CARPET INTERIORS, ET AL

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

Docket C-2277. O'ompltmnt Sept 6, 1972—Demsw'n,, Sept. 6, 1972

Consent order requiring a Foleroft, Pennsylvania, seller and distributor of
carpeting and other merchandise, among other things to cease representing
that any price for their merchandise is a special or reduced price, unless
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- such price constitutes a significant reduction from the established selling
_price; advertising for the purpose of obtaining leads or prospects unless the
. ‘advertlsed products are capable of performing their advertised functwn and
" an adequate stock is maintained ; disparaging or refusmg to sell any ‘prod-
. uct ‘advertised; misrepresenting the quality. or properties of any of their
_.merchandlse falsely advertising, deceptively guaranteeing, and misbranding
their textile fiber products; and failing to disclose to customers-any -dis-
closures requlred by Regulation Z of the Truth in Lending Act. Respondents
. are further requlred to include on the face of its notes a notice that if the
" contract is sold to a third party, the customer may be required to make pay-
ments to someone other. than the seller even if the purchase contract-is not
fulfilled. . :

. COMPLAINT :

Pursuant to the provisions of the Federal ’I‘rade Comm1ssmn Act,
the Textile Fiber Products Identification Act, the Truth in Lendmg
Act and the 1mplement1ng regulation promulgated thereunder, and
by virtue of the authority vested in it by said Acts, the Federal Trade
‘Commission, having reason to believe that Carpet Interiors, a cor-
poration, trading and doing business as Remnant. City, and Rudolph
J. Pentima and Marvin Zeitz, individually and as officers of said cor-
:poratlon, hereinafter referred to as respondents, have violated the pro-
visions of said Acts, the implementing regulation, and the rules and
regulations promulgated under the Textile Fiber Products Identifica-
tion 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:

Paracrape 1. Carpet Interiors, trading and doing business as
Remnant City, is a corporation organized, existing and doing business
under and by virtue of the laws of the Commonwealth of Pennsylvania,
with its office and place of business located at 1852 Delmar Drive, in
Foleroft, Commonwealth of Pennsylvania.

Respondents Rudolph J. Pentima and Marvin Zeitz are 1nd1v1duals
and officers of said corporation. They formulate, direct and control
the acts and practices of the corporate respondent, including the acts
and practices hereinafter set forth. Their business address is the
same as that of the corporate respondent.

The respondents cooperate and act together in carrying out the acts
and practices hereinafter set forth.

Par. 2. Respondents are now, and for some time last past have been,
engaged in the advertising, offering for sale, sale and distribution of
carpeting and other merchandise to the public.
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Allegmg v1olat10ns of Sectlon 5 of the Federal Trade Comm1ssmn
Act the a,llegatlons of Paragraphs One and Two, hereof, are mcorpo
rated by reference i in Count I as if fully set forth verbatnn '

Par. 8. In the course and. conduct of their busmess, as a,foresa,ld
respondents now. cause, and for some time last past have caused, their
said. merch&ndlse, when sold, to be shipped from their. place of busi-
ness in- the Commonwealth of Pennsylvania to. purchasers thereof
located in various States of the United States and mamtam, and at all
times mentioned herein-have mamtamed a substantial course of trade
in said merchandise in commerce, as “commerce” s defined i in the Fed-
eral Trade Commlssmn Act.

Par. 4. In the course and conduct of thelr a.foresald busmess, and for
the purpose of inducing the purchase of their merchandise, - the re-
spondents have made, and are now makuig, numerous statements and
representations in advertisements inserted in newspapers, dlsseunnated,
through the mails and by means of television broadcasts and by other
media with respect to the nature and limitations of their oﬂ"ers,'thei
prices, quality and guarantees of their merchandise. . -

Typical and illustrative of such statements and representatlons, »bri__t
not all-inclusive thereof, are the following: ‘

Christmas Warehouse SALE’

SAVE HUNDREDS ’ : -

$129 . $149 >
. 501 Nylon Continuous Filament

100% Nylon Pile '

* L » * d * o ¥ L%

$189 o $239

Dupont 501 Nylon Pile Acrilan Cut Pile

% * 2 Ey ’ * * *
! L

$269 o : "~ $359

Acrilan:Cut Pile o Kodel Embossed Patterns

(The above-stated prices and quality designations are 1mpr1nted on
photographs of ca,rpetlng which appears to be of superior grade ).

