesists -17 SWillS.
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3. " Commerr.ifll"
4. " Commercial"
5. "Commercial"
G. "Commercial"
7. C01l1nercinl"
R. " CoU1merc:inl"
9. "ConUDcl'C'ial"

10. ComDlfl"cifll"

Cmunlon

':'

Camulon
Cflfiulon

':'

Cnmnlon"
('amnIon
Cllm ,110n

('amuIon'
Cnm11Iol1

':'

Carpet 'Won t Peel or Fuzz- Stays Lo, ely.
Cm' pet Is Thickly Tufted-Truly Eleg-ant.
Carpet Is :\on-Allergenic: 'YOll t Attract Du:;t.

Cnrpct Is _-\lJrHsive Rcsi:-tant- 'Yoven to 'Year.
Corvet Keeps Do'..n Pesky Statk Build-Up.
Cnl'J)et Is Positi,-ely :\Ioth-ProoferJ Forey!?r.
Cal'wt :\Jfll'el()usl ' Grand: '''on t Sl1f1g Heels.

Cnrpet Comes in :;1l1ny Beautiful Colors.

WII.\T ABOCT "CO:\DIERCIAL" CA:\IrLO:"'" CAHl'ET

It took millions

this flH'l' liS verfe1

your mOlley. Also 51

S ,,' ()rth of l'eSeaJ'cll , pIn. erll' S of testing" to mr-!
is. LiglJtcst 11be1' 11110\\11 gh' iJJg yon more bull; for
,lod:s.

AT ABOr;T WE_-\RAI3ILITY

It conJ(1 lwnlly :

sen' ice SW1il'T! , da
it lool,ed frE'f.:l :1111

. Tl1is broadloom ,vas testel1 in the l11'ive\YIl \ of :l
i1Y C:"1'S rmcl tnlcl,s rude on it. ,yll('ll it 'HIS l'enllcd

,Yith haJ'Hy- :J sign of weal'.

\.'1 ABOrT CLE.. tX.-UHLITY

Cleflns I
aJj(J W:iti.'
possib;p. It

" ulmo:-t flS eas ' 8.S washing YOll' hands, detergent
Win (('yen t accil1ents) .,:inc:e its ns sC:1Jic free n8
attJ'ilctiug dirt.

S IT GOOD?- YOU BET 

*C:1lllc1Jon 1' All("d Ltd , fo!" its pol estel" Bber\n. G. 19h thell e of the aforesaid statements andrepresent: :l1ers of similar import and meaning but not

expressly n , sepanlte1y' and in connection with the oralsta.tenwut ntutions of their saleSlllCJl and representatives
the n spOJ epresentecl , and al'C now representing, directly
01' by implicfltion , that:

1. He pondents are conducting fL telephone SUl''cy 'whell they ini-
tially con1act jJl'ospectil.' e purchasers.

2. Responc1ent:s salesmen and representatives win can on prospec-
tive IJll'chf1. sers ill their lW1)(-;5 for the purpose of deli'i' ering n free
gift.

3. Resp011(lents arc the exelllsiye franchisee and the exclusive. srtles
outlct 1'01' a. manufacturer of c.ftrpet and carpet padding.

4. Responclents carpeting' ancl carpet padding were developed by
a spe( ial mlllllfnctHl'lng process exclusiveJy for respondents by their
franC'hi::ing rnanltfactllrer.

5. Re.'ponclents carpeting and c.arpet padding were developed and
manufactured exclllsjH - for commercial use and ol'iginally were
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sold only to commercial establishments such as hotels , motels , casinos
restaurants and .thefl.ters.

G. Respondents are nmvly estab1islmd in the business of sel1ing and
illstctlJing carpeting and carpet padding in homes and aTe offel'ing
1-1C11' proc1ncts :for the first time to homeO\\Jlcrs.

i. I-lomes of prospective purchasers are specifically selected as
t homes for installation of respondents' carpeting and earpet

pflclding and after installation , such honH s )"ill be llsed for clem on-

st,l'atioll and ft(lvertising purposes by the sponc1ents.

t3. Customers will receive reductions or discounts from respondents
l'egll1al' or usual selling price,s which are contingent npon their sig11-

ing n purchase contract during the initial visit by respondents ' sales
l'cpl'csentatiTc and their agreeing to 8011ow their names and homes to
be. usc(l for respondents : adve,rtising fmd promotional purpo es.

0. C \rpet and carpet padding of the gr;\lc and rjllHlity so1c1 by the
l'f'spOJldents :11'0 not availablc to prospcct;YC plll'clwscl's through
Jlormnll'ctail outlets.

1 n . Respondents ' carpeting will not fade , mat, snag heels , attraet
clirt or dust, is resistant to nu.iolls ::tains and p1'8YCnts build-up of
stiltic. electricity.

11. He ponc1ents: carpeting (,fLrries fl ten-ycil.l' ynittcll gl1arHntee

ngainst IYCHr and instal1ation defects.
12. Jiespondents : ea-rpcting is pre- cut to fit the purchasers : hor11es

the same c,"ening that sales are eOnSl1l11natet1 implying that pur-
chasers cannot cancel their purchase c.ontracts with the l' csponclents

once Entered into.
13. The type of cfl.rpcting sold by respondents is sol (1 in the carpet

tra(lc. 1):1 the nnit anc1not by the sqnare yn, rc1, and t1H refore l'spond-
ent.s: snlesmcn cannot qnote prospective pn1'cha ers a price for thcir

products baseclnpon square ya.rcls.

14. The prices charged by respondents for their carpeting and
carpet padc1ing and the insta,11ation thereof : are )olycr than those
chn.rged b3' their competitors -for products of like grade and quality
:lnd for slrni1ar installation.

15. The qtlf!ity of respondents : cilrpeting and Cfll'pet padding is
snpe,l'ior to similar products of their c.ompetitors: and they have
conducted durability tests on their carpeting \yhich prO\ ed that it
sholl's no stRins or wcar 1111(ler adverse C,011ditions of use.

\ll 7. In truth and in fact:
1. Respondents ' initial contact by telephone \yitl1 prospective pnr-

chascrs is not for the purpose of a sm'yey but is made for the purpose
of obi aining leads as to persons who may 1m inten\,;ted in the pur-
chase of respondents ' carpeting and ca.rpet. paddi1lg.



KVSTO EXTERPRISES, INC. , ET AL.

Complaint

2. Respondents ' sltlesmen and representatives do not ca.ll on pro-
speetive purchasers in their homes for ihe purpose of de1iyering a,
free gift but rathe.r to show carpe6ng and carpet padding snmples
fwd to make a sales presentation , using respondents ' sa les books and
othBr advertising and promot.ional documents and materials.

:3. Hespondents are not the exclusive franchisee or t11e exclnsivc
sales outlet for a rnanufactnrer of carpets and c trpet padding.

4. Hespondents ' earpeting nnd carpet padding were not c1e\'eloped
exell1sindy for their sales operations through a special mnJ111fnctur-
ing process u1' their fnllchising Imtnufacturer but are , in f;l('t
Sj- HI1Cbl'c1 lines of cilrpeting anlI carpet padding sold by the ll lnu-
fa.cturel's thereof.

:J. H spOlldents : carpeting anlI carpet padding were neither orig-
inally developed and Jnanubctm' ed exclusively for commercial HSB
nor so!(1 only to comlnercial estnblishments such as hotels, moteJs

ino.s, rcstaurants an(l theaters.
G. I espondents have sold f11lc1 instal1cc1 residential carpeting and

ral'l wt padding for a snIJstnntial pe.riocl of time and their products
lln\'' , been oiYered for al(' on numerous oce-asions to hO!lleCH\'nerS f,Jl'

sidential use for se,yeral years la t past.

T. Homes of prospediyc. Pllrchasers arc not specifirnll ' selerf- prl

as test homes for the installahon oi ponc1ents' cflrpe.ting ancl
c:lrpet padding; and after in tanation 01 said products , pnr('JJ 1Sers
homes Ul'B not used :for re:-pondcnts ' demonstration Oi' lllYertisillg'
purposes.

