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Complaint 52 F.T.C.

Ix THE MATTER OF
HARRY KAYE OF HACKENSACK, INC,, ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION ACT AND OF THE FUR PRODUCTS LABELING ACT

Docket 6320. Complaint Apr. 1, 1955—Decision, July 27, 1955

Consent order requiring a furrier in Hackensack, N. J., to cease violating the-
Fur Products Labeling Act and the Federal Trade Commission Act through
failing to disclose the names of animals producing the fur in certain fur
products, the fact that certain furs were artificially colored, and the name
of the country of origin of imported furs; through misrepresenting prices
as reduced from “regular” prices which were in fact fictitious, the amount
of savings possible to purchasers, values of certain products, and products
as being the stock of a business in liquidation; and by failing to keep
adequate records on which such claims of savings were purportedly based.

Before Mr, Frank Hier, hearing examiner.
Mr. John T. Walker for the Commission.
Mr. Robert G. Leff, of Newark, N. J., for respondents.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Fur Products Labeling Act, and by virtue of the authority
vested in it by said Acts, the Federal Trade Commission, having rea-
son to believe that Harry Kaye of Hackensack, Inc., a corporation,
and Harry Kaplan, individually and as an officer of said corporation,
hereinafter referred to as respondents, have violated the provisions
of said Acts, and the Rules and Regulations promulgated under the
Fur Products Labeling 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: '

ParacrarH 1. Respondent, Harry Kaye of Hackensack, Inc., is a
corporation organized, existing and doing business under and by
virtue of the laws of the State of New Jersey. Respondent Harry
Kaplan, an individual, is president of respondent, Harry Kaye of
Hackensack, Inc., and in said capacity formulates and controls the
policies and practices of said corporate respondent. The said corpo-
rate respondent and said individual respondent have their office and
principal place of business located at 331 Main Street, Hackensack,
New Jersey.

Par. 2. Subsequent to the effective date of the Fur Products Label-
ing Act on August 9, 1952, respondents have been, and are now, en-
gaged in the introduction into commerce, and in the sale, advertising
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and offering for sale in commerce, and in the transportation and dis-
tribution in commerce, of fur products, and have sold, advertised,
offered for sale, transported and distributed fur products which have
been made in whole or in part of fur which had been shipped and re-
ceived in commerce, as “commerce,” “fur,” and “fur products” are
defined in the Fur Products Labeling Act. ‘

Par. 3. Certain of said fur products were falsely and deceptively
advertised, in violation of the Fur Products Labeling Act in that re-
spondents caused the dissemination in commerce, as “commerce” is
defined in said Act, of certain advertisements concerning said fur
products, by means of newspapers and by various other means, which
advertisements were not in accordance with the provisions of Section
5 (a) of the Fur Products Labeling Act, and of the Rules and Regula-
tions promulgated under said Act, and which advertisements were
intended to aid and did aid, promote and assist, directly or indirectly,
in the sale and offering for sale of said fur products. ‘

Par. 4. Among and including the advertisements as aforesaid, but
not limited thereto, were advertisements of respondents which ap-
peared in various issues of the “Bergen Evening Record,” a newspaper
published in Hackensack, New Jersey, and having wide circulation
in said State and in various other States of the United States.

By means of the aforesaid advertisements and through others of
the same import and meaning, not specifically referred to herein, re-
spondents falsely and deceptively :
~ A. Failed to disclose the name or names of the animal or animals
that produced the fur contained in the fur products, as set forth in
the Fur Products Name Guide, in violation of Section 5 (a) (1) of
the Fur Products Labeling Act.

B. Failed to disclose that fur contained in fur products was
bleached, dyed or otherwise artificially colored fur, when such was the
fact, in violation of Section 5 (a) (3) of the Fur Products Labeling
Act. ’

C. Failed to disclose the name of the country of origin of imported
furs contained in fur produets, in violation of Section 5 (a) (6) of the
Fur Products Labeling Act.

D. Misrepresented prices of fur products as having been reduced
from regular or usual prices, where the so-called regular or usual
prices were in fact fictitious, in that they were not the prices at which
said merchandise was usually sold by respondents, in the recent regu-
lar course of their business, in violation of Rule 44 (a) of the aforesaid
Rules and Regulations.

E. Misrepresented, by means of comparative prices and percentage
savings claims not based on current market values, the amount of
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savings to be effectuated by purchasers of said fur products, in viola-
‘tion of Rule 44 (b) of the aforesaid Rules and Regulations. e

F. Misrepresented the value of fur products, when such claims
and representations were not true in fact, in violation of Rule 44
(d) of the aforesaid Rules and Regulations. ‘

G. Misrepresented said fur products as being the stock of a business
in a state of liquidition in violation of Rule 44 (g) of the aforesaid
Rules and Regulations. -

Respondents, in making the pricing claims and representations re-
ferred to in subparagraphs (D), (E) and (F) hereof, failed to main-
tain full and adequate records disclosing the facts upon which such
claims and representations were purportedly based, in violation of
Rule 44 (e) of said Rules and Regulations.

Par. 5. The aforesaid acts and practices of respondents, as herein
alleged, were in violation of the Fur Products Labeling Act, and the
Rules and Regulations promulgated thereunder, and constituted un-
fair and deceptive acts and practices in commerce under the Federal
Trade Commission Act. ’

INITIAL DECISION BY FRANK HIER, HEARING EXAMINER

Pursuant to the provisions of the Federal Trade Commission Act
and the Fur Products Labeling Act, the Federal Trade Commission
on April 1, 1955, issued and subsequently served its complaint on
respondents herein. Harry Kaye of Hackensack, Inc., is a corpora-
tion organized under the laws of the State of New Jersey and Harry
Kaplan, the other respondent, is president thereof. Both respondents
have their office and principal place of business located at 331 Main
Street, Hackensack, New Jersey, and are engaged thereat in the in-
troduction into commerce, and in the sale, advertising and offering
for sale in commerce, of fur products. Answer to the complaint here-
in was filed by them on May 9, 1955.

On June 9, 1955, there was submitted to the undersigned hearing
examiner an agreement and stipulation between respondents and
counsel in support of the complaint providing for entry of a consent
order. By the terms thereof respondents admit all the jurisdictional
allegations set forth in the complaint; agree that the answer hereto-
fore filed in this matter be withdrawn; stipulate that the record
herein may be taken asif the Commission had made findings of juris-
dictional facts in accordance with allegations thereof in the com-
plaint; expressly waive a hearing before the hearing examiner or the
Commission, the making of findings of fact or conclusions of law by
the hearing examiner or the Commission, the filing of exceptions or



HARRY KAYE OF HACKENSACK, INC., ET AL. 101

‘98 Order

oral argument before the Commission, and all further and other pro-
cedure before the hearing examiner and the Commission to which
respondents may be entitled under the Federal Trade Commission
Act or the Rules of Practice of the Commission. Respondents agree
that the order hereinafter provided for shall have the same force
and effect as if made after a full hearing, presentation of evidence
and findings and conclusions thereon and specifically waive any and
all right, power or privilege to challenge or contest the validity of the
order entered in accordance with such stipulation.

It was further stipulated and agreed that such stipulation, together
with the complaint, shall constitute the entire record herein and
should be filed with the hearing examiner for his consideration in ac-
cordance with Section 3.21 of the Commission’s Rules of Practice;
that the signing of the stipulation was for settlement purposes only
and does not constitute an admission by respondents that they have
violated the law as alleged in the complaint; that the complaint here-
in may be used in construing the terms of the order hereinafter en-
tered, which order may be altered, modified or set aside in the manner
provided by the statute for orders of the Commission; that the stipu-
~ lation is subject to approval in accordance with Sections 8.21 and 3.25
of the Commission’s Rules of Practice and that the order shall have
no force and effect until and unless it becomes the order of the
Commission. -‘ .

On the basis of the foregoing, the undersigned hearing examiner
concludes that this proceeding is in the public interest; that it is an
appropriate disposition of the proceeding and in accordance with the
action contemplated and agreed upon, makes the following order:

ORDER

It is ordered, That respondents Harry Kaye of Hackensack, Inc.,
a corporation, and its officers, and Harry Kaplan, individually and
as an officer of said corporation, and respondents’ representatives,
agents and employees, directly or through any corporate or other
device, in connection with the introduction into commerce, or the sale,
advertising, or offering for sale in commerce, or the transportation
or distribution in commerce, of fur products, or in connection with
the sale, advertising, offer for sale, transportation, or distribution of
fur products which have been made in whole or in part of fur which
has been shipped and received in commerce, as “commerce,” “fur”
and “fur product” are defined in the Fur Products Labeling Act, do
forthwith cease and desist from falsely or deceptively advertising fur
products through the use of any advertisement, representation, public
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announcement, or notice which is intended to aid, promote, or assist,
directly or indirectly, in the sale or offering for sale of fur products,
and which:

1. Fails to disclose:

(a) The name or names of the animal or animals producing the fur
or furs contained in the fur products as set forth in the Fur Products
Name Guide and as prescribed under the Rules and Regulations.

(b) That the fur products contain or are composed of bleached,
dyed, or otherwise artifically colored fur, when such is a fact.

(¢) The name of the country of origin of imported furs contained
in fur products.

2. Represents, directly or by implication:

(a) That the regular or usual price of any fur product is any
amount which is in excess of the price at which the respondents
" have usually and customarily sold such products in the recent regular
course of their business.

(b) That a sale price enables purchasers of fur products to ef-
fectuate any savings in excess of the difference between the said price
and the price at which comparable products were sold by respondents
during the time specified or, if no time is specified, in excess of the
difference between said price and the current price at which com-
parable products are sold by respondents.