: 20.year guarantee
. WARBHOUSE SALE—3 DAYS ONLY'
NO MONEY DOWN

Par. 5. By and thro'ugh the use of the above-quoted statements and
representations, and others of similar import and meaning not ‘ex-

pressly set out-herein, respondents have represented and are now
representing, directly or by implication, that :
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1. During the period of their advertised “Christmas Warehouse
SALE,” or words of simjlar import and meaning, their advertised
prices ‘of their carpetmg represent a reduction from the- prlces at
which they have made a bona fide offer to sell, or have sold, said car-
petmg on a regular basis for a reasonably substa.ntml perlod of t1me in
the recent, regular course of their business.

A Purchasers of their carpeting realize ‘a savings of hundreds of
dollars from the actual prices at which such carpeting was offered for
sale, or was sold, by respondents in good faith for a reasonably sub-
stantlal period of time in the recent, regular course of their business.

" 8. Their represented reduced prices for their carpeting are offered
only during the limited period of the sale and such reduced prices will
be returned to their pre-sale bona fide offering price or to some other
substantlally hlgher amount 1mmed1ately after completion of the sale.

. 4. Their offers, as set forth in their advertisements, are bona, fide
offers-to sell their advertised carpetmg at the prlces and on the terms
and conditions'stated. , e

‘5. Their advertised carpetmg has the general appearance, texture :
and-thickness of’ supemor “grade carpeting in comon use. ;

6. Their carpeting is uncond1t10na11y guaranteed for a deﬁmte
period of time.

Par. 6. Intruth and in fact:

1. During the period of their advertised “Christmas Warehouse
SALE,” or words of similar import and meaning, the advertised
prices -of respondents’ carpeting do not represent a reduction from the
prices at which respondents have made a bona fide offer to sell, or
have sold, such carpeting on a regular basis for a reasonably substan-
tial period of time in the recent, regular course of their business.

2. Purchasers of respondents’ carpeting do not realize a savings of
hundreds of dollars or any other significant amount from the actual
prices at which such carpeting was offered for sale, or was sold, by
respondents for a reasonably substantial period of time in the recent,
regular course of their business. :

3. Respondents’ represented reduced. prlces are .not offered for a
limited period of time, but are the prices at which respondents sell, or
offer to sell, their carpeting on a regular basis for a reasonably sub-
stantial period of time in the recent, regular course of their business.

4. Respondents’ offers are not genuine or bona fide offers to sell
their advertised carpeting at the prices and on the terms and condi-
tions stated but are made for the purpose of obtaining leads as'to per-
sons interested in the purchase of their carpeting. After obtaining such
leads through response to said advertisements, respondents’ salesmen
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called upon such' persons; but:made no effort. to sell: the ‘advertised
“carpeting. Instead, they exhibited what they: represented to be ‘the
advertised carpeting which; because of its poor appearance and condi-
tion, was usually rejected on sight by the prospectlve purchiaser. Con-
currently, higher priced carpetmg of superior quality and texture wés
pr%ented which by comparison disparaged and demeaned the advér-
tised carpetmg By these and other tactics, the purchase of the advei-
tised carpeting ‘was dlscouraged and respondents,’ through their
salesmen,: attempted to, a.nd frequently d1d sell: the hlgher prlced
carpeting. -

5. Respondents’ adverlused ca,rpetmg does not have the general ap-

peara.nce, texture or thlckneSS of supemor grade carpeting in common
use. -
6. Respondents’ carpetmg is not uncondltlonally guaranteed an
every respect without. conditions or limitations for a-definite period of
time. Such’guarantees as may be furnished in connection therewith
are subject to numerous terms, conditions and limitations and fail to
set, forth the nature and extent of-the guarantee, the identity of the
guarantor and the manner in which the guarantor will perform there-
under

‘Therefore, the statements and representatmns set forth in Paragl aph
Four and Paragraph Five, hereof, were, and are, false, Imsleadmg and
deceptive.

