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now being adopted; and (4) no advance,
or special, preparation for operations
hereunder will be needed.

(Sec. 5, 49 Stat. 753, as amended; 7 U. 5. C.
and Sup. 608c)

Issued at Washington, D. C,, this 10th
day of September 1953, to become effec-
tive upon publication of this document
in the FEDERAL REGISTER.

[sEAL] JoHN H. DAvis,
Assistant Secretary of Agriculture.

[F. R. Doc. 53-7982; Filed, Sept. 14, 1953;
8:51 a. m.]

TITLE 9—ANIMALS AND
ANIMAL PRODUCTS

Chapter |—Bureau of Animal Indus-
try, Department of Agriculture

Subchapter C—Interstate Transportation of
Animals and Poultry

PArT 76—H0¢ CHOLERA, SWINE PLAGUE,
AND OTHER COMMUNICABLE SWINE
DISEASES

SuBPART B—VESICULAR EXANTHEMA

MOVEMENT OF SWINE AND SWINE PRODUCTS
FROM A NON-QUARANTINED AREA

Correction

In Federal Register Document 53-7681,
published on page 5293 of the issue for
Wednesday, September 2, 1953, the word
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“gquarantined”, which appeared in the
inferior headnote at the beginning of the
document, should read “non-quaran-=
tined” as set forth above.

TITLE 12—BANKS AND
BANKING

Chapter ll—Federal Reserve System

Subchapter A—Board of Governors of the
Federal Reserve System

[Reg. Q]

PART 217—PAYMENT OF INTEREST ON
DEpOSITS

RATE OF INTEREST ON LOAN SECURED BY
TIME DEPOSIT

§ 217.106 Rate of interest on loan se=
cured by time deposit. (a) An inquiry
has been received by the Board concern-
ing the permissible rate of interest under
paragraph (e) of §217.4 on a loan by a
member bank to its depositor “upon the
security of” his time certificate of de-
posit. The paragraph provides that the
rate of interest on such a loan “shall be
not less than 2 percent per annum in
excess of the rate of interest on” the
deposit.

(b) Briefly, the certificate in question
provides for payment 3 years after date
of issue with interest at a rate of 2l
percent per annum, but provides for
earlier withdrawal of the deposit after
90 days’ written notice during either of
three successive intervals with interest
at a rate progressing from 1 to 1'% to 2
percent per annum, respectively.

(¢) As indicated by the interpretation

contained in § 217.105 (18 F. R. 4005),
such a certificate complies with the pro-
visions of Part 217. The rate of interest
payable to the depositor under the terms
of the certificate depends upon which of
the withdrawal privileges may be elected
by him. Accordingly, the Board is of
the view that the rate of interest on a
loan upon the security of such a certifi-
cate of deposit should be no less than 2
per cent per annum in excess of the rate
of interest to which the depositor would
be entitled if he should exercise the par-
ticular withdrawal privilege of the cer-
tificate available to him at the time of
the maturity of the loan.
(Sec. 11 (1), 38 Stat. 262; 12 U. 8. C. 248 (1),
Interprets or applies secs. 19, 24, 38 Stat,
270, 273, as amended, sec, 8, 48 Stat. 168, as
amended; 12 U. 8. C. 264 (¢) (7), 371, 8T1a,
371b, 461)

BoARD OF GOVERNORS OF THE

FEDERAL RESERVE SYSTEM,
MERRITT SHERMAN,

Assistant Secretary.

[F. R. Doc. 53-7965; Filed, Sept. 14, 1953;
8:47 a. m.]

[sEAL]

[Reg. T]

PART 220—CREDIT BY BROKERS, DEALERS,
AND MEMBERS OF NATIONAL SECURITIES
EXCHANGES

ARRANGING FOR EXTENSIONS OF CREDIT TO

BE MADE BY BANK

Seetion 220.111 is added to read as
follows: a

FEDERAL REGISTER

§220.111 Arranging for extensions of
credit to be made by a bank. (a) The
Board has recently had occasion to ex-
press opinions regarding the require-
ments which apply when a person
subject to Part 220 (for convenience,
called here simply a broker) arranges
for a bank to extend credit.

(b) The matter is treated generally in
paragraph (a) of §220.7 and is also sub-
ject to the general rule of law that any
person who aids or abets a violation of
law by another is himself guilty of a
violation. It may be stated as a general
principle that any person who arranzes
for credit to be extended by someone else
has a responsibility so to conduct his
activities as not to be a participant in a
violation of Part 220 which applies to
brokers, or Part 221 of this subchapter,
which applies to banks.

(e) More specifically, in arranging an
extension of credit that may be subject
to Part 221 of this subchapter, a broker
must act in good faith and, therefore,
must question the accuracy of any non-
purpose statement (i. e., a statement that
the loan is not for the purpose of pur-
chasing or carrying registered stocks)
given in connection with the loan where
the circumstances are such that the
broker from any source knows or has
reason to know that the statement is
incomplete or otherwise inaccurate as to
the true purpose of the credit. The re=-
quirement of ‘‘good faith” is of vital im-
portance. While the application of the
requirement will necessarily vary with
the facts of the particular case, the
broker, like the bank for whom the loan
is arranged to be made, must be alert to
the circumstances surrounding the loan.
Thus, for example, if a broker or dealer
is to deliver registered stocks to secure
the loan or is to receive the proceeds of
the loan, the broker arranging the loan
and the bank making it would be put on
notice that the loan would probably be
subject to Part 221 of this subchapter.
In any such circumstances they could
not in good faith accept or rely upon a
statement to the contrary without ob-
taining a reliable and satisfactory ex-
planation of the. situation. The fore-
going, of course, applies the principles
contained in § 221.101 of this subchapter.

(d) In addition, when a broker is ap-
proached by another broker to arrange
extensions of credit for customers of the
approaching broker, the broker ap=-
proached has a responsibility not to
arrange any extension of credit which
the approaching broker could not him-
self arrange. Accordingly, in such cases
the statutes and regulations forbid the
approached broker to arrange extensions
of credit on unregistered securities for
the purpose of purchasing or carrying
either registered or unregistered securi-
ties. The approaching broker would
also be violating the applicable require-
ments if he initiated or otherwise par-
ticipated in any such forbidden
transactions.

