VUINBLEAN L URDEBEIvy Ll LIV REGARY 10 10606 ALl viULALIUIN US 10U
FEDERAL TRADE COMMISSION AND THE TRUTH IN LENDING ACTS

Docket C-2325. Complaint, Nov. 30, 1972—Decision Nov. 30, 1972

Consent order requiring three Seattle, Washington, real estate agents, among
other things to cease violating the Truth in Lending Act by failing to dis-
close to consumers, in connection with the extension of consumer credit,
such information as required by Regulation Z of the said Act.
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‘COMPLAINT.

_Pursuant to . the. prov1s1ons of the. Truth 111 Londmtr Act and the
1mplement1n0' regulation: promulgated thereunder and the Federal
Trade Commission Act, and by virtue of the authority Vested in it by
said Acts, the Federal Trade Commission, having reason to believe .
that Colma,n & Riddell, Inc., Cape George Village, Inc., corporations,
and Birch Bay Investors, a. 11m1ted partnex'shlp, and Howard G. Rid-
dell and V. Keith Colman, 1nd1V1dually, as officers of said corporatlons,

e and as general partners in Birch Bay Investors, ‘hereinafter referred

to.as respondents, have v1olated the. prov1smns of said Acts and im-
plementing: regula,tlon, and it 2 appearing to the Commission that a
proceedlng by it in respect thereof would be in the public interest,
hereby issues its _complaint stating its charges. in that- Iespect as.
follows:

ParacrapH 1. Respondent Colman & R1dde]1 Inc is a. corporatlon:_-
orgamzed ex1st1ng and domg busmess under and by virtue of the
laws of the State of Washington with its office and prlnclpal place of
business located at 333 Taylor North, Suite 201, Seattle, Washington.

. Cape George Village, Inc.,is a corporatlon orgamzed existing, and-
domg business under and by virtue of the laws of the State of -Wash-.
ington with its office and principal place of business located at 333
Taylor North, Suite 201, Seattle, Washington.

Birch Bay Investors is a limited partnership existing and domg
business in the State of Washington. Its office and principal place of
business is located at 333 Taylor North, Suite 201, Seattle,
Washington.

Respondents Howard G. Riddell and V. Keith Colman are officers
of the corporate respondents and are the only general partners in the
respondent partnership Birch Bay Investors. They jointly formulate,
direct and control the policies, acts and practices of the corporate
respondents and the respondent partnership, including the acts and
practices hereinafter set forth. Their address is the same as that of the
corporate. respondent.

Par. 2. Respondents are now, and for some time last past have been
engaged in the sale to the public of parcels of land located within
]and developments and the advertising of same in various media.

Par. 3. In the ordinary course of their business as aforesaid, re-
spondents Colman & Riddell, Inc., Howard G. Riddell, and V. Keith
Colman arrange and have arrancred for the extension of consumer
credit, as “consumer credit” and “arxanfre for the extension of con-
sumer credit” are defined in Regulation Z, the implementing regula-
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tion of the Truth in Lending Act, duly promulgated by the Board of
Gov ernors of the Federal Reserve Svstem

" In the ordinary course of their business as aforesaid, respondents
Cape George Village, Inc., Birch Bay Investors, Howard G. Riddell,
and V. Keith Colman retrularly extend and have extended consumer
credit, as “consumer credit” is defined in Regulation Z, the implément-
ing regulation of the Truth in Lending Act, duly pro.mulgated by the
Board of Governors of the Federal Reserve System ’

Par. 4. Subsequent to J uly 1, 1969, in the ordinary course of thelr
- business as aforesaid, and in connectlon_ with credit sales, as “credit
sales” is defiried in Regulation Z, respondents Colman & Riddell, Inec.,
Howard G. Riddell, and V. Keith- Colman have provided and are
offering to provide consumer credit which is or will be extended by
another person, as “person” is defined in Section 226.2(v) of Regula-
tion Z, through the consummation of credit sale contracts for the sale
of parcels of land. During the same period of time and in the ordinary
course of their business as aforesaid; and in connection with credit .
sales, as.“credit..sale” is.defined in. Regulation Z, respondents Cape
George Village, Inc., Birch Bay Investors, Howard G. Riddell, and
V. Keith Colman have entered into and are entering into credit sale
contracts for the sale of parcels of land. On the contracts referred to
hereinabove in this paragraph, hereinafter referred to as “the con-
tract,” respondents have provided certain limited consumer credit
cost information, but have not provided the credit buyers with sub-
stantially all of the disclosures required by Sections 226.6 and 226.8
of Regulation Z. More particularly, respondents have:

1. Failed in credit sales to disclose accurately the price at which
respondents, in the regular course of business, offered to sell for cash
the said parcels of land which were the subject of the credit sale and
to use the term “cash price” to describe that price, as required by
Section 226.8(c) (1) of Regulation Z.