Par. 7. In the further course and conduct of their business, and in
furtherance of a sales program for inducing the purchase of their
carpeting and floor coverings, respondents and their salesmen or rep-
resentatives have engaged in the following additional unfair, false,
misleading and deceptive act and practice :

In a substantial number of instances, and in the usual course of their
business, respondents sell and transfer their customers’ obligations,
procured by the aforesaid unfair, false, misleading and deceptive
means to various financial institutions. In any subsequent legal action
to collect on such obligations, these financial institutions, or other third
parties, as a general rule, may cut off various. personal defenses, other-
wise available to the obligor, arising out of respendents’ failure to pex-
form or out of other unfair, fa,lse, misleading or deceptive acts and
practices on the part of respondents.

Pagz. 8. In the course and conduct of their aforesaid business, and at
-all times mentioned herem, respondents have been, and now are, in
substantial competition, in commerce, with corporations, firms and in-
dividuals engaged in the sale of merchandise of the same general kind
and nature as the aforesaid merchandise sold by the respondents.
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.. PaR. 9. The use by the respondents of the aforesaid false, misleading
a,nd deceptive statements, representations, acts and Ppractices, and their
failure to disclose matemal facts, as aforesaid, 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 repre-
stations were, and are, true and complete and into the purchase of sub-
stantial quantities of respondents’ merchandise by reason of said
erroneous and mistaken belief. Respondents’ aforesaid acts and prae-
tices unfairly cause the purchasing public to assume debts and obliga-
tions and to make payments of money which they mlght othervnse not
have incurred.

... Par..10. The acts and practlces of the respondents as herem alleged
Were, and are, all to the prejudice and injury of the public and of
respondents’ competitors and constituted, and now constitute, unfair
methods of competltlon in commerce and unfair and. deceptlve acts
and practices in commerce in v1ola,t10n of Sectlon 5 of the Federal
Trade Comm1ss1on Act. e : : :

. - COUNT II

Allegiﬁg violation of the Textile Fiber Products Identification Act -
and the implementing rules and regulations promulgated thereunder,
and of the Federal Trade Commission Act, the allegations of Para-
graphs One and Two hereof are incorporated by reference in Count
IT as if fully set forth verbatim.

Par. 11. Respondents are now, and for some time last past have
been, engaged in the introduction, delivery for introduction, sale,
advertising, and offering for sale, in commerce, and in the transporta-
tion or causing to be transported in commerce, of textile fiber products
including carpeting and floor covering and have sold, offered for sale,
advertised, delivered, transported and caused to be transported after
shipment in commerce, textile fiber products, either in their original
state or contained in other textile fiber products, as the terms “com-
merce” and “textile fiber product” are defined in the Textile Fiber
Products Identification Act. '

Par. 12. Certain of said textile fiber products were misbranded by
respondents within the intent and meaning of Section 4(a) of the _
Textile Fiber Products Identification Act and of the rules and regula-
tions promulgated thereunder, in that they were falsely and decep-
tively advertised, or otherwise identified as to the name or amount of
constituent fibers contained therein. ,

Par. 13. Certain of said textile fiber products were falsely and
deceptively advertised in that respondents in making disclosures or
implications as to the fiber content of such textile fiber products in
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written advertisements used to aid, promote, and to assist, directly or
indirectly, in the sale or offering for sale of said products, failed to
set forth the required information as to fiber content as specified by:
Section 4(c) of the Textile Fiber Products Identification Act, and:
in the manner and form prescribed by the rules and regulations pro-
mulgated under said Act.

Par. 14. Among such textile fiber products, but not limited thereto,
was. carpeting which was falsely and deceptively advertised in The
thladelphm Inquirer and The Philadelphia. Bulletin, newspapers
pubhshed in the city of Philadelphia, Commonwealth of Pennsyl-
vania, and having a wide circulation in the city of Philadelphia,
Commonwealth of Pennsylvania and. various other States of the
United States, in that said carpeting was. described by such fiber
connoting terms among which, but not limited thereto, was “Acrilan,”
and the true generic names of the fiber contained in such carpetmg
was not set forth. :

Par. 15. By means of the aforesaid advertlsements and others of
similar. import and meaning not specifically referred to herein, re-.
spondents have falsely and. deceptively advertised textile fiber prodm
ucts in violation of the Textile Fiber Products Identlﬁcatlon Act in.
that said textile fiber products were not advertised in accordance with
* the rules and regulations promulgated thereunder in the following
respects:

1. In disclosing the fiber content information as to floor coverings
containing exempted backings, fillings, or paddings, such disclosure
was not made in such a manner as to indicate that such fiber content
information related only to the face, pile or outer surface of the floor
covering and not to the backing, filling or padding, in Vlolatlon of
Rule 11 of the aforesaid rules and regulatmns

9. A fiber trademark was used in advertising textile fiber products,
without a full disclosure of the fiber content information required by
said Act, and the regulations promulgated thereunder, in at least one
instance in said advertisement, in violation of Rule 41(a) of the afore-
said rules and regulations.

