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Consent order requiring a Chicago. Ill., catalog retailer to cease violating the
Truth in Lending Ad b;V failng to disclose in its credit life and disability
insurance its flllJHwl pcrcentllge rate. the methml of computing its finance
charge. . am! foilng to compl;v ''lith other pro,- isions of Regulation Z of
said Act.

CO)IPL\IXT

Pursuant to the provisions of the Federal Trade Commission Act
and the TnJt h in Lending Act and the implementing regulation pro-
mulgated thereunder. ancl LJy yirtl1e .of the nlthority yest-ed in it by

said Acts , the Federal Trade Commission , ha'Ting re, a::on to believe
that Spiegel , Inc. , f1 corporation , hereinafter referred to as respond-

ent, has yiola,tec1 the provisions of said Acts , and it appearing to the
Commission that a proceeding by it in respect thereof would be in
the pnbl ie interest, hercby issues its complaint staCing its ( hRl'ges

ill that respeet as follows:
PA1LumAPII 1. Respondent Spiegel Tne. : is a corporation organized

existing a1ld doing business nncler and by virtue of the laws of the
State of DelfwflT!,: witl1 irs principlil offee and place of business
located at :2611 \Ye.st 28n1 Street, in the cit.y of Chicag() State of
Illinois.

P-\H. 2. Respondent. is fl, catalog retailer and is noTI, and for some
time last past. has been

, ,

engngec1 in the ac1yertisillg, offering for
sate , snle. and distribution of c.lothing I1m/sehold lpplinnces : kitchen-
,\yare: bedcl ing, furnit1lre" radio : .luggage , tools , tires and various

other article,s oJ merchandise.
p-,\TI. :3. In r.he ordinary conrse RllCl conduct. of its lmsiness as afore-

said : respondent regularJy exte.nc1s : find for some time in the past has
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Tlllarly ,extnded , consumer credit , as "consumer credit" is defined
in Regulation Z , the implementing regulation of the Tl1lth in Lend-
ing Act duly promulgated by the Board of Governors of the FederaJ

Reserve System.

PAR. 4. Subsequent to July 1 , 1969 , in the ordinary course of its
business as aforesaid, and in connection with its credit sales, as
credit sale" is defined in Regnlation Z , respondent has caused to be
delivered imd is delivering to its enstomers periodic statements, as
required by Section 226.7 (b) of Regulation Z. By and through the
use of these periodic statements , respondent:

1. For a period of time after July 1 , 1969 , sold credit life insurance
to be written in connection with its credit sa1es:

(a.) withont obt.aining a specifi( dated and separately signe.caffl'm-
ative written indication of the customer s desire, for such insurance
a.nd

(b) without disclosing the cost of sllch insurance to the cllstomer
in the insurance authorization signed by such customer.

Failing to proyjde for such authorization and disclosure pnrsnant to

Section 226.4(0) (5) of Regulation Z, respondent \Yos required to

include the cost of such insurance in the amount of the iinH,nce
eharge and by failing to - do this, respondent f dled to state the
nrnount of the finance charge accurat.ely, as required by Section
226.7 (b) (4) of Regulation Z, and thereby also failed to state
the annual pe.rcf'ntage rate accurately, as required by Section
226.7(b) (6) of Regulation Z.

2. In some. instances failed 11nd is failing, to disclose the date by
,vhi('h or the period , if any, ,,- ithin which payment of the "New
Balance, :: may be, made to a ,"aiel additional finance charges, as re-
quired by Section 226.7(b) (9) of Regulation Z.

3. Failed to disclose the lower balance to which the periodic rate
applied , ,,-hen application of the periodic rate did not yield an
amount equal to the minimum finance. charge , as required by Sections
226.7(b) (5) of Regulation Z.

