IN THE MATTER OF

HOWARD CARPET MILLS, INC., ET AL.

ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE FEDERAL TKADE
COMMISSION AND THE FLAMMABLE FABRICS ACTS

Doclket 8894. Complaint, July 10, 1972—Decision, ‘Dece. 1, 1972

Order requiring a New York City manufacturer of carpets, among cther things
to cease marketing dangerously flammable products,

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 Commission, hav-
ing reason to believe that Howard Carpet Mills, Inc., a corporation,
and Howard S. Stein, individually and as an officer of the said corpora-
tion, hereinafter referred to as respondents, have violated the provi-
sions of the said Acts and the rules and regulations promulgated under
the Flammable Fabrics Act, as amended, and it appearing to the
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‘Commission that a proceedmg Yy it in-respect thereof would be in the
-public interest, hereby issues its complamt stat‘mg its charges in that

.respect as follows:

: ParAGrAPH 10 Respondent Howard Carpet Mllls, Inc cds an corpora—
tlon organized, existing and doing business under: and. by virtue:of the

laws of the State of New York. Respondent: Howard S.- Stein, is an
‘officer of -the said corporate respondent. He formulates, directs, and

controls the acts, practices; and policies of the:said corporation: .
Respondents are engaged in' the-manufacture.and. sale. of  carpets

and rugs, with:their manufacturing: facilities located at-105 Easterling

Street, Dalton, Georgia and. principal place of busmess 1ocated at 919

“Third Avenue, New: York, New: York: |

© Par. 2. Respondents are now and for some the last past have been
engaged in the manufacturing for:sale, sale and offering for sale, in

commerce, arid have introduced, delivered for intreductiony transported

and caused to be tra,nsported in commerce, and have sold or delivered
after sale or shipment in:commerce, products; as the terms “com-
meree” and “products,” aré defined in: the- Flammable Fabrics: Act, as

‘amended, which products fail to-conform:toan-applicable standard or

regulation continued in effect, issued or-amended under the provisions
of the Flammable Fabrics Act, s amended.

Among such products mentioned hereinabove was carpeting desig-
nated by the style “Premier.” :

Par. 3. The aforesaid acts and practloes of respondents were and
are in violation: of the Flammable Fabrics Act; as amended, and the
rules and regulations promulgated thereunder, and as such constituted,
and now constitute unfair methods of competition and unfair and
deceptive acts and practices in commerce, within the intent and mean-
ing of the Federal Trade Commission Act.

Mr. Fronk W.Vanderheydensupporting the eomplalnt o A
Mr. Charles F. Minte, Krisel, Lessal, Mintz & Dowling, New York,
New York for respondents

Inrrian Deciston BY Davip H &LLARD, ADMINISTRATIVE Law Jupge
OCT. 16, 1972

PRELTMINARY sTATEMENT

* This proceeding was commenced by the issuance of a complaint on
July 10, 1972, charging the corporate respondent, Howard Carpet
Mills, Inc., and Howard S. Stein, individually and as an officer of
Howard Carpet Mills, Inc., with violating the Flammable Fabrics Act
and the Federal Trade Gomrnlssmn Actas amended
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‘Respondent-Howard Carpet Mills, Inc., admits the allegations of
fact set forth in the complaint. The sole issue in controversy'is whether
the named individual respondent, Howard S. Stein, should: be' em-
braced within the order. Briefs on this point were filed by the parties
on October 6, 1972. However, the matter essentially is being handled
under-the provisions of Sectlon 3.12 (2) of the. Commlssmn s Rules of
Practice.: - L : v : s ’

: : FINDINGS'

L Respondent Howard Carpet Mllls, Inc is a corporatmn orga—
nized, existing and domg business under and by Vlrtue of the laws of

.~ the State of New York.

