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

Docket C-1796. Complaint, Sept. 23, 1970—Dccision, Sept. 23, 1970

Consent order requiring a TPethesda, Md. seller of floor coverings to cease
using bait advertising, deceptive pricing and “iree” claims, misleading
guarantees, misrepresenting that sales are made on a “No Money Down”
basis, failing to include padding and installation charges in advertised
prices, misrepresenting that his carpets are approved by the Tederal Hous-
ing Administration or any othér Government agency, and inaccurately
depicting the quality of carpets through illustrations in newspapers and
television material.
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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 Burton A. Dietch,
an individual doing business as Carpet Specialists, hereinafter re-
ferred to as respondent, has vielated 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:

Paragrarm 1. Respondent Burton A. Dietch is an individual doing
business as Carpet Specialists. ITis principal place of business is lo-
cated at 4918 Cordell Avenue, Bethesda, Maryland.

Par. 2. Respondent for some time last past has been, engaged in
the advertising, offering for sale and sale of floor coverings to the
public and in the distribution and installation thereof.

Par. 8. In the course and conduct of his aforesaid business, re-
spondent has caused his said merchandise, when sold, to be shipped
from his place of business located in the State of Maryland to pur-
chasers thereof located in various other States of the United States
and the District of Columbia, and maintains, and at all times men-
tioned herein has maintained, a substantial course of trade in said
merchandise in commerce, as “commerce” is defined in the Federal
Trade Commission Act.

Par. 4. In the course and conduct of his aforesaid business, and
for the purpose of obtaining the names of prospective purchasers and
inducing the purchase of his carpeting and floor coverings, the re-
spondent has made numerous statements and representations by ad-
vertisements inserted in newspapers, and by oral statements and
representations of his salesmen to prospective purchasers with re-
spect to their products and services.

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

FREE! . .
SEWING MACHINE . ..
FREE TO THE FIRST 25
CUSTOMERS TO PURCHASE
40 SQ. YDS. OR MORE OF
OUR SPECIAL FHA APPROVED
CARPET.
* * * * * * *
ABSOLUTELY FREE!
22 Carat Gold Stamp Wheat Pattern
16-pc. Dinnerware Set
Nothing to Buy . . .
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7. By and through the statements “No Money Down,” “As Little
as $2 per wk.” and other similar statements and representations, that
respondent regularly arranged financing of purchases for no down
payment and on the represented low weekly terms.

8. By and through the use of the words “Padding & Labor In-
cluded” and words of similar import and meaning, that all of the

advertised Dupont 501 Nylon Pile carpet was installed with sepa-
ate padding included at the aclvﬁi tis ed price.

. By and through the use of the words “FHA Approved” that
the carpeting mentioned in such ’LuVCItLS 2ments was approved by
the Federal Housing Authority.

10. By and tlnough the use of the term “Buy Direct and Save As
Never Before Shipped Directly From Mill To You?” that the carpet-
ing mentioned in such advertisements were brought by the purchaser
directly from the mill at reduced prices which eliminated the middle-
man’s profits with consequent savings to the purchaser.

11. By and through the use of illustraticns depicting a high plush
pile that the carpeting mentioned in such advertisements had a high
p]usn pile.

Par. 6. In truth and in fact
Respondent’s offers were not bona fide offers to sell said carpet-
and floor coverings at the price and on ’(he terms and conditions
stated in the adver Lloemenis, but were made for the purpose of ob-
taining leads to persons interested in the purchase of carpeting. After
obtaining such leads through rvesponses to w‘d advertisements, re-
spondent’s salesmen called upon such persons, but made no e{“mt to
sell the advertised carpeting. Inslea d, they exhibited what they
represented to be the advmtist d carpeting vhlm, because of its poor
appearance and condition was usually rejected on sight by the pros-
pective purchaser. Conewrrently, higher priced carpeting or floor
coverings of superior quality and texture were presented, which by
comparison disparaged and demeaned the fzdve1 tised carpeting. By
these and other tactics, purchase of the advertised carpeting was dis-
couraged, and respondent through his salesmen attempted to and
irequently did sell the higher priced carpeting.