2. Failed to use the term “cash downpayment” to describe the down-
payment in money made in connection with the credit sale, as required
by Section 226.8(c) (2) of Regulation Z.

3. Failed to disclose the difference between the “cash price” and the
downpayment and to use the term “unpaid balance of cash price” to
describe that amount as required by Section 226.8(c) (3) of Regula-
tion Z.

4. Failed to disclose the amount of credit extended, and to describe
that amount as the “amount financed” as required by Section 226.8
(¢) (7) of Regulation Z.

5. Failed to disclose the sum of ‘1,11 charges which are required by
Section 226.4 of Regulation Z to be included in the finance charge
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and to use the term “finance charge” to desembe that sum, as: requlred ;
by Section 226.8(c) (8) (1) of Regulation Z:.’

- 6. Failed to disclose the sum of the cash price, all charges Whlch
are included in the amount financed but which are not: part of the
finance charge, and the finance charge, and to describe that sum as
the “deferred payment prlce,” as requlred by Sectlon 226. 8(0) (8) ( 11)
of Regulation Z. :

7. Failed to disclose the “annua] percentage rate,” computed in ac-
cordance with Sectiorn 296.5 of Regulatmn Zy as- requlred by Sectlon
226.8(b)(2) of Regulation Z. - ’

8. Failed to-disclose the number of payments requlred to’ repay the
‘indebtedness, as required by Sectlon 226.8(b) (8) of Regulation Z.

9. Failed to disclose the sum of the payments scheduled to repay the
indebtedness; and to describe that sum as the “total of payments,” as
requlred by Section 226.8(b) (3) ‘of Regulation Z. '

" P4r. 5. Pursuant to Section'103(q) of the Truth in Lendmg Act
respondents’ aforesaid failures to comply with the provisions of Regu-
lation Z constitute violations: of ‘that Aect and; pursuant to Séection 108
thereof; respondents have thereby \nolated the Federal Trade Com-
mission Act e

: i DECISION» AND ORDER

The Commission having heretofore determined to issue its complaint
charging the respondents named in the caption hereto with violation
of the Truth in Lending Act and the implementing regulation pro-
mulgated thereunder, and the Federal Trade Commission Act, and
the respondents having been served with notice of said determination
and with a copy of the complaint the Commission intended to issue,
together with a proposed form of order; 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 com-
plalnt to issue herein, 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
complamt and waivers and other prowsmns as required by the Com-
mission’s rules; and

The Comm1ss1on having considered the agreement and havmg pro-
visionally accepted same, and the agreement, containing consent order
having thereupon been placed on the public record for a period of
thirty ( 30) days, now in further conformity with the ploeedure pre-
scribed in Section 2.34(b) of its rules, the Commission hereby issues
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its complaint in the form contemplated by said agreement, makes the
following jurisdictional findings,:and enters the following order:

1. Respondent Colman & Riddell, Inc., is a corporation organized,
existing ‘and doing business under and by virtue of the laws. of the
state of Washmgton, with its office and principal pla.ce of business
located at 333 Taylor North, Seattle, Wash.mgton

Respondent Cape George Village, Inc., is a corporation orgamzed
existing and doing business under-and by virtue of the laws of the
state of Washington, with its office and principal place of business
located at 833 Taylor North, Seattle; Washington.