2. Respondent Howard S. Stem, is'an. ofﬁcer of the sald corporate
respondent, He. formulates dlrects, and controls the acts, practlces, and
policies of the said corporatlon

. 3. Respondents are engaged in the manufacture and sale of carpets
and rugs, with. thelr manufacturmg faclhtles located at 105 Easterlmg‘
Street, Dalton, Georgia, ; and principal place of busmess located at 919
Third Avenue, New York, New York.

4. Respondent Howard Carpet Mllls, Inc., has not engaaed 1n any
purchases, sales or manufacture of any of the materials here assailed.
since the time it was so advised by the Federal ‘Trade Commission of
the violations of the Flammable Fabrics Act.

5. Respondents are now and for some time last past have been en-
gaged in the manufacturing for sale, sale and offering for sale, in com-
merce, and have introduced, delivered for introduction, transported
and caused to be transported in commerce, and have sold or delivered
after sale or shipment in commerce, products, as the terms “commerce”
and “product,” are defined in the Flammable Fabrics Act, as amended,
which products fail to conform to an applicable standard or regula-
tion continued in effect, issued or amended under the provisions of the
Flammable Fabrics Act, as amended. ‘

- Among such products mentioned hereinabove was carpeting desig-
nated by the style “Premier.”

CONCLUSIONS

1. The aforesaid acts and practices of respondents were and are in
violation of the Flammable Fabrics Act, as amended, and the rules and
regulations promulgated thereunder, and as such constltuted and now
constitute unfair methods of competition and unfair and deoeptlve acts

1 Upon receiving the Commission’s notice, Howard S. Stein promptly ordered the corpo-

rate respondent to recall whatever merchandise was out with distributors and purchasel_'s
and he caused to be removed all the merchandise from any future sales. -
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and practices in commerce, within the intent and meaning of the Fed-
eral Trade Commission Act.

- 2. Respondents argue on brief that the individual respondent should
not “be a party to this consent order and decree [because] he stands in
a position no worse than an officer of a large corporate structure.” Since
the named individual respondent admittedly was the person respon-:
sible for the management, direction and control of the corporate re-
spondent, effective administration of the Flammable Fabrics Act, as
amended, dictate that an outstanding order be directed against the re-
sponsible individual and not merely against a lifeless corporate entity.
For respondent Howard S. Stein is the alter ego of Howard Carpet
Mills, Inc., Of. Fred Meyer, Inc., 68 F.T.C. 1; Pati-Port, Inc. v. Fed-
eral dee Commission, 313 F. 2d 108, 105 (4th Cir. 1963).

8. The Flammable Fabrics Act, as amended addresses itself to pro- -
tecting the public from bodily harm The Commission must, therefore,
“be allowed effectively to close all roads to the prohiibited goal, so that
its order may not be by-passed with impunity.” Federol Trade 00m-
mission v. Ruberoid Co.,343 U.S. 470,473 (1952).

4. The remedy in the accompanying order has a reasonable relation-
sh1p to the unlawful practice here found to exist. It is the only reason-
able action which could be caleulated to preclude a revival of the il-
legal practices.

5. The Federal Trade Commission has jurisdiction of and over re-
spondents and the subject matter of this proceeding.

6. The complaint herein states a cause of action and this proceeding is
in the public interest.

ORDER

1t is ordered, That respondent Howard Carpet Mills, Inc., a corpo-
ration, its successors and assigns, and its officers, and respondent How-
ard S. Stein, individually and as an officer of said corporation and
respondents’ agents, representatives and employees directly or through
any corporation, subsidiary, division, or other device, do forthwith
cease and desist from manufacturing for sale, selling, offering for sale,
in commerce, or importing into the United States, or introducing, de-
livering for introduction, transporting or causing to be transported in
commerce, or selling or delivering after sale or shipment in commerce,
any product, fabric, or related material; or manufacturing for sale,
selling, or offering for sale, any product made of fabric or related
material which has been shipped or received in commerce, as “com-
merce,” “product,” “fabric” and “related material” are defined in the
Flammable Fabrics Act, as amended, which product, fabric or related
material fails to conform to an applicable standard or regulation con-
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tinued in effect, lssued or amended under the . proV1s1ons of the afore-
said Act.

