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IN THE MATTER OF
BUSSY ENTERPRISES, INC,, ET AL.

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

Docket C-2656. Complaint, Apr. 22, 1975-Decision, Apr. 22, 1975

Consent order requiring a La Mesa, Calif., mortgage brokerage business, among
other things to cease violating the Truth in Lending Act by failing to disclose to
consumers, in connection with the extension of consumer credit, such
information as required by Regulation Z of the said Act.

Appearances

For the Commission: George J. Gregores.
For the respondents: Pro se.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act;
and of the Truth in Lending Aect, and the implementing regulation
promulgated thereunder, and by virtue of the authority vested in it by
said Acts, the Federal Trade Commission, having reason to believe that
Bussy Enterprises, Inc, a corporation doing business as Valley
Mortgage Service, and Richard F. Bussy, individually and as an officer
of said corporation, hereinafter sometimes referred to as respondents,
have violated the provisions of said Acts, and the implementing
regulation promulgated under the Truth in Lending Aect, and it
appearing to the Commission that a proceeding by it in respect thereof
would be in the public interest, hereby issues its complaint stating its
charges in that respect as follows:

PARAGRAPH 1. Respondent Bussy Enterprises, Inc. is a corporation
organized, existing and doing business under and by virtue of the laws
of the State of California with its principal office and place of business
located at 8341 Lemon Ave., La Mesa, Calif.

Respondent Richard F. Bussy is an individual and officer of the"
corporate respondent. In that capacity, he formulates, directs, and
controls the acts and practices hereinafter set forth. His business
address is the same as that of the corporate respondent.

PAR. 2. Respondents are now, and for some time last past have been
engaged in arranging for the extension of credit through the operation
of a mortgage brokerage business, which generally arranges, for a fee,
for investors to lend money to consumers using real property as
security for the performance of the obligation arising out of the
transaction.
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PAR. 3. In the regular course and conduct of their- business as
aforesaid respondents regularly arrange for the extension of consumer
credlt or offer to extend or arrange for the extension of such credit as

“arrange for the extension of credit” and “consumer credit” are defined
in Section 226.2 of Regulation Z, the implementing regulation of the
Truth in Lending Act, duly promulgated by the Board of Governors of
the Federal Reserve System.

PAR. 4. Subsequent to July 1, 1969, in arranging for such consumer
credit, respondents have failed to comply with the disclosure require-
ments of the Truth in Lending Act as defined and /set forth in
Regulation Z in that respondents have: 1

(a) Failed to make the required disclosures clearly, conspicuously,
and in meaningful sequence, as prescribed by Section 226.6(a) of
Regulation Z.

(b) Failed to retain ev1dence of compliance with the prov1s10ns of
Regulation Z, for a two year period as prescribed by Section 226.6(i) of
Regulation Z.

(c) Failed to provide the borrower with complete consumer credit
cost disclosures before consummation of the transaction, as required by
Section 226.8(a) of Regulation Z.

(d) Failed to set forth the finance charge expressed as an annual
percentage rate, using the term “annual percentage rate,” as prescribed
by Section 226.8(b)(2) of Regulation Z. :

(e) Failed to set forth the number, amount, due dates or periods of
payments scheduled to repay the indebtedness and the sum of such
payments using the term, “total of payments,” and to identify the
amount of any “balloon payment” and state the conditions, if any, under
which a “balloon payment” may be refinanced if not paid when due, as
prescribed by Section 226.8(b)(3) of Regulation Z. '

(f) Failed 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 prescribed by Section 226.8(b)(4) of
Regulation Z.

(g) Failed to disclose and itemize all charges which are included in the
amount of credit extended but which are not part of the finance charge
using the term “amount financed,” as prescribed by Section 226.8(d)(1)
of Regulation Z.

(h) Failed to disclose the broker’s fee as a prepaid finance charge as
required by Section 226.8(e)(1) of Regulation Z, using the term ¢ ‘prepaid
finanee charge,” as prescribed by Section 226.8(d)(2) of Regulation Z.

(i) Failed to disclose and itemize the total amount of the finance
charge using the term “finance charge,” as prescribed by Section
226.8(d)(3) of Regulation Z. E
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PAR. 5. By the aforesaid failure to make disclosures and retain
evidence of compliance, respondents have failed to comply with the
requirements of Regulation Z, the implementing Regulation of the
Truth in Lending Act, duly promulgated by the Board of Governors of
the Federal Reserve System. Pursuant to Section 103(q) of the Truth in
Lending Act, respondents’ aforesaid failure to comply with Regulation
Z constitutes violations of that Aect and, pursuant to Section 108
thereof, respondents have thereby violated the Federal Trade Commis- -
sion Act. '

DECISION 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 Los Angeles Regional Office
proposed to present to the Commission for its consideration and which,
if issued by the Commission, would charge the respondents with
violation of the Federal Trade Commission Act, and of the Truth in
Lending Act and the implementing 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 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
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 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 sixty (60) 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 Bussy Enterprises, Inc. is a corporation organized,
existing and doing business under and by virtue of the laws of the State
of California, with its office and principal place of business located at
8341 Lemon Ave., La Mesa, Calif.

Proposed respondent Richard F. Bussy is an officer of the corporate
respondent. He formulates, directs and controls the policies, acts and
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practices of the corporate respondent. His business-is the same as that
of the corporate respondent.

2. The Federal Trade Commission has Jurlsdlctlon 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 Bussy Enterprises, Inc., a corpora-
tion, its successors and assigns, and its officers, and Richard F. Bussy,
individually and as an officer of said corporation, and respondents’
agents, representatives and employees, directly or through any
corporation, subsidiary, division, or other device, in connection with any
arrangement, offer to arrange, extension or advertisement of consumer
credit, as “consumer credit” and “advertisement” are defined in
Regulation Z (12 CFR §226) of the Truth in Lending Act (Pub.L. 90-
321,15 U.S.C. §1601, et seq.), do forthwith cease and desist from:

1. Failing to make the required disclosures clearly, conspicuously,
and in meaningful sequence, as prescribed by Section 226. 6(a) of
Regulation Z.

