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Commission a, report in \Vriting setting forth in detai1 the.
and form in which they have complied with this order.

manner

Ix THE L\TTEH OF

LL:XOR CARPETS , INC. , ET AL.

COXSEXT OIWEH : ETC., IX REG,\HD TO THE ALLEGED nOLATIO), OF THE

FEDERAL TRADE CO::UJ\IISSIQX ACT

Doc7 et C-910. COJnplaint , June iDGo-Decision , J' /Ine 25, 1!hiD

C'OJls("nt order recl1liring' n. "\Y!lshing:ton, 11c., concern cngng-e1 in SCJJllg and
distributing carpeting exclusively through n refena! sellng plnll to cease

representing falsely that customers pal'ticipatin g ill their retefn,l plrm

'Tonld receive enough referral commissions to obtain tilcil' c;upeti:lg at
little 01' no cost tlwt l'cspomh;nts would be successful in sE'lling carpeting
to 50 percent of tl1e persons rcf('l'ec1 to them by partitipl'd1ts in thi' pro-
gram, find to cease inducing pnl'ticipants to falsely repl'(:srn! to others
that they had received carprting at little or no ('o

CO::IPL"\ TNT

Pursuant to the provisions of the Fedent1 Trade. Comm;ssion

Act, rend by virtue of the authority ycstec1 in it by sflic1 Act. the
Federal Trade Commission , having reason to belie,-e that Luxor
Carpets , Inc. , a, corpora.tion and lIenry I-lillman, individually a.nd

as an offcer of sflid corporation , hereinafter referre(l to as respond-

ents , have violated the provisions of said Act, and it appearing to
the Commission thflt a proceeding by it in respect thereof \\()Hlc1

be. in the public interest, hereby issn8s its comp1aint stating its
charges in that respect as fo11o\\s:

PARAGRAPH 1. R.espondent Luxor Carpets, Ine" is n corporation
organized , existing anrl doing business llTc1er and by yirtne of the
1a\\s of the Dist.rict of ColmnlJia , ,yit.h its principal offce md place
of business located at 3308 14th Street , N,V" ,Vashington , D.

Prior t.o November 4 , 19G3 , the name of sfiirl 1.nxo1' Carpets , Inc.
"\nlS Ffietory Outlet Carpets, Inc.

Respondent I-Ienry Hillman is nm\" and has been an offcer of the
corporate respondent and formulates , directs and controls and has
formulated , directed ond contl'olle(l the ads 8.n(l lJrncticcs of the
corporate respon(lent , inclurl1ng the acts nnd practices hereinafter
set forth under each of the aforenwl1t1onec1 llnmes,

PAR. 2, HespolHlents are now, and for some time last pa t have

been e.ngagec1 in the ofIe1'ing for :11l' , sale and (1istl'ibntion of CflT-

peting to the public.
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corporate 01' other device, do forthwith cease and desist from
removing and mutilating, or causing or participating in the re-
rnoval and mutilation of, the stamp, tag, label , or other identifica-
tion requircd by the Textile Fiber Products Identification Act to
be affxed to any textile fiber product , after such textile fiber product
has been shipped in commerce and prior to the time such textile
fiber product is sold and delivered to thc ultimate consumer.

It is further ordered That respondents Herzbergs, Inc. , a cor-

porfttion , and its offcers , and David Goldnlan and Richard GoldmRn
individually and as oiIcers of the said corporation and respond-
ents ' representatives , agents and employees , directly or through any
corporate or other device, do :forthwith cease and desist from
:failing to keep and preserve the records required by the Textile
Fiber Products Identification Act and the Ru1es and Regulations
prOlllu1gated thereunder in substituting labels as permitt.ed by Sec-

tion :J (b) of the Textile Fiber Products Identification Act.
It ,is f'uTtheT OTdet' That respondents Herzbergs, Inc., a cor-

poration , and its offcers , and David Goldman a,nd Richard Go1dmnn
indivichmlly and as ofllcers of the said corporation, and respond-

ents ' representatives , agents and employees , directly or through any
corporate or other device, in connection with the introduction into