(e) The expression of views, set forth
in this section, to the effect that certain
specific transactions are forbidden, of
course, should not in any way be under-
stood to indicate approval of any other
transactions which are not mentioned.
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(Sec. 11 (i), 38 Stat. 262; 12 U, 8. C. 248 (1).
Interprets or applies secs. 8, 7, 8, 17, 23, 48
Stat. 882, 886, 888, 897, 901, as amended;
15 U, 8. C. 78¢c, 78g, 78h (a), 78g (b), T8w)

BoArDp oF GOVERNORS OF THE

FEDERAL RESERVE SYSTEM,
MERRITT SHERMAN,

Assistant Secretary.

[F. R. Dee. 53-7967; Filed, Sept. 14, 1953;
8:48 a,. m,|

[SEAL]

|Reg. U]

PART 221—LOANS BY BANKS FOR THE PUR-
POSE OF PURCHASING OR CARRYING REG-
ISTERED STOCKS

ARRANGING FOR EXTENSIONS OF CREDIT TO
BE MADE BY A BANK; RELIANCE IN "'GOOD
FAITH"” ON STATEMENT OF PURFOSE OF
LOAN

1. Section 221.105 is added as follows:

§221.105 Arranging for extensions of
credit to be made by a bank. For text
of this interpretation, see § 220.111 of
this subchapter.

2. Section 221.106 is added as follows:

§ 221.106 Reliance in “good faith” on
statement of purpose of loan. (a) Cer-
tain situations have arisen from time to
time under Part 221 wherein it appeared
doubtful that, in the circumstances, the
lending banks may have been entitled to
rely upon the statements accepted by
them in determining whether the pur-
poses of certain loans were such as to
cause the loans to be not subject to the
part.

(b) The use by a lending bank of a
statement in determining the purpose of
a particular loan is, of course, provided
for by paragraph (a) of §221.3. How-
ever, under that paragraph a lending
bank may “rely” upon any such state-
ment only if it is “accepted by the bank
in good faith.” As the Board stated in
the interpretation contained in § 221.101,
the “requirement of ‘good faith' is of
vital importance”; and, to fulfill such
requirement, “it is clear that the bank
must be alert to the circumstances sur-
rounding the loan”.

(¢) Obviously, such a statement would
not be accepted by the bank in “gcod
faith” if at the time the loan was made
the bank had knowledge, from any
source, of facts or circumstances which
were contrary to the natural purport of
the statement, or which were sufficient
reasonably to put the bank on notice of
the questionable reliability or complete-
ness of the statement.

(d) Furthermore, the same require-
ment of “good faith” is to be applied
whether the statement accepted by the
bank is signed by the borrower or by an
officer of the bank. In either case,
“good faith” requires the exercise of spe-
cial diligence in any instance in which
the borrower is not personally khown td
the bank or to the officer who procéesses
the loan.

(e) The interpretation set forth in
§ 221.101 contains an example of the ap-
plication of the “good faith” test. There
it was stated that “if the loan is to be
made to a customer who is not a broker
or dealer in securities, but such a broker




5506

or dealer is to deliver registered stocks
to secure the loan or is to receive the
proceeds of the loan, the bank would be
put on notice that the loan would prob-
ably be subject to this part. It could not
accept in good faith a statement to the
contrary without obtaining a reliable
and satisfactory explanation of the situ-
ation”.

(f) Moreover, and as also stated by the
aforementioned interpretation contained
in § 221,101, the “purpose” of a loan, of
course, “cannot be altered by some tem-
porary application of the proceeds. For
example, if a borrower is to purchase
Government securities with the proceeds
of a loan, but is soon thereafter to sell
such securities and replace them with
registered stocks, the loan is clearly for
the purpose of purchasing or carrying
registered stocks”. The purpose of a
loan, therefore, should not be deter-
mined upon a narrow analysis of the im-
mediate use to which the proceeds of the
loan are put. Accordingly, a bank act-
ing in “good faith” should carefully
serutinize cases in which there is any in-
dication that the borrower is concealing
the true purpose of the loan, and there
would be reason for special vigilance if
registered stocks are substituted for
bonds or unregistered stocks soon after
the loan is made, or on more than one
oecasion.

(g) Similarly, the fact that a loan
made on the borrower’s signature only,
for example, becomes secured by regis-
tered stock shortly after the disburse-
ment of the loan usually would afford
reasonable grounds for questioning the
bank’s apparent reliance upon merely
a statement that the purpose of the loan
was not to purchase or carry registered
stock.

(h) These examples are, of course, by

no means exhaustive. They simply
illustrate the fundamental fact that no
statement accepted by a bank is of any
value for the purposes of the regulation
unless “accepted by the bank in good
faith”, and that “good faith” requires,
among other things, reasonable diligence
to learn the truth.
(Sec. 11 (i), 88 Stat. 262; 12 U. S. C. 248 (i).
Interpret or apply secs. 3, 7, 17, 23, 48 Stat.
882, 886, 897, 901, as amended; 15 U. S. C.
78¢, 78g, 78g (b), 78w)

BoARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

[sEAL] MERRITT SHERMAN,
Assistant Secretary.

[F. R. Doc. 53-7066; Filed, Sept. 14, 1953;
8:47 a. m.]

TITLE 16—COMMERCIAL
PRACTICES

Chapter I—Federal Trade Commission
Subchapter B—Trade Practice
Conference Rules
[File No. 21-447]

PART 215—PORTRAIT PHOTOGRAPHIC
INDUSTRY

PROMULGATION OF TRADE PRACTICE RULES

Due proceedings having been held un-
der the trade practice conference pro-
cedure in pursuance of the act of
Congress approved September 26, 1914,

RULES AND REGULATIONS

as amended (Federal Trade Commission
Act), and other provisions of law admin-
istered by the Commission;

It is now ordered, That the trade prac-
tice rules as hereinafter set forth, which
have heen approved by the Commission
in this proceeding, be promulgated as of
September 15, 1953.