4. Arranges the, sequenc.e of certain disclosures on the face of the
aJoresaid periodic statements in the -follO\ving manner:

By and through the use of t.his language and seqmmce of dis-
closures, respondent:

a. Represents, direct.y or by imp1ication that it computes the
iinance charge by applying a pe1'iodic rate to the previous bahnc.e
after dedllct.ing payments and other credits made during the previous
billing cycle. In faet , respondent computes the finance charge on the
prcvious balance before deduct.ing payments or credits. Therefore
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respondent confuses or misleads the customer a.nd obscures or

detracts attention from a certain required disc10sure (the method of
eomputing finance charges which appears on the reverse side of the
periodic sta,tement), contrary to Section 226.7 (c) (4) of Regulation Z.

b. Fails to make the disclosures required by Section 226.7 (b) of

R.egulation Z in a, meaningful sequence, as required by Section

226.6 (a) of Regulation Z.
PAIL 5. In the ordinary course of its business as aforesaid , for a

period of time subsequent to July 1 , 1D6D , respondent caused adver-
tisements to be published , as " a.c1vertisement" is defined in H.egula.
bon Z. These advertisements nided , promoted or assisted direotly or
indirectly extensions of consumer credit in connection ,vith the sale
of rcspondent:s goods. By and through the use of the advertisements
respondent:

1. In its advertising supplement to the " Cincinuflti Enquirer" and
in other direct mail advertiseme-nts , by using the phrase "Send no
moneyt stated directly or by implication that no downpayment was
required , ,,,it-hout also dearly and conspicuously setting forth, in
terminology prescribed in Section 226.7 (b) of Hegulation Z , all items
required by Section 226.10 (c) of Hegulation Z.

2. In a schedule of credit terms contained in all of its catalogs

failed and is failing to (Eselose the lmyer ba1ance to whieh the
periodic rate applies , when application of the periodic rate does not
,yield an a.mount equal to the minimurn finance eharge, as required
by Section 226. 10(c) (4) of Regulation Z.

PAH. 6. Pursuant to Section 103(k) of the Truth in Lending Act
responc1enfs afore.-nic1 failures to comply with the provisions of
Regulation Z constitute ,' iolntions of that Ad and, pursuant to

Section 108 thereof , respondent thereby violated the Federal Trade
Commission Act.

DECISIOX A "-D OUDEH

The Commission having heretofore determined to issue its com-
pJaint charging t.he respondent named in the caption hereof with
iolation of the Truth in Lending Act , and the respondent having

been served with notice of sitch determination a.nd with a copy of the
complaint the Commission intended to issue, together with a pro-
posed form of order; and

The. respondent find counsel for the Commission having therea.iter
executed an agl'eernent containing a consent order , an admission by
the respondent of all the jnrisdictional facts set forth in the afore-
said dra.ft of compJninL n. tatement that the signing of said agree-
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ment is for settle.ment purposes only and does not constitute 
admission hy respondent that the. hI'," has been violated as al1eged
in said complaint , and aiYcrs and other provisions as required by
the Commission s rules; and

The Commission having considered the agreement and having
accepted same and the a,greement containing consent order having
thereupon been p1aced on the pubhe record 1'01' a period of thirty
(30) days , now in further conformity with the procedure prescribed
in Section 2. 34 (b) of its rules the Commission hereby issues its com-
plaint , makes the fol1o ing jurisdictional findings, and enters the

fol1owing order:
1. Respondent Spiegel, Inc. , is a corporation organized , existing

and doing business uncler and by virtue of the la-ws of tl1c State of
Dela\\are , \\'ith its offce and princ.ipal place of business located at
2511 'Vest 23rd Street in the city of Chicago , St.ate of Illinois.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the responc1ent: and the proceeding

is in the public interest..
ORDER

It is ordo' That rcspondent, Spiegel , Inc. , a corporat.ion, Hnd

its offcers , agents , representatives and employees , directly or through
any corporate or other device, in connection -wLth any extension of
('onsnme1' crerlit or in connection ,,- ith any advertisement to 1tic1
promote, or assist directly any extension of consumer credit, a,
consumer cre,diC rmc1 " achertisemenf' are defined in Rcgl1)ation Z
(12 C. R. 8226) of the Tl'th in Lending Act (Pub.L. 90-321

15 1J. C. 1601 et seg.

), 

shan cense and desist from:
1. Failing. in any credit transaction , to include and to itemize

the runount of premiums -for credit life and disability insurance
as part of the finance charge , 111l1L'ss the, amount of snch pre-
mil111S is exclude,c1 from t11e finance, charge becallse of appropri-
ate exerc.ise of the option available l)1rsuant to Section 226.4(a)
(5) 01' Regulation Z.