C011111CrCe or offering for sale, sale : tra.nsportation , distribution or
delivery for shipment in commerce , of any -.vool product, as "com-
merce" and "wool product" are defined in the ,Vool Products Label-
ing Act of 1939 , do forthwith cease and desist from misbranding
such wool products by failing to securely affx to, or place on each
wool product a stamp, tag, label or 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 Herzbergs, Inc. , a cor-

poration , and its offcers , and David Goldman and Richard Go1dman
incli,-idnally and a:: ofIcers of said corporation, and respOlltl-
ents ' representatives , agents and employees , directly or through any
corporate or other device , do forth with cease and desist from
mutilating and removing or participating in the mu6la,tjon and re-
mand of any stamp, tag, label , or other means of identification
affxed to any wool product subject to the provisions of the ""Vo01

Products Labeling Act of 1939 with intent to vi01ate the provisions
of said Act.

It is further ordeTed That the respondents herein shaD, within

sixty (GO) days after service upon them of this order, fi1e with the
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2. Respondents are not successful in scl1jng carpeting to 50% of
nil persons referred to them by pOl,ticipnnts in the program.

Therefore , the statements and representations referred to in PaTa-
grnph Six above were and are false, misleading and deceptive.
PAH. 8. Further, in the course and condnct of their referral pro-

gram , in order to develop leads to further prospec.tV8 purchasers

respondents induce , and have induced , participants to falsely repre-
sent to others that the,y have received the carpeting at little or no
cost.

PAR. 9. The use by respondents of the afore ajc1 false , rnislcac1ing
and deceptive statements , representations and practices has had and
now has , the capncity and tendency to mislead members of the pur-
chasing public into the erroneous and misbken belief that said state-
rnents U1d representfLtions \Tere and are true find into t11C purchase
of s11bsta,ntial quantities of respondents ' product by rea.son of said
erroneous and mistaken belief.

\R, 10. The aforesaid acts and practices of respondents as alleged
Iyere flnc1 aTe an to the prejudice and injury of tlle public and of
respondents ' competitors , and constituted and now constitute unfair
methods of competition in c.ommerce and unfair or deceptive acts
01' practices in commerce , in yio1ation of Section 5 of the Federal
Tl'flc1e Commission Act.

DECISION AXD ORDER

The Commission having heretofore cletermined to issue its com-
plaint charging the respondents named in the caption hereof ,yith
yiola.tion of the Feclera.l Trade Commission Act , and the l'esponc1e.nt3

hflving been served ,vith notice of said determina.tion and with a copy
of the complaint the Commission jlJtenc1e(1 to issne , together \I.ith
a proposed form of order; and

The respondents and counsel for the Commission having there-
nftEr exccnte.c1 an agreement containing a c.on:;,ent order, an flc1mis-
sion by respondents of nl1 the jurisc1ictiorml facts set forth in the
compbjnt to issue herein , 11 statement that the signing of said agree-
ment is for settlemcnt purposes only nnd does not constitute :111 fl(1-

mission by respondents that the Jaw has been violated as set fortl1iJl
such complaint, and ,yaiVeTS and provisions as required by the Com-
mission s rules; and
The Commission , haying considered the agreement , hereby nceepts

same issues its complaint in t.he form contemplated by said flgree-

me-nt, makes the following jurisdictional findings, and enters the
following" order:
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\R. 3. In the course and conduct of their business , respondents
IJQIY cause lllcl for some time last pa,st have caused , their said
product, when sold , to be shipped from their place of business in
the, District. of Columbia to purchasers thereof located in va.rious
other States of the United States and in the District of CoJumbia

and maintain, and at aU times mentioned herein have maintained

a substantial conrse of trade in said product in commerce, as " com-
merce" is cle.ined in the Federal Trade Commission Act.

PAR. 4. In thc conduct of their business, at all times mentioned
herein , respondents have been in subst.antial competition, in com-

merce, ,,,ith corporations, firms and individuals in the sale of carpet-
ing of the so.me general kind and nature as that sold by respondents.