Statement by the Commission. 'Trade
practice rules for the Portrait Photo-
graphic Industry, as hereinafter set
forth, are promulgated by the Federal
Trade Commission under the trade prac-
tice conference procedure,

Such rules are directed to the elimina-
tion and prevention of unfair trade prac-
tices to the end that the industry, the
trade, and the public may be protected
from the harmful effects of unfair
methods of competition, unfair or decep-
tive acts or practices, and other trade
abuses. They are to be applied to such
end and to the exclusion of any unlawful
acts or practices which suppress compe-
tition or otherwise unreasonably restrain
trade.

Industry members are those persons,
firms, corporations, or organizations en-
gaged in the business of taking and
selling photographs of human beings, ex-
cept that those engaged solely in taking
motion pictures or photographs for use
in theaters or on television broadecasts,
or in newspapers, magazines, books, sales
promotional literature, ete., are not to be
considered as members of the industry to
which the rules are applicable. Prod-
ucts of the industry to which the rules
haye application include not only photo-
graphs of human beings, but duplicates,
enlargements, and reductions thereof,
and frames and accessories sold in com-
bination therewith. Aggregate annual
sales of industry products approximate
$175,000,000.

Proceedings for the establishment of
rules were instituted upon application
made by industry members. A general
industry conference was held in Chicago,
Illinois, at which proposals for rules were
submitted for consideration of the Com-
mission. Thereafter, a draft of proposed
rules was published by the Commission
and made available to all industry mem-
bers and other interested or affected
parties upon public notice whereby they
were afforded opportunity to present
their views, including such pertinent in-
formation, suggestions, amendments, or
objections, as they desired to offer, and
to be heard in the premises. Pursuant
to such notice, a public hearing was held
in Chicago, Illinois, and all matters there
presented, or otherwise received in the
proceeding, were duly considered.

Thereafter, and upon full considera-
tion of the entire matter, final action
was taken by the Commission whereby it
approved the rules as hereinafter set
forth.

Such rules become operative thirty
(30) days from the date of promulgation.

The rules. These rules promulgated
by the Commission are designed to foster
and promote the maintenance of fair
competitive conditions in the interest of
protecting industry, trade, and the
public. It is to this end, and to the
exclusion of any act or practice which
fixes or controls prices through combina-
tion or agreement, or which unreason-
ably restrains trade or suppresses come

petition, or otherwise unlawfully injures,
destroys, or prevents competition, that
the rules are to be applied.

Sec.

215.0 Definitions.

215.1 Misrepresentation (general).

215.2 Deception as to character of business.

2153 Deception as to business status,
training, skill, ete. -

2154 Misrepresentation as to equipment
and methods used.

2156.56 Misrepresentation as to finishing and
coloring,

215.6 Misrepresentation as to “made for
exhibit purposes.”

2157 Misrepresentation as to “contests.”

215.8 Deceptive use of coupons.

2159 Misuse of the word “Free.”

21510 Misuse of the term ‘“You have been
have been selected,” etc.

215.11 Guaranties, warranties, ete.

215.12 Deceptive use of odd-style frames,
etc.

215.13 Misrepresentation as to samples, ete.

215.14 Deceptive pricing.

215.15 Deceptive use and imitation of trade
or corporate names, trade-marks,
ete,

215.16 Use of lottery.

215.17 Defamation of competitors or false
disparagement of their products.

215.18 Selling below cost.

215.19 Alding or abetting use of unfair

trade practices.

AvrHORITY: §§ 215.0 to 215.19 issued under
sec. 6, 38 Stat. 722; 15 U. 8. C. 46. Interpret
or apply sec. 5, 38 Stat. 719, as amended; 15
U. 8. C. 45.

8§ 215.0 Definitions. As used in this
part the terms “industry member” and
“industry product” shall have the fol«
lowing meanings, respectively:

(a) Industry member. Any person,
firm, corporation, or organization en-
gaged in the business of taking and
selling photographs of human beings.

(b) Industry products. Photographs
of human beings, whether in black and
white or in color, and duplicates, en-
largements, and reductions of such
photographs. Also, frames and acces-
sories for such photographs when sold in
combination therewith,

Nore: Motion pictures or photographs
which are to be used primarily or exclusively
in theater exhibition or television broad-
casting, or for appearance in newspapers,
magazines, books, or some form of com=-
mercial advertisement, are not to be con=
sidered as iIndustry products and persons,
firms, corporations, and organizations en-
gaged exclusively in taking or selling such
photographs or pictures are not to be con=
sidered as “industry members.”

General statement. The unfair trade
practices embraced in the rules herein
are considered to be unfair methods of
competition, unfair or deceptive acts or
practices, or other illegal practices, pro-
hibited under laws administered by the
Federal Trade Commission; and appro-
priate proceedings in the public interest
will be taken by the Commission to
prevent the use, by any person, partner-
ship, corporation, or other organization
subject to its jurisdiction, of such unlaw-
ful practices in commerce,

§ 215.1 Misrepresentation (general).
(a) In connection with the sale, offering
for sale, or distribution of industry prod-
ucts, it is an unfair trade practice for
any industry member to make any repre-
sentation concerning the size, quality,
kind of finish, workmanship, or price, of
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any industry product, or concerning the
experience or competency of the industry
member or his employees in the taking or
processing of portraits, or concerning the
equipnient and facilities used by the in-
dustry member in the taking or process-
ing of portraits, which has the capacity
and tendency or effect of deceiving pur-
chasers or prospective purchasers.

(b) The inhibitions of this section are
applicable to any and all advertising or
sales promotional presentations of an in-
dustry member, whether appearing in a
newspaper or other periodical, in a radio

or television broadcast, in a telephone =

directory listing, as a statement or mark
on a portrait or on the frame or wrapping
thereof, or otherwise. Such inhibitions
also apply to any verbal representation
made by an industry member or his em-
ployee or agent. [Rule 1]

§215.2 Deception as to character of
business. In the sale, offering for sale,
or distribution of industry products, it
is an unfair trade practice for any in-
dustry member to deceive purchasers or
prospective purchasers as to the nature,
type, extent, or volume of his business.