. I edLlctions 01' discounts from respondents ' regular, or 11:l1selling llot : in fact , c.ontingent upon purchasers igJling itcontritc) to initial visit by respondents ' sa!es representative:
and :1gl' 110\y their nnmes and homes to be used for respoll(l-
nts: ad and promotional purposes but, the gi ving of llcl1

l'c(hwtic :nmts , depencls upon the sales resist.ance of respollll-
ent-;: pI' l)llrchascl's.

D. Carpeting and carpet pac1ding of like grade and qua1ity as that
soJd 1-n' l'esponclents is, in fnet, ava,i1able to prospediye pl1rchasel'
throl1

.!'

h llorm:l1 retail outlets.
10. ncsJ1011dent ~ c8.l'wling \Yill in fa.ct, fade, mat, SIHLg hreJs

:1/tl'ac( dirt anc1 c1u,t generate static electricity, and stain: in the

S,1me, JlanJler ,uulLo the S,llne degree as other carpeting of like gr:l(l(aJll qml1ity. 
11. He ;polldellts : carpe,( ing does !lot C lITY a. ten-year \Tritten gmll'

mtE:e ag, tiIL;! \Yhlr nncl ill:,Ja!1ation clefeds; ill fact , pllrch 1Sel':;

11Wl'eoJ al. e not prO\'jc1ed \yith a writte,n gnarantee after they ha\"
purcha ell and hall insLaJ1ecl re pondents ' carpeting. ,Yhen \yeflr nncl
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installation defects are discoyerec1 within the pcriod of the alleged
guarantee , respondents have refused, in most cases, to 11nJ::e ad.iust-

ments or t.o provide other appropriate relief to the pllrehaser
1:2. Respondents: carpeting is not precut to fit the purchasers

homes on the same eH nings that their sales arc consummated; in
f,1ct \ respondents : carpeting is deli\ el'ed for in Jtal1ation to the PUl'-

chasf'rs homes in rolls and cut to fit their homes at the job site, and

PUI'('))(5e1'5 : right to rescind or cancel their pnn hase contracts \"ith
pOll(1ent.s is not affected despite representations to the contrary

\' l'c oJld€nts' saJesmen. 
1:1. Carpeting of the type sold by respondents is so1d in the carpet

trade 110t by the unit lmt by the sqnare yard and l'esponc1ents ' sales-
men call, ill fnet , CJuote prices based npon the sqnare yard ,,,hen
llnkiEg nJes presentation to prospective purchasers.

1-1. The prices chnrged b ' respondents for their earpeting carpet
padclinp: an(l the insti llation thcrcof, an , in fact, nOl'mal1y higher

than tho e prices charged lor comparablc and similar products and
srTyices by responclents ' competitol's.

1;). The quality of l'e pondents carpeting and carpet padding 1S

not , in fact , superior to simihr products olIered for sale by their
eompetitors; and respondeni-s have concluded no (lurability teEts on
their carpeting ,vhich pJ'on d that its abihty to resist stains and
'.year under adverse conditions of use is greater than that of sinlilar

:Jlncts sold by t11cir cOlnpetitors.

Thcrefore , the stntements alHl representations as set l()lth in Para-
;:'1,lph3 Fiye and Six hereof 'iYcre Hnd are, false, misJenc1ing, a1Jd

c1eceptiye.
\r:. S. In the COnrse and conduct of their lmsiness, as aforesaid,

TespoJlcknts or the;il' salesmell and l'e.presentatives: in a sllbstantial
number of C,lses , Inil and haye in the past failed to disclol-e o1':111y
at the time of ihe ale, and in '.yriting on nny conditionrd sales ('on-

tTnct. promissory note retail time. contract, or other instr1l11ent. ex-

ec.uted l)y the purchaser, ,yith sneh cOllspicnonsness and daTity as is
likely to he l'ea(l and obsen- pcl by the pnrchaser, that snch c.onclitional
sales contract promis:coJ'Y Jlote l'et,li1 time contract or other instru-
ment may, at the, option oi the seller and without notice to the pnr-
chaser. lJC negotiated or assigned to a finallce company or othcr third
paTty and thflt if snch negotiiltion or assignment is etfected, the

pl1l'l'ha:,('J' will then O'iye, the amonnt clne uncler the contract to the
fin;11ce company or third party flnd may have to pay t.his amount in
full , whether or not. he has claims aga.inst the seller nnder the con-
trflct for defects in t.he merchandise , illstal1atiol1 , nonde1iyel'Y 01' the

like.
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The aforesaid failure of the respondents or their re.preseniatives
to reveal said facts to purchasers has the tendency and capacjt,y to
lead l'mc1 induce a substantial number of sneh persons int.o the under-
standing and bebef that the respondents will not negotiate or trans-
fer sneh documents, as aforesaicl and that legal obljgations and
l'elutionships will exist only bet\yeen such respondents and purchasers
and wilJ remain unchanged and unaltered , and has the tendency and
capa.city to jnduc.e a, substantial number of such persons to ente'r into
contracts 01' execute pl'omlssol'Y notes for t.he purchase of respond-
ents : carpeting and carpet pad cling. 

In truth anc1jn fact, respondents freqnently, and in a subsbmtial
number of cases and -in the usmd course and conduct of their business
sell , transfer, and assign said Ilotes and retail time contracts to
finance companies or third parties so a,s to bring about the afore-
mentioned changes in legal obligations and relationships.

Therefore, the failure of respondents or their representatives to
reveal such facts to prospective pnrchasers, as afo1'esa)cl , \yas and is
an unfair and false, misJeQding, and dece,ptive act and practice.

AH. 9. In the conrse and conduct of their business , and at all bmes
mentioned herein : respondents have been in snbstantial competition,
in commerce" with corporations , firms and individuals in the sale of
carpeting and carpet pH()cling of the, saHie general kind and nature

1108e solrl by respondents.
\R. 10. The 11se by respondents of the aforesaid false : miEdeadjng

and de,eepti,' c statements, representations and practices, has had
and now has , the capacity and tendency to mislead members of the
purchasing pnhlic jnto the erroneous and mistaken belief thatsaic1
sfntements nnd reprcsentfltjons ,yere , and Hre, true, and into the pn1'-

cha e of substantial quantities of respondents ' products by reason of

said erroneous and mistaken belief.
PML 11. The. aforesaid acts and praetLces of the 1'esponc1e.nts, as

llPxein al1ege(l , were , and arc , all to the prejudice a.ncl jnjury of the
pu bJie and of respondents ' eOlnpetitors; and constituted , and now

constitute, unfair methoch: of competition , .in commerce , and nnfair
and deceptive acts a.nd pra.ctices , in commerce, in violation of Section
;) of the Federal Trade Commission Act.

COUNT II

\lleg-ing violatIons oJ the Truth in Lending Act and the imple-
menting reguJation promulgated thereunder, and of the Federa)
Trade COlIlllIission Act : the allegations of Pa.ragraphs One, Tn' , and
Three aboH'. are incorporated by reference. in Count II as if ful1y

set forth verbatim.
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PAR. 12. In the orc11nary course and conduct of their bnsine::s as

aforesa.id , respondents regularly extend consumer credit, as "con-

sumer credit" is defined hl Regulation Z , the implementing regula-
tion of the Truth in Lending Act , duly prolTmlgatecl by the Board
of (Tovernors of the Fede.ra.l HeSCT\;e Systenl.