2. Failing, on any periodic statement. (except in the case of
an account \Yllich it deems to 1m uncollectible, or \yith respect to
Ivhieh delinquency coDection procedures have been jnstitutec1),

(a) to clearly and conspicllously disclose the corred
amount of 1he finance charge determined in accoTChnce with
Section 226A- of Heguhtion Z, and to itemize and identify
snch linancc charg'" as required by Section 226.7(b) (4) of

Hegulation Z;
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(b) to disclose the "annna1 percentage ncte" computed in
accordance. with Seetioll 226.5 of Hegulation Z , as required
by Section 226.7 (b) (6) of Regulation Z;

(c) to disclose the date by ".hieh or the period, if any,

within ,yhieh payment of the " ne," ba1a.nGe:' ma.y be made
to ayoid additionnJ finnllce charges , as required by Section
226. 7(b) (D) of J\egnlntion Z: and

(d) to disclose the lo,,-er balance to which the periodic
rate applies , when application of the periodic. rate cloes not
yield an amount equal to the minimum finance charge: as

required by Section 226.7 (h) (,,) of Regulation Z.
3. Separating the (1isclosures so as to confuse or mislead the

customer or obscllre or detract attention from the required dis-
closure of the llwthocl of computing finance charges, pursuant to
Section 226.7(G) (4) of Hegulation Z , by representing that it
computes the finance charge in any manner other than that

actually nsecl by respondent.
4:. Hepre enting in any Hcl\-ertisement , cataJog, or brochure

direct.ly or by implication , that no c1mn1pa.yrnent is required

,yithout clearly and conspicuously setting forth , in the termi-

nology prescribed in Section 22G.7 (b) of Regulation Z, each

item reqnirec1 by Section 22(-.10((') of Regulation Z , or, as a.n

alternatiye to the foregoing,

Failing to refer to a chec1tllc or statement of ereclit terms con-
taining the. disclosures reqnir8cl by Section 226. 10(c) of Regula-

tion Z by jncorporating in immediate conjunction ,,,jth the
representation that no clo\Yl1payment is reCIuired, pursuant to

Section 226.10(b) 01' He.gnbtiol1 Z, a statement simihr to the

fol1owing;

If :VOll elect credit . spe credit terms Oil page-

5. Failing, il1 a. schedule of credit, terms in any of its catalogs
or other multiple page acl,-ertjs8ments , to disclose the lower bal-
nl1ce to ,,,bich the periodic rate applies , when lppljcatioD
of the periodic l'flte does not yield an amount equal to the
minimnrn finance charge. as requirecl by Section 226. 10(c) (4)
of RegulnJion Z.

G. FailLng, in Hny consumer cn:.lit transaction or advertise-
ment, to make the. disclosures , determined in a.ccorclance with
Sections :22G.4 and 2:2G.3 of Regulation Z , in the manner , form
and flluount required by Sections 226. , 220. , 22ELS a.nd 226.

of Regulation Z.



FEDERAL TRADE COMMISSION DECISro:',rS

Decision and Order 80 F.

J t is furthei' o?'deTed That respondent, in connection with each
srtle of credit life insurance written in connection with its credit sales
on or rtfter July 1 : 19G9 , in ,,,hieh respondent failed to obtain a spe-
cific c1nte,c1 and separately signed affrmatlye written indication of

the ('lstomer s desire for such insurance and thercaftfT failed to
include the charges for such insnrfmce in the amount of finance
charge debited to the c.nstomer s Hc,count monthly, shall mail to each
cust.omer to ,,-ham such sale of credit life insurance '''as made and

,,-

hose account is in open or current status, the following not.ice, and
aecompfwying letter:

We l1ereb ' supply you with the following information concerning your credit
life iJl,:urance pOlicy:

1. 'The cost of credit life insurance ..,,hieJ1 has been charged to you since you
nvrned this account ,,' jth Spiegel , Inc. is 13 per hundred danaI's of the unpaid
balance.