Among the practices to be regarded as
inhibited by this section is that of an in-
dustry member using a corporate or
trade name—

(a) Containing the word “studio,” or
any word or term of similar import, when
the industry member does not own and
operate, or directly and absolutely con-
trol, a photographic studio; or

(b) Containing the words “art insti-
tute,” “art association,” “art gallery,” or
any word or term of similar import, when
the industry member does not own and
operate, or directly and absolutely con-
trol, an establishment of the character
indicated and comprehended by the said
word or words; or

(¢) Containing the word “press” or
“news,” or any word or term of similar
import, when no part of, or but an insub-
stantial portion of, the business of the
industry member consists of the taking
of photographs for use by a newspaper
or other news-gathering or news-dissem-
inating agency and when the business of
the industry member is not associated
with any newspaper or ofher news-
gathering or news-disseminating agency,
[Rule 2]

§215.3 Deception” as to Dbusiness
status, training, skill, etc. 1In the sale,
offering for sale, or distribution of in-
dustry products, it is an unfair trade
practice for any member of the industry
to make, or cause to be made, any state-
ment or representation which has the
capacity and tendency or effect of de-
ceiving customers or prospective cus-
tomers with respect to the size or reputa-
tion of his business, or as to his business
status or affiliation, or as to the training,
skill, or reputation of himself or any of
his employees.

(a) Among the practices inhibited by
this section are:

(1) Representing or implying that
portrait photographs will be taken by
photographers from, or experienced in
photography in, Hollywood, California,
when such is not the fact.

(2) Making or causing to be made
any false or misleading representation

FEDERAL REGISTER

with respect to the skill, reputation, or
training of photographers, as for ex-
ample, the use of such term as “noted
photographer of children” as descriptive
of the fitness or ability of a photographer
to photograph children when in fact
such photographer has not acquired a
reputation for the taking of children's
pictures.

(3) Making or causing to be made any
false or misleading representation with
respect to membership in trade associa-
tions, photographic associations or clubs,
or art associations, or in any other
similar group. [Rule 3]

§ 215.4 Misrepresentation as to equip-
ment and methods used. It is an unfair
trade practice for any member of the in-
dustry to make, or cause to be made, any
false, misleading, or deceptive statement
as to equipment and methods used by the
industry member in the taking or proc-
essing of photographs.

Note: Examples of such statements within
the inhibitions of this section are (1) “elec-
tronic color camera,” when no such camera
is being used, and (2) “Hollywood studio
lighting,” when such lighting is not being
used.

[Rule 4]

§ 2155 Misrepresentation as to fin-
ishing and coloring. It is an unfair
trade practice to make, or cause to be
made, any false, misleading, or deceptive
statements as to the quality and type of
finish or photographic prints being of-
fered. Examples of the type of state-
ments prohibited within the inhibitions
of this section are:

(a) Using the terms “oil painting”
“portrait painting,” or any other word
or term of similar import, as a designa-
tion for, or descriptive of, a tinted or col-
ored photograph or picture made from
a photographic base.

Nore: Nothing In paragraph (a) of this
section should be construed as Inhibiting the
use of such terms as “oil painted photo-
graph” or “oll colored portrait photograph”
as descriptive of a product made from a
photographic base and colored in oil.

(b) Using the term “gold-tone,”" or
any other word or term of similar import
or meaning, either alone or in combina-
tion with other words or terms, to desig-
nate, describe, or refer to a photographic
reproduction which is not a product re-
sulting from a finishing process involv-
ing the use of a toning or deyveloping
bath employing salts or chloride of gold.

(¢) Using the word “platinum’™ as de-
seriptive of a photographic preduct not
made by what is known as the Platino-
type Process involving the use of a plat-
inum salt in the sensitizing solution or
developer.

(d) Using the word “etching,” or any
other word or term of similar import or
meaning, either alone or in combination
with other words or terms, as a desig-
nation for, or as descriptive of, any pic-
ture, print, photograph, or other product
not produced from etched plates.

(e) Using the word ‘“‘silk,” or any term
containing the word “silk.,” in any way
to describe or refer to pictures which are
not in fact printed on silk; or to make
any other misleading, false, or deceptive
statement as to the material upon which
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the photograph or other photographic
product is printed. [Rule 5]

§ 215.6 Misrepresentation as to “made
for exhibit purposes.” It is an unfair
trade practice to represent or imply that
any photograph or miniature. or any
other photographic product, has been in-
cluded in, or made a part of, an exhibit
or an exhibition of photcgraphs when
such is not the fact, or to represent that
any such photograph or photographic
product will be exhibited or made a part
of an exhibition when it is not contem-
plated or intended that such products
will be exhibited or made a part of an
exhibition. [Rule 6]

§215.7 Misrepresentation as to “con-
tests.® It is an unfair trade practice to
make, or cause to be made, directly or by
implication, through advertising of any
kind, or otherwise, any false, mislead-
ing, or deceptive statement as to “con-
tests” of any type or description.

(a) Among the practices inhibited by
this section are:

(1) Representing or implying that a
specified sum of money or monetary
amount in awards will be made fo
winners in a contest unless the specified
sum or amount in awards is made in
cash.

(2) Failing to disclose in the advertis-
ing of any contest the conditions and
requirements which govern the selection
of contest winners, including the extent
to which such selection is controlled or
influenced by the purchase of adver-
tiser's merchandise.