(c) The value of fur products, when such claims and representa-
tions were not true in fact.

(d) That any of such products were the stock of a business in a
state of hqu1dat10n, contrary to fact.

3. Makes pricing claims or representations of the type referred to
in Paragraph 2 (a), (b) and (c) above, unless there is maintained by
respondents full and adequate records disclosing the facts upon which
such claims or representations are based, as required by Rule 44 (e)
of the Rules and Regulations.

DECISION OF THE COMMISSION AND ORDER TO FILE REPORT OF COMPLIANCE

Pursuant to Sec. 3.21 of the Commission’s Rules of Practice, the
initial decision of the hearihg examiner shall, on the 27th day of
July, 1955, become the decision of the Commission; and, accordingly :

It is ordered, 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 the order to cease and desist.
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IN THE MATTER OF
L. H KELLOGG CHEMICAL COMPANY ET AL.

‘CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
TFTEDERAL TRADE COMMISSION ACT

Docket 6287. Complaint, Jan. 17, 1955—Decision, July 28, 1955

Consent order requiring sellers in Minneapolis, Minn,, to cease representing
falsely in advertising that they were manufacturing analytical chemists,
operating laboratories in which they manufactured their embalming fluids,
and representing falsely the unique character, bactericidal and germicidal
potency, and blood-coagulating properties of their said fluids, and making
other untounded claims.

Before Mr. Earl J. Kolb, hearing examiner.

Mr. Ames W. Williams for the Commission.

Sachs, Karlins, Grossman & Karlins, of Minneapolis, Minn., for
respondents.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission, having reason to believe that L. H. Kellogg
Chemical Company, a corporation, and Leo A. Hodroff, William Hod-
roff and Ruth Abry, individually and as officers of said corporation,
hereinafter referred to as respondents, have violated the provisions of
said 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 as follows:

ParagrapH 1. Respondent L. H. Kellogg Chemical Company is a
corporation organized, existing and doing business under and by virtue
of the laws of the State of Minnesota, with its office located at 1401
3rd Avenue South, Minneapolis, Minnesota. Respondents Leo A.
Hodroff, William Hodroff and Ruth Abry are president and treasurer,
vice president and secretary, respectively, of said corporate respondent.
These individuals formulate and direct the policies, acts, practices and
business affairs of said corporate respondent, including the acts and
practices hereinafter set out.

Par. 2. Respondents are now, and for more than one year last
past have been, engaged in the sale and distribution, among other
things, of embalming fluids, a line of which is designated as “Kelco
Scientists Series Fuids.” Respondents have caused and now cause
their said embalming fluids, when sold, to be transported from the
place of manufacture thereof in the State of Minnesota to purchasers
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in various other States of the United States. Respondents maintain
and at all times mentioned herein have maintained a course of trade
in said embalming fluids in commerce among and between the various
States of the United States.

Par. 8. In the course and: conduct of their aforesaid business re-
spondents are now, and have been, in substantial competition in
commerce with other corporations and with firms, individuals and
partnerships engaged in the sale and distribution of embalming
fluids. _

Par. 4. In the course and conduct of their business, respondents
have made numerous statements with respect to their Kelco Scientists
Series Fluids and the price thereof; their facilities and other matters
in connection with their business in various kinds of advertising
media, for the purpose of inducing and which were likely to induce,
directly or indirectly, the purchase of said fluids.

Among and typical, but not all inclusive of such statements, are
the following:

The Kelco Laboratories are the finest and most complete maintained by any
manufacturer devoted to the profession. Thousands of dollars have been spent
to equip and furnish our chemists with the newest and most complete compound-
ing and analytical instruments that are known to science. (In connection with
the aforesaid statement there appear pictures of laboratory facilities and men
who appear to be chemists at work.)

The FIRST complete line of fluid formulations ever developed and tested as
a series to insure perfect integration and true ‘living balance’ of all
ingredients * * *,

The FIRST embalming fluids ever perfected in full cooperation with the
nation’s foremost primary chemical producers * * *,

The FIRST series of completely new embalming fluids ever planned and
produced on the basis of exhaustive modern scientific research methods * * *.

The FIRST series of formulations ever tested in complete sequence and
proven superior in repeated case examinations by impartial embalmers and
recorded in available case reports.

KB-500—the most powerful bactericide yet developed for embalming use—
more than 500 times greater bactericidal effectiveness than phenol (carbolic
acid) against all pathogenic organisms * * *,

KB-500 maintains bactericidal potency almost indefinitely * * *.

Contamiration or chemical neutralization, which sharply reduces the effec-
tiveness of almost all other germicides, has virtually no effect on KB-500.

Thrombex-Heparin—an amazing new synthesis of medically proven Heparin
anti-coagnlant and Thrombex clot-dispersant, that instantly stops and prevents
all blood coagulation—quickly and safely disperses even the most stubborn
clots. .

Lanomulsion—the first and only embalming oil-emulsion scientifically tested
for real effectiveness * * *, '

You are assured of the Finest Quality Ingredients. Even more important
than quantity is quality—whenever Kelco buys. Our laboratory specifications
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for chemicals are extremely demanding—so strict, in fact, that only two
chemical producers in the nation are able to meet our requirements for the
exacting quality of formaldehyde used as the basic ingredient in certain Kelco

fluids.
Distribution Method No. 1 Manufacturer’s :salesmen get 409 of your cost.

The Kelco Way you get the 409 for yourself.

Par. 6. Through the use of the statements hereinabove set forth
and others similar thereto not specifically set out herein, respondents
represent, directly and by implication, that they own and operate the
laboratory depicted and that the persons at work therein are chemists
employed by them; that their I{elco Scientists Series Fluids are the
first line ever developed and tested as a series; that such fluids are
the first ever perfected in cooperation with primary chemical pro-
ducers; that such fluids are the first to be produced as a result of
scientific research ; that such fluids are the first series of formulations
to be tested in sequence by impartial embalmers and recorded in
available case reports; that the KB-500 contained in their said fluids
has more than 500 times greater bactericidal effectiveness than phe-
nol; that KB-500 maintains its bactericidal and germicidal potency
despite contamination and chemical neutralization; that the ingredi-
ent Thrombex-Heparin contained in their said fluids stops and
prevents all blood coagulation and quickly disperses blood clots and
that the ingredient Lanomulsion contained in their fluids is the first
and only oil-emulsion of proven value in embalming fluids; that
respondents’ specifications for formaldehyde are so exacting that only
two chemical producers in the nation are able to meet them and that
purchasers of respondents’ fluids are afforded savings of 40% from
the prices charged by their competitors for similar products.

Par. 7. Respondents on. their busingss stationery and in various

- advertising media use the expression “Manufacturing Analytical
(‘hemlqts” and in advertising media the words “Factories, 110 North
Fifth Street, 126 East Franklin Avenue.” Respondents thereby
represent that they manufacture the products sold by them in fac-
tories owned by them.

Par. 8. A substantial portion of those buying embalming fluids
prefer to purchase direct from the manufacturer, believing that ad-
vantages in price and other respects are thereby obtained.

Par. 9. The foregoing representations, implications and depictions
are false, misleading and deceptive. In truth and in fact, the labora-
tory facilities depicted are not those of respondents and the scientists
are not employed by respondents. Respondents’ Kelco Scientists
Series Fluids are not the first line to be developed and tested as a series.
Such fluids are not the first to be perfected in cooperation with primary
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chemical producers. Such fluids are not the first produced as a result
of scientific research. The fluids are not the first series of formula-
tions tested in sequence by impartial embalmers and recorded in avail-
able case reports. The bactericidal potency of KB-500 in respond-
ents’ fluids is substantially less than 500 times that of phenol; its
germicidal and bactericidal potency is reduced by contamination and
chemical neutralization and will not last indefinitely. The Throm-
bex-Heparin as contained in respondents’ fluids will not stop or pre-
vent blood coagulation nor will it disperse blood clots and Lanomul-
sion is not the first or only effective embalming oil-emulsion of proven
value in embalming fluids.

The respondents are not manufacturing analytical chemists nor do
they own or control a factory or factories in which their fluids are
manufactured. They employ only one chemist upon a part-time basis.
Respondents’ specifications for formaldehyde are capable of being met
by many producers of such ingredient and purchasers of their fluids
are not afforded savings of 40% from the prices charged by their com-

_petitors for similar products.

Par. 10. The use by the respondents of the aforesaid statements, rep-
resentations and implications in connection with the offering for sale
and sale of their embalming fluids in commerce has had and now has
the capacity and tendency to mislead and deceive a substantial portion
of the purchasing public into the erroneous and mistaken belief that
such statements, representations and implications were and are true,
and to induce the public to purchase substantial quantities of respond-
ents’ products as a result of such erroneous and mistaken belief.

As a result thereof, substantial trade in commerce has been unfairly
diverted to respondents from their competitors and substantial injury
has been done thereby to competition in commerce.

Par. 11. The aforesaid acts and practices of respondents, as herein
alleged, are all to the prejudice and injury of the public and of re-
spondents’ competitors and constitute unfair and deceptive acts and
practices and unfair methods of competition, in commerce, within the
intent and meaning of the Federal Trade Commission Act.

INITIAL DECISION BY EARL J. KOLB, HEARING EXAMINER

The complaint in this proceeding charges the respondents L. H.
Kellogg Chemical Company, an Illinois corporation located at 1401
Third Avenue, South, Minneapolis, Minnesota, and Leo A. Hodroff,
William Hodroff and Ruth Abry, individually and as officers of said
corporation, with the use of unfair and deceptive acts and practices
and unfair methods of competition in commerce in violation of the
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provisions of the Federal Trade Commission Act, in connection with
the sale and distribution of embalming fluids designated as “Kelco
Scientists Series Fluids.”