2. Failing to provide the borrower with complete consumer credit
cost disclosures before consummation of the transaction, as required by
Section 226.8(a) of Regulation.Z. -

3. Failing to set forth the finance charge expressed as an annual
percentage rate, using the term “annual percentage rate,” as prescribed
by Section 226.8(b)(2) of Regulation Z.

4. Failing to set forth the number, amount, due dates or periods of
payments scheduled to repay the indebtedness and the sum of such
payments using the term, “total of payments,” and to identify the
amount of any “balloon payment” and state the conditions, if any, under
which a “balloon payment” may be refinanced if not paid when due, as
prescribed by Section 226.8(b)(3) of Regulation Z.

5. 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 prescribed by Section 226.8(b)(4) of
Regulation Z.

6. Failing to disclose and itemize all charges which are included in
the amount of credit extended but which are not part of the finance
charge, using the term “amount financed,” as prescribed by Section
226.8(d)(1) of Regulation Z.

7. Failing to disclose the broker’s fee as a prepaid finance charge as
required by Section 226.8(e)(1) of Regulation Z, using the term “prepaid
finance charge,” as prescribed by Section 226.8(d)(2) of Regulation Z.

8. Failing to disclose and itemize the total amount of the finance
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charge using the term “finance charge,” as prescribed by Section
226.8(d)(3) of Regulation Z. ’ :

9. Failing, in any consumer credit transaction to make all disclo-
sures, determined in accordance with Sections 226.4 and 2265 of
Regulation Z, in the manner, form and amount required by Sections
,226.6,226.8, 226.9, and 226.10 of Regulation Z.

It is further ordered, That the respondent corporation shall establish
and maintain a file of copies of relevant executed documents for all
future and post-Jan. 1, 1974, loan transactions, for mspectlon and
review upon request by the Federal Trade Commission for a period of

three years following the date of execution of the documents. Such -

documents shall include copies of the Truth in Lending Disclosure
Form, Promissory Notes, Notice of nght of Rescission, and Escrow
Instructions.

It is further ordered, That respondents deliver a copy of this order to
cease and desist to all present and future personnel of respondents
engaged in the computatlon preparation or execution of consumer
credit documents or in any aspects of preparation, creation, or placing
of advertising, and that respondents secure a signed statement
acknowledging receipt of said order from each person.

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

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

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

PETER SCZERBINSKI 1/ BUDGET SERVICE
COMPANY

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

‘Docket. C-2657.” Complaint, Apr. 22, 1975 - Decision, Apr. 22, 1975

Consent order requiring a Cranston, R.I, moneylender in connection with the
financing of insurance premiums, among other things to cease violating the
Truth in Lending Act by failing to disclose to consumers, in connection with the
extension of consumer credit, such information as required by Regulation Z of
the said Act.

Appeam'rwes

For the Commision: James S. Parker
For the respondents: Pro se.

COMPLAINT

Pursuant to the provisions of the Truth in Lending Act and the
implementing regulation promulgated thereunder, and the Federal
Trade Commission Act, and by virtue of the authority vested in it by
said Acts, the Federal Trade Commission, having reason to believe that
Peter Sczerbinski, an individual trading and doing business as Budget
Service Company, hereinafter referred to as respondent, has violated
the provisions of said Acts and the implementing 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:

PARAGRAPH 1. Respondent Peter Sezerbinski is an individual trading
and doing business as Budget Service Company, with his office and
principal place of business located at 1320 Cranston St., Cranston, R.I.

PAR. 2. Respondent is now, and for some time last past has been,
engaged in the business of lending money to the public in connection
with the financing of insurance premiums.

PAR. 3. In the -ordinary course and conduet of his business as
aforesaid, respondent regularly extends and for some time last past has
regularly extended consumer credit as “consumer credit” is defined in
Regulaton Z, the implementing regulation of the Truth in Lending Act,
duly promulgated by the Board of Governors of the Federal Reserve
System.

PAR. 4. Subsequent to July 1, 1969, respondent in the ordinary course
and conduct of his business as aforesald has caused and is causing to be
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extended consumer credit, as “consumer credit” is defined in Regula-
tion Z, and has caused and is causing customers to execute a binding
combination promissory note and disclosure statement, hereinafter
referred to as the “statement.” Respondent does not provide these
customers with any other consumer credit cost disclosures.

By and through the use of the statement, respondent:

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

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

3. Failed in some instances to disclose the annual percentage rate,
computed in accordance with Section 226.5 of Regulation Z, as required
by Section 226.8(b)(2) of Regulation Z.

4. Failed 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. ‘

5. Provided additional information which misleads or confuses the
customer or obscures or detracts attention from the information
required to be disclosed by Regulation Z, in violation of Section 226.6(c)
of Regulation Z. »

6. Failed to make the disclosures required by Section 226.8 of
Regulation Z clearly, conspicuously and in a meaningful sequence, as
required by Section 226.6(a) of Regulation Z.

PAR. 5. Pursuant to Section 103(q) of the Truth in Lending Act,
‘respondent’s aforesaid failures to comply with the provisions of
Regulation Z constitute violations of that Act and, pursuant to Section
108 thereof, respondent has thereby violated the Federal Trade
Commission Act. ‘ '

DECISION AND 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 Boston Regional Office proposed
to present to the Commission for its consideration and which, if issued
by the Commission, would charge respondent with violation of the
Truth in Lending Act and the implementing regulation promulgated
thereunder and violation of the Federal Trade Commission Act; and
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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 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 Commnsmns
rules; and

The Commission having thereafter c0n51dered the matter and having
determined that it had reason to believe that the respondent has
violated the said Acts, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agireement on the publie record for
a period of sixty (60) 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 Peter Sczerbinski is an individual trading and doing
business as Budget Service Company, with his office and principal
place of business located at 1320 Cranston St., Providence, R.1.