(3) Representing, directly or by im-
plication, that awards in a specified
number or value will be made in any
contest unless such awards are actually
conferred. [Rule 7]

$ 2158 Deceptive use of coupons. It
is an unfair trade practice to make, or
cause to be made, directly or by impli-
cation, in advertising or otherwise, any
false, misleading, or deceptive state-
ments with regard to subject matter car-
ried on so-called “coupons.” Included
in the scope of this section are: state-
ments referring to “limited” dates, when
there is, in fact, no limit; “one per fam-
ily” limitations, when, in fact, there are
no such limitations; and failing to dis-
close on such coupons that additional
purchases of any type are a prerequisite
to receiving the offer made on the coupon
itself, if in fact such a prerequisite is
imposed. [Rule 8]

§2159 Misuse of the word “free.” It
is an unfair trade practice to use the
word “free,” or any other word or term
of similar import or meaning, to desig-
nate, describe, or refer to any article of
merchandise which is not in fact a gift
or gratuity or which is not given with~-
out requiring the purchase of other
merchandise or the performance of some
service inuring, dirvectly or indirectly, to
the benefit of the donor of such so-calied
gift. [Rule 91

§215.10 Misuse of the term “you have
been selected,” ete. It is an unfair trade
practice to represent, directly or indi-
rectly, that photographs sold in the
regular course of business ab the usual
and customary prices therefor are, or
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will be, sold only to a limited number of
customers, or to “a few lucky persons,”
or to indicate that the recipient of such
offer ‘‘has been selected,” or to represent
in any manner that the purchaser is re-
ceiving an advantage in price or other
consideration not ordinarily available.
[Rule 101

§ 215.11 Guaranties, warranties, etc.
(a) It is an unfair trade practice to use
any guarantee respecting a photograph
or other industry product which does not
make reasonable disclosure of the con-
ditions or limitations of such guarantee,
or which contains statements, represen-
tations, or assertions which have the
capacity and tendency or effect of mis-
leading or deceiving in any respect, or
which are of such form, text, or char-
acter as to represent or imply that the
guarantee is broader than is in fact true.

(b) It is an unfair trade practice for
the guarantor to fail to observe serupu-
lously his obligation under the guarantee
by him used or caused to be used.

(¢) This section shall be applicable
also to warranties or any writing pur-
ported to be a guarantee or warranty.
[Rule 111

§ 215.12 Deceplive use of odd-style
frames, ete. It is an unfair trade prac-
tice deceptively to conceal from or fail
to disclose to customers at the time pho-
tographs are ordered that the finished
picture, when delivered, will be so shaped
and designed that it can only be used
in a specially designed, odd-style frame
which can only be purchased from the
producer of the photographs or which
is not generally available on the open
market or that segment of the market
open and convenient to the customer.
[Rule 121

* §215.13 Misrepresentation as to sam-
ples, efe. It is an unfair trade practice
to exhibit to prospective customers as
samples of work any photographs or
pictures which are not in fact repre-
sentative of pictures produced and sold
by the exhibitor of such samples; or to
represent, directly or by implication, that
a photograph to be made and delivered
will be equal in type, quality, and work-
manship to the samples displayed to the
customer, unless the picture delivered is,
in fact, equal in type, quality, and work=-
manship to such samples. [Rule 131

§ 215.14 Deceptive pricing. (a) It is
an unfair trade practice for any mem-
ber of the industry to represent or imply
that an industry product may be pur-
chased for a specified price when such
is not the fact; or to represent or imply
that an industry product is being offered
for sale”at a reduced price or special
price saving when the claimed reduced
price or saving is not based on the bona
fide usual and customary selling price
of the product in effect immediately
prior in point of time to such representa-
tion; or otherwise to represent the prices
or terms of sale of industry products in
such manner having the capacity and
tendency or effect of misleading or
deceiving purchasers or prospective
purchasers.

(b) It is an unfair trade practice to sell
or offer for sale any industry product
at a price less than the cost thereof to
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the seller as a “loss leader” used in in-
ducing, and sold only in combination
with, the purchase of other merchandise
on which the seller recoups such 10ss,
when this practice has the capacity and
tendency or effect of misleading or de-
ceiving the purchasing public. [Rule 14]

§ 215.15 Deceptive use and imitation
of trade or corporate names, trade-
marks, ete. It is an unfair trade prac-
tice for any member of the industry to—

(a) Imitate or cause to be imitated, or
directly or indirectly promote the imita-

tion of, the trade-marks, trade names, or ,

other exclusively owned symbols or
marks of identification of competitors in
a manner having the capacity and tend-
ency or effect of misleading or deceiving
purchasers, prospective purchasers, or
the buying public; or

(b) Use any trade name, corporate
name, trade-mark, or other trade desig-
nation which has the capacity and tend-
ency or effect of misleading or deceiving
purchasers or prospective purchasers as
to the character, name, nature, or origin
of any product of the industry, or of any
material used therein, or which is false
or misleading in any material respect.
[Rule 15]

§215.16 Use of lottery. (a) The
offering or giving of prizes, premiums,
or gifts in connection with the sale or
offering for sale of industry products, or
as an inducement thereto, by means of
a game of chance or lottery scheme, is
an unfair trade practice.

(b) Among the practices inhibited by
this section is the use of a “draw,” “draw
contest,” or so-called “lucky” blank or
any other lottery scheme or game of
chance to promote the sale of industry
products. [Rule 16]

§ 215.17 Defamation of competitors
or false disparagement of their products.
It is an unfair trade practice to defame
competitors by falsely imputing to them
dishonorable conduct, inability to per-
form contracts, questionable credit
standing, or by other false representa-
tions, or falsely to disparage competi=
tors’ photography in any respect, or their
business methods, selling prices, val-
ues, credit terms, policies, or services,
[Rule 171

§ 215.18 Selling below cost. (a) The
practice of selling products of the indus-
try at a price less than the cost thereof
to the seller, with the intent or purpose,
and where the effect may be, to injure,
suppress, or stifle competition or tend to
create a monopoly in the production or
sale of such products, is an unfair trade
practice.

(b) As used in this section the term
“cost” means the total cost to the seller,
including the costs of acquisition, proc-
essing, preparation for marketing, sale,
and delivery. All elements recognized
by good accounting practice as proper
elements of such cost shall be included in
determining cost under this section.
The costs referred to in this section
are actual costs of the respective seller
and not some other figure or average
costs in the industry determined by
an industry cost survey or otherwise.