Subsequent to the filing of their answers, the respondents William
Hodroff and Ruth Abry filed their separate affidavits to the effect
that William Hodroff had resigned as officer, director and employee
of said corporation in February 1951 and had assumed employment
with Kelco Funeral Supply Company, and that Ruth Abry, although
Secretary of said corporate respondent, had not participated in the
affairs of the corporation other than calling the annual meetings of
shareholders and keeping the minutes thereof and keeping minutes of
the meetings of the Board of Directors.

After the issuance of said complaint and the filing of their answers
thereto, the respondents L. H. Kellogg Chemical Company and Leo
A. Hodroff, individually, entered into a stipulation for a consent
order with counsel for complaint disposing of all the issues in this
proceeding, which stipulation was duly approved by the Director
and Assistant Director of the Bureau of Litigation. It was expressly
provided in said stipulation that the signing thereof is for settlement
purposes only and does not constitute an admission by respondents
that they have violated the law as alleged in the complaint.

By the terms of said stipulation, the said respondents admitted all
the jurisdictional allegations of the complaint and agreed that the
record herein may be taken as if the Commission had made findings
of jurisdictional facts in accordance with such allegations.

‘By said stipulation, the answers heretofore filed by respondents
were withdrawn and the parties expressly waived a hearing before the
hearing examiner or the Commission, the making of findings of fact
or conclusions of law by the hearing examiner or the Commission,
the filing of exceptions and oral argument before the Commission, and
all further and other procedure before the hearing examiner and the
_.Commission to which the respondents may be entitled under the
Federal Trade Commission Act or the Rules of Practice of the
Commission.

By said stipulation, respondents further agreed that the order to-
cease and desist, issued in accordance with said stipulation, shall
have the same force and effect as if made after a full hearing, pre-
sentation of evidence, and findings and conclusions thereon, and spe-
cifically waived any and all right, power or privilege to challenge or
contest the validity of such order.

It was further provided that said stipulation, together with the
complaint and the affidavits filed in behalf of Ruth Abry and William
Hodroff dated March 24, 1955, shall constitute the entire record herein,
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that the complaint herein may be used in construing the terms of the
order issued pursuant to said stipulation, and that said order may be
altered, modified or set aside in the manner prescribed by the statute
for orders of the Commission.

It was further stipulated and agreed between counsel for the re-
spondents and counsel supporting the complaint that in view of the
information contained in the affidavits submitted concerning the
status of William Hodroff and Ruth Abry, individually cited in the
complaint, counsel supporting the complaint by said stipulation
recommended dismissal of the charges as to such individuals,

The hearing examiner has considered such stipulation and the order
therein contained, and the affidavits filed herein, and it appearing that
said stipulation and order provides for appropriate disposition of this
proceeding, the same is hereby accepted and made a part of the record
and in consonance with the terms of said stipulation, the hearing
examiner finds that the Federal Trade Commission has jurisdiction of
the subject matter of this proceednw and of the respondents named
hereln, and that this proceeding is in the interest of the publie, and
issues the following order:

ORDER

1t is ordered, That L. H. Kellogg Chemical Company, a corpora-
tion, and Leo A. Hodroff, individually, and respondents’ agents, rep-
resentatives, and employees, directly or through any corporate or
other device, in connection with the offering for sale, sale or distri-
bution in commerce, as “commerce” is defined in the Federal Trade
Commission Act of their embalming fluids designated as Kelco Scien-
tists Series Fluids or any other embalming fluids of substantially sim-
ilar composition or possessing substantially similar properties,
whether sold under the same or under any other name, do forthwith
cease and desist from :

1. Representing, directly or by implication:

(a) Through the use of pictorial representations or otherwise, that
they own or control a laboratory or laboratories that they do not
actually own or control or that they employ scientists which they do
not actually employ.

(b) That their line of embalming fiuids is the first complete line
developed and tested as a series.

(¢) That such embalming fluids are the first perfected in coopera-
tion with primary chemical producers.

(d) That such finids are the first produced as a 1esult of scientific
research methods.
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(e) That such fluids are the first series of formulations tested in
sequence by undertakers and recorded in available case reports.

(f) That the KB-500 contained in their fluids is any number of
times more effective than phenol than is actually the fact.

(g) That the KB-500 contained in their fluids maintains its germi-
cidal or bactericidal potency for any period of time that is not in
accordance with the facts.

(h) That the Thrombex-Heparin contained in their fluids will stop
or prevent coagulation or disperse blood clots.

(1) That Lanomulsion is the first or only oil-emulsion of proven
value in embalming fluids.

(7) That their specifications for chemicals are so exacting that only
two producers can comply therewith or misrepresent in any manner
the quality of the ingredients in their fluids.

(k) That purchasers of their products are afforded savings from
the prices charged by their competitors which are not in accordance
with the facts.

2. Using the words “Manufacturing Analytical Chemists” or any of
them, or the word “Factories,” or any other word or words of similar
Import or meaning, on their business stationery or in advertisements;
or representing through any other means or device, or in any manner,
that they manufacture the fluids sold by them.

Provided, however, That nothing herein shall preclude the respond-
ents {rom representing that the fluids which they sell are manufactured
under their supervision, from their ingredients and in accordance with
their formulas.

1t is further ordered, That the complaint be dismissed as to |
respondents William Hodroff and Ruth Abry.

DECISION OF THE COMMISSION AND ORDER TO FILE
REPORT OF COMPLIANCE

Pursuant to Section 8.21 of the Commission’s Rules of Practice, the
initial decision of the hearing examiner shall, on the 28th day of July,
1955, become the decision of the Commission ; and, accordingly :

1t is ordered, That the respondents L. H. Kellogg Chemical Com-
pany, a corporation, and Leo A. Hodroff, individually, 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 the order to cease and desist.

451524—59 9
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Ix TaHE MATTER OF

SUNSHINE BISCUITS, INC., STATLER MANUFACTURERS
CORP., STATLER DISTRIBUTORS, INC., AND LAW-
RENCE S. REISS

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF SEC. 2
(a) OF THE CLAYTON ACT AND OF THE FEDERAL TRADE COMMISSION ACT

Docket 6191. Complaint, Mar. 11, 1954—Decision, July 30, 1955

Consent order requiring the second largest producer of packaged bakery products
to cease discriminating in price in violation of sec. 2 (a) of the Robinson-
Patman Act, through selling its products to some customers at higher prices
than to their competitors by means of a volume discount plan based on the
monthly purchases of the particular customer, as charged in Count I of the
Commission’s complaint.’

Before Mr. John Lewis, hearing examiner.

Mr, William H. Smith and Mr. Brockman Horne for the Com-
mission.

Mr. A. W. DeBirny, of Long Island City, N. Y., and M». Robert

E. Freer, of Washington, D. C., for Sunshine Biscuits, Inc.

Mr. Avel B. Silverman, of New York City, for Statler Manufac-
turers Corp., Statler Distributors, Inc. and Lawrence S. Reiss.

CO3MPLAINT

The Federal Trade Commission, having reason to believe that
Sunshine Biscuits, Inc., hereinafter more particularly designated and
described, has violated and is now violating the provisions of sub-
section (a) of Section 2 of the Clayton Act (U. S. C. Title 15,
Sec. 18), as amended by the Robinson-Patman Act, approved June
19, 1936, and pursuant also to the provisions of the Federal Trade
Commission Act, and by virtue of the authority vested in it by said
Act, the Commission, having reason to believe that said Sunshine
Biscuits, Inc., Statler Manufacturers Corp., a corporation, Statler
Distributors, Inc., a corporation, and hereinafter more particularly
designated and described, and Lawrence S. Reiss, individually and
as an officer of Statler Manufacturers Corp. and Statler Distributors,
Inc., have violated the provisions of Section 5 of the said Act, and it
appearing to the Commission that a proceeding by it in respect

1 Count II of the complaint was settled on July 20, 1954, 51 F. T. C. 25, by a consent
order forbidding exclusive-dealing arrangements under which sald baking corporation and
sellers of automatic vending machines agreed that the latter would dispense the former’s
baked goods exclusively through their machines.
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thereof would be in the public interest, hereby issues its complaint,
stating its charges as follows:

COUNT 1

ParacrarH 1. Respondent Sunshine Biscuits, Inc. (formerly
Loose-Wiles Biscuit Company), hereinafter referred to as Sunshine,
is a New York corporation with its office and principal place of busi-
ness located at 29-10 Thomson Avenue, Long Island City, New York.

Par. 2. Respondent Sunshine is now and for many years last past
has been engaged in the manufacture, sale and distribution of bakery
packaged food products, commonly referred to as cookies, crackers,
biscuits and cakes. In certain avenues of distribution these products
are sold under the trade name “Nicks.” Said respondent is the second
largest producer and distributor of bakery packaged food products
in the United States. Its gross sales of said products for the year
1952 was in excess of $130,000,000.

Respondent Sunshine operates bakeries and maintains 115 ware-
houses for the temporary storage and to facilitate the delivery of said
products; and also maintains numerous branch sales offices in various
localities throughout the United States. Salesmen are employed to
solicit orders and sell said products and subsequently said products are
delivered by trucks owned by said respondent Sunshine to some 240,-
000 customers located in every city, town and village of the United
States. The customers of respondent include chain retail stores
(whether corporate or independently owned), voluntary and coopera-
tive chain retail stores, independent store owners and customers who
sell said products through automatic vending machines.

Respondent Sunshine causes said products, when sold, to be trans-
ported from its various bakeries and warehouses to purchasers located
in the District of Columbia and in States other than the States where
respondent’s products are manufactured or sold. There is, and has
been at all times mentioned herein, a continuous current of trade in
commerce in said products across State lines from respondent Sun-
shine’s bakeries and warehouses to the purchasers thereof. Said prod-
ucts are sold and distributed for use, consumption and resale in the
various States of the United States and the District of Columbia.