PAR. 13. Subsequent to July 1 , 1969, in the orc1inn.TY course and
conduct of their business as aforesaid , and in connection with their
erec1it sales, as " credit sale" is defined in Regulation Z , respondents
have entered into instn.11ment contracts with their ellstomers , 11€l'cin-

after referred to as "the contract." Respondents ma.ke no conSlun81'

credit cost dise10sures to customers other than on the contract. By
and through use of the contract, respondents have, ill some instances
failed to provide the custome.r with the disclosures required to be

made by Section 2:26.8 of Regu1ation Z, in yiohltion of that Section.
PAR. 14. Subsequent to July 1, 1969, and in connection with the

cre(bt sales referrccl to in )J fLragl'aph ' I'hir, teen bove, respondents

have entered into consnmer credit transactions in which they retained
or ncquirec1 a security interest in real property which was used or
xpccted to be use,c1 as the principal residence of the customer. The

cllstomer thereby had the right to rescind the transaction as pro-

vided in Section 2:26.9 (e) of Hegulation Z. Respondents , ill connec-

tion with these transactions:

1. Failed, in some instanc.es, to provide each cnstornel' who had
the right to resc.ind wit.h copies of notice of the right to rescind in

the number, manner and form prescribed in Sections :2:26.0 (b) and
:2G.8(f) of Regulation Z, as re(luircd by Section 22G.D(b) thereo1'

:2. Fai1ecl , in some instances: to delay pcrlol'nanc.c of ,york and

sen,ice for the customer in connection ,yith transaction untiJ the

l'Pscission period proYic1ed for in Section 2:2G.9 (a) oT Regulation Z
has expired, ill violation of Scction :22G.9 (c) of Hegulntion Z.

PAR. 1;5. PnrsUfmt to Section l03(k) of t.he Truth.in Lending --\.ct

respoll(1ents : aforesaid failures to comply with the requiremenb of
Regulation Z l:onstitute it violation of the Act and, pursuant to Sec-

tion 1US thereof , respondents thereby yioLltecl the Federal Trade
Commission \.ct.

COUNT III

\.l1eging viobtiol1 of the Textile Fiber Products Identification
Act a.nd the rules lnc1 regulations promulgated Lhe,l'eundel' , the al1e-

gat ions of Paragraphs One : '1,yo , and Tbree above are incorporated
by l'eference in Count. III as if fully set forth verbatim.

\R. 16. HeSpOll(lents now , and for some time last past, haye been

enga.ged in the introc1uGtion , c1e1ivery for introduction : sale, offering
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for sale advertising, trHllSpOlltatioll : and distribution in COI1me-rce
of texhlc fiber products; and hn.ye sold , olle-red for sale, advertised
delivered, transport.ed , ancI caused to be transported, textile fiber

products Yfhich hayc been advertised or oile-red for sale in cornmeree;
a.nd ha.re sold, oHerecl for sale, advertised, delivered, tra.nsporteel

and caused to be transported, after shipment in commerce, te,:stile
fiber proclucts, eitber in their original state 01' contained ill other tex-
tile. fiber products , as the terms "C0l11nerCe" and " textile fiber prod-
uets" are defined in the Textile Fiber Pl'oclllcts Identification Ad.

PAR. 17. Certain of said textile fiber products were misbranded bv
respondents within tbe intent. ' t.d meaning of Section 4(b) of th
Textile Fiber Products Identification Act and t.he rules and regula-
tions promulgated therellll(lel' ill t.hat they were not stamped , tagged,
JalJeled , or othenyise identified as required under the provisions of
said Section 4(b) and in the manner and form as prescribed by the
1'11es and regulat.ions promulgated under tbe said Act.

Among such misbranded tex.t.ile fiber products, but not 1imite,
thcrcto

, ,,-

ere carpets ,\'hich ,yere not 1a beJed to s11my in \yords and
fignres plainly legible:

J, The true generic n:111C of the fibers present.
2. The percentage of each fiber pn'sC'llt , by ,yeight, in the towl

fiber content of said textile libel' product,
3. The name, or ot her idcntiiica tion issned ancI registered by the

Cornmission of the mnnnJactLll'Cr 01 the carpeting.
PAIL 18, Certain of sai(l textile fiber pl'odl1l'.ts ,,- ere falsely nnd

cl( cept.il'ely adl'cl'ti5c(1 in that respondeDts in making disclosure 01'

implications as to the fibcr content. of sl1r.h textile fiber products 
,yritten ac1\'ertisel1ents usccl to aid , proJTote, and to assist, directly
or indil'cct1y, in the sa1e or ofFering inr saJe of said proclHcts , failed
to set JOl'th the re\illired inrOl'll18, rion as to filJe.r content as speeiRed
by Section .J (e) of the Textile I' iG('l' Products Identiiication Act
and in the Jltll1l81' and form pn'scribcd lJY the rules and regulations
pl'omulgatedunc1e.l' saiel \c.t,

\nlOng such te,xtile fiber proc111rts, but not limited thereto \\'('re

ceTtuin cnl'wts ,yhich ,yelT fabc1y and deceptiveJy ac1"\- crtisec1 oy
means of printed nmt.el', in respondents' sales books l1sed in aies
pl'c cntfltions made t.o prospecriyc:, cllstome.s in varioHs States of the
Cnited States. The aforementiolw(l carpets were described by sl1l

fibm' conno1in E t( rms amOl1.!' Wllich , but. not bmited thereto, \\as

Ct'lllulon , a,;;cl the true gel l'ic. nHmc of the Iibei' contained III such
prDducts was not, set forrh.

PAH. ID. B) mcans of the, nJoresaid adn' ttisements and others of
similar -import and llwaning not spcc-ificnlly l'l'icnecl to hcrell1. re-

-!S7- SS:j-7;;--
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sponc1ents hnve falsely and dpceptively ac1yel'tisecl textile fiber prod-
ncts in violation of the Text.ile Fiber Products Irlentification Act in
that. flicl textile fiber products werc not advertised in aCCOrdfl1ce. with
the rules and regulations promulgat.ed thereunder ill the following
l't'spects :

A Ilber tl'aclelnark was used in advertising textile fibeT products
cont aining only one fibeT and such fiber trademark did not appear
fit. least 'once in the said advertisement , in immediate proximity and
conjunction ,yith the gencric name of the fiber, in plainly legible
"nel conspicuons type, in violation of Rule 41(c) of the aforesaid
rules and l'egnhtions.

IO. 20. The acts and pract.ices of respondents as set. forth in
Count III above were, and aTe, in violation of the Textile Fiber
Pl'ocluots Identification Act and the rules and regulations promul-
gated thereunder, and c.onstituted, and no)" constitute, unfa-ir and
(lece,pti,-e ncts and practices in eommerce , under the Federal Trade
Commission L\.nt.

DEcrs1O AXD ORDER

The Commission. ha'Ting issued its complaint on .June Ii, 1971
charging the respondents named in the capt.ion hereof , )"jth violation
of the Federal Trade Commission )tct. the, Truth in Lending Act
and t.he implementing regulation promulgated the.'reunder and the
Textile Fiber Products Identification Act, fl1cl the rules and regu-
Jrt1:ions promulgated therellncler and respondents having been served

,yjth a copy of that, complaint; and
The Commission having duly de,tennined upon motion duly certi-

fied to the COlllll1ission that. in the circumstance,s presented: the

rmblic. interest would be served by ,\itivBr here of the provisions 
Section 2.34(d) of its rules , t.hat the consent order procedure shall
not. be ava,ilable after issuance of corn plaint; and

Hesponclents and counsel for the complaint having thereafter exc-
cnte,(l an agree.nent conhLining a consent order, an admission by
respondents of aJi jurisdidiona,J facts set forth in the eomplaint, a
statement that the signing of the agreement by responde.nts is for
seHlement purposes only LJlc1 does not constitute an admission by
respondents that the la"\v has been violated, asset forth in such com-

Plaint , and ,Y Livers and provisions as required by the Coml1ission
rules; and

The Commission having considered the aforesaid agreenwnt, and
having cletermined that it provides an acleqnatc basis lor appropri-

ate disposition of this proce,ecling, the agreement is hereby a.ccBptcc1
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the following jnrIsc1ictional findings arc made, and the following
order is entered:

1. Respondent Kl1 tom EnterprisEs, Inc. , is a, corporation orga-
ni7.ecl existing and doing business uncle.r and by virtue of the la,Y8
of the, State of l'fah : ,yith it.s principa.l offce and place of business
lonnel'ly located at 6827 ,Yest 38th A venue , 'Yhea.t Ridge, Colorado.