2. Snch insurance vms not RDd is not required as a condition to Spiegel'
extendiiJt: credit to YOll.

3. Yon Jmn.' a rig:ht to request cancellation of this policy, You may exercise
your right to cancel by signing (on Jine 1) that portion of the enclosed notice

cancelUng yom credit life inSllrance policy and returning it to Spiegel, Ine.,
in the nccompanying self-addre!'sed 0nye10pe. Snch cnncel1ation is effectiye wbell
recein'd by SpiegICl, Inc. Yon understand that once 1mYing cancel1ed you wil
11aye no rights under the vaHey eyen though the policy may haye been in effect
up to the time of cancellation.

-:. If yon desire to continue your credit life insurance policy, you should sign
that portion of the pnclosed notice (on line 2) which indic tes your desire for
imnnmce coverage and return it to Spiegel , Inc, in the accompanying self-
addressed e:nYE love.

Credit Life Insurance :\otice

I hereby request cancellation of my credit life insurance covering thc above

account. I lmc1er:'taml that upon receipt of this cancellation I wil ha'ie no bene-

fits under any insnrancc policy with respect to theabon a('count.

(1) Date
(Sig-nature of ('1\stOI1Cl' in who"e nflnle account is recorded)

I desire to continue my credit life insurance policy.
(2) Date -

(Signature of customer in \dlOse Jlflme account is rccorded)

It is iJ.uportflut that you return this notice before--

_--

Hespondent s obligations nnder this prm:ision shan not be fulfilled
llntil each cllstonH r ai1'ected by it has returned the noUce specified
berein , prodded that as long as respondent can clE'JllOnst.rate that an)'
sl1('h customer cannot bE', contacted 01' that nny such customer failc(1
to reply after respondent expended reasonable efforts , in writing or
orally, to l'ilec:t such reply monthly for it period of four months after
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mailing the notice to snch cnstomer , respondent shall have eomplied
with this provision.

It is further oTdererl That respondent deliver a, eopy of this order
to eeasE' and desist to all present and future personnel of respondent

at its general offces in Chicago ,v11o are engaged as head of the
particular department, in the extension of consumer credit or in
any aspect. of preparation : creation, or placing of advertising and
that respondent secure a signed statement acknowledging recetpt of
said eopy of this order from each such person,

I t is fw,ther ordered That the respondent notify the Commission
at 1east thirty (30) days prior to any proposed change in its corpo-
rate form , snch as dissolution , assigmnent or sale resnlting in the
emergence of a successor corporatioll the creation or dissolution of
3ubsidiaries, or any other changes in the corporation which may

affect. compliance obligations arising ont of this order.
It i8 fWl'theT onlered That the respondent sha1l , ,yit-hin sixty (60)

days after the sel'yice upon it of this order , file with the Commission
a report , in writing: ettiJlg forth in detail the maJlner and fonn in
,yhieh it has compJied with this order.

Ix THE l\IATTEH OF

STE\YART BROTHERS & AL\L\RD CmIPANY , ET AL.

COXSEKT OHDER , ETC. : IX REG,\TIn TO THE . \LLEGED YlOL,\TlOX OF THE

TRLiTH IX LEXDIX(; .\XU TJ-TJ YEnElL\L TlunE CO DIlSSlOX ACTS

Docket C- 2121' COlljJlal11t, JOII. 3, 1.9i' lJeci8ion, .Jan, 3, 1.9'/2

Consent order requiring !l ::l'\yurk, Ohio , c1efller in furniture !lnd app1i!ll1res

to cease Yiolating the Truth ill Lending \ct b:- failing to properly l1 C Oll

instflIlment contrnets the terms ;; final1ce charge,

" .'

casl1 rlo\yn pa nH'nt,"

nnprlicl balance of cash price," " (1Ptl'l'ec1 payment l'Jrice '. and otber di
closures re(lnirecl by Hegulfltiol1 Z of ",nid ,'\ct.

COl\PL,\IXT

Pursnant to the proyisions of the Truth in Lending Aet and the
ilnplementing rcgnbtion thel' nnder , :llt1 the Federal Trade Com-

mission Act , and by yirlu8 of the authority ycsted in it by said Acts
the Ferleral Trade Commissi()1 , IUl.ying reason to bel1eyc that Stewart.
Brothers &, \.hYard Compal1Y fl corporat.ion and 'Vnlter T, BrO\yn

Floyd F, Layman , IIe1en (,OII) Heitter

, '

and Hmmrd ,I'. Kraner

487-583 O-T3-