Par. 3. In the course and conduct of its business, as aforesaid, re-
spondent Sunshine is now, and during the times herein mentioned
has been, in substantial competition with others engaged in the manu-
facture, sale and distribution of bakery packaged food products in
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commerce between and among the various States of the United States
and in the District of Columbia.

Many of respondent Sunshine’s customers are competitively engaged
with each other and with customers of respondent Sunshine’s competi-
tors in the resale of bakery packaged food products within the trading
areas in which said customers are engaged in business.

Par. 4. Respondent Sunshine, in the course and conduct of its busi-
ness, as aforesaid, has been and is now discriminating in price between
different purchasers of their products of like grade and quality by
selling said products to some of its customers at higher prices than to
others of its customers.

Par. 5. The discriminations in price referred to in paragraph 4
hereof have been and now are effected pursuant to the method by
which respondent bases the price on which it sells such produects to
its purchasers. The basic method involves a volume discount plan
whereby respondent sells its products at prices based upon the monthly
purchases of said products of a particular customer. This volume
discount plan is as follows:

Monthly purchases: Discount
$0 to $20.00 ~—- Nomne
$20.00 to $149.00 29,
$150.00 to $999.99 - - —= 209,
$1,000.00 to $2,499.99 e 3%

v §2,500.00 to $4,999.99 _ - 3% %
$5,000.00 to $7,499.99 - 49,
$7,500.00 and UP oo oo 4169,

Par. 6. The effects of such disecriminations in price as set forth in
Paragraph 4 and Paragraph 5 hereof may tend to create a monopoly
in the lines of commerce in which respondent Sunshine and its cus-
tomers are respectively engaged; or to injure, destroy or prevent
competition with respondent Sunshine, or with customers thereof who
receive the benefits of such discrimination.

Par. 7. The foregoing alleged acts and practices of said respondent
Sunshine, as set forth herein, constitute violation of subsection (a) of
Section 2 of the Clayton Act (U. S. C. Title 15, Sec. 13), as amended
by the Robinson-Patman Act, approved June 19, 1936.

COMPILER'S NOTE

Count II of the complaint, charging distributors of vending machines with
entering into agreements with Sunshine to dispense Sunshine products exclusively
through their vending machines, was settled on July 20, 1954, 51 . T. C. 25, by
a consent order terminating the challenged practices.
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INITIAL DECISION IN DISPOSITION OF COUNT I OF COMPLAINT
BY JOHN LEWIS, HEARING EXAMINER

The Federal Trade Commission issued its complaint against the
above-named respondents on March 11, 1954, charging respondent
Sunshine Biscuits, Inc., in Count I of said complaint, with having
violated the provisions of subsection (a) of Section 2 of the Clayton
Act (U. S. C., Title 15, Sec. 13), as amended by the Robinson-Patman
Act, and charging all of said respondents, in Count II of the complaint,
with the use of unfair methods of competition and unfair and deceptive
practices in commerce in violation of Section 5 of the Federal Trade
Commission Act. After being duly served with said complaint,
respondents appeared by counsel and entered into a stipulation for
consent order disposing of Count II of the complaint. Said stipula-
tion was thereafter accepted by the undersigned hearing examiner and
an initial decision based thereon was filed June 8, 1954, which became
the decision of the Commission by its order issued June 30, 1954.

Following submission of the stipulation disposing of Count II of
the complaint, respondent Sunshine Biscuits, Inc., filed its answer to
Count I of the complaint. Thereafter various interlocutory motions
were filed with the undersigned by counsel for said respondent and
by counsel supporting the complaint, and appeals were taken to the
Commission from the order of the undersigned disposing of said
motions. Following the final disposition of said appeals, counsel for
respondent Sunshine Biscuits, Inc., and counsel supporting the com-
plaint entered into a stipulation, dated June 9, 1955, providing for
the withdrawal of said respondent’s answer to Count I of the com-
plaint and for the entry of a consent order disposing of said count.
Said stipulation was thereafter submitted to the hearing examiner for
his consideration, in accordance with Section 8.25 of the Commission’s
Rules of Practice For Adjudicative Proceedings.

Respondent Sunshine Biscuits, Inc., pursuant to the aforesaid stip-
ulation, had admitted all the jurisdictional allegations of the com-
plaint and agreed that the record herein may be taken as if the

.Commission had made findings of jurisdictional facts in accordance
with such allegations. Said stipulation further provides that all
parties expressly waive a hearing before the hearing examiner or
the Commission, and all further and other procedure to which said
respondent may be entitled under the Clayton Act or the Rules of
Practice of the Commission. Respondent has also agreed that the
order to cease and desist issued in accordance with said stipulation
shall have the same force and effect as if made after a full hearing,
and specifically waives any and all right, power, or privilege to chal-
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lenge or contest the validity of said order. It has been further stipu-
lated and agreed that the complaint herein may be used in construing
the terms of the order provided for in said stipulation, and that the
signing of said stipulation is for settlement purposes only and does
not constitute an admission by respondent that it has violated the law
as alleged in the complaint.

The order agreed upon in the aforesaid stipulation accords sub-
stantially with the order proposed in the “Notice” portion of the com-
plaint, except for the elimination of a provision covering price
discriminations which affect competition in the line of commerce in
which respondent Sunshine Biscuits, Inc., is engaged, the so-called
primary line. By memorandum dated June 9, 1955, transmitting the
stipulation for consent order, the hearing examiner has been advised
by counsel supporting the complaint that the reason for the elimina-
tion of said provision is that it was not his intention to introduce
evidence of possible injury in the primary line and that the principal
basis of the complaint is injury to competition in the so-called second-
ary line of commerce, as to which he believes the order agreed upon
makes adequate provision.

This proceeding having now come on for final consideration by
the hearing examiner on the complaint and the aforesaid stipulation
for consent order, the answer previously filed being hereby deemed
withdrawn, and the hearing examiner being satisfied, on the basis of
the representations made by counsel supporting the complaint con-
cerning the proof which he proposed to offer had this proceeding
gone to hearing, that the aforesaid stipulation provides for an ap-
propriate disposition of this proceeding, the said stipulation is hereby
accepted and ordered filed by the hearing examiner, who makes the
following findings, for jurisdictional purposes, and order:

1. Respondent Sunshine Biscuits, Inc., is now and has been at all
times mentioned in the complaint a corporation organized under and
existing by virtue of the laws of the State of New York, with its
principal office located at 29-10 Thomson Avenue, Long Island City,
New York. :

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent above named. The
complaint states a cause of action against said respondent under the
Clayton Act, as amended by the Robinson-Patman Act.

ORDER

1t is ordered, That respondent Sunshine Biscuits, Inec., a corpora-
tion, its officers, agents, representatives, and employees, directly or
through any corporate device or in connection with the offering for
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sale, sale or distribution of bakery packaged food products in com-
merce, as “commerce” is defined in the aforesaid Clayton Act, do
forthwith cease and desist from discriminating in price, directly or
indirectly, between said purchasers of said products by selling such
products of like grade and quality to any purchaser at a price dif-
ferent from that granted any other purchaser who in fact competes
with the former in the resale or distribution of such products.

DECISION OF THE COMMISSION AND ORDER TO FILE REPORT OF COMPLIANCE

Pursuant to Sec. 8.21 of the Commission’s Rules of Practice, the
initial decision of the hearing examiner in disposition of Count I of
the complaint shall, on the 80th day of July, 1955, become the decision
of the Commission ; and, accordingly :

1t s ordered, That respondent Sunshine Biscuits, Inc., shall within
sixty (60) days after service upon it of this order, file with the Com-
mission a report in writing setting forth in detail the manner and
form in which it has complied with the order to cease and desist.

OPINION OF THE COMMISSION

Per Curiam:

This matter is before us upon the interlocutory appeal of respond-
ent Sunshine Biscuits, Inc., from two rulings of the hearing examiner.
The appeal raises questions, among others, as to the sufficiency of the
complaint and the propriety of the hearing examiner’s action with
respect to a request of counsel supporting the complaint that this
proceeding be certified to the Commission, questions which we believe
require a prompt decision in order to prevent unusual expense and
delay in the proceedings within the meaning of Rule XX of the
Commission’s Rules of Practice. Written briefs have been filed by
both parties and oral argument was had before the Motions
Commissioner.

Count I of the complaint? charges respondent Sunshine Biscuits,
Inc., with price discriminations in violation of Section 2 (a) of the
Clayton Act, as amended by the Robinson-Patman Act, in connection
with the sale of bakery packaged food products. Following the filing
of respondent’s answer to Count I of the complaint in which respond-
ent stated, among other things, that the complaint contains no allega-

1 Count II of the complaint which charged Sunshine Biscuits, Inc. and others with
violation of Section 5 of the Federal Trade Commission Act has already been disposed of
by the issuance of a consent order.
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tion that the customers involved in the alleged discriminations
compete with each other, counsel supporting the complaint moved
the hearing examiner to certify the proceeding to the Commission
and moved the Commission to amend the complaint so as to correct
the alleged deficiency. Respondent thereafter moved the hearing
examiner to dismiss the complaint for the principal reasons that it is
insufficient, vague, indefinite and uncertain; the matter is moot; and
it is contrary to the public interest. The lack of an allegation in the
complaint as to the existence of competition between the customers
involved in the alleged price discriminations constitutes a part of the
basis for respondent’s contention that the complaint is insufficient.