(e) This section is not to be construed
as prohibiting all sales below cost, but

only such selling below the seller’s cost as
is resorted to and pursued with the
wrongful intent or purpose referred to
and where the effect may be to injure,
destroy, or prevent competition, or tend
to create a monopoly. [Rule 18]

§ 215.19 Aiding or abetting use of un~
fair trade practices. It is an unfair
trade practice for any person, firm, or
corporation to aid, abet, coerce, or in-
duce another, directly or indirectly, to
use or promote the use of any unfair
trade practice specified in this part,
[Rule 191

Issued: September 9, 1953.

Promulgated by the Federal Trade
Commission September 15, 1953.

[sEAL] ALEX. AKERMAN, Jr.,
. Secretary.
[F. R. Doc. 53-7955; Filled, Sept. 14, 1953;

8:46 a. m.|

[File No. 21-250]
PART 216—MILLINERY INDUSTRY
PROMULGATION OF TRADE PRACTICE RULES

Due proceedings having been held un-
der the trade practice conference pro-
cedure in pursuance of the act of Con=-
gress approved September 26, 1914, as
amended (Federal Trade Commission
Act), and other provisions of law ad=-
ministered by the Commission;

It is now ordered, That the trade prac-
tice rules of Group I and Group II, as
hereinafter set forth, which have been
approved and received, respectively, by
the Commission in this proceeding, be
promulgated as of September 15, 1953.

Statement by the Commission. Trade
practice rules for the Millinery Industry,
as hereinafter set forth, are promulgated
by the Federal Trade Commission under
the trade practice conference procedure.

The rules are directed towards main-
taining fair competitive conditions in
the industry and protecting buyers and
prospective buyers of millinery products
from deception. They are designed to
meet particular needs of the industry and
should not be construed as covering all
acts or practices prohibited by laws ad«
ministered by the Commission.

Members of the industry are the per=
sons, firms, corporations, and organiza-
tions engaged in the importation,
production, or marketing of millinery
products. Annual gross sales of milli-
nery at wholesale are estimated to ap-
proximate $200,000,000.

Proceedings leading to the establish-
ment of rules were instituted upon appli-
cation made on behalf of industry
members. A general industry confer-
ence was held in Washington, D. C., at
which proposals for rules were submitted.
Upon request, a second session of this
conference was held in New York City
at which further suggestions were re-
ceived. Thereafter, a draft of proposed
rules was released by the Commission
and public hearing thereon was held in
Washington, D. C., at which all interested
or affected parties were afforded oppor-
tunity to present their views, suggestions,
or objections regarding the rules.
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Following such hearing, and upon con-
sideration of the entire matter, final ac-
tion was taken by the Commission
whereby it approved and received, re-
spectively, the trade practice rules
hereinafter appearing in Group I and
Group II.

Such rules become operative thirty
(30) days from the date of promulgation.

The rules. These rules promulgated
by the Commission are designed to foster
and promote the maintenance of fair
competitive conditions in the interest of
protecting industry, trade, and the
public. It is to this end, and to the ex-
clusion of any act or practice which fixes
or confrols prices through combination
or agreement, or which unreasonably re-
strains trade or suppresses competition,
or otherwise unlawfully injures, destroys,
or prevents competition, that the rules
are to be applied.

Seec.
216.0° Definition.
GROUP 1

Deception (general).

Deception as to origin of wool felt and
fur felt hats and hat bodies (with
labeling requirements specified).

Deceptive concealment of fact that
hat bodies, hats, or components
thereof, are not new.

Deceptive sales of sample hats.

Prohibited use of fictitious price.

False Invoicing.

Prohibited forms of trade restraints
(unlawful price-fixing, ete.)

Prohibited discrimination.

GROUP 11

216.101 Disclosure of terms and conditions
of sale.

216.102 Arbitration,

216.103 Return of merchandise.
AUTHORITY: §§216.0 to 216.102 issued un-

der sec. 6, 38 Stat. 722; 15 U. 8. C. 46. In-

terpret or apply sec. 5, 38 Stat. 719, as

amended; 15 U. 8. C. 45.

§ 216.0 Definition. Members of the
industry for which these trade practice
rules are established are the persons,
firms, corporations, and organizations
engaged in the importation, production,
or marketing of millinery and compo-
nents thereof.

2161
216.2

2163

2164
216.5
216.6
216.7

216.8

GROUP I

General statement. The unfair trade
practices embraced in §§ 216.1 to 216.8
are considered fo be unfair methods of
competition, unfair or deceptive acts or
practices, or other illegal practices, pro-
hibited under laws administered by the
Federal Trade Commission; and appro-
priate proceedings in the public interest
will be taken by the Commission to pre-
vent the use, by any person, firm, corpo-
ration, or other organization subject to
its jurisdiction, of such unlawful prac-
tices in commerce.

§ 216.1 Deception (general). If isan
unfair trade practice to use, or cause or
promote to the use of, any trade promo-
tional literature, advertising matter,
mark, brand, label, trade name, design,
designation, or other type of oral or writ-
ten representation, however dissemi-
nated or published, or to fail to disclose
any material fact, when such representa-
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tion or failure to disclose has the capac-
ity and tendency or effect of misleading
or deceiving purchasers or prospective
purchasers with respect to the quality,
style, origin, value, substance, grade,
kind, size, production, manufacture, or
distribution of any hat body, or hat or
component thereof, or has the capacity
and tendency or effect of deceiving pur-
chasers in any other material respect.
[Rule 11

§ 216.2 Deception as to origin of wool
fell and fur felt hats and hat bodies
(with labeling requirements specified).
(a) It is an unfair trade practice to offer
for sale, sell, or distribute any wool felt
or fur felt hat body which has been man-
ufactured in a foreign country, or any
hat made in the United States of such
imported hat body, without clearly and
conspicuously disclosing the foreign
country of origin of such imported hat
body in the inside center tip of the
crown of such hat body and hat by a
stamp or mark which cannot readily be
hidden or obliterated.