1t ¢s further ordered, That respondents notify all of their customers
who have purchased or to whom have been delivered the products
which gave rise to this complaint, of the flammable nature of said prod-
ucts and effect recall of said products from such customers.

1t is further ordered, That the respondents herein either process the
products which gave rise to the complaint so as to bring them into con-
formance with the applicable standard of flammability under the
Flammable Fabrics Act, as amended, or destroy said products.

1t is further ordered, That the provisions of this order with respect
to customer notification, recall, and processing or destruction shall, in
addition to the products set forth in subparagraph one of Paragraph.
Two of the complaint, be apphcable to any other styles of carpeting
found not to meet an apphcable standard under the Flammable Fabrics
Act, as amended, since the issuance of the complaint and until the
order becomes ﬁnal within the meaning of the Federal Trade Com-
mission Act.

1t is further ordered, That respondents herein shall, within ten ( 10)
days after service upon them of this order file with the Commission
a special report in writing setting forth the respondents’ intentions
as to compliance Wlthrthls order. This special report shall also advise
the Commission fully and specifically concerning (1) the identity of
the products which gave rise to the complaint, (2) the identity of the
purchasers of said products, (3) the amount of said products on hand
and in the channels of commerce, (4) any action taken and any further
actions proposed to be taken to notify customers of the flammability of
said products and effect the recall of said products from customers, and
of the results thereof, (5) any action taken or proposed to be taken
to bring said products into conformance with the applicable standard
of flammability under the Flammable Fabrics Act, as amended, or
to destroy said products, and the results of such action and (6) any
disposition of said products since November 10, 1971. Respondents
will submit with their report, a complete description of each style of
carpet or rug currently in inventory or production. Upon requests,
respondents will forward to the Commission for testing a sample of
any such carpet or rug. Respondents will also advise the Commission
fully and specifically concernlng items (1) through (5) above with
regard to any products coming within the purview of Paragraph Four
of this order:

1t is further ordered, That respondents notify the Commission at
least 30 days prior to any proposed change in the corporate respondent
such as dissolution, assignment or sale resulting in the emergence of

494-841—73—58
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3, suceessor: corporation, ‘the creation or dissolution of subsidiaries
or any other cha,nge in the corporatlon Whlch may aﬁect comphance
obllgatlons arising out- of the order:. a

.- It:is further ordered, That the respondent corporatlon shall forth-
W1th distribute a-copy of this order to each. of its operating divisions.

It is further ordered, That the individual respondent named herein
promptly notify the Commission of the discontinuance of his present
business or-employment and of hisaffiliation with-a new business or
employment: Such notice shall include respondent’s current- ‘business or
employment:in which he is- enga,ged as well as'a descrlptlon of h1s
dutles and r%ponsﬂolhtles EE Lo S

FINAL ORDER

N 0. appe&l from the 1n1t1al deolsmn of the admlmstratwe law ]udge
< ha,vmg been filed, and the Commission having -determined: that the
case should not: be placed on-its own docket:for review and.that pur-
suant to Section 3.51 of the Commission’s Rules.of Practice. (effective
August 15, 1971), the initial decision should be adopted : and 1ssued :
asthe declsmn of the Commission:, v

1t is-ordered; That the initial - deolsmn of the adlmmstratlve 1aw
]udge shall, on: the 1st day.of December 1972, become the decision
of the Commission.

It is further ordered, That Howard Carpet Mills, Inc., a corporatlon
and Howard S. Stein, 1nd1v1dually and as an officer of the corporation,
shall, within sixty (60) days after service of this order upon them, file
with the Commission a report in writing, signed by such respondents,
setting forth in detail the manner and form of their compliance w1th
the order to cease and desist.

IN THE MATTER OF

ESTELLD COHEN, TRADING 4S INCOME TAX PREPARATION
CCO.. ET AL..



