
G1S Decision and 'Onlci.

It i8/'UTth.f)'1' ordo. That the respondcnt hen in slJHll within sixty
(f)o) days aJter service upon it 01 tbis order file with the Commission
a report in writing seLting forth in detail the, lIanner and form ill
,vhieh it has complied ,\'ith the order.

F:XITIHIT A

(Benge letterhead)

DEAR (DEALER) : \Ve would lil,e toLlke this opportunity to welcome yOIl as an
authorized dealer and revrf'sent.:.1.t.w! for the HEXGE TnnDl'l't. Our clIorfs \yil1
eOlu.:tanUy lJe direded toward providing yon with the finest in tl"i1llent.)' anlilable
in the brnss field.

I ,,'ou1d like to tell yon ",oI1H tbing abont OUt. distributing and pridng policies.
'Ve may. from tiTHe to time , suggest. pl'icf's fo)" nlll' J)J'oduet:-, lint 'YC will not ask
or induce you to adlwre to those suggest.ed )JI' icps; \vi1 IIOt. enCOl1ra e deaJers

to report any person not. following oursu ge"tf'd jJrief's and ,eye will n Jt act on

aUYR\lch reports that might he reeeive(l; and furthf'rJJol"e ,yf' will nOt. l'f'(!llire

or induce 'you 1:0 rpfrniu from adyerth:ing or 8PlliIJ our produds at :lny pri('
and to any perRon you may choose.

,\Ve U look fonvard to serving- you. Let liS know if you need :1Jly a(lditiollftl in-
formation regArding the BENGE Jine.

Very truly yours
DOi\.\LD BE

Prc. id('n,

XI-IlBIT H

RRTXGE 8.. WILf:EY

2 Central A YE'JJH'

St. I'eter,'-burg;, FJoJ'idct

IN THE 1ATTER OF

COMPUTEl CIUcDIT SYSTE:\IS, IJ\C. , ET AL.

CONSENT ORDEn: ETC. , IN REGARD TO THE "\LLEGED VlOLAT10N
I"EDERA. L TRADE COl\L!Hlf:SION AND TIlE THlJTH IN LENDING

OF TUB
ACTS

Do(;ket (J. ,'201'0. Oomp/nfnf Od. .2U. l!l'l- lJcl.ision, 0,.. (j, 1,9"

Consent order requiring an Atlanta , Ga" seller of eree/it cfli"d prvices to fran-

chisees ,yho in turn sell retail merchants uH'mlJerships in resIJondents ' Rervk(
to ceas.e violating the 'l'rut.h in Lending Ad by failing to make the disclosures
required by Regulation Z of tlIe Act; respondents are also required to cease
misrepresenting the number of sales a franehisee ean make in a given geo-

graphic area, that a franehh;ee needs no skill or training, tl1at. franchise
holders receive substantial benefits from the resvondent organization. tlwt
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they wil receive assistance if they fall below their monthly quota, and
making othcr similar misrepresentations in sellng and servicing their fran-
('hises; respondents are also required La cease using simulated legal processes
in efforts to collect monies owed hy consumers on charges submitted by
member merchants.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and of the Truth in Lending Act and the regnlation promulgated
thereunder , and by virtue of the authority vested in it by said Acts
the Federal Tl'ad( Commission , having reason to believe that Computer
Credit Systems , Inc. a corporation , and George II. N aterman , individ-
ually and as an aRicer of Computer Credit Systems, Inc. , hereinafter
referred to as respondents , have violated the provisions of the said Acts
and of t.he regulation promu1gated under the Truth in Lending 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 stat-
ing its charges in that respect as follows:

PAR. 1. Respondent Computer Credit Systems , Inc. , is a corporation
organized , existing, and doing business under and by virtue of the
laws of the State of Georgia, with its principal offce and place of
business .locawd at 290 Interstate North , -L"-tlanta , Georgia.

Respondent George I-I. N aterman is an individual and an offcer of
Computer Credit Systems , Inc. His business address is the same as the
corporate respondent.

Respondent George H. N aterman has been and is president of the
said corporate respondent and is primarily responsible for establish-
ing, supervising, directing and controlling its acts and practices here-
inafter set out.

PAn. 2. He.c;pondents Computer Credit Systems , Inc. and Georg-e l-T.

Natel'nan were and are now engaged in the advertising and offering'
for sale and sale of franchises which authorize the franchisees to seU
retail mcrenants membcrships in respondents

' "

Honor An Credit
Carer' Program ior the use of respondents ' credit card services , and in
the advertising and ofr'ering for sale and sale of such services to retail
merchants.