The hearing examiner did not certify this proceeding to the Com-
mission, as he was requested to do so by counsel supporting the
complaint. Instead, after expressing the opinion that the requested
amendment merely involved “a clarification of the complaint in a
respect which does not change in any material respect the original
cause of action” and that, therefore, he could grant the relief re-
quested witheut certifying the matter to the Commission, he entered
an order granting the motion “to the extent that the complaint shall
be deemed amended” in the respects requested by counsel supporting
the complaint. The Commission interprets this action solely as a
clarification of the complaint. No new or additional issue is created
by the action and it does not in any way change the cause of action
stated in the complaint. It may, however, serve to remove any pos-
sibility of doubt or misunderstanding on respondent’s part as to the
charge it must meet. We believe, therefore, that the hearing ex-
aminer’s action with respect to the motion of counsel supporting the
complaint was proper.,

Respondent in its motion to the hearing examiner to dismiss also
claimed that the complaint is insufficient because it is not specific as
to the results of the alleged price discriminations. In its appeal from
the hearing examiner’s denial of the motion to dismiss respondent
makes the further contention that the complaint is insufficient be-
cause it contains no allegation that any of the sales involved in the
discriminations were in interstate commerce.

In Paragraph Six of Count I of the complaint it is alleged that the
effects of the discriminations “may tend to create a monopoly in the
lines of commerce in which respondent Sunshine and its customers
are respectively engaged; or to injure, destroy or prevent competition
with respondent Sunshine, or with customers thereof who receive the
benefits of such discrimination.” In Paragraph Three it is alleged,
among other things, that respondent Sunshine sells and distributes
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bakery food products in interstate commerce.  Respondent in its
answer admits the allegations of Paragraph Three of the complaint.
In Paragraph Four it is alleged that respondent Sunshine “in the
course and conduct of its business, as aforesaid, has been and is now
discriminating in price * * *” We believe the allegations in the
complaint are sufficient to fully apprise the respondent of the charge
it must meet and that the absence of further particulars cannot
operate to deprive respondent of a full and fair hearing.

Respondent’s contentions that this matter is moot and that it is
contrary to the public interest to proceed appear to be based largely
on the grounds that the discount schedule referred to in the complaint
was discontinued on January 1, 1954, prior to the issuance of the
complaint, and that for a period of more than thirty years respondent
has followed the pricing practices of the dominant member of the
industry, namely, National Biscuit Company. It appears from an
affidavit of an official of the respondent, submitted with the motion
to dismiss, that, prior to April 1944, respondent was using a discount
plan under which the maximum discount of 414 % was associated with
purchases of $150,000 per month. A similar plan which had been
used by the National Biscuit Company was found by the Commission
to have resulted in unlawful price discriminations and an order to
cease and desist was issued against National Biscuit Company on.
February 23, 1944 (Docket 5013). Shortly thereafter National
Biscuit Company adopted a discount plan whereby the maximum
discount of 414% was associated with monthly purchases of $10,000.
Respondent, in April 1944, adopted a discount schedule whereby the
maximum discount of 414,% was associated with purchases of $7,500
per month. This discount plan is the subject of the complaint in
this proceeding. Respondent’s present discount schedule whereby the
maximum discount is associated with monthly purchases of $500 was
put into effect on January 1, 1954, after respondent learned that a
similar discount schedule had been announced by National Biscuit
Company.

We agree with the hearing examiner that the facts asserted by the
respondent do not establish that this proceeding is moot. Respondent
does not assert that its discount schedule was revised as of January
1, 1954, in order to avoid the alleged unlawful price discriminations.
It appears instead that the revised discount schedule was adopted in
order to follow a similar discount plan which had been announced by
National Biscuit Company. Conceding that the respondent has dis-
continued using the discount schedule which resulted in the price
discriminations which the complaint alleges to be unlawful, there is no
sufficient basis for either a determination that the discount schedule
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which respondent is presently using does not also result in unlawful
price discriminations, or a conclusion that there is no likelihood that
the alleged unlawful discriminations will be resumed.

As further grounds for dismissal of the complaint, respondent con-
tends that its volume discount plan was established in good faith to
meet a similar discount plan previously adopted by the dominant
member of the industry and that the effect of the price differences in
the secondary line, if any, is de ménémis. The merits of these conten-
tions cannot be determined on the basis of the present record.

‘We are of the opinion that the hearing examiner’s denial of respond-’
ent’s motion to dismiss was proper and respondent’s appeal therefrom
will be denied. '

ORDER DENYING APPEAL FROM HEARING EXAMINER’S RULINGS

This matter having come on to be heard by the Commission upon
the appeal of respondent Sunshine Biscuits, Inc., from an order of the
hearing examiner disposing of a motion by counsel supporting the
complaint requesting that this proceeding be certified to the Com-
mission for its consideration of a proposed amendment to the complaint,
and denying respondent’s motion to dismiss the complaint, and briefs
of counsel in support thereof and in opposition thereto; and

The Commission having determined, for the reasons appearing in
the accompanying opinion, that the action of the hearing examiner
with respect to the said motion of counsel supporting the complaint
was proper in all respects, and also that the hearing examiner properly
denied respondent’s motion to dismiss and that respondent’s appeal
should be denied.

1t is ordered, That the appeal of respondent Sunshine Biscuits, Inc.,
from rulings of the hearing examiner, be, and it hereby is, denied.
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In taE MATTER OF
RECOTON CORPORATION ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION ACT

Docket 6322. Complaint, Apr. 1, 19556—Decision, Aug. 2, 1955

Consent order requiring manufacturers in New York City of phonograph needles
with points made of synthetic materials to cease representing falsely in
catalogues, on packages and containers, and in sales promotional material
furnished to dealers, that the needles had points of sapphire or ruby or jewel ;
and to cease representing that they were the world’s largest manufacturer of
phonograph needles.

Before Mr. Earl J. Kolb, hearing examiner.

Mr. Terral A. Jordan for the Commission.

Caln, Schwartzreich & Mathias, of New York City, for respond-
ents.

CoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission, having reason to believe that Recoton Corporation
and Herbert H. Borchardt, Jack Karns and Alfred Wish, individually
and as officers of said corporation, hereinafter referred to as respond-
ents, have violated the provisions of said 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:

Piragrarm 1. Respondent Recoton Corporation, is a corporation
organized, existing and doing business under and by virtue of the laws
of the State of New York with its office and principal place of busi-
ness located at 147 West 22nd Street, New York, N. Y. Respondents
Herbert H. Borchardt, Jack Karns and Alfred Wish are respectively
President, Vice-President and Secretary of said corporate respondent.
These individuals acting in cooperation with each other formulate,
direct and control all of the policies, acts and practices of said corpo-
ration. Their address is the same as that of corporate respondent.

Par. 2. Respondents are now, and have been for more than two years
last past, engaged in the sale and distribution of phonograph needles
to wholesalers and dealers in commerce, among and between the
various States of the United States and in the District of Columbia.
Respondents maintain, and at all times mentioned herein have main-
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tained, a substantial course of trade in said phonograph needles, in
commerce, among and between the various States of the United States.

Par. 3. In the course and conduct of their business as aforesaid,
respondents have made many representations as to the materials used
in making their phonograph needles. These representations were
made in catalogs, and on counter display cards, packages, containers
and other sales promotional material supplied to dealers to be ex-
hibited to the purchasing public. Typical and illustrative of such
representations are the following:

Polished Sapphire Tip * * * tipped with a precious sapphire point.

Recoton Ultra Sapphire Tipped Phoneedle.

Ruby Point.

Rubypoint * * * with a sparkling dark red ruby point.

Jewel and Osmium Tipped.

Point Material: Jewel.

Par. 4. Through the use of the foregoing representations and
others of similar import and meaning, respondents have represented
directly and by implication that said phonograph needles have points
or tips made of sapphire, or ruby or jewel.

Par. 5. The said representations are false, misleading and decep-
tive. In truth and in fact the said needles do not have points or
tips made of sapphire or ruby or jewel; but said needles have points
© or tips made of synthetic materials.

Par. 6. By selling and distributing to wholesalers and dealers said
phonograph needles packaged as aforesaid and furnishing to such
wholesalers and dealers counter display cards and other sales promo-
tional material as aforesaid, respondents furnish to such wholesalers
and dealers the means and instrumentalities through and by which
they may mislead and deceive the purchasing public as to the com-
position of the points or tips of said phonograph needles.

Par. 7. Through the use of the statement “world’s largest manu-
facturers of phoneedles” on certain of its phonograph needle packages |
respondents have represented that they are the world’s largest manu-
facturers of phonograph needles and produce more phonograph
needles than any other manufacturer in the world. In truth and in
fact, there are other manufacturers in the world whose businesses are
larger than respondents’ and who produce substantially more phono-
graph needles than the respondents.

Par. 8. In the course and conduct of their business respondents
are in direct and substantial competition with other corporations and
firms and individuals engaged in the sale in commerce of phonograph
needles.
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Par. 9. The use by the respondents of the false, misleading and
deceptive representations herein set forth has had and now has the
capacity and tendency to mislead and deceive a substantial number
of wholesalers and dealers and members of the purchasing public
with respect to the material of which the tips or points of respond-
ents’ said needles are made and with respect to the size and capacity
of respondents’ manufacturing facilities. As a result thereof, sub-
stantial trade in commerce has been unf'thly diverted to respondents
from their competitors and substantial injury has been done to com-
petition in commerce.

Par. 10. The aforesaid acts and practices of the respondents, as
herein alleged, are all to the prejudice and injury of the public and
of respondents’ competitors and constitute unfair and deceptive acts
and practices and unfair methods of competition, in commerce, within
the intent and meaning of the Federal Trade Commission Act.