2. Respondents Joseph A. Pac1illa , Thomas ?II. Roth and 8he1'1'i
Roth are indidc1unls and offcers of the corporate respondent Kustom
Enterprises, Inc. They formulate , c1ireet and control the acts and
pnlcticcs of said corporate respondent, including t.he acts and prac
tiees as set. forth in the complaint the Commission has issued. The
current "elelress of the ineli "ichml responelent Joseph A. PaeliJja is

;j-

WO "elson Street, Wheat Rielge , Colorado. The current business
address of theinc1iviclllal respondents '1h01111S f. Roth a.nd Shcrri

Roth is 3021 Tejon Street, EnglewoocL Colorado.
). Respondent JLuketing Enterprise , Inc. , is R corporation orga-

nized , e:-isting and doing business under and by virtue of the laws
of the Stale of Colonl(:1o with its principal offce and pla.ce of busi-
ness formedy located at 0827 ,Vest 88th Ayenue, ,Yheat Hidge
Co 1 orado.

4. I esponc1ents Eugene De,Vitt and ,Julian Cha.yez are indiYIcluals
(111(1 offcers of the corporate respondent, ?llarketing Enterprises , Inc.
They toget,her ,yith the individual respondents .Joseph A. Padilla
and rrhomas :JI. Hoth formulate, direet and control tile acts Hnd
practices of sajd corpornte, respondent, as set forth in the complaint.
tlJe Commission has issued. The current business address of the indi
vidual respondent Eugene De,Vitt is 215 St. Paul Street, Denver
CoJorado. The current address of the Indi,-idual respondent Julian
Chavez js 1544 South Kipling Court , Denver , Colorado.

:J. The Federal Trade Commission has jurisdiction of the subject
JilaUer of this proceeding a.nd of the respondents, and the proceed-
Ing js in tlw IJnollc. interest.

UlmER

It ts f)'dei' That l'€sponc1ents I ustom Enterprises , Inc. , a C.Ol'pO-
r;ttjoll : :lndits successors and nssigns, and its offleers , and Joseph A.
Padilla, Thomas :J1. ROtll and Sherl'i Hath , indiviclual1y and n
oHicE'l's of said corporation , and respondents )Io.l'keting Enterprises
Ine. , n, corporation , and its successors and assigns. and its offcers

and Engellc De\Vitt. and Julinn Chaypz , individually and as ol1icers
of said corporation , and l'pspOlHlents: age,nts, representatives: and
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employees , directly or throngh any corporate or other c1eyic8, in
connection ith the advertising, offering for sale. sale, distribution
or installation of carpeting carpet padding, or Door coverings, or
any other proc1ncts ill commcl'ce , as ;' commerce" is defined in the
Federal Trude COlnmissioll )\J::t, do forthwith cease and desist. from:

1. He-pre.seuring, directly or by implicat.ion , that respondents
are conducting a telephone sUl'yey when prospect.ive purchasers
are caned b ' lrlephone' j or representing, in any manner, that
the, purpose of sflid telephone calls is other than to obtain leads
or pl'O pec.1s as to persons who may be interested in the purchase
of carpeting, carpet padding, fioor co\-el'ings , or other merchan-
dise or seryice,s sold by respondents.

2. Representing: dircctly or by implication, that respondents

repl'csentutin: 's ,yin call on prospectin:, pnrchasers in the, i!' homes
for the purpose of delive,ry of a, free gift; 01' misreprcsenting: in
fillY manner, the, purp02e of J'cspondents : l'e.preseninti\' ) calls.

3. Failing to (1 isclose to prospecti\-e purchasers thn t respond-

ents : salesmen ,,- ill call on them at their hornes for the pnrpose
of selling l'eS )01Hlenjs products.

4. Fsing, ill nllY manner , a sales plan. telephone solicitation
plan , scheme OJ' deyice ,yherein fabe, misleading OJ' clecepti\-
statements 01' representations are made in order to obtain )2a(ls
01' prospects for the sale of carpeting, carpet pad(1ing: floor
co\- C'rinp:s , or other merchandise or services.

5. Hepl'cscnting, directly or by implication , that respondents

operate 01' do busine::s as an exciusjye frallchi::ee oJ , or e.:dllSiye
salei: ontlet for, rhe manufacturer of carpeting nncl carpet
padding; 01' misl-eprcscnting, in any manner, the natUl' : ::cope

or cllfracter of rfsponclcnls : business.
G. nepre ntiJlg directly or by impJic'ntion, th"t (',upe,ting and

carpet paclding sold by respondents haTe ueell cleYl'loped excill-
si1'e1y for their ales operations through a special rnanufacturing
process U)- their franchising mnmd'acturer , or thai: snch C!ll'pCL-

ing or ('arvet, pad(tng \yas cleyelopecl by tlw 211tllud'al' l1rer
the.reoJ exdllsin J)- -for commercial llse to be sold only to estab-
1ishmcnts sllcll ,E hotels motels, C'flsinos, resL1urants, an(l
thentcrs , 0.1' that Stich carp( ting and carpet pndc1ing are o-f COll-
merci,d gl';lck and quality.

i. Hepre,sell1ing: directly or by illlPlication, that rC2ponclents

carpeting an(l carpet padding are being oiIerecl fo1' snk , or soJd

f(w the ilrst limo to hOmeOlYllerS for resiclelltiul use; or misl'ep-

l'eSelltjJJg in ,my nwnner, the length 01' time I'espollclenls carpel-
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lug or eaqwt padding has becn odered for sale or sold to

homeowners.
S. Representing, directly or by implication , thnt. the home,s of

prospecti,-c pUl'chasel's have becn spec.ially selected to be used
as test homes for the insta,llation of respondents carpeting and
eal'prJ, padding or that there-after they ,yill be used for demon-
stration or ad n rtjsing purposes.

D. Hepresenting: directly or by illplicatioll that reductions

or discounts frolH responc1cnts rcgnlar or usua.l selling prices

are, contingent. upon pure-hasel's signing a contract during the
initial yisit. by respondents : salesmen , 01' upon purchasers agree-
ing to allmy their nflHles or homes to be used by respondents for
f1(l\-e.rtising or prolnotional purposes; or misrepresenting, in any
Jnanner, that resp()ndents 01-1er of products is 1imitecl as to time
or in any oth( r mH111el' , l1n1e5s such limitations fixe, in fact

imposed ancl in good faith adhered to.
10. Hcpresenting: dil'ectly or by implication , that any price

for respcmdent.s : carpet.ing, carpet padding, or for the installa-
tion thereof, or othe,j' merchandise or seryices is a special or

reduced price, unlesi3 such price con::til:ltes a signiilcant reduc-
tion from the price, at ,yhieh such lnerchandise or seryices have
been soleL or oiierecl for sale by the respondents for a. reasonably
ubsta.JJtial period 01' time in the l'ecent regular c.ourse of their

business.
11. Representing, diredl)' or by impJication, tha,t carpeting

or carpet pae1ding, of like gratle and quality as that soJd 

respondents, is not. available to purchasers through normal
re,(ail olltJe.ts.

1:2. Repre,sentjng directly or by implicfltion , that respondents
ca.rpeting will not fade mat., snag heels, attract dirt or dust

generate static electricity, or show stains as other carpeting of
like grae1t a.nd quality; or misrepresenting, in any ma.nner

1he quality :feature,s or characteristics of products sold by
re.spondents.

lB. Representing, c1il'eetly or by implication, that any of

respondents ' carpeting, carpet pa.delillg Ol' othe1' products or
instalJalions thereof, are gua.ranteed, unless the true nature

exlent. and duration of the gmlra.ntee , the iclentity of the guaran-
tor, and the marmerin ,yhich the gua.rantor )"i11 perfonl1 there-
under arc dearly and conspicuousl ;: disclosed in inl1nedirLte

conjunction thc.rel',ith: or making any direct or implied repre-
sentation thflt any of respondents' products arc guaranteed
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unless in earh 1115t(111C8 a )"rittcn gllarantec is given to the pur-
chaser, containing provisions fully cqni,'alcllt to those contained
in such representations , and unless respondents promptly flllfil1
an of their obligations uncler the terms of such gUi1l'antec.