2. The Federal Trade Commission has Jl]l'lSdlCthl’l of the subject
matter of this proceeding and of the respondent, and the proceedmg is
in the publlc interest.

ORDER

It is ordered, That respondent Peter Sczerbinski, an individual
trading and doing buiness as Budget Service Company, or under any
other name or names, his successors and assigns, and respondent’s
agents, representatives, and employees, directly or through any
corporation, subsidiary, division or other device, in connection with any
extension of consumer credit or 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 U.S.C. 1601, et seq.), do
forthwith cease and desist from:

1. Faijling to use the term ¢ unpald balance of cash price” to describe
the difference between the cash price and the total downpayment, as
required by Section 226.8(c)(3) of Regulation Z.

2. Failing to disclose the sum of the cash price, all charges which are
included in the amount financed but which are not part of the finance
charge, and the finance charge, and to describe that sum as the
“deferred payment price” as required by Section 226.8(c)8)(ii) of
Regulation Z.
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3. Failing to disclose the annual percentage rate, computed in
accordance with Section 226.5 of Reg'ulatlon Z, as required by Section
226.8(b)(2) of Regulation Z.

4. 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(b)(2) of Regulation Z.

5. Stating, utilizing or placing any additional information in
conjunction with the disclosures required to be made by Regulation Z,
- which information misleads, confuses, contradicts, obscures or detracts
attention from disclosure of information required to be disclosed by
Regulation Z, in violation of Section 226.6(c) of Regulation Z. -

6. Failing, to make all disclosures required by Regulation Z clearly,
conspicuously, and in meaningful sequence, as required by Section
226.6(a) of Regulation Z.

7. Failing, in any consumer eredit transaction or advertisement, to
make all disclosures, determined in accordance with Sections 2264,
226.5 of Regulation Z, at the time and 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 deliver a copy of this order to
cease and desist to all present and future personnel of respondent
engaged in the consummation of any extension of consumer credit or in
any aspect of preparation, creation, or placing of advertising, and that
respondent secure a signed statement acknowledging receipt of said
order from each such person.

It is further ordered, That respondent promptly notify the Commis-
sion of the discontinuance of his present business or employment in
those instances in which the respondent affiliates with any new
business or employment which is engaged in the extension of consumer
credit. Such notice shall include respondent’s current business address
and a statement as to the nature of the business or employment in
which he is engaged as well as a description of his duties and
responsibilities.

It is further ordered, That the respondent herein shall within sixty
(60) days after service upon him of this order, file with the Commission
a report, in writing, setting forth in detail the manner and form in’
which he has complied with this order.
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IN THE MATTER OF
GEORGIA AGENCY COMPANY, INC, ET AL.

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

Docket C-2658. Complaint, Apr. 22, 1975 - Decision, Apr. 22, 1975

. Consent order requiring an Atlanta, Ga., seller of aerosol product distributorships
and franchises, among other things to cease misrepresenting earnings and
profits, nature of products, and survey results; making unsubstantiated
advertising claims; and failing to disclose certain information, such as right-to-
cancel provision and cooling-off period, prior to the signing of contracts.

Appearances

For the Commission: Charles C. Murphy Jr.
For the respondents: Jokn Feagin, Jr., Atlanta, Ga.

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 Georgia Agency
Company, Inec., a corporation, Richard A. Bryant, Jr. and Richard R.
Royal, individually and as officers of said corporation and Doyle
Fleming, an individual and principal stockholder of said 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:
. PAR. 1. Respondent Georgia Agency Company, Inc, is a corporatlon
~ organized, existing and doing business under and by v1rtue of the laws
of the State of Georgia, with its principal office and place of business
located in Suite 850, 8 Perimeter P1., N.W., Atlanta, Ga.

Respondents Richard A. Bryant, Jr., Richard R. Royal, and Doyle
Fleming are individuals and officers and/or stockholders of said
corporation. Together they formulate, direct and control the acts and
practices of the corporate respondent, including the acts and practices
hereinafter set forth. Their address is the same as that of the corporate
respondent.

PAR. 2. Respondents are now, and for some time last past have been,
engaged in the advertising, offenng for sale, sale and distribution of
aerosol health and beauty aid products, fire extinguishers, lubricants
and novelty items and in the advertising, offering for sale, and sale of
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~ distributorships or franchises for said products to members of the
public.

PAR. 3. In the course and conduct of their business, respondents
cause, and for some time last past have caused, their said products,
when sold, to be shipped from their place of business in the State of
Georgia and their suppliers’ places of business in the State of Georgia,
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 disseminated
in newspapers of interstate circulation, advertisements designed to be
read by persons residing outside the State of Georgia and intended to
induce such- persons to enter into -contractual agreements with
respondents to purchase distributorships or franchises and products
from respondents. Respondents maintain, and at all times mentioned
herein have maintained, a substantial course of trade in products,
distributorships or franchises in cominerce, as “commerce” is defined in
the Federal Trade Commission Act.

PAR. 4. In the course and conduct of their business as aforesaid and
for the purpose of inducing the purchase of their distributorships or
franchises and products, respondents have made numerous statements
and representations in promotional material and in newspaper adver-
tisements. Persons responding to said advertisements are contacted by
respondents or their representatives. Said respondents or their
representatives, in soliciting the sale of said products, make various
oral statements and representations concerning the business opportuni-
ties and benefits to be derived by purchasmg said distributorships or
franchises and products.

Among and typical, but not all inclusive, of the statements and
representations made in newspapers, circulars, form letters, flyers and
by other printed material given to prospective purchasers are the

following:
IF YOU COULD EARN: $50 000 ANNUALLY
Would you:

Work at least 3 days a week" Contact established accounts regularly? Distribute at
wholesale level only, top nationally advertised products to drug, department, discount
stores, etc.? i
And if:

There were no selling, vending or employees? (Other than a manager, if you have other
business interests)? k
Could you:

Make an immediate decision? (Bring your wife, banker, lawyer or supervisor). Invest
$5,000 to $10,000 (fully rebatable under contract)?