INITIAL DECISION BY EARL J. KOLB, HEARING EXAMINER

The complaint in this proceeding charges the respondents Recoton
Corporation, a New York corporation located at 52-85 Barnett Ave-
nue, Long Island City, New York, and Herbert H. Borchardt, Jack
Karns and Alfred Wish, individually and as officers of said corpora-
tion, with the use of unfair and deceptive acts and practices and un-
fair methods of competition in commerce in violation of the provisions
of the Federal Trade Commission Act, in eonnection with the sale and
distribution of phonograph needles.

After the issuance of said complaint and the filing of their answer
thereto, the respondents entered into an agreement for consent order
with counsel for complaint disposing of all the issues in this proceed-
ing, which agreement was duly approved by the Director and Assist-
ant Director of the Bureau of Litigation. It was expressly provided
in said agreement that the signing thereof is for settlement purposes
only and does not constitute an admission by respondents that they
have violated the law as alleged in the complaint.

By the terms of said agreement, the said respondents admitted all
the jurisdictional allegations of the complaint and agreed that the
record herein may be taken as if the Commission had made findings
of jurisdictional facts in accordance with such allegations.

By said agreement, the answer heretofore filed by respondents was
withdrawn and the parties expressly waived a hearing before the
hearing examiner or the Commission, the makmg of ﬁndlncrs of fact
or concluslons of law by the hearing examiner or the Commission,
the filing of exceptions and oral argument before the Commlasmn,
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and all further and other procedure before the hearing examiner
and the Commission to which the respondents may be entitled under
the Federal Trade Commission Act or the Rules of Practice of the
Commission.

By said agreement, respondents further agreed that the order to
cease and desist, issued in accordance with said agreement, shall
have the same force and effect as if made after a full hearln(r, pres-
entation of evidence, and findings and conclusions thereon, and specif-
ically waived any and all right, power or privilege to challenge or
contest the validity of such order

It was further provided that said agreement, tooether with the
complaint, shall constitute the entire record herem, that the com-
plaint herein may be used in construing the terms of the order issued
pursuant to said agreement, and that said order may be altered, modi-
fied or set aside in the manner prescribed by the statute for orders of
the Comumission.

The hearing examiner has considered such agreement and the order
therein contained, and it appearing that said agreement and order
provides for appropriate dispositions of this proceeding, the same
is hereby accepted and made a part of the record and in consonance
with the terms of said agreement, the hearing examiner finds that
the Federal Trade Commission has jurisdiction of the subject matter
of this proceeding and of the respondents named herein, and that this
proceeding is in the interest of the public, and issues the following
order:

ORDER

1t is ordered, That respondents Recoton Corporation, a corporation,
and its officers, and Herbert H. Borchardt, Jack Karns and Alfred
Wish, individually and as officers of said corporate respondent, and
respondents’ agents, representatives and employees, directly or
through any corporate or other device, in the offering for sale, sale
or distribution of phonograph needles in commerce, as “commerce”
is defined in the Federal Trade Commission Act, do forthwith cease
and desist from representing, directly or by implication: '

1. That the points or tips of phonograph needles made of synthetic
sapphires, rubies, jewels or other precious stones are sapphires,
rubies, jewels or other precious stones without clearly stating that
they are synthetic.

2. Through the use of the statement “world’s largest manufacturers
of phoneedles” or representations of similar import or meaning that
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said corporate respondent is the world’s largest manufacturer of
phonograph needles.

DECISION OF THE COMMISSION AND ORDER TO FILE REPORT OF COMPLIANCE

Pursuant to Section 8.21 of the Commission’s Rules of Practices,
the initial decision of the hearing examiner shall, on the 2nd day of
August, 1955, become the decision of the Commission; and, accord-
ingly: ‘

1t is ordered, 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 the order to cease and desist.
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Ix tEE MATTER OF

AMERICAN STAINLESS KITCHEN COMPANY, INC,
ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION ACT

Docket 6294. Complaint, Feb. 18, 1955—Decision, Aug. 8, 1955

Consent order requiring sellers in Milwaukee, Wis., to cease making false claims
for the health-inducing properties of their stainless steel cooking utensils and
with disparaging competitive aluminum products.

Before M». John Lewis, hearing examiner.
Mr. Joseph Calloway for the Commission.
Kelley, Drye, Newhall & Maginnes, of New York City, for
respondents.
COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission, having reason to believe that American Stainless
Kitchen Company, Inc., a corporation, and Wesley A. Ryan, Frank W.
Ladky and Randall G. Taylor, individually and as officers of said
corporation, hereinafter referred to as respondents, have violated the
provisions of said Act, and it appearing to the Commission that a
proceeding by it in respect thereto would be in the public interest,
hereby issues its complaint, stating its charges in that respect as
follows:

Paracrarr 1. Respondent American Stainless Kitchen Company,
Inc., is a corporation organized, existing and doing business under and
by virtue of the laws of the State of Wisconsin, with its principal office
and place of business located at 161 West Wisconsin Avenue, Milwau-
kee, Wisconsin. Respondents Wesley A. Ryan, Frank W. Ladky and
Randall G. Taylor are the officers of corporate respondent. These
individuals formulate and control the policies, activities and practices
of the corporate respondent, including the acts and practices herein-
after alleged. The address of respondent Wesley A. Ryan is Room
303, Eighteen West Chelten (Germantown) Philadelphia, Pennsyl-
vania. The address of respondents Frank W. Ladky and Randall G.
Taylor is the same as that of the corporate respondent.

Par. 2. Respondents are now and for more than three years last
past have been engaged in the sale and distribution of stainless steel
cooking utensils in commerce between and among the various States of
the United States. Respondents cause and have caused said products,
when sold to be shipped from Sheboygan, Wisconsin, where they are
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manufactured for respondents by the Polar Ware Company, to pur-
chasers thereof located in other States of the United States. The
volume of business of respondents in said cooking utensils in commerce
is now and has been substantial.

Par. 3. In the course and conduct of their business as aforesaid,
respondents are now and have been in substantial competition with
other corporations and parties engaged in the business of selling and
distributing cooking utensils in commerce between and among the
various States of the United States.

Par. 4. The advertising and selling of respondents’ cooking uten-
sils are conducted through the medium of agents, representatives,
employees, and distributors of respondents by personal solicitation
and contact with the general public. The method chiefly employed
by said agents, representatives, employees and distributors is the
giving of demonstrations of respondents’ products before groups of
prospective purchasers, at which time various types of advertising
literature, including charts, which have been supplied by respondents
are exhibited or distributed, accompanied by sales talks, the material
for which is and has been supplied by respondents. Said sales talks
have to do with the alleged characteristics and effectiveness of re-
spondents’ products in the preparation of food and the alleged dis-
advantages of the products of their competitors, particularly those
made of aluminum. The statements made by said agents, represent-
atives, employees, and distributors have the express or implied ap-
proval of respondents and the sales made as a result of said demon-
strations inure to the benefit of respondents.

Par. 5. At the demonstrations hereinabove referred to, respondents,
through said agents, representatives, employees, and distributors for
the purpose of inducing the purchase of their said products in com-
merce, have made disparaging statements and representations with
respect to utensils sold and distributed in commerce by their competi-
tors. Such disparaging statements and representations and the im-
pressions created by them were and are to the effect that the prepara-
tion of, the cooking of, or the keeping of food in aluminum utensils
causes the formation of serious and dangerous poisons, and that foods
so prepared, cooked or kept are detrimental and hazardous to the
health of the user.

Par. 6. Aluminum has been used in the manufacture of cooking
utensils for many years. During that period of time it has been
found to be a highly satisfactory material for use in cooking utensils.
Poisons are not formed from the preparation of, the cooking of, or
the keeping of food in aluminum utensils, and foods prepared, cooked
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or kept in such utensils are not detrimental or hazardous to the health
of the user. :

Par. 7. Respondents, their agents, representatives, employees and
distributors have in the manner aforesaid represented, directly or in-
directly, that the use of respondents’ cooking utensils will promote
and insure better health and is necessary to health.

Par. 8. The use of respondents’ cooking utensils will neither pro-
mote nor insure better health, is not necessary to health, and is no
more conducive to good health than the use of other modern cooking
utensils. '

Par. 9. In the same manner, respondents have made, directly and
by implication, other representations shown in the following subpara-
graphs identified as (A) to (L), inclusive. The said representations
are false, deceptive and misleading by reason of the true facts which
are set forth in subparagraphs (1) through (12), inclusive.

(A) That there is no loss of vitamins and minerals in fresh vege-
tables and other food when cooked in respondents’ utensils by their
recommended method, which is the method known as “waterless cook-
ing” and which involves the use of only a small amount of water;
but that such vitamins and minerals ave partially or completely de-
stroyed when cooked in vessels made of other material, regardless
of the method of cooking.

(1) There is some loss of vitamins and minerals from every known
method of cooking. Respondents’ recommended method of cooking
can be employed, and is employed, with the same results in utensils
made of materials other than stainless steel. When such method is
so employed, there is no difference in loss of vitamins and minerals
as between respondents’ utensils and such other utensils.

(B) That potatoes cooked in respondents’ vessels and by respond-
ents’ method are not fattening.

(2) Potatoes are of high caloric value when cooked by any method.
The consumption of a greater number of calories than is required
for the maintenance of the body is fattening.

(C) That all the food values are retained in food when cooked in
respondents’ utensils and therefore no odors are given off; that such
odors as emanate from food when it is being cooked means that vita-
mins and minerals are being cooked out of the food.

(3) The production of odors when food is being cooked does not
mean losses in food value. The vitamins and minerals in food do
not produce odors.