Respondent Birch Bay Investors is a limited partnership organlzed
existing and doing business under and by virtue of the laws of the
state of Washington, with its office and - principal place of busmess
located ‘at:338 Taylor North, Seattle, Washington. :

‘Respondents Howard G. R1ddell and V. Keith Colma,n are officers
of said corporations and are'general partners: in the above limited
partnership: They formulate, direct and control the policies; acts and
practices of said corporations and the said limited partnership, and
their principal office and place ‘of 'busmess is located at the above
stated address. - - :

2. The .Federal Trade- Comm1ss10n has ]urlsdlctlon of the subject
matter of this proceeding and of the respondents, and the proceeding
is in the public interest.

: ORDER

1t is ordered, That respondents, Colman & Riddell, Inc., a corpora-
tion, Cape George Village, Inc., a corporation, and their officers, and
Birch Bay Investors, a limited partnership, and their successors and
assigns, and Howard G. Riddell and V. Keith Colman, individually,
as officers of the above corporations, and as general partners in Birch
Bay Investors, and respondents’ agents, representatives and employees,
directly or through any corporation, subsidiary, division or other
device, in connection with any extension of consumer credit, or ad-
vertisement to aid, promote or assist directly or indirectly any ex-
tension 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. 90-321, 15 U.S.C. 1601 et seq.), do forthwith cease and
desist from:

1. Failing to disclose accurately the price at which the sub-
ject of any credit sale is offered for sale for cash in the regular
course of business and to use the term “cash price” to describe
that price as required by Section 226.8(c) (1) of Regulation Z.
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2. Fa,lllntr to use the term “cash downpayment” to describe the
downpayment in money made in connection with the credit. sale, ,
as required by Section 226.8(c) (2) of Regulation Z.

3. Failing to disclose the difference between the “cash prlce
and the downpayment and to use the term “unpaid balance of
cash price” to describe that amount as required by Sectlon 226.8 -
(¢)(3) of Regulation Z.

4. Failing to- disclose the amount of credit extended, and to

- describe that amount as the “amount financed” as required by

Section 226.8(c) (7) ‘of Regulation Z. :
" 5. Failing to disclose the sum of all charges which are re-
quired by Section 226.4 of Regulation Z to be included in the

* finance charge and to use the term “finance charge” to describe

that sum, as required by Section 226.8(c) (8) (i) 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
~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(¢) (8) (ii) of ‘Regulation Z. :

7. Failing to disclose the “annual percentaae rate,” computed
in accordance with Section 226.5 of Regulation Z, as requlred by
Section 226.8(b)(2) of Regulation Z.

8. Failing to disclose the number of payments required to repay
an indebtedness, as required by Section 226.8(b) (3) of Regula-
lation Z.

9. Failing to dlsclose the sum of payments scheduled to repay
the indebtedness, and to describe that sum as the “total of pay-
ments,” as required by Section 226.8(b) (3) of Regulation Z.

10. Failing to prominently display no less than two signs on
the premises of each sales office which will clearly and conspicu-
ously state that a customer must receive a complete copy of the
consumer credit cost disclosures, as required by the Truth in Lend-
ing Act, in any transaction which is financed, before the transac-
tion is consummated.

11. Failing in any consumer credit transaction or advertising
to make all disclosures determined in accordance with Sections
226.4 and 226.5 of Regulation Z, at the time and in the manner,
form, and amount required by Sections 226.6, 226.8 and 226.10

- of Regulation Z; and to give all notices of the right to rescind at

the time and in the manner and form required by Section 226.9
of Regulation Z. ‘

1t is further ordered, That respondents deliver a copy of this order
to cease and desist to each operating division and to all present and
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future personnel of respondents engaged in the consummation of any
extension of consumer credit, and that respondents secure a signed
statement acknowledging receipt of said order from each such person.

It is further ordered, That respondents notify the Commission at
least thirty (30) days prior to any proposed change in the corporate
respondents, 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 corporations which may affect
comphance obligations arising out of the order.

It is further ordered, That the individual respondents named hereln
promptly notify the Commission of the discontinuance of their present
business or employment and of their affiliation with a new business or
employment. Such notice shall include respondents’ current business
address and a statement as to the nature of the business or employment
in which they are engaged as well as a description of their duties
and responsibilities.

1t is further ordered, That the respondents herein shall within 51xty
(60) days after service upon them of this order, file with the Com-

‘mission a report, in writing, setting forth in detail the manner and

form in which they have complied with this order.

IN TiHE MATTER OF

HOWARD CARPET MILLS, INC., ET AL.