If so, call: Jan O’Connell 724-3410.

If unable to reach Jan O’Connell, call or write: The Georgia Agency Company, 8

Perimeter Place, N.-W., Suite 850, Atlanta, Georgia 30339, (404) 432-0705. :
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WE'RE GOING TO PUT A LOCAL MAN IN BUSINESS * * * HE MUST REQUIRE
$25,000 to $50,000 per year and not just a job. Very few jobs pay $50,000, but a lot of
businesses do. One of them is ours * * *

* * * * * * *

We merchandise to leading drug stores, department stores, éte., the No. 2:most used
personal product in America today, enhanced by the ten most coveted brand names in the
industry. Only we offer this opportunity, and this you would have gomg for you if
qualified* * *,

* ok * * B * *

LOOKING FOR A $50,000 JOB?

There are not too many jobs paying $50,000, but there are lots of businesses that do.
One of them is ours and we are a national company in a Billion Dollar Business.’

* * * * * * *

DO NOT CALL ME UNLESS YOU QUALIFY!

We do not want a $10,000 to $20,000 per year man.
You must desire and believe that $100,000 per year and up can be made.

PAR. 5. By and through the use of the aforesaid statements and
representations, and others of similar import and meaning not
expressly set out herein, respondents have represented directly or by
implication that: ’

A. Persons who purchase a distributorship or franchise . from
respondents can earn from $25,000 to $100,000 annually working part-
time or full-time.

B. Said earnings projections are the earnings made by a significant
number of respondents’ distributors or franchisees.

C. Respondents obtain top sales producing locations such as leading
department, discount, and drug stores for the placing of products
purchased from them.

D. Respondents’ products are natlonally advertised. :

E. A distributor’s investment is fully refundable under the rebate
provisions of respondents’ contract.

F. Respondents’ goods contain well-known brand name products.

G. Only respondents offer to sell distributorships to distribute the
particular type of products they describe, to the exclusion of all others.
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PAR. 6. In the course and conduct of their aforesaid business and for
the purpose. of inducing the purchase of distributorships or franchises
and products, respondents, through their agents and representatives,
have made and are now making, numerous oral statements and
representations regarding ownership and operation of distributorships
and franchises sold by respondents and the products supplied by
respondents. Typical and illustrative of such statements and represen-
tations, but not all inclusive thereof, are the following:

A. A survey has been made of the market in which the prospective
purchaser will operate.

B. The geographical-. territory granted to each distributor is
exclusive.

C. The products of respondents are manufactured using an
exclusive formula.

D. - Respondents’ products are fast moving and easy to sell.

E. A list given to a prospective distributor contains names and
telephone numbers of successful distributors of respondents located in
various major cities in the United States.

F. $60 of the prospective distributor’s investment is used to pay for

a “back up inventory.” :

G. ‘Many retail accounts secured by respondents will pay cash when
the respondents’ products are placed in their place of business.

PAR. 7. In truth and in fact:

With respect to advertising representations:

A. Few, if any, persons who purchased a distributorship or franchise from
respondents earned from $25,000 to $100,000 annually working part-time or full-time.

B. Respondents’ claimed earnings projections are far in excess of the earnings of
most, if not all, persons who purchased and operated respondents’ distributorships or
franchises.

C. . Respondents do not obtain top income producing locations, but place most of the
accounts in small stores which have very little consumer traffic. The locations secured by
respondents are few in number and usually undesirable, unsuitable and unprofitable.

D. Respondents do not conduct any national advertising of their products and have
no control over the extent to which their distributors conduct product advertising.

E. A distributor’s investment is not functionally refundable under the terms of the
distributor’s contract with the respondents, and few, if any, distributors have received a
full refund of their investment under the contractual provisions of respondents’ contract.

F. Name brand products are not contained in respondents’ products, but instead
synthetically-prepared substances which simulate brand-name fragrances such as, but
not limited to Arpege, Chanel 5, Joy, Estee Lauder, Shalimar, White Shoulders, Intimate,
Jade East, English Leather, Canoe and Brut are used in the manufacture of respondents’
produects.

G. At least one company other than respondents offers products or distributorships
to sell products the same as or similar to the products distributed by respondents.

With respect to oral representations:

A. Seldom, if ever, have respondents made a survey of the market in which the
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prospective purchaser intends to operate, prior to the contact by the salesman or
thereafter. :

B. The geographic territory granted to dlstnbutors is not exclusive, but is sometimes
granted by respondents to from one to three other distributors.

C. The formula employed in the manufacture of the products sold by respondents is
not exclusive to the respondents’ products but is used by at least one other company inits

-aerosol products.

D. The aerosol products sold to distributors are not fast-moving and easy to sell, but
are an off-brand and usually undesirable to consumers.

E. The list given to prospective distributors did not contain names of distributors of
respondents, successful or otherwise, but were instead so-called “singers” or individuals
set up by respondents to represent and hold themselves out as prosperous and successful
distributors.

F. The $60 per account “back up inventory” charge is not used by respondents to
purchase and warehouse products for their distributors but is merely an added cost for
which distributors receive no consideration.

G. Few if any, retail accounts secured by respondents’ representatlves pay cash for
respondents’ products, but on the contrary, most, if not all, secured accounts are
specifically told that the distributor is placing the product on a “consignment only” basis.

Therefore, the statements and representations as set forth in
Paragraphs Four, Five and Six hereof were, and are, false, misleading
and deceptive.

PAR. 8. In addition to the foregoing statements, representations, acts
and practices, respondents have engaged in the solicitation and sale of
distributorships requiring a substantial outlay of money from persons
with little or no previous experience in such business without affording
such persons the right to cancel such contracts of sale without penalty
for a period of not less than five (5) business days following the
finalization of such transaction. v

Therefore, the solicitation of . dlstnbutorshlp contracts without
allowmg for cancellatlon within a reasonable time constitutes an unfair
practice where such contract involves substantial monetary obligations
on the part of persons with little or no experience in the type of
business arrangement sold by respondents.