Respondents first sen franchiscs to persons who invest a substantial
sum of money as a condition to being granted exc1usive rights to seU
memberships,in respondents

' "

IlonaI' -, 1l Credit Card" Program (here-
inafter l'eferre,d to as respondents' program). Second , directly and
through snch franchisees, r8spondents sell their credit card cJearing
services to retail 1l1erchants (hereinaIter referred to as mmnbeTs) , who
invest substan tial sums of money as fees and service diseounts on crcd1t
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sales. Responde.nts ' program entirt1cs mcrnhers to sell their respcetive
products and sCl'vicc to custOlncrs presenting anyone 01 a large num-
ber of credit cards approved by respondents , and to submit slH h credit

charges to respondents. Respondents collect the chargc3 fl' om the cus.
tamers of members and remit payment to the members.

COU T I

Alleging v1olation of Section 5 of t.he Federal Trade Commission

Act , the allegations of numbered Paragraphs One and Two hereof arc
incorporated by reference in Count I as if fully 3d, forth vcrbatim.

PAR. a. In the course and cOl1duet of their bnsincss as aJol'csaic1 , the

respondents were and are now causing their promotional materials to
be mailed or ' otherwise conveyed to various persons residing outside
of the State 01 Georgia, in Va,liOllS other States of the LuiLed StaJcs.
Ad verLising matter, applic tjons, contracts, franchise agrcemE'.nts

letters, checks , and other vvritte,n instruments and cOlllmnnic,1,tiollS

have becn sent and have been received between the respondents at
their places of business located in Georgia and persall;: in v u.'ioHs other

States of the United States. As 'f result of said interstate advertising
and promotion , and as a l'e nlt of said tnl11smjssion nEtT recei pI; of

saiel written instl'UlTIents and commnnientions , respondents have; main-

tained a substantial course of trade in said franchises a:lc1 credit card

services in commerce itS "commerce:' is defined in the F'edcr d Trade

Commission Act.
PAR. 4. In the course and conduct of their d'oresaid hLI: jness , and

for the purpose of inducing purchases o:f fr:uH:hjses to 8011 re, !Onc1ents

scrvices, and of soning memberships in respondents' program , re-

spondents and their s:t!esmen or representatives h vc l'epl'c,-:t:ntcd and

now represent, directly or by implication , jn advertising and promo
tional material and in or'al solicitations:

a. To all prospective franchisees , that:
1. Typical franchisees selling memberships in respondents ' program

can expeet to seU ten (10) memberships pCI' month , from ,,'hich they
can expect to earn in excess of $21 840 per year and i chieve a ret.urn
of Lheir investments within months.

2. Typical franchisees call expect to rema-in a( ti ve 8elli ng member-
ships :for mnny years.

3. Respondents ' program can be sold - with ease to l'ct.Ril merchants.

4. Geographical areas offered to prospective :franchise( s have not
been previously franchised.

5. No skill , knowledge , or prior training is necessary to successfully
operate respondents ' franchises.
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G. There is a '; regionaJ manager" or other sales repI'e entative of re-
spondents \v11o is intClTiewing other franchise applicants for the same
area as each fra.nchise prospect; and that the prospectin3 franchisees
must act immedia,tcly to be considered for a franchise.

7. Franchise holders 1'('ooi ve substantial benefits from bookkeeping
charges and Lounses based on a percentage of net cred it charges sub-
mitted by rnemb(-TS in each franchisee s territory.

8. Prospective frallchise(- s risk losing Jittle or nothing- in investing
in a. franchise in that the respondents vvill repurchase a franchise
find/or aid in its resale.

9. In the event franchise holders do not maintain minimum monthly
production quotas of new membcrship agreements, the, respondents
will not exercise the, right of t.ermination as provided in the Franchise
Agreements, and wil provide the assistance of the respondents ' sales
personnel in increasing to acceptable standards the sales production of
the franchjscs.

b. To both prospective franchjsecs and prospective members , that:
1. Respondents ' program has received national acceptance.
2. There are thousands of members honoring all eredit cards under

respondents ' program each and every month.
3. A1l credit charges submitted undpI' respondents ' program arc

guaranteed payable without recourse,; that n-'spondents asmme ,all
risks of nOI1- payment by the rnembe, ' customers; t.hat members can
expect to be successful and satisfied with the program s performance;
and that members usuaJ1y continue using re ponclc!lts ' program for
one yenr or longer.

4. Hesponuents ' program is economic.ally fensiblc. in that it results
in increased sales volume for members and the program costs mem-
bers Jess than competing hank eJ"cdit card progra.ms.

5. :::fembers complete just one. simple form foraH credit eluu.ges;
and that members receive payment all or about the 25th of every
month for caeh crcdit charge submitted to and IJI.ocpsscd by the re-
spondents before the lOth of the same month.