14. Hepl'E'Sent1ng. directly 01' by implication , that responc1c,nts

carpeting is cut, to fit t.he purchaser s homc aIter the sa,1e thereof
and before the cnrpeting is deli \"crec1 to the purchascr s hom8
for installation.

15. Heprescnting, clirectly or by implication , that carpeting of
t.he type sold hy respondents is sold only by the unit, and not
by the sqmll'c yard: 01' misrcpresenting, ill any manner , methods
used by l'espol1(ll'llts in the mCHSll' ement of pnrchasers ' homes
for carpeting and carpet padding or the illstal)ation thereof. or
in determining respondents : selling prices as based npon snch
measurements.

16. J, aiJing t.o disclose that responden1:s carpeting a,ncl carpet
pflclc1ing an: solcl b - the sqwlle yard , and i-he selling pl'ice per
sqnare yard of sneh products.

17. Repre5enting, rectly or by imp1icntion that the price

charged 1m,' rcsponc1e,llts: earpeting etlrpet padding, and the
installation thereof. are lower than those eharged by their com-
petitors for products of like grftde and ql1ftlity and lor like
installation nn1e:35 respondents : prices are , in faet, snbstalJt,ially
10\"\21' than tho e charged for such proc1uc ts and services in the
trade arcn during the SaIne period of time , by their competitol'

for simila.r proc1nct and the installation thereof.
18. :Failing to maintain adequate, recorcls (a) ,yhich disc.lo

the f8ets npon \yhich any sayings c1aims including former

pricing c1nims and compaJ'ati ve yalne claims , and similar repre-
sentat.ions of rhe type described in Paragraphs 10 anclli of this
order al' based : flnd (b) from which the validity of any s8xings
claims , including' fonnel' pricjng' claims and c:ornpflrati,' e value
c1aims , and simi1:l' representations of the t.ype described ill
Paragraphs 10 an(lli of this orclex cnn be determined.

lD. Hepresenting, directly or by implication , that respondents
ea.rpeting and ea 1'pet pacldillg have any performance character-
istics, or are superior in quality or perfol'mnnce to other prod-
llcts , unless each 11C.h cha.racteristic )"as fully and cOlnpletely
substantia reel by competent sc:ientific tests : the rC'3uHs of which
nre in )"riting and aTHiJnblc for inspection: and the basis of

comparison is clearly and specifiealJy stated : and the compnrison
is oased on identical conditions of use.
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20. Failing to clearly and conspicuous)y incorporate the fol-

lowing statement on the face of all sales contracts, promissory
notes or other evidence of indehtedness execnted by or on beha1f
of respondents : customers:

NOTICE

Any hold!'r tal es tl1is instrument snlJjecL to tl1e terms and cOlHliions of the
contract wbich gave rise to the debt evidenced l1en by not' ithsWnc!illg flny
contractual proYisions or otber agreement to the contran'

21. Contracting for any s , ,yhether in the form of trade
aceeptancc, conditional sales contract , promissory note , or other-
wise , ,yhich shall become binding 011 the buyer , prior to midnight
of the third day, exc.udillg Sundays Hnd legal holidays, after

the date of execution.

22. Failing 10 disclose ol'ally, prior to the time of sale and in
,yriting on any trade acceptance: eonc1itional sales contract

promi sory note or other instrument e,xecnted by the buyer , with
such eOllspicl1onsness and clarity as is likely to he observed and
rend by snch buyer , t.hat the buyer ma,y resc.ind or cancel the
sale by directing or mailing il notice of cancellation to respond-
8nts address prior to mil1night of the third clay, excluding Sun-
cla,ys and legal hoJiclays j after the date of the salc. TTpon such
cancel1ation , the bllrc1en shall be on respondents to return allY
paymcnts reeci d frmH the buyer.

mL Failing to provide a separate and c.lear1y underst.andable

form whieh the buyer may USE', as a notice of cancellation.
2-:. Xegotiahng nny tr;lde a('c ptance , condirional ales COll-

tract, promissory note , or other instrumcnt of inclebtec1ness to II

finllJCe company or other third part:\ , prior to midnight of the
fift.h (by, excluding Snnc1nys 8nd leg ll holidays , aHel' the, date
of c2cn1tion by the buyer.

25. Fniling, in any transa.ction , to deby the performance and
the cnusing or permitting of performance of any of the follo\y-
ing actions, until the cancellation period has expired ancl

respondents have reasonably satisfied themselyes that no cus-
tomer to the transl1ction has exerci cc1 his right of canc.ellation:

a. Making any physical changes in the property of the
enstomer;

b. Performing any ,york 01' service for the cllstomer: or
e. :Making any de.liycries to the residence of the, cllstomer.

Pi'01;idecl , ho'We'veT That not.hing contained jn Part 1 of this order

shall relieve respondents of l1Y ac1clitionn.l obligations respecting
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contracts required by federal law or the law of the state in which

the contract is I1fHle. ,Vhen sllch obEgations are inconsist.ent , respond-
ents can apply to the Commission for re1id from this provision ,yith
respect to contracts exeenteel in the state in ,yhieh sueh di.fferent
oblic:ntions f)xe reqnire.l. The Commission, upon proper showing,
slwl1 mali: such moclificfltions as may be ,'\;1Tante(l in the premises.

It is .hrdheT orderEd Thflt respondents Km:tom Entmprises , Inc.
:111(1 :JIarketing Enterprises , Inr.. corporarions, fl1c1 their su('re son:
f\lHl as:Jigns, and their oIrcers, and Joseph _A.. Pac1illn , Thomas l\J.
Roth , ancl 5he1'1'i Hoth lnc1iyic1l1ally flwl as oiliccrs of the respondent
IZm:tom Enterprises , Inc., and Eugene De\Vitt and Julian Chaycz
.inc1iyjc1nally i1Jld f'. S offcers of the respondent. :Marketing Entcrprises
Inc. , and respondents ' agents, l'epr8spntari'ies and elnployces, directly
or through any corporate or other device, in connection ,lith any
extension of consumer ('re.dit or an ' aclyertisement to nid , assist or
prornote , c1ircct1:v or indireetJy, any extension of consumer crec1it
ns ;;consumer crec1if ancl " nclvertisemenr:' are defined in Rep'nlf1tion

Z (1' CFR 8226) of the Tmth in Lending Act (Pub.L. 90-321 , 15

C. 1601 et 8eq.

), 

do forthwith ('e. flse flncl desist from:
1. Failing to make nn c1isclosnres rcqnired to be made b

Section 22, 8 of Hegl11ntion Z , as required there,hy.
2. Failing, ill any conSllmer credit trnnsHction in which 

ecnrity intercst isor ,,,ill be retflincc1 or acquired jn real prop-
erty, )"hic.h is use.dor is expected to be used as t.he principal
residence of the customer, to provide each customer , who has
the right to resejnd that transaction pursuant. to the provisions

of Section 226.9(a) of Heguhtion Z, with copjes of the notice

of right to rescind , in the, number , manner and form pre cribed
in Sections 226.9(b) and S26.9(f) of Regulation Z , as required
by Seption 226.9 (b) thereof.

3. Failing, in any eonsumer eredit t.ransf1ction in which 
security intere t is or will be retained or acquirecl in real prop-

erty, )"hich is to be used oris expecte-d to be llsec1 as the princlpal
residenc.e of the eustomer, to delay the, performfllce and the
call ing or permitting of ped'ormancc of any of the fol1owing

actions until the rescission period has expired and I'c-sponc1ents

haY8 reasonably sf\tisi-ec1 thernselve.s that no ellstomer to the
tnmsaction has exercised his right of rescission:
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a. :Jlaking any physical changes in the property of the
customer;

b. Performing any work or service for the cu toller; or

c. IHkjng any de1i,"eries to the residence of the cust.omer
if the creditor has retaineeJ or ,"ViJl acquire n. security interest
other than one arising by operation of law , except as pro-
vided in Section 22G.9(e) of Re.gu1ation Z , in instances where
the customer moc1ifies or ,yaiycs his right. t.o rescind, as

required by Sect ion 226. (c) of Regulation Z.