PAR. 9. In addition to the foregoing statements, representations, acts
and practices, respondents usually and normally require payment in full
of the contract price by distributors prior to fulfilling their contractual
obligations including, but not hrmbed to, establishing locations and
delivering merchandise.

Therefore, the requirement that dlstr‘butors pay the full contractual
price prior to the performance of contractual obligations by respon-
dents under the circumstances and conditions herein alleged constitutes
an unfair practice.

PAR. 10. The use by respondents of the aforesaid unfair, false,
misleading and deceptive statements, representations and practices,
has had the capacity and tendency to mislead members of the public.

589-799 O - 76 - 52
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into the erroneous and mistaken belief that said statements and
representations 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 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 the same or similar products. ‘ '

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

DECISION 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
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 sixty (60) 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 Georgia Agency Company, Inc., is a corporation
organized, existing and doing business under and by virtue of the laws
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of the State of Georgia, with its office and principal place of business
located at Suite 850, 8 Perimeter P, N.W., Atlanta, Ga.

Respondents Richard A. Bryant, Jr., Richard R. Royal and Doyle
Fleming are officers and/or stockholders of said corporation. They
formulate, direct and control the policies, acts and practices of said
corporation and their address is the same as that of said corporation.

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

ORDER

It is ordered, That respondents, Georgia Agency Company, Inc., a
corporation, its successors and assigns, and its officers, and Richard A.
Bryant, Jr. and Richard R. Royal, individually and as officers of said
corporation and Doyle Fleming, individually and as principal stockhold-
er of said corporation, and respondents’ agents, representatives and
employees directly or through any corporation, subsidiary, division or
other device, in connection with the advertising, offering for sale, sale
or distribution of aerosol health and beauty aid products, fire
extinguishers, lubricants and novelty items or any other products,
services, distributorships or franchises in commerce, as “commerce” is
defined in the Federal Trade Commission Act, do forthwith cease and
desist from:

A. Representing, directly or by implieation, that:

1. (a) Persons investing in respondents’ distributorships, franchises
or purchasing respondents’ products will receive any stated amount of
income or gross or net profits or other earnings, or misrepresenting in
any manner, earnings, profits or other benefits. to be derived by
purchasers of respondents’ distributorships, franchises or products.

- (b) Any stated sums of money are past earnings of distributors or

purchasers of respondents’ products unless such sums are based upon

the actual figures for all distributorships granted by the respondentsin
operation during the entire preceding twelve (12) month period, and

without disclosing clearly and conspicuously immediately. adjacent to

any such representation that “REPRESENTATIONS ARE BASED

ON THE REPRESENTATIVE NET EARNINGS OR PROFITS OF

ALL INDEPENDENT DISTRIBUTORS OF THIS COMPANY IN

OPERATION DURING THE PAST YEAR. THESE FIGURES

SHOULD NOT BE CONSIDERED AS ACCURATE REPRESEN-

TATIONS OF POTENTIAL EARNINGS OR PROFITS OF ANY
SPECIFIC DISTRIBUTOR.”

2. Respondents will obtain satisfactory or profitable locations for
sale of the products purchased from them; Provided, however, That
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nothing herein shall be construed to prohibit respondents from
truthfully and nondeceptively representing that they have obtained
locations or assisted in obtaining locations if respondents clearly and
conspicuously disclose, in immediate conjunction therewith, the average
net or gross earnings realized by all distributors from sales of ‘its
products in locations obtained by respondents or through their
assistance.

3. National advertising will be conducted by or provided for by
respondents.

4. The distributorship investment is fully rebatable or refundable
under the contract without fully disclosing, both orally and in writing in
the contract, the procedure by which such a refund may be obtained
including the amount of product which must be purchased, based on the
prospective distributor’s investment in order to obtain full reimburse-
ment of the investment. -

5. Brand name products are used in the manufacture of respon-
~ dents’ products or misrepresenting in any manner the type, nature or
origin of respondents’ products.

6. Respondents conduct surveys or investigations to find desirable
market areas for their products or suitable retail locations for the sale
of their products.

7. Geographic territories granted to distributors are exclusive or
that the subsequent disposition by distributors of products are
geographically restricted.

8. The formula employed in the manufacture of respondents’
products is exclusive. '

9. The products of respondents that are sold to.distributors are fast
" moving or easy to sell.

10. Persons named as references are distributors, successful or
otherwise, unless such persons have been actual distributors as
described in Section C-3 of this order. ‘

11. There is a charge as part of the distributorship investment or
otherwise for any goods or services specified in the distributorship
contract or application that are not actually shipped or prov1ded by
respondents

‘Retail accounts secured by respondents pay or w111 pay cash for
respondents products.

B. Making any claim in any advertising or promotional material for
which the respondents do not have in their possession valid substantiat-
ing data, which data shall be made available to prospective distributors
or the Commission or its staff upon demand.

C. Failing to furnish any prospective distributor with all of the
following information, in writing and in a clear permanent form, at the
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time when contact is first established between such prospectlve
distributor and the respondents or their representatives:

1. The official names(s) and address(es) of the corporate respon-
dent, the parent firm or holding company of the respondent, if any; all
affiliated companies that will engage in business with the distributor.

2. The business experience of the respondents, including the length
of time the respondents have conducted a business of the type to be
operated by the distributor, have granted distributorships for such
business and have granted distributorships in other lines of business.

3. A list of the names and addresses of ten (10) persons who
purchased distributorships, for products or product lines similar to, or
the same as, those being offered by respondents to any prospectlve
distributor.

4. A statement of the conditions and terms under which the
respondents allow the distributor to sell, lease, assign, or otherwise
transfer his distributorship, or any interest therein.

5. A statement of the number of persons who have signed
distributor agreements for whom locations have not yet been agreed

" upon by both the respondents and the distributor.