8. A fiber trademark was used in advertising textile fiber products,
containing only one fiber and such fiber trademark did not appear, at
least once in the said advertisement, in immediate proximity and
conjunction with the generic name of the fiber, in plainly legible and
conspicuous type, in violation of Rule 41(c) of the aforesaid rules
and regulations. :
_ Par. 16. The acts and practices of respondents as set. forth above
were, and are, in violation of the Textile Fiber Products Identifica-
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tion Act and the rules.and. regulations promulgated thereunder, and
constltuted and now; constltute, unfair and deceptive acts and.prac-
tloes, in commerce, a,nd unfa,lr methods of competltlon, in commerce,‘
under the Federal Trade. Comm1ss1on Act R

COUNT jucy

Allegmg violation of the Truth in Lendmg Act and the 1mplement-
ing" regulation promulga,ted thereunder, and ‘of the Federal Trade
Commission Act, the allegations of Pa,ragraph One and Paragraph
Two, ‘hereof, are 1noorporated by reference m Count III as 1f fully
set forth verbatim. =

Psg. 17. In the ordinary course and conduct of their busmess‘as ’

aforesaid, respondents regularly extend consumer credit, as “consumer
credit” is defined in Regulation Z, the implementing regulation of the’
Truth in Lending Act, duly promulgated by the Board of Governors:
of the Federal Reserve System.

. Par."18. Subsequent to July 1,11969, respondents in the ordmary
course ‘of ‘business’ as’ aforesaid;’ and in ‘connection with ‘their credit’
sales, ds “credit sale” is defined in Regulatlon Z, have caused, and’are’
now causing, customers to execute binding retall mstallment contraci;s,E
hereinafter réferred to as the contracts. =~ "

Par. 19. By and through the use of said contracts, respondents :

1. Fail, in many instances, to disclose the “total downpayment” in
~ the manner and form required by Section 226.8(c) (2) of Regulation

7. . v o

2. Fail, in many instances, to disclose the “unpaid balance of cash
price” in the manner and form required by Section 226.8(c) (3) of
Regulatlon Z. ‘

3. Fail, in many instances, to use the term “amount ﬁnanced”
describe the amount of credit extended; and to disclose the amount
of the “amount financed,” as requlred by Section 226.8(c)(7) of
Regula,tlon Z. ,

4. Fail, in many instances, to use the term “finance charge” to de-
scribe the sum of all charges required by Section 226.4 of Regulation
Z to be included therein; and to disclose the dollar amount of the
“finance charge,” as required by Section 226.8(c) (8) (i) of Regula-
tion Z.

5. Fail, in many instances, to disclose the annual percentage rate,
computed in accordance with Section 226.5 of Regulation Z, as re-’
quired by Section 226.8(b) (2) of Regulation Z. '

6. Fail, in many instances, to disclose the sum of the cash price, all
charges which are included in the amount financed but which are not
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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. -~ - . 7 wosvo oo e any
" 4. Fail, in-many instances, to use the term “total of payments”. to
describe the sum of the payments scheduled to repay the indebtedness;
and to disclose the number, dates and amounts of payments scheduled
to repay the indebtedness, as required by Section . 226.8 (b) (3) :of
Regulation Z. - e e el s

8. Fail, in many instances, to identify the method of computing.any
unearned portion of the finance charge in the event: of prepayment
of the obligation, as required by Section 226.8(b) (7) of Regulation

9. Fail, in.many instances, to make all disclosures required to-be
made by Sections 226.8(b) and 226.8(c)-of Regulation. Z,-computed
in accordance with Sections 226.4 and 226.5 of Regulation Z and dis-
closed in the form and manner prescribed under Section 226.6 of Reg:
ulation Z, in violation of Sections 226.6 and 226.8 of Regulation Z.