6. Hcspondeuts have available a $5 million fund to provide finan-
cial resources and ability to service members.

PAll. ;). In truth and in fact :
a. ' jth respect to the r('pre entations directed to prospective fran

chisees:
L The vast majority of frane-hisees selling memberships in respond-

ents ' program have not sold ten (10) memberships per month nor have
they earned in excess of $21 840 per year. The vast majority of the
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franchisees receive no earnings from the operation of their franchises
and do not achieve the return of their original investment.

2. The vast rnajority of the franchisees do !lot achieve even one year
longevity as franchisees actively pursuing sales.

3. H( spondellts ' program has not been and cannot be sold with ease
to retail merchants.

4. In a substantial number of instances , the geographical areas of-
fered to prospective franchisees have been previously franchised.

5. Skill , knowledge and/or prior training in sales and business ad-

ministration is necessary to successfully operate respondents' iran-
ch ises.

G. There is no "regional manager" or other sales representative of
respondents who is intcrvievdng other franchise applicants in each
area, but rather all persolls responding to invitations for inquiries rc-
ceive the same sales presentation stating that said " regioTl!11 mU:Ilager

or other sales representative is interviewing other interested 1)cl'son
for the same franchise area. In few. , if nny, ins-tanGes need prospective
franchisees act immediately to be considered for a franchise.

7. Franchise holders do not receive subst.antial benefits from book-
keeping charges or bonuses based on a pereentagc of net credit charges
submitted by members in each franchisee s territory.

8. Prospective franchis('cs (10 risk losing their invpstment. 111 a

substantial J111nbcl' of instances , the respondents do not repurchase the
franchise and where respondents do aid in its resale, they retain a
substantial portion of the proceeds-

D. In the event franchise holckrs do not maintain a minimum
monthly production quota of new membership agreements, the

rcspondent.s do exercise tlw right. of tcrmination as provided in the
franchise agreJ lTJCnts and do not provide direct sales assist.ance in
increasing to acceptable standards the sales production of the
IrllncJlise.

b. 'Vith respp.et to the prC'sentations directed to both prospccti\.
franc.hisees and prospective members:

1. RespoJHlcnt.s ' program has not received national aceeptancc.
2. There are not thollsands of members honoring all eredit cards

UJulcr r('spondcnts pl'ognnn each and evcry month.
H. Not. alreredit charges submitted under respondents ' prog-ram aTe

guaranteed pa.yab1e without 1'('('011rso. H.cspondents do not assume all
risks of non-paymcnt hy the members' customers; the vast majority
of t.he Il1embel's have been neither successflll nor satisfied with the
program s performance. A substantial majority of the members have
not continued using rpspondents ' program for one year.
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4. Hespondents' program is not economically feasible in that its
utilization has not resulted in increased sales volume for members and
the program is more costly than competing bank credit card programs.

5. The forms which rnembers must complete in order to process
credit charges are not simple and are burdensome to f-ill out in prac-
tice. Members do not receive payment OIl or about the 25th of every
month for each credit charge sublnitted to and processed by the
respondents before the lOtb of the same month.

6. Respondents do not bave available a $5 millon fund to provide
financial resources and abi lity to service members.

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

PAn. 6. In the further course and conduct of their business and in

furtherance of efforts to conect monies owed by eonsurne.rs on charges
submitted by membcr merchants and accepted by them , respOnde,llts
or its representatives have engaged in the foIlowing addjtional unfair
false , misleading and deceptive act and practice of sending through
the United States mail written debt eollection notices:

1. \Vhich simulate bgal process.

2. \Vhich contain representations of creditors ' rights after judgment
to collect the principrtl , interest and cost \vithont disclosing tllat
judgmcmt may not be e.ntered against the clebtoT' unless he has first
had an opportunity to appear and defend himself in a court of law.

PAR. 7. In the course and conduct of t.heir aforcsaid busincss , and at
all times mentioned herein , respondents C01l1pllter Credit SysteHJs , Inc.
and George II. Natcrman have bc en and nmv arc in substantial com-
petition , in commerce, with corporations, Grms and individnals in the
sale of franchises or distributorships to persons interested in establish-
ing the,ir own businesses , and with eorporations , firIns and indi viduals
in the sale of credit card services.

PAR. 8. The use by respondents of the aforesaid false , misleading,
and deceptive statements, representations and practices has ha,d and
now has the capacity and tendency to mislead members of the pur-
chasing public into the erroneous and mistaken belief that said stnte-
me,nts and representations were and a.re trne and into investing snb-
stantial sums of money in becoming franchisees to sell respondents
services, and into invest,ing snbstantial SHms of money in becoming
members of respondents ' program for the use of respondents ' senrjcp,
and into the payment of substantia.l S11IlS of money by reason of said
rroneous and mistaken belief.