All of the foregoing material is to be contained in a single package, is
to be made available to the Commission or its staff upon demand, and is
to carry a distinctive and conspicuous cover sheet with the following

* information (and no other) imprinted thereon in bold face type of not
less than ten (10) point size:

INFORMATION FOR PROSPECTIVE DISTRIBUTORS REQUIRED BY
THE FEDERAL TRADE COMMISSION

This package of information is provided for your own protection. It is in your best
interest to study it carefully before making any commitment.

If you do sign a contract, you may cancel it, and obtain a full refund of any money paid,
for any reason within five business days after SIgmng Details appear on the contract
itself.

The information contained herein has not been reviewed or approved by the Federal
Trade Commission, but any misrepresentation constitutes a violation of Federal law. If
you feel you have been misled, you should contact the Federal Trade Commission in
Washington, or the Federal Trade Commission Regional Office nearest you.

D. Failing to include immediately above and on the same page as
the distributor’s signature line of any contract establishing or
confirming a distributorship agreement, the following statement in bold
face print at least 50 percent larger than any other print in the body of

such contract, or in bold face print of a contrasting color:

NOTICE: YOU ARE ENTITLED TO CERTAIN IMPORTANT INFORMATION
CONCERNING THIS TRANSACTION, ENTITLED “INFORMATION FOR PROS-
PECTIVE DISTRIBUTORS REQUIRED BY THE FEDERAL TRADE COMMIS-
SION.” IT IS IN YOUR BEST INTEREST TO DEMAND AND STUDY SUCH
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INFORMATION. YOU MAY CANCEL THIS CONTRACT FOR ANY REASON
WITHIN FIVE BUSINESS DAYS AFTER YOU SIGN IT. If you do choose to cancel,
you will be entitled to receive full refund of any money paid within five business days
after Georgia Agency Company, Inc., receives notice of your cancellation. You may use
any reasonable method to notify Georgia Agency Company, Inc., of your cancellation
within the five business day grace period. For your own protection, you may wish to use
certified mail with return receipt requested, or a telegram, either of which should be sent
to the address below. [Respondents will insert here the address to which such notices
should be sent.] To cancel this transaction, the notice of cancellation must be sent not
later than midnight of [Respondents will insert-date.]

E. Failing to cancel any contract for which a notice of cancellation
was sent by any reasonable means within five (5) business days after
the contract’s execution, or failing to refund any money paid by
distributor within five (5) business days after the date of receipt of
such notice of cancellation.

As used in this order, the followmg definitions shall apply

1. “Prospective distributor” means any person who approaches, or
is approached by, respondents or their agents or representatives for
the purpose of mvestlgatmg a distributorship between such person and
respondents;

2. “Time when contact is first established” means the earlier of the
time when: (a) a direct personal meeting first occurs between

respondents or their agents or representatives and a prospective
distributor, or (b) any document or promotional literature is distributed
to a prospective distributor;

3. “Business day” means any calendar day except Sunday, or the
following business holidays: New Year’s Day, Washington’s Birthday,
Memorial' Day, Independence Day, Labor Day, Columbus Day,
Veteran’s Day, Thanksgiving Day, and Christmas Day.

It is further ordered, That respondents:

Inform orally all prospective customers and provide in writing in all
contracts that the contract is not final and binding until respondents
have completely performed their obligations thereunder by shipping all
supplies and products to the customer and performing all services, and
said customer has thereafter signed a statement indicating his
satisfaction;

Refund 1mmediately all monies to (1) customers who have refused to
sign statements indicating satisfaction with respondents’ shipments of
supplies and products, and (2) customers showing that respondents’
contract, solicitations or performance were attended by or involved
violations of any of the provisions of this order.

It 1is further ordered, That respondents require that distributors pay
no more than one-third of the amount of the contract price prior to the
shipment of goods and the establishment of accounts to the satisfaction

of the distributor.
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It is further ordered, That respondents maintain files containing all
inquiries or complaints from any source relating to acts or practices
prohibited by this order, for a period of two (2) years after the receipt,
and that such files be made available for examination by a duly
authorized agent of the Federal Trade Commission durmg the regular
hours of the respondents’ business for inspection and copying.

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

It is further ordered, That the individual respondents named herein
promptly notify the Commission of the discontinuance of their present
business or employment and of their affiliation with a new business or
employment. Such notice shall include respondents’ current business
address and a statement as to the nature of the business or
employment in which they are engaged as well as a description of their
duties and responsibilities.

It 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 respondents’
distributorships 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.

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

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

IN THE MATTER OF
" EXXON CORPORATION, ET AL

Docket 8934. Order, Apr. 29, 1975

Denial of l;espondents" petition, except Texaco, Inc, for extraordinary review of
administrative law judge’s order denying respondents’ motion to require
complaint counsel to file environmental statement.
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~ All respondents, except Texaco, Inc, have petitioned . for
“extraordinary review” of the administrative law judge’s Feb. 5, 1975,
“Order Denying Motion of Respondents to Require Complaint Counsel
to File Environmental Impact Statement or, In the Alternative, For
Immediate Certification to the Commission.” Complaint counsel oppose
this petition on the ground that such review is unauthorized by the
Commission’s Rules of Practice. We have considered respondents’
petition and have found nothing therein which would warrant
departing from the procedural requirement of Section 3.23 of the
Commission’s Rules of Practice or directing a certification of the
matter pursuant to Section 3.22(a). Accordingly,

It is ordered, That the aforesaid petition for extraordinary review be
and it hereby is, denied. :

IN THE MATTER OF
ARKON FASHIONS, INC., ET AL.

CONSENT ORDER, ETC., IN REGARD TO ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION AND WOOL PRODUCTS LABELING
ACTS - i

Docket C-2659. Complaint, Apr. 29, 1975-Decision, Apr. 29, 1975 ’

Consent order requiring a New York City clothing importer and distributor, among
other things to cease misbranding its wool products.