4. Failing, in any consumer credit transaction or ac1Yerti

ment , to make all disclosures , c1etennined in accordance \ylth
Sections 226.4 and 226.5 of Regulation Z in the manner , forll
and amount refJuirer1 by Sections 226. , 226. 226. and 22G.

of Rcgulatjon Z.

It is fnl'lwJ' oTrleTrxl, Thn.1 respondents I\:us10m Enterprises , Inc.
a corporation : nnd its Sllcce sors and flssig11S , :111(1 .Joseph .A.. Paclilb
Thomfls I. Hoth , and Sherri Roth , individuallY find as offcers of
said corporation , :1n(l respondents Jlarketing Enterprises, Inc. , a
corporation , anel its sncC'e ol'S md 8.s-;igns , and Eugene De\Vitt and
hllinn Chavez , indiyidually ane! as ofEcel's of sf!id corpO'rntion , flHl
respondents' agents, representat1'i' , and employees, directly or

through any c.orpor lte 01' other (1(','ice , in connection l\)t11 the sa1e
ofrering for sale : advertising, deliyery. trnnsportation, or cnl1s1l1g to

be transpoTtec1, after shipment in cormnercc, of any text le fiber

product, ,vhether in i1s original state or conbtined in ot11er te.xtile
fiber products , as the terms ;; COlImCl'C8 " and (( te, tile ijber pl'oc1ucf'

are deIinedin the Textile, Fiber Products Ic1entiiic,ltion Act: do forth-
,yith cease and dC5i:.t from:

1. :\lisbranding textile fiber products by J8.i1ing to stfunp, tng,
labe1 or othenyise identify snell products as to ench element of
information requirer! to be disc1osec1 by Section 'l(b) of the
Textile Fibrl' Products I clrntificfltion Act, in II dellI', legib1e
and conspi cnous mnnner , as to:

a. '1118 true generic nnme, of Hwfibers present:
b. The pen'entflge of each fiber present , by ,, eip:ht , in tllC

total fiber content, of said textll( fiber pl'0c111d , exclusive of
ornamentfltion , not E',x('('eding fiye (3) per centlin by ''Icight
(d the total fiber content.

f,;j
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c. The name , or other identific 1tion issued and registered
by the Commission , of the manufacturer of the textile fiber
products.

Q. Fnlsely and rleceptively nc1vertising fiber products by:
a. laking any repl'esenbtion by disclosure or by implica-

tion , as to fiber content of any textile fiber product in any
1'-ritten advertisement ,yhich is used to aid , promote, or
r\. sist, rlirectly or illclirec.ly, in the Bille, or offering for sale
of such textile ftber product , unless the same information
required to be sholYJl on the stalnp, tng, labej , or other menns
of ic1entiAcat.ion ullder Sections 4(b) (1) and (2) of the
TextiJe FibeT Products Identification Act. is cont-ninecl in
the said advertisement : except that the pe-rce-ntagcs of the

fibers pre ent in the textile fiber product need not be stated.
b. Using a, fiLe.r trademark -in adve.rtising t.extile fiber

protluc.s containing only one fiber , without snch fiLer trade-
ma.rk appun,ring at least OJlce in the- advertisement, in im-
mediate proximity fll1cl conjunction with the generic mllne
of the fiber, in plainly legible and conspicuous type.

It is further OTC(e?' ed. That the respondents shall forthwitl1 dis-
trilmte a. copy of this orc1e.r to each of their respective operating
di visions.

1 t is further onlC1' That respondents deliver a copy of this order
to cease and (lesist to all prese.nt and future personnel of respond-
ents engaged in the offering for sale, or sale, of any product, or in
t 110 consnmmation of any extension of consumer credit, or in any
aspect. of preparation , creation, or pla,cing of advertising, and that
respondents seCllre a signed statement acknowledging receipt of saiel
ardor from each such person.

It ,is further onlC1' That respondents notify the Commission at
least thirty (30) days prior to any proposed change in any of the
c.orporat.e respondents s11ch as dissolution , assignment or sale result-
ing in the emergence of a successor corporation , the creation or dis-
ollltion of subsidiaries or any other cha,nge in the corporations , or a.ny
of them , which miLY affect compliance ob1igations a.rising out of this
order.

I t ,is fw,thm' o'ldered That the respondents herein shall , within
sixty (60) days after sei'vice npon them of this order, file with the
Commission a report in writing setting forth in detail the manner
and form in 

Thich they have complied with this order.
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Ix TllE IATTEn OF'

TAMES P. SPRATT , ET AL. Dm"G BeSI""SS AS CREDIT
AR11A GEns, ET AL.

COXSEXT OImEI:j ETC, I"!' HEG \RD TO THE .ALLEGED VIOLJ..TIOX OF THE
FEDEIUL TiL\.DE co::nnSSION AND THE THrTI-I IX LEXDI);G ACTS

COliplaint

, .

J(/n. JD"f'?-- Drci.\ir)J

, .

Jr!J. 2;), 19,2

lil'iJ1K t\YO Jln' Yf'pOl' t, La. , O)1Enltur,; of r1!?bt consolidfltion
:ense faiJing t r) r1isln1lse In' OJ)J1tl to crediton; any money
(.:ie:Jts, misn' j)u' :'E'nting tht, eflc:lc:- of their seryice in c1efli-
or;,, l111el biEn :; to contact ("rl'clito; " tll f\tu mpt spttlemcnt;
;0 \'iol:1 u'cl the Truth in Lending .\ct b:- !ililing to mnke dis-
()rdnnce ,-,ith Regulation Z of s;,id ,\ct.

CO::\rPI.AIXT

0 provisions of the Feclera1 Trade COlnrnission Act
the al1thOl'jty vested in it by said Act , the Federal

-', "Hv ""'Jlllll11:JulOD , having reason to believe that .Tennes P. Spratt
and l-1arry P. Scroggins, in(hvjclua1J:v trading and doing business
,-lS Credit Al'H, ngers , Cre(ht Anangers , Inc. , and Credit Arrangel'
of Jefiel'son , Inc.. , hereinafter referred to as respondents, have vio
1atNl the pl'ovisions of said A. , and it appearing to the Commission
t1ll.t a proceeding by it in respect thereof \\Could be in the pub1ic
interest, hereby issues its complaint, stating Hs charges in sneh
respec.t in Count. I hereof.

\Jso pl1l'snant to the provisions of the Truth in Lending Act (15
IT. C. SIGOl et seq.

), 

and the implementing Begulation Z promul-

ga.ted thereunder, cfI'cc1-jye July 1 , 1989 , the Commission having rea-
son to beJiove that the responc1e,nts have viohted the said act of
Congress , and it appearing to the Conunission that a proceeding by
it in respect thereof ,yould be in the public interest, the Commission
issues this its complaint stating its charges in such respect in Count
JI hereof.

COuNT I

Chflrge Under Federal Trade Commission Act

\BAGRAPI- 1. James P. Spratt and IIa,rry P. Scroggins formulate

direct. and eontl'ol , and ha.ve cooperated a.nd acte.d together in the
pe.donnance of the nets and practices of the b1lsiness which they
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haTe condncted and are conducting under the names of Credit

Arrangers , and/or Credit Arrangers, Inc. , and/or Crcdit Arrangers.
of Jefferson, Inc. , including the acts and practices here.ilwfter set
fori h. The offce address of H'llTY 1' Scroggins is 2317 Vetel'ans
l-IigJnn1Y, Kenner , Louisiana. The offce. address of James P. Spratt
is Snjte 10:2 , 3109 J..Jexancler Street, Shreveport, Louisiana.