Par. 20. By and through the use of respondents’ contracts, in many
instances, a security interest, as “security interest” is defined inSec- |
tion 226.2(z) of Regulation Z, is or will be retained-or acquired in
real property which is used ‘or expected to be used as ‘the principal
residence ‘of the respondents’ customers. Respondents’ retention or
acquisition of such security interest in said real property ’thereby
entitles their credit customers to be given the right to rescind that
transaction until midnight of the third business day following the
consummation of the transaction or the date of delivery of all the
 disclosures required by Regulation Z, whichever is later.

Respondents have, in some instances, failed to give their credit
customers the right to rescind until midnight of the third business day
following the consummation of the transaction or the date of delivéry
of all disclosures, whichever is later, failed to fill in the dates so
credit customers would know when the right to rescind expired, and
have failed to set forth the “Effect of Rescission” in the rescission
notice to their customers, as required by Sections 226.9(a) and (b)
of Regulation Z. : '

Par. 21. In the ordinary course of their business as aforesaid, re-
spondents cause to be published advertisements of their merchandise
and services, as “advertisements” is defined in Regulation Z. These .
advertisements aid, promote or assist, directly or indirectly, exten-
sions of consumer credit in connection with the sale of these goods
and services. By and through the use of the advertisements,
respondents: o -
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- ‘State that “No Money . Down,” thereby implying.no.downpayment
isirequired in conneétion with a consumer credit, transaction, -without
also stating all of the followmg items in terminology: prescrlbed under
Section 226 8 of Regulwtmn 5 a8 requlred by Section 226.10(d) (2)
thereof : :

(1) the cash price; ‘

:-+(i1) the number; amount and due dates of: perlod of payments

scheduled to repay the indebtedness if the credit is extended;. ' - ;
(iii) the amount-of the finance charge expressed as.an annual per-
cent;a,ge rate; and - o : :

.(1v) the deferred pa.yment pnce

Par. 22. Pursuant to Section 103 (q) of the Truth in Lendmg Acb
respondents’ aforesaid failures to comply with the . provisions:of
Regulation Z, constitute violations of that Act, and, ‘pursuant to Sec-
tion 108 thereof, respondents thereby v1olated the- Federal Trade
Commlssmn Act. - : : o

DECISION' AND: ORDER' LTy

The Federal Trade Commlssmn having mltla.ted an mvesugatlon
of certain acts and practices of the respondenrts named in thé caption
hereof, and the respondents having been furnished thereafter with
a copy of a draft of complaint which the Washington, D.C. 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 thirty (30) days, now in further conformity with the
procedure prescribed in Section 2.34(b) of its rules, the Commission
issues its complaint, makes the following jurisdictional findings, and
enters the following order:
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o, Respondent Carpet Tiiteriors: trading and doing business as Rem-
nant -City -is a corporation organized, existing; and: doing business
under and by virtue of the laws of the Commonwealth of Pennsyl-
vania with its office and place of -biisiness located at 1852 Delmar
Drive, in Foleroft, Commonwealth of Pennsylvania.

Respondents Rudolph J:Pentima and Marvin Zeitz are 1nd1v1dua,ls
and officers of said corporation. They formulate, direct and control
the acts and practices of the corporate respondent, and their busi-
ness address is the same as that of the corporate respondent.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the r%pondents and the- proceedmg
is m the pubhc mterest '

I

It is ordered, That respondents Carpet Interiors, a corporation,
trading and domg busmess as Remnant City, its successors and assigns,
and its officers, and Rudolph J. Pentima and Marvin Zeitz, individ-
ually and as officers of said corporatmn, and respondents’ agents,
representatives and employees dlrectly or through any corporation,
subsuilary, division or other device, in connection with the advertis-
ing, offering for sale, sale or distribution of carpeting or any other
merchandise in commerce, as “commerce” is defined in the Federal
* Trade Commission Act, do forthwith cease and desist from:

1. Using the words “Christmas Warehouse SALE” or any other
word or words of similar import or meaning to designate the
price or prices of their merchandise, unless the price or prices of
such merchandise being offered for sale constitutes a reduction, in
an amount not so insignificant as to be meaningless, from the
actual bona fide price at which such merchandise was sold or
offered for sale to the public on a regular basis by respondents
for a reasonably substantial period of time in the recent, regular
course of their business.