P /lR. 9. The aforesaid acts and practices of respondents , as hcrein
alleged , were and are all to the prejudice and injury of the public and
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of respondents ' competitors and constituted , and now constitute , ilfair
methods of competi60n in eommerce and unfair and deceptive acts and
practices in connnerce in violation of Section 5 of the Federal Trade
Commission Act.

COUNT II

Alleging violation of the Truth in Lending Act and the implement-
ing regulations promulgated thereunder, and of the Federal Trade
Commission Act, the albgations of Parngraphs One and Two hereof
are incorporated by reference in Count II as if fully set forth verbatim.

PAll. 10. In the ordinary course and eonduct of their business, as

aforesaid , respondents regularly extend and for sorne time last past
have regularly extended consumer credit as "consumer credit" is de-
nned in Regulation Z , the implementing regulation of the Truth in
Lending Act duly promulgated by the Bmlld of Governors of the
Federal Reserve System.

PAn. 11. Respondents , subsequent to JuJy 1 , 1969 , in the ordinary
course -and conduct of their business, extended open end credit to the
custOlners of member merchants in connecbon with their member
merchants' credit sales, as "open end credit" and "credit sales" are
defined in Regulation Z. In connection with the extcnsion of open

end credit, the respondents have furnished t.o customers , prior to the
first transaction , a disclosure statement whieh describes S0110 of the
credit terms of these open pnd accounts. By and through the use of the
said disclosure statmnents, respondents:

1. Faillio employ the term "finance charge . as required by Section
22G.7 (a) of Regulation Z and also thereby fail to employ this term
more conspicuously than other required terminology, as required by
Sedion226.6(a) of HeguJationZ.

2. Fa,il to employ the tern1 "annnal percentage rate " as required

by Seetion 226.7 (a) of Regubtion Z and aJso thereby fail to empJoy
this term more conspicuously than other required tcrminology, as

required by Section 226.6 (a) of Regulation Z.
3. Fail to employ the term "periodic rate" ('Or "rates ), as required

hy Section 226.7 ('a) of Hegulation Z.
4. Fail to disclose the conditions under which any charges other than

the finance charge may be imposed , and the method by which they wiJJ
be determined, as required by Section 226.7(a) (6).

Pl\ll. 12. Respondents , subsequent to July 1, 19GD , in the ordinary
course and conduct of their business , extended open end credit to the
customers of member lucrchants in connection with thejr member
ITlCrchants' credit sales, as "open end credit" and "credit sales" are
defined in ReguJ a.tion Z. In connection with the extension of open end
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eredit, the respondents have, sent and are sending to its member mer-
chants ' credit customers periodic statements as " periodic statemcnts
arc described in Section 226.7(b) and (c) of Regnlation Z. By and
through the use of the periodic statements , respondents:

1. Fail to employ the term "previous balance" to describe the out-
standing balance in the aecount at the beginning of the billing cycle
as reqnired by Section 226.7(b) (1) of Hegulation Z.

2. :Fail to employ the tenn "payments" to describe the amounts cred-
iteel to the account during the billing cycle for payments, as required
by Sedion226.7 (b) (:J) of Hegulation Z.

3. Fail to employ the term "finance charge" to describe the amount
of any finance charge debited to the account during thp: billing cycle
itemized -and identilic.d t.o show thc amounts , if any, duc to the appEea-
tion of periodic rates and the amount of any other charge included in
the finance charge , as required by Section 226.7 (b) (4) of Regulation Z
and thereby fail to print the term " finance charge" more conspicuously
than other rf'Aluired terminology, as required by Section 226.6(a)
of Regulation Z.

4. Fail to disclose the periodic rate (or mtes) that may be used to
compute the finance charge (whethcr or not applied during the billing
cycle) using the term "periodic rate" (or " rntes ), as required by Sec-
tion 22(;,7 (b) (5) ofllcgllJatjon Z.

5. Fail to employ the term "annual percentage rate" (or "ratcs
as re(!uircel by Section 226.7(b) (f;) of Regulation Z and also thereby
fail to employ this tcnu m'01"O conspicuously than other f('qnired
terminology, as required by Sed-ion 22G. G(a.) oI Hcglllation 

6. Fail to include a statement of how the balance upon which the,
finance charge was computed is determined, as required by Section
226.7(b) (8) of RegulationZ.

7. Fail to employ a statement accompanying the tenn "new balance
indicating the date by which or the period , if auy, within which pay-
ment 1fHlst be made to avoid :additional finance chargcs, as required
by Section 226. 7 (b) (D) of Regulation Z.