PAR. 2. That although James P. Spratt and :Harry P. Scroggins
repl'c::ented that they have incorporated their said business in the
State of Louisiana before a otary l) llblic in an act of incorporation
snch business has not been recognizcd mul a chaTter issued as a
corporfttion by the Secl'etary of State of Louisiana.

\T. 3. Hespollclents are, now, and for some time last past have
been engaged in the nchertising, oftering for sale and sale to the
public of it service whereby respondents distribute a portion of the
income of their cJients to their c1ients' creditors for a fee or seITicc
charge.

ln. "1. In the COllr e Hnd conduct of their business , respondents
nm\" sell , and for ome time last past. have sold thelr said sen"ice to
purchasers thereof Jocated in the States of Louisiana , and Tesas , and
maintain, and at all times mentioned herein, have maintained, a
substantial ('(111'38 of tracle ill said service in commerce, as " com-
merce :' i ; defined in the Federal Trade Commission Act.

n. ;J. In the com'se and conduct of their business and for thc
purpose 01' inducing' the purc,hase of their service , respondents and
their agents 1,elv8 made certain sta.tements and representations )"lth
respect thereto ancl nc1vertisements appearing on radio prognlms of
intE'l'strlte tnlnsmissiOll.

Typical and illu tratjYe of such statements and rcpresentations

but not all incll1sin the.l'E'of : are the following:
RIGHT XO\i" TIIOrSA:\DS OF PEOPLE AROC:\D THE C01;XTHY ARE
OCT OF DEBT BEC'\ rSE OF :\L\KIXl::: A SL\-GLE PHOXE C,\LL TO
CHEIJIT c\TIRA:\GEHS c\T SGD :2.'31.

CREDiT .\RIL-I.:\" GEHS ,YILL T,\.KE OYER ALL OF yorn BILLS. PAST
Dt"E on ::'-CH'. c\:\D :\U..KE ,,\LL THE .\RRA:XGEJIEXTS ,YITI- YOUI-
CHEDTTORS.

o :\IOHE ROBBI?\G PETEH TO PAY 1'.-\l:L

, :\'