2. Using the word “SAVE” or any other word or words of
similar import or meaning in conjunction with a stated dollar
or percentage amount of savings, unless the stated dollar or per-
centage amount of savings actually represents the difference be-
tween the offering price and the actual bona fide price at which
such merchandise had been sold or offered for sale on a regular
basis to the pubhc by respondents for a reasonably substantial

period of time in the recent, regula,r course of their business.
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-3, (a): Represenj:mg, orally or in writing, dlrectly or by im-
I phcatlon, that by purchasmg any. of said merchandise, cus-
. tomers are . afforded savings amountmg to- the difference

) between respondents .stated price and respondents’ former

price unless such merchandise has.been, sold or-offered for sale
“in good faith at the former price by respondents for.a.reason-
. ‘ably substantial period of time in the recent reaular course

~.of their business, 3

(b) Representmg, orally or in ertmg, dlrectly or by im-

rpllcatlon that by purchasmg any of said merchandise, cus-
tomers are afforded savings amounting to the dlﬁerence be-
tween respondents’ stated price and a compared price for said
merchandise in respondents’ trade area unless a substantial
number of the principal retail outlets in the trade area regu-
larly sell said merchandise at the compared pnce or some
h1gher price.

. (e) Rep-resentmg, orally or.m wntmg, dlrectly or by im-
phcatlon, that by purchasmg any of said merchandise, cus-
tomers are afforded savings amountmg to the difference be-

. tween respondents stated price and a compared -value price

for comparable merchandise, unless substantial sales of mer-
chandise of like grade and quahty are being made in the trade
area at the compared price or a higher price and unless re-
' spondents have in good faith conducted a market survey or -
obtained = similar representative sample of price in their

trade area which establishes the validity of said compared

price and it is clearly and conspicuously disclosed that the

- comparison is with merchandise of like grade and quality.

4, Representmg, orally or in writing, directly or by implication,
that any price for their merchandise is a special or reduced price,
unless such price constitutes a significant reduction from an es-
tablished selling price at which such merchandise has been sold
in substantial quantities by respondents in the recent, regular
course of their business; or misrepresenting, in any manner, the

- savings available to purchasers

5. Failing to maintain adequmte records, (a) which disclose the
facts upon whlch any savings claim, including pI‘lClno‘ claims and
-similar representations of the type described in Paragraphs 1

~through 4 of this order are based, and (b) from which the
validity of any savings claim, 1nc1ud1ng pricing claims and similar
representations of the type described in Paragraphs 1 through 4
of this order can be determined.
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" 6. Representing, orally or in writing, dlrectly or by unphca-

* tion, that any offer is limited in point of tinie or restricted in any

other manner, unless the represented limitation or restriction is
actually imposed and in good faith adhered to by respondents.

7. Advertising or offering any products for sale for the purpose
of obtaining leads or prospects for the sale of d1ﬁ"erent products

. unless the advertised products are capable of adequately perform—

K a,dvertlsed

N s that any products or services are offéred for sale When such ff
. _1s ‘not a bona fide offer to sell said products or services.

tions which are ‘designed to obtaln leads or pr ospects for the
. of other merchandlse

ing the function for which they are offered and respondents main-

tam an a,dequate a,nd readily available stock of said products
8. D1sparavlng, in any manner, or refusmg to sell any product

9. Using any advertlsmg, sales plan or pr ocedure mvolvmg the
use of false, deceptive or misleading sta,tements or representa',-

10. Representlng, ora,lly or 1n ertlng, dlrectly or mdlrectI

11. Representmg, directly or by implication, through the s

» photographs or in any other manner, that their inferior grade
" carpeting has ‘the appearance, thickness or textute of superior

grade carpeting in common use; or misrepresenting, in any man-
ner, the appearance, thickness, texture or an y other quahty stand-

- ard of their meroha,ndlse

12. Representmg, orally or in writing dlreetly or by 1mphca—
tion, that any of their merchandise is guaranteed, unless the na-
ture and extent of the guarantee, the identity of the guarantor

“and the manner in which the guarantor will perform thereunder

~ are ‘clearly and conspicuously disclosed; and unless respondents

. promptly and fully perform all of thelr .obligations and require-

ments, directly or impliedly represented, under the terms of such

- guarantee.