\ll 13. Pursuant to Section 103(q) of the Truth in Lending- Act.
respondents aformmid failure to eomply with the provisions of .Regu-
lation Z constitutes violations of that Act , fllH.1, pursuant to Section
108(c) nwreof, respondents thereby violateel the Federa! Trade Com-
mission Ad.

DECISIO:r A:r lJ Onm:n

The Federal Trade Commission haTing init.iated 'an investigation of
certain ftcts and practices of the respondents named in the- caption
hercof, and the respondents having been furnished thereafter ",' ith
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a copy of a draft of eomplaint \vhich the Atlanta Regional Offce pro-
posed. to present to the Commission for its consideration and which
if issued by the CDmmission , would charge respondents with violation
of the Federal Trade COlnmission Ad.. , the Truth in I.. ending \ct and
the implementing regulation promulgated thereunder; and

The respondents and counsel for the Commission lw ving thp,1'pnfter
executed -an agrecnl( nt containing :1, consent order, an achnission by
th( respondents ofnll the jurisdictional fads S( t forth in the afoT'

said draft of complaint, a statement that the signing- of sfl.id agree-
ment is 1'01' scttlen1c.mt purposes only and docs not eOJlstitute :111 ad-

JJission by respondents that the la.w has l)f en violated 'as al!e.gecl in
suell complaint , and ,vai vel'S and other pl'mrisions as reqnln' d by t.he
C0111nission s rilles; and

The Commission having thereafter considered the matter and having
determined thak it had reason to believe that the rl,spondents have
violated t.he said Act, and that com plaint should issue st.at.ing its
eharges in that respect , and having thereupon aceept.ed tIle exeelIt'ecl
consent agreement and placed such agrcement on ,the public rccord
for a pcriod of thirty (30) days , now in further conforluity ,v!th
the procedure prescribed in Section 2.34 (b) of its rules , the Com-
mission hercby issues its complaint , makcs the foJlowing jlll'l;:dic1ional
findings , and miters the follmvl11g order:

1. Hespondent Computer Credit Systems, Inc. is a corporation orga-
nized, existing and doing business under and by virtue of the Jaws
of the State of Georgia , with its oIIce and principal plnce of IJlslness
located at 2DO Interstate Korth , Atlanta , GeoJ.gia.

Respondent George II. Nfltcrman is an individual and ofIc,pr oJ said
corporation. Said individual fOl'nmlates , directs and cont.rols the pol-
ieil's , acts and practices of the corporate respondent , including the acts
and practices under investigation. Said incliYlcll1fll responclent.:s address
is t.he same ns that of the eorporate re,spondcnt.

Respondents cooperate and act toge.ther in carrying out the acts
and practices being investigated.

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.

OlWER

It 'i8 ordered That respondents Computer Credit Systems , Ine" a
corporation, and its offeers , and George IT. Naterman , individually
and as an offce:!' of the said corporation , and respondents ' franchisees
tgents, reprcsentatives and CmTJloyces , directly or through any corpo-
rate or other device, in connection with the advertising, offering for
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sale or sale of franchises or credit card services , or any other products
or services , or in the operation of any credit card service or other busi-
ness in commerce, as "commerce" is d( fincd in the Federal Trade Com-
mission Ad, do forthwith cease and desist from, directly or by

implication:
1. (a) Heprescnting that franchisees can expect to or will make

any nurnber of sales; or representing, in any manner , the number
of saJcs made in thc past hy franchisee", unless in fact thc number
of past sales represented are those of a substantial number of
franchisees in the geographical area in which such representa-

tions are Inade and accurately reflect the average number of sales
of these franchisees under ' circumstances similar to those of the
persoll to whom the representation is made.

(b) Rcpr( senting that franchisees will earn or receive any stated
gross or net amount of earnings or profits; or rcpresenting, in any
lnanne, , the past earnings of franchisees unless in fact the past
earnings n prescnt.ed arc those of a substantial number of fran-
chisees in the geographical area in which such representations

nre made and accuratdy reflect the average earnings of these fran-
chjsl es nnder circumstances similar to those of the person to whom
th( re.presentat1on is made.

2. Representing that franchise,es can r,xpect to remain active
franchisees selling memberships for many years; or representing,
in any manner, the longevity or tenure of past or existing fran-
chisees unless in fact the periods of time represrmted arc those

eluring which sales efforts were actively pursued by a. substantial
number of franchisees in the geographical area in which the
representations are made.

:1. Representing that respondents ' program can be sold - with ease
to retaillnerchants; or misrepresenting, in any manner, the sale-
ability or respondents ' program or the acceptance 01 respondents
program.

4. Representing that any f!cographical area offered as a fran-
chise has not becn previously franchised by the respondents unless
in fact the said geographical area. has not been previously fran-
chised by the respondents.