NoreE: The stamp or mark required by
paragraph (&) of this section must contain
the word “body"” and show that the hat body
has been manufactured in the foreign coun-
try, as for example: “body made in ........ e

Country
The word “body” shall be used in marking
all Imported bodies, crowns, hoods, and other
fur felt and wool felt products designed for
use as the basic material and foundation
of millinery regardless of their size or shape,
as for example, an imported wool felt hood
should be marked “body made in _._______/

Country

(b) It is an unfair trade practice to
remove, cover, or otherwise destroy any
stamp or mark required by paragraph
(a) of this section unless the person re-
moving, covering, or destroying such
stamp or mark shall re-stamp or re-mark
the hat body or hat as required by said
paragraph (a): Provided, however,
Where the inside center tip of the crown
of said imported hat body is removed in
the manufacture of a hat, the required
stamp or mark disclosing country of for-
eign origin may be placed on some other
conspicuous part of the hat.

(c) With respect to hat bodies made
in the United States of imported wool or
fur, or American-made hats composed
of such hat bodies or composed of im-
ported hat bodies or of any other com-
ponent grown or made in a foreign coun-
try, it is an unfair trade practice to offer
for sale, sell, or distribute any such
American-made hat bodies or hats un-
der any representations or circumstances
which have the capacity and tendency
or effect of misleading or deceiving pur-
chasers or prospective purchasers into
the erroneous belief that such American-
made hat bodies or hats are imported,
[Rule 2]

§216.3 Deceptive concealment of fact
that hat bodies, hats, or components
thereof, are not new. (a) It is an unfair
trade practice to offer for sale, sell, or
distribute any hat body or hat which
previously has been used, or any hat
made of & previously-used hat body or
other component, without clearly and
conspicuously disclosing the second-
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hand condition of said hat body, hat, or
component thereof, as the case may be—

(1) In the inside center tip of the
crown of such hat body and hat by a
stamp or mark which cannot readily be
hidden or obliterated; or

(2) In all advertisements made with
respect to said hat body, hat, or com-
ponent thereof.

Nore: Designation of such hat bodies and
hats as "re-worked,” "used,” "made-over,"
“re-used,” or “re-processed,” or by a simi-
lar term, Is not deemed to be adequately
informative under this section. However,
nothing In this section is intended to pro-
hibit a disclosure that the hat body or
other component has been renovated where
such Is the fact, and provided its second-
hand condition is also disclosed. Where
new components have been added to ‘a
second-hand hat body, nothing in this sec-
tion shall prevent such components from
being represented as new, as for exambple, a
hat made of & second-hand hat body with
new ribbon and feathers may be described
as “'second-hand body, decorations new.”

(b) It is an unfair trade practice to
remove, cover, or otherwise destroy any
stamp or mark required by paragraph
(a) of this section unless the person
removing, covering, or destroying such
stamp or mark shall re-stamp or re-
mark the hat body or hat as required by
said paragraph (a); Provided, however,
Where the inside center tip of the crown
of said hat body is removed in the manu-
facture of a hat, the required stamp or
mark disclosing its second-hand condi-
tion may be placed on some other con-
spicuous part of the hat. [Rule 3]

§ 216.4 Deceptive sales of sample hats.
It is an unfair {rade practice to advertise
or offer for sale as “sample hats" any
hats which are not invoiced or otherwise
certified by the manufacturer or jobber
to the retailer as such and which haye
not, been used specifically and solely for
display or order-taking purposes by the
manufacturer or jobber. [Rule 4]

§216.5 Prohibited use of fictilious
price. It is an unfair trade practice for
any member of the industry to adver-
tise, offer, or sell a product (a) at a
price purported to be reduced from what
is in fact a fictitious price, or (b) at a
purported reduction in price which is in
fact a fictitious one. [Rule 5] .

§ 216.6 False invoicing. It is an un-
fair trade practice to withhold from or
insert in invoices any statements or in-
formation by reason of which omission
or insertion a false record is made,
wholly or in part, of the transactions
represented on the face of such invoices,
with the capacity and tendency or effect
of thereby misleading or deceiving pur-
chasers, prospective purchasers, or the
consuming public. [Rule 6]

§ 216.7 Prohibited forms of trade re-
straints (unlawful price-fizing, etc.).
—_——— -

1 The Inhibitions of this section are subject
to Public Law 542, approved July 14, 1952, 68
Stat. 632 (the McGuire Act) which provides
that with respect to a commodity which
bears, or the label or container of which
bears, the trade-mark, brand, or name of
the producer or distributor of such com-
modity and which is in free and open com-
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It is an unfair trade practice for any
member of the industry, either directly
or indirectly, to engage in any planned
common course of action, or to enter
into or take part in any understanding,
agreement, combination, or conspiracy,
with one or more members of the in-
dustry, or with any other person or per-
sons, to fix or maintain the price of any
goods or otherwise unlawfully to restrain
trade; or to use any form of threat, in-
timidation, or coercion to induce any
member of the industry or other person
or persons to engage in any such planned
common course of action, or to become
a party to any such understanding,
agreement, combination, or conspiracy.
[Rule 71

§216.8 Prohibited discrimination *—
(a) Prohibited discriminatory prices, or
rebates, refunds, discounts, credits, etc.,
which efiect unlawjful price discrimina-
tion. It is an unfair trade practice for
any member of the industry engaged in
commerce, in the course of such com-
merce, either directly or indirectly, to
diseriminate in price between different
purchasers of commodities of like grade
and quality, where either or any of the
purchases involved in such discrimina-
tion are in commerce, where such com-
modities are sold for use, consumption,
or resale within the United States or any
Territory thereof or the District of Co-
Iumbia or any insular possession or other
place under the jurisdiction of the
United States, and where the effect of
such discrimination may be substan-
tially to lessen competition or tend to cre-
ate a monopoly in any line of commerce,
or to injure, destroy, or prevent compe-
tition with any person who either grants
or knowingly receives the henefit of such
diserimination, or with customers of
either of them: Provided, That nothing

petition with commodities of the same gen=
eral class produced or distributed by others,
a seller of such a commodity may enter into
a contract or agreement with a buyer thereof
which establishes a minimum or stipulated
price at which such commodity may be re-
sold by such buyer when such contract or
agreement is lawful as applied to intrastate
transactions under the laws of the State,
Territory, or territorial jurisdiction in which
the resale is to be made or to which the com=-
modity is to be transported for such resale,
and when such contract or agreement is not
between manufacturers, or between whole-
salers, or bhetween brokers, or between
factors, or between retallers, or between per-
sons, firms, or corporations in competition
with each other. .