13. Failing to mcorporate the followmg statement on the face

..of all sales contracts, all notes or other instruments of indebted-

ness executed by or on behalf of respondents’ customers with such
conspicuousness and clarity as is likely to be read and understood

by the purchaser:
NOTICE

It you are:obtaining credxt in connectlon w1th ‘this- pmchase, you.will be re-
quired.to 51g'n a prom1ssory note, a sales contract or.other.instrument of in-
debtedness whlch may be purchased from the seller by a bank, ﬁnance company
or any other third party It such is the case, you w111 be requlred to make your
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payments to :someone other than the seller, You should be aware-that if this
happens you may have to pay the note contract or other mstrument of indebted-
ness in full to 1ts new owner éven 1f your purchase contract 1s not fulﬁlled.

o

- Itis - further ordemd That respondents Carpet Intemcrs, a. corpora-
t1on, trading and doing business as Remnant City, its successors and
assigns, and its officers, and Rudolph J. Pentuna and Marvm Zeitz,
individually and. as officers. of said corpora,tlon, and respondents’
agents, representatwes, and employees, dlrectly or through any corpo-
_ ration, subsidiary, division or other device, in connection with the
introduction, sale, advertlsmg, or offering for sale, in commerce, or
the transportation or causmg to be transported in commerce of any
textﬂe fiber product; or in connect1on with the sale, offering for sale,
advertlsmg, delivery, transportation or causing to be transported, of
any textile fiber product which has been advert1sed or offered for sale,
;_n inmerce,‘ or in connection with the  offering for sale, adver-
dellvery, tra,nsportatlon, or causing to be. transported, after
shipment in commerce, of any . textile fiber product, whether in its
nal state or-contained in’ other textile ber products as the.terms
mmerce” and “textile fiber product” are deﬁned in the Textile
Fiber Products Indentlﬁcatmn Act, do forthw1th ccease and desist -
from ’

AL M1sbrandmg textile fiber products by falsely or deceptively
-stamping, tagging, labeling, i Invoicing, advertising or otherwise
.'_ 1dent1fy1ng such products as to the ‘name or amount of the con-
stituent fibers contained therein.
B. Falsely and deceptively advert1smg textile products by:
1. Making any representations by disclosure or by 1mphca-
, tlon, as to fiber content of any. textile fiber product in any
written advertisement which is used to aid, promote or assist,
directly or indirectly, in the sale, or offering for sale, of such
textile fiber product unless the same information required to
be shown on the stamp, tag, label or other means of identi-
. fication under Sections 4(b) (1) and (2) of the Textile Fiber
Products Identification Act is contained in the said advert1se-
ment, except that the percentages of the ﬁbers present in the
textlle fiber product need not be stated.

2. Failing to set forth in advertising the fiber content of
floor covering containing exempted backings, fillings or pad-
dings, that such disclosures relates only to the face, pile or
outer surface of such textile fiber products and not to the
exempted backings, fillings or paddings.
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" 3. Using ‘a fiber ‘trademark in advertising - textile fiber

. products without a full disclosure of the:required fiber: con-

tent information in at least one instanceinsaid advertisement.

4, Using a fiber trademark in :advertising textile fiber

~ .+ products containing only one fiber without such fiber trade-

" mark appearing at least once in the advertisement, in im-

mediate proximity and con]unctlon with :the generic name
of the fiber, in plainly legible and conspicuous type..

m

1t is further ordered That respondents Carpet Interlors, 2 corpora-
tlon, ‘trading and domg business as Remnant City, its successors and
assigns, and its officers, and Rudolph J. Pentima and Marvin Zeitz,
individually and-as officers of said corporation, and respondents’
agents, representatives and employees directly or through any corpora-
tion, subsidiary, division or other device, in connection with any ex-
terision of consumer credit or any 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. 90-821, 15
U.S.C. 1601 et seq.), or in connection with any advertisement to aid,
promote or assist, directly or indirectly, any extension of consumer
credit as “advertisement” and “consumer credit” are defined in Regu-
lation Z, do forthwith cease and desist from:

“1. Failing to disclose the “total downpayment” in the manner

~and form required by Section 226.8(c) (2) of Regulation Z.

2, Failing to disclose the “unpaid balance of cash price” in the
manner and form required by Section 226.8(c) (3) of Regula-
tion Z.

.3. Failing to use the term “amount financed” to describe the
amount of credit extended; and to disclose the amount of the
“amount financed,” as requlred by Section 226 8(c) (7) of Regu-

. lation Z. ‘

o4, Falhng to use the term “finance charge” to describe the sum
of all charges required by Section 226.4 of Regulation Z to be
included therein; and to disclose the dollar amount of the “fi-
nance charge” as requlred by Section 226. 8(0) (8) (i) of Regula-
tion Z. _

5. Failing to disclose the annual percentage rate, computed in
accordance w1th Section 226.5 of Regulation Z as requ1red by
Section 226.8(b) (2) of Regulation Z.