2. Respondent’s products were not beuw Oﬁ"] ed for sale at special
or reduced prices, and purchasers were not thereby afforded savings
{rom respondent’s regular selling prices. In fact, respondent did not
have a regular price. ,

3. The first twenty-five purchasers of forty square yards or more
of respondent’s special “FHA approved” carpeting did not receive
“free” sewing machines. In those few instances when the purchaser
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actually received a sewing machine, the cost of the “free” merchan-
dise was added to and regularly included in the selling price of the
merchandise sold to the customer.

4. Prospective purchasers of the advertised merchandise did not
recelve a “free” dinnerware set without any cost or obligation.

5. Respondent’s carpets and floor coverings were not uncondition-
ally guaranteed for the period of time orally specified by respond-
ent’s salesmen. Such guarantees as they may have provided customers
were not respondent’s guarantees but were from the manufacturer
and were subject to numerous conditions and limitations not dis-
closed in respondent’s representatives’ oral statements. Furthermore,
in a substantial number of instances customers did not receive a
written guarantee setting forth the terms and conditions of the rep-
resented guarantee.

6. A finance company was involved in many instances in the fi-
nancing of the customer’s purchase and the customer’s account was
not customarily and usually discounted, negotiated or assigned to a
bank. :

7. Respondent did not regularly arrange financing of purchases
for which no downpayment was required or on the represented low
monthly terms. ‘ _

8. The advertised Dupont 501 Nylon Pile Carpet is not installed
with separate padding included at the advertised price.

9. The advertised carpeting was not approved by the Federal
Housing Authority.

10. The advertised carpeting was not shipped directly to the pur-
chaser from the mill at reduced prices with consequent savings to
the purchaser.

11. The physical appearance of the sale advertised carpeting was
inaccurately depicted in the advertisement. Said carpeting did not
have a plush pile.

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

Par. 7. In the course and conduct of his aforesaid business, and
at all times mentioned herein, respondent has been in substantizl
competition, in commerce, with corporations, firms and individuals
in the sale and distribution of rugs, carpets and floor coverings prod-
ucts and services of the same general kind and nature as those sold
by respondent.

Par. 8. The use by the respondent of the aforesaid false, mislead-
ing and deceptive statements, representations and practices has had
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the capacity and tendency to mislead and deceive members of the
purchasing public into the erroneous and mistaken belief that said
statements and representations were true and into the purchase of
substantial quantities of respondent’s products and services by reason
of said erroneous and mistaken belief.

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

Decrsion axp OrpEr

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Deceptive Prac-
tices proposed to present to the Commission for its consideration
and which, if issued by the Commission, would charge respondent
with violation of the Federal Trade Commission Act; and '

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

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

1. Respondent Burton A. Dietch is an individual doing business
as Carpet Specialists. His principal place of business is located at
4918 Cordell Avenue, Bethesda, Maryland.

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

467-207—73——81
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ORDER

1t is ordered, That respondent Burton A. Dietch, an individual
doing business as Carpet Specialists or under any other trade name
or names and respondent’s agents, representatives and employees,
directly or through any corporate or other device, in connection
with the advertising, offering for sale, sale, distribution or installa-
tion of carpeting or floor covering or any other article of merchan-
dise in commerce, as “commerce” is defined in the Federal Trade
Comimission Act, do forthwith cease and desist from:

1. Using, in any manner, 2 sales plan, scherae, or device where-
in fulse, misleading, or deceptive statements or representations
are made in order to obtain leads er prospects for the sale of
other merchandise or services. :

2. Advertising or offering merchandise for sale for the pur-
pose of obtaining leads or prospects for the sale of different
merchandise when the advertised merchandise is inadequate to
perform the functions for which it is offered ‘wd respondent
does not maintain a reasonably adequate and read {ily available
stock of said advertised merchandise.

8. Discouraging the purchase of or disparaging any merchan-
dise or services which are advertised or offered for sale.

. Representing, divectly or by implication, that any merchan-
1 ise or services are offered for sale when such offer is not a bona
fide offer to sell such merchandise ov '\1'\"1005'

5. Using the words “Wall to Wall Carpet Sale,” “Spectacular
Carpeting Offer” or any other werd or words of similar import
or meaning unless the price for any merchandise being offered
for sale constitutes a reduction, in an amount not so insignifi-
cant as to be memﬁ’lo'loss, from the actual bona fide price at
which the advertised merchandise was sold or offered for sale
to the public on a regular basis by respondent for a reasonably
substantial period of time in the recent regular course of his
business. ‘

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

(b) Representing, in any manner, that by purchasing any of

'A
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respondent’s merchandise, customers are afforded savings
amounting to the difference between respondent’s stated price
and a compared price for said merchandise in respondent’s
trade area unless a substantial number of the principal retail
outlets in the trade area regula 1*]y sell said merchandise at the
compared price or seme higher price.