5. Represe.nting that a franchisee needs no skin , knowledge
prior training, or experienc( to operate a successful franchise, un-
less the prospective :franchisee is fully find completely apprised of
all faets and responsibilities of operating respondents ' franchise.

6. Falsely representing that there is a "regional manager" or
other sales representative of rc.c:pondents who is interviewing
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other franehise applicants or persons who are interested in the
same area as are prospective franchisees; or that prospective
franchisees must act immediately in order to be considered for a
franchise; or misreprcscntillg in any manner , the nature and
extent of interest or the number of other applications for any
franch isc area,

7. R,epresenting t.hat fnlnchise holders receive substantial bene-
fits from bookkeeping charges or bonl1 es based on a percentage
of net credit charges submitted by members; or representing, in
any manner beneIits of franchisees \yhieh :l, re c1epmldont upon the
nd-ions of members nn1ess the benefit.s representec1 are t.hose
rpceiyec1 by substantial lllnnbers of the franchise ho1(le1'8 uncle-I'

circumstances similar to those of the person to ' whom the rep-
resentation is made,

8, (a) Representing that prospective franchisees risk losing

lit tIc or nothing ill investing in a respondents ' fnulc'hise;
(h) Representing- that. rrsponclpnt:- \yilll'epUI' c'!Jase franchises

\yithou1: conlclllporaneolls)y, clearly and C'ollspictlOllSly disrJos-
11112 in tll( frl1llchi e l'Ontril,rts or agreements thc price at \yliich
tll(' rpspondents ,,- il I repurchase:

(C) He-presenting- that rl' spolldents \yin f11d or a sist in the

l'psn 1e of fn1llchise \yithollt contellporalH' ol1sly. clearly and ('on-
spicuolls1y cl:sclosinp: in thp fmllcJJi"e contract or agTCCIlWnt the

amount of the J'C'sale pnJ'chase price ,,- Jiicl1 tlw respondents "..in
retain,

D. (a) J epj'espntillg thaI the respondents \y;llllot eJ'cise their

rig-ht to termillate franchises lor failure to maintain minimull
monthly s lles qnotns as is pro,-ided in the respondents ' fnlJwhise
agl'C'crnrnts: 01' m1sreprespnting, in fln ' malU1Pl' the act ions to he

taken 11 '- the respondents llnder its frfllcllise ilf!l'eements.
(b) Hppresl' llting that thc: respondents ,,-in pl'm- ic1e (1il'e,ct sales

sistance to fraJlC'hiscps in the e,ypnt the lranchise,cs should fail
to rnaintH.in their 111111n1111 monthly salE's flllOhl: or misrepresent-
ing-. in :1n ' manner the s81cs and other assistance: ftl1(l training
to ))(' flll'llislwd or lJUlde Hya11ab1e to tllP frf\nchi ees and their
eJllploy('ps,

n, l-1rJH' C'srnting. in any Hlflllwr. tJwt respondents ' program
has lccei\-ed JwtionaJ acceptance; or misrepresenting. in any
mHnnel\ t!w pxtent or degree of acceptancp or flppronll 01' re-

spondents ' progTam.
11, Heprpselltin 12' t.hat, there arc thousands of mp,Hllwrs 110nor-

ing a11 c.redit cards each and 8yery month under respondents ' pro-

--,U. SS.

, '
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grarn; or representing, in any mannCL the J1nmlJcr of nWllhr;'
in respondents' program nnlp s tlle. number r('pn ent('l is the

a.verage. nnmber oJ InemlH?l's ,,dlO :1ctllfllly (1cceptCfl c!' cdit ('Large:,
under the program and submitted p:lvJlent vOl1chrrs tl el'eJ'ol'

during the. lwehe month periC(l prece,c1ing the month ,,,lwn tl)('

representat.ion is mncle: 01' misn' J)re.;;f'nting in any manner, the
nall1l'e and C'xtent of respondents ' nWlnbership.

. Iieprcscnting that all credit chnrgro: s111nnittecl l!:der r(:-

sponr1ents pJ'ogl'nm are gl1nrnntred pn.yable or J'e pa ahie I':ith-
out rEcourse; or that respondents assmne all risl oJ non- pH:nncllt

' members ' customers; or t.hat. nwmbC'J's ('flll expect j 0 be S1l'C('::S-

fnl 01' sabsfl(;d 1\i1.11 the pedonnaJlcr of the respolllcnt:. prcg!'J1:
or that members usually continne using rC5pol1(lents' pl'ol-1'flm

for more than one year,
13. Heprcsentillg that n:spOn(lel1ts pJ'ogram is erol!omically

feasible for members; or thflt the use of the progJ'f111 ,"\" i11 rcsult

in increased sales volmne for l1Cmbei's: 01' that tllt prop-null cost
Jess than competing bank crcdlt canl p1'o l'ams: or miSl' prescnt-
ing in any manner, the cost or profitability of respoJllen(-s pro-
gram to 111Cmlwrs,