6. Failing to disclose the sum of the cash price, all charges
which are included in the amount financed but which are not
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-/, part of the finance charge, and the finarice charge, and to describe

-+ that sum as “deferred payment pmce” as requu'ed by Sectlon 226.8
s(e) (8)(il) of RegulationZ.. . -

 : 7. Failing to use. the térm “total of payments” to descmbe the

sum of the payments scheduled to repay: the indebtedness; and to

. disclose -the number, ‘dates and amount of the sum of payments

. 1 scheduled to repay the mdebtedness, as requlred by Section 226.8

(b) (3):of Regulation Z. :
8. Failing to identify the method of computmg any unearned
portion of the finance charge in the event of prepayment of the
- obligatien as requlred by Section 226.8(b) (7) of Regulation Z.
O, (a) -Failing in any transaction in which respondents retain
or. acquire. a security interest in. real property which is used or
expected to. be used as the principal residence of the. customer to
comply with all requirements regarding the right of reselssmn set
-forth in Section 226.9 of Regulation Z. : : :
- «(b).-Failing to disclose, or to. accurately dlselose on. the notlce
;of resclssmn, the date on which the customer’s rlght of. rescission
_...expires, said date being not earlier than the third business day fol-
.+ _-lowing the date of the transaction, as requlred by Sectlon 226.9 (b)
" of Regulation. Z. :

10. Representm directly or by 1mphcatlon, in any advertlse-
ment, as “advertisement” is defined in Regulation Z, the amount
of the downpayment required or that no downpayment is required,

. the amount of any installment payment, the dollar amount of any
finance charge, the number of installments or the period of repay-
ment, or that there is no charge for credit, unless all of the follow-
‘ing items are stated in terminology prescribed under Section 226.8
of Regulation Z. :

- (1) the cash price; :

(i1) the amount of the downpayment required or that no
downpayment is required, as applicable;

(iii) the number, amount, and due dates or period of pay-
ments scheduled to 1epay the indebtedness if the credit is
extended ;

(iv) the amount of the ﬁnance charge expressed as an an-

" nual percentage rate;and

(v) the deferred pay ment price.

. 11. Failing in any consumer credit transaction or advert1s1ng

to make-all disclosures determmed in a,ccordance with Sections

226.4 and 226.5 of Reoulatlon Z at the tlme and in the manner,

.- form and amount requ1red by Sectlons 226 6, 226. 8, 226.9 and
 996.10°0f Regulation Z. N o
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Itis fwrﬁwr ordered.;
.a. ‘That the respondents herem shall forthw1th distribute a copy
. :of ‘this order to each of their respectlve operatmg d1v1s1ons or
departments.
- b.. That the respondents hereln shall forthw1th dlstrlbute a copy
of this order to all present and future personnel of respondents
‘engaged. in"the offering for sale, or sale, of any carpeting or any
other merchandise offered for sale by respondents or engaged in
. the consummation of any extension of consuymer credlt or in any
-aspect.of the preparation, creation, or plaemg of- advertlslng, and
that respondents secure a signed statement from all such personnel
' acknowledgmg receipt of said order from each such person.
. ++c. That respondents herein shall notify the Commission at least
thlrty (80) 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 obhgatlons arising out of thisorder.
d. 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 or
WELLCO CARPET CORP.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE FED-
ERAL TRADE COMMISSION AND THE FLAMMABLE FABRICS ACTS

Docket (}'—2278 Complaint, Sept. §, 197’2-—Dem3wn Sept. 8, 1972.

(“onsent oxder requiring a Calhoun, Georgia, se]ler and manufaeturer of carpets
and rugs, among other thmgs to cease manufacturmg for sale, selling, import-
ing, or distributing any product, fabrie, or related material which fails to
conform“to an applicable standard of flammability -or regulation issued or
amended under the provisions of the Flammable Fabrics Act.

CoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Flammable Fabrics Act, as amended and by virtue of the au-
thority vested in it by said Acts, the Federal Trade Commlssmn, having
reason to beheve that Wellco C‘u‘pet Corp La corporatlon, heremafter
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