Apearances

For the Commission: Jerry R. McDonald
For the respondents: Pro se.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act and
the Wool Products Labeling Act of 1939, and by virtue of the authority
vested in it by said Acts, the Federal Trade Commission, having reason
to believe that Arkon Fashions, Inc., a corporation, and Abraham
Kunen, 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 Wool Products
Labeling Act of 1939, and it appearing to the Commission that a
proceeding by it in respect thereof would be in the public interest,
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hereby issues its complaint stating its charges in that: respect as
follows:

PARAGRAPH 1. Respondent Arkon Fashions, Inc., is a corporation
organized, existing and doing business under and by virtue of the laws
of the State of New York, with its office and prmc1pa1 place of business
located at 8 W. 33rd St., N. Y, N.Y.

Individual respondent Abraham Kunen is an officer of Arkon
Fashions, Inc. He formulates, directs, and controls the acts and
practices of the corporate respondent, including the acts and practices
hereinafter set forth. His business address is the same as that of the
corporate respondent.

Respondents are engaged in the importation of clothing, including
but not limited to men’s jackets, manufactured from wool blend fibers
and the sale and distribution of such products.

PAR. 2. Respondents, now and for some time last past, have imported
for introduction into commerce, introduced into commerce, transported,
distributed, delivered for shipment, shipped, offered for sale, and sold
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 misbranded by the
respondents within the intent and meaning of Section 4(a)(1) of the
Wool Products Labeling Act of 1939 and the rules and regulations
promulgated thereunder, in that they were falsely and deceptively
stamped, tagged, labeled, or otherwise identified with respect to the
character and amount of the constituent fibers contained therein.

Among such misbranded wool products, but not limited thereto, were
certain wool blend jackets stamped, tagged, labeled, or otherwise
identified by respondents as Shell: 50 percent reprocessed wool, 23
percent linen, 27 percent acrylic-pile: 63 percent acrylic, 37 percent
cotton, whereas, in "truth and in fact, said products contained
substantially different fibers and amounts of fibers than represented.

PAR. 4. Certain of said wool products were further misbranded by
respondents in that they were not stamped, tagged, labeled or
otherwise identified as required under the provisions of Section 4(a)(2)
of the Wool Products Labeling Act of 1939 and in the manner and form
as prescribed by the rules and regulations promulgated under said Act.

Among such misbranded wool products, but not limited thereto, were
wool products, namely wool blend jackets, with labels on or affixed
thereto, which failed to disclose the percentage of the total fiber weight
of the said wool products, exclusive of ornamentation not exceeding 5
per centum of said total fiber weight, of (1) wool, (2) reprocessed wool,
(8) reused wool, (4) each fiber other than wool, when said percentage by
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weight of such.fiber was 5 per centum or more, and (5) the aggregate of
all other fibers.

PAR. 5. The aforesaid acts and practices of the respondents as herem
alleged above, were, and are, in violation of the Wool Products Labeling
Act of 1939 and the rules and regulations promulgated thereunder, all
to the prejudice and injury of the public, and constituted, and now
constitute, unfair and deceptive acts or practices in commeree, within
the intent and meaning of the Federal Trade Commission Act.

DECISION 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 New York 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 Wool Products Labeling
Act; and

The respondents and counsel for the Commission havmg 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 prov151ons as required by the Commission’s
rules; and

The Commission having thereafter considered the matter and having
determined that it has reason to believe that the respondents have
violated the said Acts, and that complaint shquld 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 sixty (60) 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 Arkon Fashions, Inc., is a corporation organized,
existing and doing business under and by vu'tue of the laws of the State
of New York, with its office and principal place of business located at 8
W.33rd St., N.Y, N.Y.

Respondent Abraham Kunen is an officer of said corporation. He
formulates, directs and controls the acts, practices and policies of said
corporation and his address is the same as that of said corporation. -
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Respondents are engaged in the importation and sale of wearing
apparel including wool products. ’

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

ORDER

It is ordered, That respondents Arkon Fashions, Ine., a corporation,
its successors and assigns, and its officers, and Abraham Kunen,
individually and as an officer of said corporation, and respondents’
representatives, agents, and employees, directly or through any
corporation, subsidiary, division, or any other device, in connection with
the introduction, or importing for introduction, into commerce, or
. 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:

1. Falsely and deceptively stamping, tagging, labeling or
otherwise identifying such produects as to the character or amount of
the constituent fibers contained therein.

2. Failing to securely affix to or place on, each such product 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.

It is further ordered, That respondents notify, by delivery of a copy
of this order by registered mail, each of their customers that purchased
the wool products which gave rise to this complaint of the fact that
such products were misbranded.

It is further ordered, That the individual respondent named herein
promptly notify the Commission of the discontinuance of his present
business or employment and 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
employment in which he is engaged, as well as a description of his
duties and responsibilities.

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

It is further ordered, That respondents notify the Commission at -
least thirty (30) days prior to any proposed change in the corporate
respondent such as dissolution, assignment, or sale resulting in the
emergence of a successor corporation, the creation or dissolution of
subsidiaries or any other change in the corporation which may affect
compliance obligations arising out of the order. .
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It is further ordered, That 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 in which they
have complied with the order to cease and desist contained herein.

IN THE MATTER OF
FASHION FLOORS, INC, ET AL.

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

Docket 8982. Complaint, July 8, 1974-Decision, May 1, 1975

Consent - order requiring a Beltsville, Md,, retailer, distributor and installer of
carpeting and other floor coverings, among other things to cease misrepresent-
ing its prices; failing to maintain adequate records; misrepresenting the
qualifications and abilities of its sales personnel; and misbranding or
mislabeling its textile fiber products and using fiber trademarks improperly.

Appearances

For the Commission: Everette E. Thomas, Richard F. Kelly and
Richard C. Donohue.