(¢) Representing, in any manner, that by purchﬂsmo any of
respondent’s merchandise, customers are afforded savings
amounting to the difference between respondent’s stated price
and a compared value price for comparable merchandise, unless
substantizl sales of merchandise of like grade and quality are
bemg made in the trade area at the compared price or a higher
price and unless respondent has in good faith conducted a
market survey or cobtained a similar representative sample of
pnce in this trade area which establishes the validity of said
compared price and it is clearly and conspicuously disclosed
tha.t the comparison is with merchandise of like grade and
quality. :

7. Failing to maintain adequate 1‘0001‘63 which dmC ose the
facts upon which any savings claimq, sale claims and other simi-
lar representations as got forth in Paragraphs Five and Six of
*he order are based, and (b) hnm which the validity of any
savings claims, sale claims and similar representation can be
determined.

8. Representing, directly or by implication, that a prospective
purchaser or respondent’s products or services will receive a
“free” dinnerware set or any other prize or award unless all
conditions, cbligations, or other prerequisites to the receipt of
such prizes or award ave cleaily and conspicuously disclosed
and respondent does in fact deliver said gift to all persons en-
titled to rececive them.

9. Representing, directly or by implicatien, that any gift is
furnished “free” or %t 1o cost to a purchaser of advertised mer-
chu-lmsu, when, in fag ‘hﬂ cost of such gift is obtained through
an increase in the selling price of the advertised merchandise

o cover the cost of the “free” gift or such cost is regularly in-
cluded in the selling price of the advertised merchandise.

10. Representing, directly or by implication, that any product
or service is guaranteed, unless the nature and extent of the guar-
antee, the identity of the guarantor, and the manner in which
the guarantor will perform thereunder are clearly and conspicu-
ously disclosed; and respondent delivers to each purchaser a

....l
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written guarantee clearly setting forth all of the terms, condi-
tions and limitations of the guarantee fully equal to the repre-
sentation, directly or impliedly made to each such purchaser,
and unless respondent promptiy and fully performs all of his
obligations and requirements under the terms of each such
guarantee.

11. Representing, directly or by implication, that respondent
usually and customarily discounts, negotiates, or assigns cus-
tomers’ conditional sales contracts, promissory notes or other
instruments of indebtedness to a bank, rather than to a finance
company or other third party unless respondent does, in fact,
usually and customarily assigns such customers’ instruments of
indebtedness to a bank.

12. Representing, directly or by implication, that respondent
sells his products for “No Money Down” or that respondent sells
his merchandise without requiring a down payment or for stated
monthly installments or on any other terms or conditions, unless
respondent does, in fact, sell his merchandise on the represented
terms and conditions to all persons seeking to purchase said
merchandise.

13. Representing, directly or by implication, that a stated
price for floor covering includes the cost of a separate padding
and the installation thercof, unless in every instance where it
is so represented the stated price for floor covering does, in fact,
include the cost of such separate padding and installation there-
of; or misrepresenting in any manner, the prices terms or con-
ditions under which respondent supplies separate padding in
connection with the sale of floor covering products. ‘

14. Representing, directly or by implication, that respondent’s
carpeting or floor covering is approved by the Federal Housing
Authority, or any other governmental authority; or misrepre-
senting in any manner the nature or character of any approval
or endorsement of respondent’s product or service.

15. Representing, directly or by implication, that carpeting or
any other product will be shipped directly to the purchaser from
the mill or that such products are being sold at mill prices or
at prices which eliminate the middleman profit.

16. Inaccurately depicting the depth of the pile face of carpet-
ing or the characteristics or quality of any products through
illustrations or other pictorial depictions in newspapers, tele-
vision or other promotional material.

1t is further ordered, That respondent deliver a copy of this order
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to cease and desist to all present and future salesmen or other persons
engaged in the sale of respondent’s products or services, and secure
from each such salesman or other person a signed statement acknowl-
edging receipt of said order.

It is further ordered, That the respondent hereln 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 of his compliance with this order.