14. Representing that members complete. .iust onc simple -fOi'm

for nIl credit r.l1argcs: or rnisl'epr('srntillf2 in any m1111 ('L 11:e

procedures necessary to process credit cJwrg-es anclrecciyC' paY: lent
tberefor; 01' faiJing to disclose conterr'lloranconsl:v. clcarly OI' COJl-

spicllollsly any and a,lll'easons ,;",hich \yill p,'ecl11de receipt 01' full
payment, of credited charges sl1bl11tterl by members.

13. J eprcsenting that lllernbers reCeiY8 p:l,:nnent on or abo11t the
2;")t.h of e, e1')' month for each credit clmrge submitted to Hnci proc-
essed by the. respondents before the 10th of the same. month: 01'

misrepresenting. in any manner, the period of time in ,yhieh
members 1Till receive payment 1'01' credit charges submitted to the
respondents,

16. Reprcsenting that respondents have available a, $3 million
fund to provide fim1.cial resources nnrl ability to service mern-
bm' s; or representing, in any mamlel': the state of respondents

financial resources , 1\ithout disclosing the e,xact a.mount of net
1yorking capital as determined by Rn independent audit as Of the
end of the la.st completed fiscal period pn:cecliJlg the time the
repn:se,ntarion is rnnck.

It 

Inc,. it
fUTthc'i' O1'do' Thnt responclents Comrmtc- C,n:oit S stems,
corporation , 111(1 its ofEcers and Ge()'

:p 

I. Xate,nnan , incli-
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vidlHll1y and as an offee.r or said corporation , and respondents agcnts
representatives and employees , directly or through any corporate or
other device , in conneetioll with any extension of consumer credit Or'

any advertisement to aid , promote or assist directly or indirectly any
extension of consumer credit, as "consumer credit" and "advertise-
ment" are defined in Regulation Z (12 CFR 8226) of the Truth 
Lending Act (PlibJic Law 90-:121 , 15 D. C. 100l et seq. , to forth-
with cease and desist from:

1. Failing to employ the terms "finance charge

" "

annual per-
centage rate

" "

periodic rate" (or "rates ), as required by Sedion
226.7(a) of Regulation Z.

2. F liling to print the terms "annual percentrtge rate" and
finance charge " where required by Regulation Z to be llsed

nlO1" conspicuously than other required tenninology as set forth

in Section 226.6 (a) of Hegulation Z.
3. I" ailing to disclose the conditions under v,rhich any charges

other than the finance charge may be ilnposed , a,nd the mEthod

by which they will be determined, as required by Seetion 226.

(a) (0).
4. Failing to employ the term "previous balance" to describe

the outstanding balance in the account at the beginning of the:

hilling cycle , as required by Section 226.7(b) (1) of Regulation Z.
5. Failing to employ the term "payments" to describe the

amounts cl' ditl d to the ae( ount during th( biJ1ing cycle Jor pa
ments, "s required by Section 226.7(b) (3) of Regulation Z.

6. Failing to employ the term "fmance charge" to describe the
amount of any i-nallce charge debited to the account during tJH

billing cycle , itemized and identified to show the amounts , if any,
due to the application of periodic rates and the amount of any
other charge included ill the finance charge , as required by Sec-
tiou 220.7 (b) (4).

7. Failing to disclose the periodic rate (or rat.ps) that may be
used to compute the finance charge (wh( ther or Hot applied dur-
ing the billing cycle), as required by Section 22G.7 (b) (5) of Regn-
labon Z.

8. Failing to employ the term "annual percentage rat.e" (or-
rates ), as rcquired by Section 220.7 (b) (6) of Rcgulntion Z.
9. Failing to include a statemEnt of how Ule Imlunce upon l'lhich

the nnance charge was computed is (Jetermined , as required by
Section 226.7(b) (8) of Regulation Z.

10. Failing to e.mploy:t statenwnt aecompanying the term "new
bidancc" indica.ting th( dat.e by whjch or the period , if any, levithill
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which paYlllcnts must be made to avoid additional finance charges
as required hy Section 226.7(b) (9) of Regu1ation Z.

11. Failing, in any consumer ercclit transaction or advertise-
ment., to make all dise1osures , determincd in accordanee with Sec-
tion 226.4 and Section 22G.5 of Hogulation Z , in the manner , form
and arnonnt required by Section 22G. , Section 226. , Section

226. , Section 226. , and Section 22G. l0 of Heg-ulation Z.