*The term “commerce,” as used in this
section, Is to be construed as it is defined in
section 1 of the Clayton Act, which defini-
tion is as follows:

“Commerce” * * * means trade or com=-
merce among the several States and with for-
eign nations, or between the District of Co=-
lumbia or any territory of the United States
and any State, Territory, or foreign nation,
or between any insulap possessions or other
places under the jurisdiction of the United
States, or between any such possession or
place and any State or Territory of the
United States or the District of Columbia or
any foreign nation, or within the District
of Columbia or any Territory or any insular
possession or other place under the juris-
diction of the United States, * * *
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contained in this paragraph (a) shall
prevent—

(1) Differentials which make only due
allowance for differences in the cost of
manufacture, sale, or delivery resulting
from the differing methods or quantities
in which such commodities are to such
purchasers sold or delivered; or

(2) Price changes from time to time
where in response to changing condi-
tions affecting the market for or the
marketability of the goods concerned,
such as but not limited to actual or im-
minent deterioration of perishable goods,
obsolescence of seasonal goods, distress
sales under court process, or sales in good
faith in discontinuance of business in
the goods concerned; or

(3) Persons engaged in selling goods,
wares, or merchandise in commerce from
selecting their own customers in bona
fide transactions and not in restraint
of trade.

(b) Prohibited brokerage and com-
missions. It is an unfair trade practice
for any member of the industry engaged
in commerce, in the course of such com-
merce, to pay or grant, or to receive or
accept, anything of value as a commis-
sion, brokerage, or other compensation,
or any allowance or discount in lieu
thereof, except for services rendered in
connection with the sale or purchase
of goods, wares, or merchandise, either
to the other party to such transaction
or to an agent, representative, or other
intermediary therein where such inter-
mediary is acting in fact for or in bhe-
half, or is subject to the direct or
indirect control, of any party to such
transaction other than the person by
whom such compensation is so granted
or paid.

(¢) Prohibited advertising or promo-
tional allowances, ete. It is an unfair
trade practice for any member of the
industry engaged in commerce, in the
course of such commerce, to pay or con-
tract for the payment of advertising or
promotional allowances or any other
thing of value to or for the benefit of
a customer of such member as compen-
sation or in consideration for any serv-
ices or facilities furnished by or through
such customer in connection with the
processing, handling, sale, or offering for
sale of any products or commodities
manufactured, sold, or offered for sale
by such member, unless such payment
or consideration is available on propor-
tionally equal terms to all other cus-
tomers competing in the distribution of
such products or commodities.

(d) Prohibited discriminatory services
or facilities. It is an unfair trade prac-
tice for any member of the industry en-
gaged in commerce, in the course of such
commerce, to discriminate in favor of
one purchaser against another pur-
chaser or purchasers of a commodity
bought for resale, with or without proc-
essing, by contracting to furnish or fur-
nishing, or by contributing to the fur=-
furnishing of, any services or facilities
connected with the processing, han-
dling, sale, or offering for sale of such
commodity so purchased upon terms not
accorded to all competing purchasers on
proportionally equal terms.

(e) Inducing or receiving an illegal
discrimination in price. It is an unfair
trade practice for any member of the
industry engaged in commerce, in the
course of such commerce, knowingly to
induce or receive a discrimination in
price which is prohibited by the forego-
ing provisions of this section.

(f) Exemptions., The inhibitions of
this section shall not apply to purchases
of their supplies for their own use by
schools, colleges, universities, public li-
braries, churches, hospitals, and charit-
able institutions not operated for profit.

Note: In complaint proceedings charging
discrimination in price or services or fa-
cilities furnished, and upon proof having
been made of such discrimination, the
burden of rebutting the prima facie case
thus made by showing justification shall be
upon the person charged; and unless
justification shall be affirmatively shown, the
Commission is authorized to issue an order
terminating the discrimination: Provided,
however, That nothing herein contained
shall prevent a seller rebutting the prima
facie case thus made by showing that his
lower price or the furnishing of services or
facilities to any purchaser or purchasers
was made in good faith to meet an equally
low price of a competitor, or the services or
faclilities furnished by a competitor. See
(Sec. 2-b, Clayton Act.)

[Rule 8]
GROUP II

General statement. Compliance with
trade practice provisions embraced in
§§ 216.101 to 216.103 is considered to be
conducive to sound business methods and
is to be encouraged and promoted in-
dividually or through voluntary coop-
eration exercised in accordance with
existing law. Nonobservance of
§§ 216.101 to 216.103 does not per se con=
stitute violation of law. Where, how=-
ever, the practice of not complying with
such rules is followed in a manner as to
result in unfair methods of competition
or unfair or deceptive acts or practices,
corrective proceedings in respect thereto
may be instituted by the Commission
as in the case of violation of §§ 216.1 to
216.8.

§ 216.101 Disclosure of terms and
conditions of sale. The industry dis-
approves the practice by individual
members of the industry of issuing orders
or invoices which do not accurately and
completely set forth the conditions of
sale, including the quantity and price of
goods sold, the discount, and all other
pertinent terms. The use of such terms
as ‘“‘as had” in the invoice is not con-
sidered to be in accord with the provi-
sions of this section. [Rule Al

§ 216,102 Arbitration. The industry
approves the practice of handling busi-
ness disputes between members of the
industry, or between members of the in-
dustry and their customers or suppliers,
in a fair and reasonable manner, coupled
with a spirit of moderation and good will,
and every effort should be made by the
disputants themselves to compose their
differences. If unable fo do so they
should, if possible, submit these disputes
to impartial arbitration. [Rule Bl
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