(D) That calcium, sodium, phosphorus, iodine, manganese, iron,
chlorine, silicon, sulphur, magnesium, fluorine, potassium, oxygen,
nitrogen, hydrogen, and carbon are essential for perfect health, are
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grown into food and should be taken into the body, but that most of
them are soluble in water and are partially destroyed when food is
boiled.

(4) Silicon, one of the elements listed, is not essential for human
nutrition and health. The elements listed are not partially destroyed
when food is boiled. Although some of them are soluble in water,
there is no loss from this cause unless the water in which the food
is cooked 1s discarded.

(E) That most of our ailments can be traced to the lack of the
elements listed in (D) above; that they are in the vegetables when
you buy them but never get into the stomach because they are de-
stroyed by the method of cooking.

(5) Most ailments are not due to the lack of any element in the
diet. These elements in food are not destroyed by any method of
cooking,

(F) That when taken into the human system as a part of the food
we eat, calcium protects against tuberculosis; sodium is a protection
against gallstones, lowered energy and acidity ; phosphorous protects
against impaired eyesight, nervous disorders and a dull mind; man-
ganese protects against a confused mind and weak tissues; and iodine
is a protection against wrinkled skin.

(6) Calcium does not protect against tuberculosis. Sodium is not
a protection against gallstones, lowered energy or acidity. . Phosphor-
ous does not protect against impaired eyesight, nervous disorders or
a dull mind. Manganese does not protect against a confused mind
or weak tissues. Jodine is not a protection against wrinkled skin.

(G) That practically all of the iron in properly cooked green
vegetables is assimilated and produces far better results for one suif-
fering from anemia than any tonic.

(7) Green vegetables, no matter how cooked cannot supply suffi-
cient iron to effectively treat an existing case of anemia.

(H) That when taken into the human system as part of the food
we eat, chlorine protects the gums against pyorrhea and the body
against blood and liver trouble; that silicon is essential as a pre-
ventive for decaying teeth and baldness; that sulphur is a protection
against poor digestion, blood and skin disease; that magnesium is
a natural laxative—protects against stiff muscles and joints; that
many persons suffer from a deficiency of magnesium because of the
improper preparation of vegetables; that fluorine protects against
tuberculosis, weak eyes and bladder trouble; that nitrogen is a pre-
ventive against weak tissues; that potassium wards off constipation;
that oxygen protects the body against lowered vitality; that hydro-
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gen protects against poor circulation, congestion and inflammation
and that carbon protects against poor body heat and lack of energy.

(8) Chlorine does not protect the gums against pyorrhea or the
body against blood or liver trouble. As stated above, silicon is not
essential for human nutrition and health. It doesnot prevent decaying
teeth or baldness. Sulphur is not a protection against poor digestion,
blood or skin diseases. The form in which magnesium exists in plants
is not a laxative. Magnesium does not protect against stiff joints
or muscles. There is no such thing as a deficiency of magnesium
caused by improper preparation of vegetables. Fluorine does not
protect against tuberculosis, weak eyes or bladder trouble. Nitrogen
is not a preventive against weak tissues. Potassium does not ward
off constipation. Oxygen does not protect the body against lowered
vitality. Hydrogen does not protect against poor circulation, conges-
tion or inflammation. Carbon does not protect against poor body
heat or lack of energy. ;

(I) That “corrective feeding,” meaning eating food cooked in
respondents’ utensils, will help overcome the following conditions and
diseases, to wit; decayed teeth, defective vision, diseased tomsils, en-
larged arteries, enlarged anterior cervical glands, goiter, defective
hearing, heart defects, underweight, overweight, calluses, boils,
catarrh, lumbago, jaundice, sour stomach, influenza, heartburn, bad
hearing, carbuncles, eczema, poor eyesight, biliousness, neuralgia,
rheumatism, diabetes, kidney trouble, constipation, gallstones, nerv-
ousness, rifting, bad teeth, pimples, tired feeling, backaches, indiges-
tion, dizziness, weakness, bald head, colds, ulcers, cancer, laryngitis,
bronchitis, arthritis, neuritis, appendicitis, tonsillitis, and all other
“itises.”

(9) Food cooked in respondents’ utensils will not be of value in
overcoming the above conditions and diseases.

(J) That 90% of all operations can be prevented by means of diet.

(10) No significant percentage of operations may be prevented by
diet.

(K) That less food is required to satisfy the appetite when it is
cooked by respondents’ method than when cooked by other methods
which devitalize the food and cause the loss of its nutrient value.

(11) Less food is not required to satisfy the appetite when cooked
by respondents’ methods than when cooked by other methods. The
amount of food needed to satisfy the appetite does not depend on the
nutrient value of the food.

(L) That when coffee is made in respondents’ coffee maker no
tannic acid or caffeine is extracted.
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(12) Water will extract tannic acid and caffeine from coffee re-
. gardless of the type of utensil used.

Par. 10. The use by the respondents and by their agents, representa-
tives, employees and distributors of the above-mentioned false, mis-
leading, deceptive, and disparaging statements and representations,
disseminated as aforesaid, has had and has now the tendency and
capacity to mislead and deceive a substantial number of the pur-
chasing public into the erroneous and mistaken belief that all of said
statements and representations are true and to induce a substantial
number of the purchasing public, because of such erroneous and mis-
taken belief, to purchase substantial quantities of respondents’ said
products. Furthermore, respondents, by supplying said advertising
literature and the material for said sales talks, have furnished to
their said agents, representatives, employees and distributors the
means and instrumentality for deceiving and misleading the pur-
chasing public. As a result of the said acts and practices of respond-
ents, trade has been unfairly diverted to respondents from their
competitors, in consequences of which substantial injury has been and
is being done by respondents to their competitors in commerce between
and among the various States of the United States.

Par. 11. The methods, acts and practices of respondents, as herein-
above alleged, are all to the injury of the public and of respondents’
competitors, and constitute unfair and deceptive acts and practices
and unfair methods of competition in commerce, within the intent
and meaning of the Federal Trade Commission Act.

INITIAL DECISION BY JOHN LEWIS, HEARING EXAMINER

The Federal Trade Commission issued its complaint against the
above-named respondents on February 18, 1955, charging them with
the use of unfair methods of competition and unfair and deceptive
acts and practices in commerce, in violation of the provisions of the
Federal Trade Commission Act. After being duly served with said:
complaint, the respondents appeared by counsel and subsequently en-
tered into an agreement with counsel supporting the complaint, dated
May 25, 1955, providing for the entry of a consent order disposing
of all the issues in this proceeding. Said agreement for consent order,
which has been signed by counsel supporting the complaint, by coun-
sel for respondents and by all the respondents except the respondent
Frank W. Ladky, and approved by the Director and Assistant Di-
rector of the Commission’s Bureau of Litigation, has been submitted
to the above-named hearing examiner, heretofore duly designated by
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the Commission, for his consideration in accordance with Section 3.25
of the Commission’s Rules of Practice.

Respondents, pursuant to the aforesaid agreement, have admitted
all the jurisdictional allegations of the complaint and agreed that
the record herein may be taken as if the Commission had made find-
ings of jurisdictional facts in accordance with such allegations. Said
agreement further provides that all parties expressly waive a hearing
before the hearing examiner or the Commission, and all further and
other procedure to which the respondents may be entitled under the
Federal Trade Commission Act or the Rules of Practice of the Com-
mission. Respondents have also agreed that the order to cease and
desist issued in accordance with said agreement for consent order
shall have the same force and effect as if made after a full hearing,
and specifically waive any and all right, power, or privilege to chal-
lenge or contest the validity of said order. It has been further
agreed that the complaint herein may be used in construing the terms
of the order provided for in said agreement, and that the signing
of said agreement is for settlement purposes only and does not con-
stitute an admission by respondents that they have violated the law
as alleged in the complaint.

The order which has been agreed upon by the parties differs in two
respects from the order which was contained in the notice portion of
the complaint, in that (1) the name of the respondent Frank W. Ladky
has been eliminated therefrom, and (2) there has been a slight modi-
fication in paragraph 6 of said order. In connection with the elimina-
tion of the respondent Frank W. Ladky from the order, there has been
submitted to the hearing examiner an affidavit sworn to and subscribed
on June 1, 1955, by the respondent Wesley A. Ryan, President of the
corporate respondent, certifying to the fact that the respondent Frank
W. Ladky has not been an officer of the corporate respondent since
November 16, 1953, and that during the period when he was an officer
of the corporation said respondent had no connection with its sales
policy. In a memorandum dated June 8, 1955, transmitting to the
hearing examiner the agreement for consent order herein and the
above-mentioned affidavit of Wesley A. Ryan, counsel supporting
complaint has advised the undersigned that he has no objection to a
dismissal of the complaint as to the respondent Frank W. Ladky,
based on the statements appearing in said affidavit. Counsel sup-
porting the complaint has further advised the hearing examiner in said
transmittal memorandum that the change in paragraph 6 of the order
by the insertion of the words “usable by the body* following the word
“minerals” was made in order to conform said order to the facts.
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This proceeding having now come on for final consideration by the
hearing examiner on the complaint and the aforesaid agreement for
consent order and accompanying affidavit of Wesley A. Ryan, and the
hearing examiner being satisfied, on the basis of the statements made in
said affidavit and in the transmittal memorandum of counsel sup-
porting the complaint, that the aforesaid agreement for consent order
provides for an appropriate disposition of this proceeding, the said
agreement and accompanying affidavit are hereby accepted and ordered
filed by the hearing examiner, who makes the following jurisdictional
findings and order:

1. Respondent, American Stainless Kitchen Company Inc., is.now
and has been at all times mentioned in the complaint, a corporation
organized, existing, and doing business under and by virtue of the laws
of the State of Wisconsin, with its principal office and place of business
located at 161 West Wisconsin Avenue, Milwaukee, Wisconsin. Re-
spondents Wesley A. Ryan and Randall G. Taylor are now and have
been at all times mentioned in the complaint officers of the corporate
respondent. The address of respondent Wesley A. Ryan is Room 803,
18 West Chelten (Germantown), Philadelphia, Pennsylvania, and the
address of respondent Randall G. Taylor 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 respondents named in paragraph
1above. The complaint states a cause of action against said respond-
ents under the Federal Trade Commission Act, and this proceeding is
in the interest of the public.