LEEPLESS XJGHTS .-\XD
E:\lIL\HRA SIXG PTIO?\E C.\LLS.
IF YOT" IL-.. \"E ,,\ SIXCERE DESIRE TO GET OtIT OF DEBT. C\LL CREDIT
AHILL'\GERS c \T S\'iD-

~~~~

PAn. G. By rmc1 through the use of the aforementioned statelnents
anc1 representations , ancl others of similar i1nport and meaning not
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specific-any set out herein , respondents represent directly or by impli-
cation , that:

1. Hespondents would receive monthly p LY1nents from the clients

and npon receipt thereof , would promptly make payments to the
crl'tlitol's.

2. Hesponc1ents ,yould contact the creditors and make agreements
with ,them to reduce the monthly payments due t.o the creditor.

3. Responde,nts will consolidate the debt. of their clients to their
clients ' c.reditors , or financially aSSIst 01' arrange for financial assist-
unce in the payment of sllch debts; and

4. He.spondents : clients "d1l be assured of delay, restraint or other
forhearance on the part of all the creditors of said clients in effecting
or attempting to effect collection of debts owed them by sa.id clients.

,j. 

The respondents ,youJd seek out and contact each m'editor and
make fl, bona. Rde e-ftort to include each particu1ar creditor in a debt
cOl1solidation arrangement.

'\R. 7. In truth and in fact:
1. l\e.sponclents have not promptly made payments to creditors

but rather h,u"e retained the money, a,nd despite Illlme, rOllS dema,ncls

by clients , refuse to pay the creditors or return the money to clients.
, In Hlany cases the creditors have not been contacted and no

attempt 1m:: been ma,c1e to l'ec1ucc the amount of the monthly
pflyments.

n. In JnallY eases re-spondents did not consolidate the debts of the

clients to their clients ' creditors , or financially assist or arrange for
fiwllcio.. assistance in the paym(,:nt of such debts. Hespondents have
acted soleJy as an agent some-times di:;tributing the monies of theil'
c1ients as their clients Ina)' supply t.hem this money, for which serv-
ice respondents co1Jer.t a fee.

+. Respondents ha H', not been succP.ssIul in obtaining delay:
restra1nt or other forbearance on the part of the creditors of their

said clients in many instance-so

5. Respondents , in lrlftny cases, haye neither contacted an creditors
nor atternptec1 to inc1ude them in a, debt consolidation agreement.

Therefore , the statements and representations relencd to in Pa.nl-
gra phs Fi vc and Six ,yere a,nd arc exagge,rated , false , misleading and
dcccpti ye.

P.uL S. In the conduct of ,their business. at all times mentioned
hereil1 1l:3pondpnt3 have been in substantial competition , in com-

merce

, ,\

'ith corporations , iinns and individuals in the. ale af service

of the same general kind and nat.nJ'e as that sold by respondents.
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PAR. 9. The use by respondents of the aforesaid exaggerflt.ed
false , misleading and c1cc.cptiye stateme,nts and representations has
had , a.ncl now has , the capacity and tendency to mislead membe.rs of
the purchasing public into the errone-ons and mistaken belief that
said st.atements nud representations were and a.re true and into the
pnrchase of respondents ' service by reason of said crroneous and
mistaken belief.

\H. 10. The aforesaid Rets and practices of respondents , as herein
alleged, were and are all to the prejudice and injury of the public
and 01 respondcnts compe.titors a,nc1 constituted, and nOlI' constitute
unfair methods of competition ill commerce, and unfair find c1ecept;'
acts and practices in commerce, in violation of Section 5 01 the

Federal Trade Commission Act.

COuXT II

The Charge Lnclel' The Trnth In Lending \ct

FIR. 1. to 3. As Paragmphs One to Three, incll1siye, of Count 
of this complaint the Commission hereby incorporHtes Pflrflgraphs
One to Three , inclll iYe , or Count I to precisely the s,une extent as

if each and all of them ,ycre set forth in full and repented in e:\tr llSO

in this count.

\n. 4. 1n the ordinar ' course i11d conchlct of their bnsines.'O as

a.fol'estlid , l'espondents fll'range, and for some time bst pflst regularly
haye fllTnngE'1 , for the c,xtellsion of consumer credit. flS " consumer
credit" is defined in Regulntion Z , the implementing l'eg1.11ntioll of

the Trnth in Lending \J. , c1uly proHlnlg8ted by the Board of GOY-

Cl'llors of the Federall-1eselye System.
\J:. ;). That respondent has ia1led to comply with the Truth ill

LC'1H1ing' - \ct. (1;3 l SC S lGOl et serj.), and the implementing Hegll-
Jation Z pl'Oll11!g8tecl thereunder , specificfLlly, by not. making any
disclosul'e reqwred uy saiel Ja,\' , flncl not providing printed forms
necessary in making such disc1osnres.

\It. G. That pursuant to Section 1C):j (q) of the Truth in Lending
\ct, resp011clents ' nfon saicl failurcs to comply ,yith the provisions
of Hegulation Z cOllstitute yiolations of that Act and Imrsuflnt to
Sectioll 108 thereof, respol1clents theJ'eby yiolaled the Federal Trade
COlllnissioll A,-ct.

DEClSIOX .'\:,1) ORDER

The Frdl'ral Trade Commission haying initiated illl in\"estigatiol1
cf cerLlin acts and practices of 1he respondcllts nalned in rhe capLan
hel'coJ, and the respondents ha \- ing been furnished thcrcafter ,yirl1
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fl eopy 0 'ompla.int whjch ,t11p ew Orlea.ns HegionaJ Offceproposec to the Commission for it.s consic1e-ration and
"hich, i. he Commission , \Voulcl charge respondents withiolat10r :el'al Trade Commission Act and the Truth in
Lending C. Section IGOI et SUj. and the implementingregubtic )mulgatec1 thereunder; a.nd
The l' ,nel counsel for the Commission having thore-tdtcl' exc ' cement containing a consent order, an admissionby the J Jf a1l the jurisc1ict,ional facts set forth in theaforesai( )llpIa1ut, a. statement that the signing of saidagl'€emcr lcment purp92es only and does not constitute anadmissio- :lents that the law lul.s been violated as aJlegec1

in such ( JCI wai'lers and other provisions fiS required bythe, Com es; andThee having thereafter considered tl18 matter and
haying d lat it hn(ll'ea-son to bclicyc that the responcknts
hn1'e viol :1 Act2 , and that complaint-should issue stating
its chal'g 5pect, and haying' there,upon accepted thc exe-cuted COl lent and placed such agre.ement on t.11e public
rec-orc1 fc ,f tllirty (1JO) days no\', - in further confonnitywith the ))'escribec1 in Sect.ion :2. 34(b) of its rules, theCOlnmiss 3S11es its compb.int: makes the follo\Ylng juris-dictional cl enters the following order:

1. Respondents ,Janws .P. Spratt find IIan,\ P. Scrogg1ns are
indi' l'icluftJs , trading and doing business as Credit Arrangers , Credit
\.l'l'llgers. Inc. , and Credit _\.l'lHngers of , TefT'ers0I1 : Jnc, Their Pl'llj-

c1pal plnces of business are located at :n09 Alexander Street , Shl'en
port , Lou1siana and :2317 Veterans 1-ligh\yay. 1\enn61' , Louisiana.

2. ThE Fc del'al TracIe C,ommlssion has jurisdiction of the snbject
mntter of this proceeding ar:c1 of t.he. respondents : and t.118 pl'oc( ec1-

ing is in the pnblic. interest.

OlmEI-

it 18 ordered That re::.ponc1e,nts .Jnmos P. Spr2!tt and I-Tnrry P.
Scroggins , inc1i"i'ic1u,-lll:, : tnHtillg and doing t.mfinl'ss a Ctech;:
)u'langt'rs , Credir, Ar:.' angel's , Jnco , and Credit Arnlllg('l'S of JetlE':"'

.s()ll Inc. or uncleI' any oCher name , fUlCl l'espondents agents l'epre-
spnta.ti, es and employees , sncces ors and il signs , cbrcctly OJ' throllgh
any eorpOl' ate or othe,r deyice , inconnectioH ,yjtl1 the conduct of any
business for the assisting- 01 clehtors: or any other bU5iJlcss, in com-
merce, HS ': eommerce : is defined in the Pcderal Trade Commission
.Jd, do fortlm-ith C8:l,Se flncl desi.st from:
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1. FaiJing to disburse promptly to creditors any money re-
cCIFed from clients, less charges permitted by applicable Jaw
anc1/or contract.

2. Representing, directly or by implication , that their clients

,yill be ass11lccl of delay, restrflint or other forbearance on the

part of a11 the creditors of saiel c1ients ill effecting, or attempting
to eft'ect, eol1ection of debts owed thcm by said chents , or mjsrcp
resenting' , dircctly or by implicaUon , their e11cacy in providing
for , obta.ining de1ny, restraint or other forbeara.nce on t118 part
of the el'cdii/ors of their clients in effecting, or aN:.empting to
etIect, collection of debts o\wd them by said clientB.

3. Heprese.nring, directly or by implication, that they will C011-

solidnte the debts of t.heir clients t.o their clients ' creditors , or

financia.1y assist or a.rrange for financial assistance in the pllY-

ment of snch debts; P1'ovided 1101L'e

'("'

That it shall be a defense
in any enforcement proceeding hermmcler that. respondents have
act.ta11y made a bona fide attempt to consolidate the debts or
have financially assiste, , or arnmgec1 for the finandal assistance
in the payment of snch debts.

4. Failure to contact creditors to attempt to effect a debt con-

solidation agreement: and to make clear to the c1ient orally and
in writing .that the cn clitor may not agree to any debt pooling
arrangclnent proposed.

5, iisrepl'esentillg in any manner the kind or character of
the services they render.

6. :Misrepresenting themse-lves to be, incorporat.ed.

It is fltJ'ther myle1' That respondents .James P. Spratt and
IIfll'ry P. Scroggins , individually, trading and doing business as
Credit Arrangers , Credit Arrangers , Inc. , and Credit Arrangers of
J ei1'erson , Inc. , or uncleI' any other name , and I'cspondents ' agents
represenbJ.ives and employees , directly or through any eorporate or
other device in connection with ltny extension or arrangement for
t he extension of consumer (Tec1it , or my advertisement to aid , pTO
mote or assist : directly or indirect1y, any extension of consumer credit
ns " consmne,r credit" and ::advertiseJnent" are defined in Hegulation
Z (12 CFR 8226) of the Truth in Lending Act (Pllb.L. 90-321 , 1:,

l7Se Hi01 et &eg.

), 

do forthwith cease and desist from:
Failing, in any consnmer eredit transacti.on or advertisement

to make all disclosures, dotermined in accoTdance , with Sections
226.4 and 226.5 of Regulation Z, in the manner, form and
amount required by Sections 226. , 2213. , 226. , 22G.9 and 226.
of Regulation Z.
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It i8 furlhe1' ordel'eel That the respondents herein shall forthwith

deliver a copy of this order to cease and desist to all present and
future salesmen or other pBrsons engaged in the sale of respondents
merchandise, products or services, and shal1 secure from each such
salesman or other person a signed statement acknowledging reeeipt
of said order.

It i8 fu'dhe1' ordered Tlwt the respondents shall notify the Com-
mission within thirty (30) days prior to any change in t.his business
organization such HS dissolution : assignment, incorporation or sale
resulting in the emergence of a Sllccessor corporation or partnership
or any other change ,..hich may a.fTect compliance obligations arising
out of this order.

1 t is further onlerecl That the respondents herein shall, within

sixty (60) days ai'er serviee upon them of t.his order , file with the
Commission a report in wTiting setting forth in detail the manner
and form ill which they have complied with this order.

Ix THE :MATTER OF

,VEST POI"T CHL'iCHILLAS , INC. , ET AL.

CONEF.XT ORDEl:, ETC. , IX REG.\RD TO THE ALLEGED VlOL\TIOX OF THE

FEDEI:"\L THADE CO:UJHISSION AXD TI-IE THUTH I),T LENDING ACTS

j)(iclLct C-21-1J. COiJplui111. Pcb, J. 19"f2-DccisiolJ. Fe/). 3. 1.9i2

('011;;(:)lt oHler requiring ..\kr01l. Ohio. ellers :\THl (\i. tl'ibntors of chine-hillu 1.reec1-

illg !'wd;: to (:f'ilSe m;IJ;:)li! e"'ag :(,J':ltl'1 pl'ofit claim" . !'"'ng-g-ernting- the nlll1-

11('1' of Jjq:: offspring lIroclul:ed , d('('pptjyel

' ,

2:nilJ'flnteeing their stock, awl

making ocher nnfnir l'E'pl'pRentntiol1": eneh ('ontraci i.o: also required to ('011-

t:;ill a t1J1'('' day" (',I11Ct'lfltioll lH'o,- isinIl fIJ(l a notice thnt fillY note llil ' lw

negntinif'd to thil'l p:ll"t . TIe:-polJfle1lt:- nre al:3o l'eq;1i1'e(1 to l1f'e in their
('0118nm(;1' credit transadions the tl' rmf' pn_ sClilwd by Hegulation Z of tll(
T1' uth in Lendinf. Act.

CO::IPL_\I);T

Pursuant to the provisions of the :Federal Trade Commission Act
and of the Truth In Lending Act and by virt.lleof the authority

ted in it by said c(s: the Fl:deral Tr8c1e Commission, haying

l'ea::on to bc!ie\'c. tlwt ,Yest Point Chinchillas , Inc. , a corporation

and .John ,1. lIeye, l's and Katherine :\leyel's , also 1.nO\\"n as Katherine

Smnrnen- il1e , indirichwlly fllHl as oflicl:rs of aid corporation , herein-

aftpt' l'CfE'T1'e.c to as respol1(lenh , ha\:e yio1atccl the, provisions of said
\cts and it appearing: to the Commission that. a proceeding by :Lin

IS7- S:;- I:::-