III

It is further ordered That the respondents, in connection with

their efforts to ( ollcet monies owed by conSUllers OI ('harges sub-

mitted by member merchiwts and accepted by the reSI)onclcllt"s , ('case

and desist from the use of written dcbt colJection notices whic.h:

1. Simulate legal pro( ess.
2. Contain representations of (:redit.ors ' rights after judgment

to collect the principal , interest. anll( ost without disc-losing t.hat
judgment may not be entered against the debtor 11l1e s hp has

f-rst had an opportunity t.o appear and defend hilm,e1f in it eourt
of law.

It i8 fu:rther o'(lC1ed That respondents incident. to selling their

franchises and credit card services:
(a) Inform orally all persons to whom soli('jtnt,ions are mnrie

and provide in writing in all applications a-nd ('cmt-racts that, the
application or contract may be cancelled for an r reason by not.i-
fication to the respondent.s in writing wit.hin seven (7) da.ys fl"om
the date of execution.

(b) Refund immediately al1 monies to (1) all persons who

qlle8t. c.a.nceIJatjon of t.he application or C'ontra,ej ,;'it-hin seven
(7) clays from the execntion t.ll( reof. and (2) all persons who
IW11ceforth pay any monies for fraTH'hise fcp,s , deposits or down-
payments on franchises, membpl'ship fpps, membership duns or
discount fees and ,,1"10 show t.hat respolHlents ' soEc.it.ations , appli-
('at-ions , cont.rad-:s or performanr' e are or 'Ivpre a.thmrlpd \11. or in-
yolved violations of any of t.he, provisions of this order-

If is fnrthm' O1 dered That respondrnt- ('orpornJion shal1 fnrt.hwi1h
(fi tI"ihllt,e n copy of this order to ('a.eh of its oper' atin;v clivi-sion:..

If t'J further ordered. That respondpnt,s deliver a. copy of this oreier
to ('ease find dpsist to all present and fnture personnel engag-C'n in t.he
offer"i!H! for :'ale, or sale of anvprodl1ct, or serviee. and in t.he COI1-
Rummation of any extension of COnS\111er credit or in flny flSpE'ct of
prepnrntion , creation, or placing of ad\'eTtisjng-, and tJuvt respondents
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secure it signed staterYlcnt acknowledging reeeipt of said order from
each such person.

It is furthe'r ordcTcd That respondents notify the Commission at

Jeast thirty (30) days prior to any proposed dlOnge in the corporate
respondent such as dissolution , assig-nment or ,sale resulting in the

emergen( e of n successor corpoI'!Ltion , the creation or dissolution of
subsidiaries or any other changp, in the corporation which may aired
compliance obligations arising out of the order.

It i,r further onlered That the respondents herein sha.l1 , within
sixty (60) days after serviee upon them of Uris order, fiJe with the
Commission a report , in writing, setting forth in detail thn manner
and form in which they have complied with this order.

1:. THE J\'fA'lTlm OF

MATTEL, INC.

CONS:f KT ommn, ETC., IN HEGAHD TO 'I'HN ALLEGED VIOlATION OF THE

FED1'HAL TnADI COMMISSION ACT

Docket 0-207" 1. U01'J/p/..l'int, N()'. HJ71-lJerision, Nov, , 1.971

Consent order rcquiring a Hawthorne, Calif., toy manufacturer to cease using

in nny broadcast , print. or lIacknge advcrt.ising of t.heir t.oy products , addressed

to children , any distortion of their toys ' performances; using fanciful and
misleading brand names; and from making unfair and deceptive TV com-
mcrdals and lIaC';:age adverth;ing for their "Hot Wheels" and "Danccrina
Doll" and making other deceptive exaggerations concerning t.he performance
of their toys.

rPLAJNT

Pursuant to the provisions of the Federal Trade Commission Act
and by virtue of the aut.hority vested in it by said Act, the Federal
Trade Commission , having reason to believe that l\fattcl , Inc. , a cor-

poration , and Carson-Roberts , Inc. , a corporation, hereinafter referred
to as I'rspondents, have vio1atcd the provisions of said Act, and it
appearing to the Commission that a proceeding by it in respect thereof
would be in t.he public interest, hereby issues its complaint stating its
charges in thftt respect as fol1ows:

PARAGRAPH 1. Respondent :Mattel , Inc. is a corporation organized
existing a.nd doing business under and by virtue of the laws of the State

of Deja ware, with its prineipaJ oflee and pJaee of business Joeated at
5150 Rosecrans Avenue, Hawthorne, California.

Respondent Carson- Roberts , Inc. is a corporation organized , existing
and doing business nnder and by virtue of the Jaws of the State of CaJi-