PAR. 5. R.esponclents 111 the course and conduct of their business , in
one,ring for sale , selling and distributing their merchandise have
engaged ill and are engaging in the sale of carpeting exclusively
through a referra.l selling plan.

Said referral selling plan provides that corporate responde.nt ,Yill
pay:

1. 860 for ea,ch person referred who purchase carpeting.
2. 840 :for each sale to individuals who in turn have been referred

by nn indiviclual previously referred by a customer.

3. $25 for each pcrson referred who does not purchase but meets
certain qualifications.

In the en'nt that the customer desircs to participate in the plan

and purchflse carpeting from the respondents, he is presenteel with a
contract, an applicat.ion for a loan , n, promissory note and a cus-
tomer s eommission agreement.

The purchase of carpeting from the corporate respondent and
the execution or the proper instruments is a prerequisite to partici-
pation in respondents' referral plan.

PAR. o. In the courE;e a.ncl conduct of eXplaining their aforesaid
I'pfeTral plan, respondents and their salesmen ha.ve represented
directly or in(1irectly to prospective, purchasers:

1. Tha.t by their participation in respondents : program purchasers
-ill receive enough cornmissions horn referrals to obtain their Ctll'-

pe.ing at EttIe or no cost.
. That respondents ,,"auld be successful in selling carpeting to

50% of the persons l'efel're,cl to them by participa,nts in the plan.
\H. 7. In truth and in fact:

1. Few, if any: participllnts
rllo11gh referral cOHllnissions to

no cost.

in respondents: progrrun re.ccive

obtain their cnrpeting nt little or
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It 'i8 furtheT ordered That the respondents herein shaJJ , within
sixty (60) days ,titer serTiee upou them of this order, fie with the
Commission a report ill ,yriting setting forth in detail the ma,nner
and form 1n which they have complied with this order.

Ix TI-IE ::\IATTER OF

SAKDl:RA COMPANY

MODIFIED OllDER , ETC" IX REGAHD TO THE ALLEGED VIOLATION OF THE
FEDERAL TnADJ DnsslOX ACT

Docket Complaint , Jan.

);;

, 19/;S-Dccisio/l , June 28, 1965

J\rodifil'U onler requiring manufacturer of " Sandl'an " vinyl plastic used in cov-

ering floors, cannter 1ops, and ,valls, to cease fixing and maintaining
c1i.stl'ibutor.s ' and dei1lcl's ' resale pricrs of its prodncts a1l1 l'c1ntccl 1'88t1'ic-
tiy€ practices;

The Court of Appcnls, Sixth Circnit, on Dec. 30, HJ64, 339 F. 2d 847, deleted

the portions of the Commission s order of Sept. 26, 1962, 61 F. C, 73G

which prohibited the use of closed distributor and dealer territories , holc1-

ing that tbey ".ere economically justified in the circumstances of t.he case.

OnDER ON E:\L\XD

This matter having be.e.n remande,d to the Commission by the
United States Court of Appmtls for the Sixth Circuit by an order
filed on December 30, 1964 (7 S.&1). J077J, in the course of the

rQview of the Commission s decision in that Court, which order

directed the Commission " to modiiy its order to conform with the
opinion" of the Court issued on December 30 , 1964; and

Counsel of rec.orcl for Sanclura Company having formal1y advised
the Commission on .Tune 3 1D65 that "By 'Certificate of Amendment
of Certificate of Ineorpomtion ' filed with the Secretary of the State
of Delawflre fay 14 , 1D65 , the name of Respondent Sandura Com-
pany was cJmnged to Del Penn Company

Now , there/oTe , it is ordered That the order to cease and desist is
hereby modified to read as follows:

It is ordered Thnt respondent, formerly Sanclurfl Company but
recently renamed Del Penn Company, a corporation, and its offcers

directors, agents , repre:;entnti,' e:: , and employees , directly oT'through
any corporate or other device , in connection 'with the. offering for
sale., sale, or rlistl'ibntion of floor-covering, wall-covering, and COUTl-

tertop products , and related products , in commerce, as " commerce" is

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