For the respondents: Glen A. Mitchell, Stein, Mitchell & Mezines,
Wash., D. C.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act and
the Textile Fiber Products Identification Act, and by virtue of the
authority vested in it by said Acts, the Federal Trade Commission,
having reason to believe that Fashion Floors, Inc., a corporation, and
Donald F. Riesett, individually and as an officer of said corporation,
hereinafter sometimes referred to as respondents, have violated the
provisions of said Acts, and the rules and regulations promulgated
under the Textile Fiber Products Identification Act, and it appearing to
the Commission that a proceeding by it in respect thereof would be in
the public interest, hereby issues its complaint stating its charges in
that respect as follows: ,

PARAGRAPH 1. Respondent Fashion Floors, Inc. is a corporation
organized, existing and doing business under and by virtue of the laws
of the Commonwealth of Virginia, with its principal office and place of
business located at 10730 Baltimore Ave., Beltsville, Md.
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Respondent Donald F. Riesett is an individual and is the principal
officer of the corporate respondent. He formulates, directs and controls
the acts and practices of the corporate respondent, including the acts
and practices hereinafter set forth. His business address is the same as
that of the corporate respondent.

PAR. 2. Respondents are now, and for some time last past have been,
engaged in the advertising, offering for sale, sale, distribution and
installation of carpeting and floor coverings to the public.

COUNT 1

Alleging violation of Section 5 of the Federal Trade Commission Act,
the allegations of 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 aforesaJd
respondents have caused, and now cause, the dissemination of certain
advertisements concerning the aforesaid carpeting and floor coverings,
by various means in commerce, as “commerce” is defined in the Federal
Trade Commission Act, including, but not limited to, advertisements
inserted in newspapers of interstate circulation for the purpose of
inducing and which were likely to induce, directly or indirectly, the
purchase of respondents’ said merchandise.

In the further course and conduct of their business, as aforesaid,
respondents have caused, and now cause, their said merchandise to be
shipped across State lines between their various retail outlets located
in the Commonwealth of Virginia and State of Maryland, for sale to
purchasers thereof located in the aforesaid States. Thus, respondents
maintain, and at all times mentioned herein have maintained, a
substantlal course of trade in commerce, as “commerce” is defined in
the Federal Trade Commission Act.

PAR. 4. In the course and conduct of their aforesaid business, and for
the purpose of inducing the purchase of their carpeting and floor
coverings, respondents have made, and are now making, numerous
statements and representations by repeated advertisements inserted in
newspapers of interstate circulation, and by oral statements and
representations of their salesmen to prospective purchasers with
respect to their products and services.

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

8 hr. $50,000 CLEARANCE Savings of 20% to 50% Carpets & Rugs

* * * * * * *
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Washington’s Birthday Warehouse Sale 25% to 40%. Savings Carpets &
Rugs .
* * * * * * *

Fabulous $100,000 WAREHOUSE RUG SALE

- * * * * * *
COMP. AREA VALUE CLEARANCE SALE
$150 ' _ $29
$151 $63
* ‘ * - * * * *

YOU GET: Certified installation by carpet eraftsmen who live up to their reputaf.ion -
“WE CARE".

* * ) * * * * *

EASY CREDIT TERMS AVAILABLE

* * * * * * *

EASY CREDIT TERMS

PAR. 5. 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, separately and in connection with the oral
statements and representations of respondents’ salesmen to customers
and prospective customers, respondents have represented, and are now
representing, directly or by implication, that:

1. By and through the use of the word “SALE,” and other words of
similar import and meaning not set out specifically herein, said
carpeting and floor coverings may be purchased at reduced prices, and
purchasers are thereby afforded savings from respondents’ regular
selling prices.

2. Purchasers of respondents’ carpet remnants are afforded savings
of 25 to 50 percent off the prices at which such carpet remnants are
usually and customarily sold at retail.

3. By and through the use of the words “Comp. Area Value” and
other words of similar import and meaning not set out specifically
herein, said comparative value is the price at which the same carpet
remnants are being offered for sale by a substantial number of the
principal outlets in respondents’ trade area.

4. By and through the use of the words “Certified installation by
carpet craftsmen” and other words of similar import and meaning not
set out specifically herein, respondents offer to the prospective
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customer the services of carpet installers who have received certifica-
tion by a recognized institution or government licensing agency:

5. By and through the use of the words “Easy Credit Terms” and
“Easy Credit Terms Available,” purchasers of their products are
granted easy credit terms, without regard to their financial status or
ability to pay, by financial institutions with whlch the respondents deal.

PAR. 6. In truth and in fact:

1. Respondents’ merchandise is not being offered for sale at
reduced prices. To the contrary, in a substantial number of instances,
the respondents have not established a regular selling price, and their
so-called advertised “sale” price is used to mislead prospective
customers- into believing there is a savmg from a bona ﬁde regular
selling price. : v

2. Purchasers of respondents’ carpet remnants are not afforded
savings of 25 to 50 percent off the prices at which such carpet remnants
are usually and customarily sold at retail To the contrary, the
percentage price comparison is based on prices for quantities of
carpeting required for wall-to-wall installation rather than the
advertised carpet remnants or rugs which are usually sold for less than
wall—to—wall prices.

3. The same carpet remnants are not offered for sale at the
comparatlve price by a substantial number of the prmclpal outlets in
respondents’ trade area.

4. Respondents’ installers have not received certification by a
recogmzed institution or government licensing agency.

5. Purchasers of respondents’ products are not granted easy credit
terms, without regard to their financial status or ability to pay, by
financial institutions with which respondents deal.

Therefore, the statements and representations as set forth in
Paragraphs Four and Five hereof, were and are false, misleading and
deceptive.

PAR. 7. 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
individuals in the sale -and distribution. of rugs, carpeting, floor
coverings services of the same general kind and nature as those sold by
respondents.

PAR. 8. The use by respondents of the aforesaid false, misleading and
deceptive statements, representations, acts and practices, has had, and
‘now “has, the capacity and tendency to mislead members of the
purchasing public into the erroneous and mistaken belief that said
statements and representations were and are true and complete, and