ORDER

1t is ordered, That the respondent American Stainless Kitchen
Company, Inc., a corporation, and its officers, and respondents Wesley
A. Ryan and Randall G. Taylor, individually and as officers of said
corporation, and respondents’ agents, representatives, employees and
distributors, directly or through any corporate or other device, in
connection with the offering for sale, sale or distribution in com-
merce, as ‘“commerce” is defined in the Federal Trade Commission
Act, of cooking utensils made of stainless steel or any other product
of substantially similar composition, design, construction or pur-
pose, do forthwith cease and desist from representing directly or
by implication:

1. That the preparation of, the cooking of, or the keeping of
food in aluminum utensils causes the formation of poisons;
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2. That foods prepared in, cooked in, or kept in aluminum utensils
are detrimental or hazardous to the health of the user;

3. That the use of respondents’ cooking utensils will promote or
msure better health or is necessary to health;

‘4. That there is no loss of vitamins or minerals in food when
“cooked in respondents’ utensils and by the method recommended by
respondents; or that when such method of cooking is employed there
is any difference in the loss of vitamins or minerals in food cooked in
respondents’ utensils as compared with food cooked in vessels made
of other material ;

5. That potatoes cooked by the method advocated by respondents
are not fattening; :

6. That the production of odors from food while it is being cooked
indicates a loss of vitamins, minerals usable by the body or food
values;

7. That silicon is essential for human nutrition or health;

8. That calcium, sodium, phosphorus, iodine, manganese, iron,
chlorine, silicon, sulphur, magnesium, fluorine, potassium, oxygen,
nitrogen, hydrogen or carbon in food are partially destroyed by
boiling or any other method of cooking;

9. That most ailments are due to the lack of some element
in the diet;

10. That when taken into the human system as a part of the
food we eat:

(a) calcium protects against tuberculosis;

(b) sodium is a protection against gallstones, lowered energy or
acidity; ‘

(¢) phosphorus protects against impaired eyesight, nervous dis-
orders or a dull mind;

(d) manganese protects against a confused mind or weak tissues;

(e) iodine is a protection against wrinkled skin;

(£) chlorine protects the gums against pyorrhea or the body against
blood or liver trouble;

(g) silicon is essential as a preventive for decaying teeth or
baldness; ' _

(h) sulphur is a protection against poor digestion, blood or
skin diseases; :

(1) magnesium in vegetables is a natural laxative, or protects
against stiff joints or stiff muscles;

(j) fluorine protects against tuberculosis, weak eyes or bladder
trouble;

(k) nitrogen is a preventive against weak tissue;

(1) potassium wards off constipation ;
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(m) oxygen protects the body against lowered vitality;

(n) hydrogen protects against poor circulation or congestion or
inflammation;

(o) carbon protects against poor body heat or lack of energy; or
that

(p) any of these elements or any other elements are of greater
value to the body than they actually are;

11. That green vegetables, no matter how cooked, can supply suffi-
cient iron to effectively treat an existing case of anemia;

12. That a deficiency of magnesium in the body can be caused by
the improper preparation of vegetables;

13. That eating food cooked in respondents’ utensils will help over-
come decayed teeth, defective vision, diseased tonsils, enlarged arteries,
enlarged anterior cervical glands, goiter, defective hearing, heart
defects, overweight, underweight, calluses, boils, catarrh, lumbago,
jaundice, sour stomach, influenza, heartburn, bad hearing, carbuncles,
eczema, poor eyesight, biliousness, neuralgia, rheumatism, diabetes,
kidney trouble, constipation, gallstones, nervousness, rifting, bad
teeth, pimples, tired feeling, backache, indigestion, dizziness, weakness,
baldness, colds, ulcers, cancer, laryngitis, bronchitis, arthritis, neuritis,
appendicitis or tonsillitis;

14. That any significant percentage of surgical operations may be
prevented by diet;

15. That less food is required to satisfy the appetite when it is
cooked by respondents’ methods than when cooked by other methods,
or that the amount of food needed to satisfy the appetite depends on
the nutrient value of the food

16. That when coffee is made in respondents’ coffee maker no tannic
acid or caffeine is extracted.

1t i3 further ordered, That the complaint be, and the same hereby is,
dismissed as to the respondent Frank W. Ladky.

DECISION OF THE COMMISSION AND ORDER TO FILE REPORT OF COMPLIANCE

Pursuant to Section 8.21 of the Commission’s Rules of Practice,
the initial decision of the hearing examiner shall, on the 3rd day of
August, 1955, become the decision of the Commission; and,
accordingly :

It is ordered, That the respondents American Stainless Kitchen
Company, Inc., a corporation, and Wesley A. Ryan and Randall G.
Taylor, individually and as officers of said corporation, 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 the order to cease and
desist. :



134 FEDERAL TRADE COMMISSICN DECISIONS

Complaint 52 F.T.C.

Ix THE MATTER OF
AARON WOOL CORPORATION ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION ACT AND OF THE WOOL PRODUCTS LABELING
ACT

Docket 6333. Complaint, Apr. 20, 1955—Decision, Aug. 11, 1955

Consent order requiring manufacturers in Yonkers, N. Y., to cease violating
the Wool Products Labeling Act by describing as “All Wool,” “100% Wool”,
etc., on tags or labels and in sales invoices and shipping memoranda, batts
or battings which contained substantial quantities of non-woolen materials,
and to cease failing to identify the manufacturer on labels as required by
the Act.

Before Mr. EarlJ. Kolb, hearing examiner.
Mr. Roslyn D. Young, Jr. and Mr. George E. Steinmetz for the

Commission.

Mr. Myron Goldman, of New York City, for respondents.

CoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act
and the Wool Products Labeling Act of 1939, and by virtue of the
authority vested in it by said Acts, the Federal Trade Commission,
having reason to believe that Aaron Wool Corporation, a corporation;
and Jack Markowitz, Oscar Fishman, and Murry Lipman, individ-
ually and as officers of said corporation, hereinafter referred to as
respondents, have violated the provisions of said Acts, and it appear-
ing 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:

ParacrarH 1. Respondent, Aaron Wool Corporation, is a corpora-
tion organized and existing under and by virtue of the laws of the
State of New York, with its principal place of business located at 144
Nepperhan Avenue, Yonkers, New York.

The individual respondent, Jack Markowitz, Oscar Fishman and
Murry Lipman are President, Treasuver and Secretary respectively,
of the corporate respondent, Aaron Wool Corporation. Said indi-
viduals formulate, direct and control the acts, policies and practices
of said corporate respondent. Said individual respondents have, and
maintain, their business offices at the same address as corporate
respondent.
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Par. 2. Subsequent to the effective date of the Wool Products Label-
ing Act of 1939 and more especially since January, 1953, respondents
have manufactured for introduction into commerce, introduced into
commerce, sold, transported, distributed, delivered for shipment and
offered for sale in commerce, as “commerce” is defined in said Act,
wool products, as “wool products” are defined therein.

Par. 8. Certain of said wool products were misbranded by respond-
ents within the intent and meaning of Section 4 (a) (1) of said Wool
Products Labeling Act and the Rules and Regulations promulgated
thereunder in that they were falsely and deceptively labeled or tagged
with respect to the character and amount of the constituent fibers
contained therein.

Among such wool products were batts or battings labeled or tagged
by respondents as consisting of “100% Wool”; “100% Reprocessed
Wool”; and “80% Reprocessed Wool, 20% other Fibers”; whereas
in truth and in fact said batts or battings were not composed of 100%
wool; 100% reprocessed wool; or 809 reprocessed wool, 20% other
fibers, as represented by said respondents.

Par. 4. Said wool products described as batts or battings were
further misbranded by respondents within the intent and meaning of
Section 4 (a) (1) of the Wool Products Labeling Act of 1939 and
of the Rules and Regulations promulgated thereunder, in that they
were falsely and deceptively described and identified in sales invoices
and shipping memoranda applicable thereto as “All Wool”; “100% .
Reprocessed Wool”; and as “809, Reprocessed Wool, 20% Other
Tibers”; whereas in truth and in fact said batts or battings were
not composed.of all wool; 1009 reprocessed wool, or 80% reprocessed
wool, 20% other fibers, as represented by said respondents.

Par. 5. Said wool products were further misbranded by respond-
ents in that they were not stamped, tagged or labeled as required
under the provisions of Section 4 (a) (2) of the Wool Products Label-
ing Act of 1939 and the Rules and Regulations promulgated there-
under.

Among such wool products were batts or battings misbranded by
sald respondents in that they were not stamped, tagged or labeled so
as to disclose the name or the registered identification number of the
manufacturer thereof, or of one or more persons subject to Section
8 of said Act with respect to said wool products.

Par. 6. The acts and practices of respondents, as set forth in Para-
graphs Two, Three, Four and Five hereof, constitute misbranding of
wool products and were and are in violation of the Wool Products
Labeling Act of 1939 and the Rules and Regulations promulgated
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thereunder and constituted unfair and deceptive acts and practices in
commerce within the intent and meaning of the Federal Trade Com-
mission Act. _

Par. 7. In the course and conduct of their business as aforesaid, and
and for the purpose of inducing the purchase of said wool products
described herein as batts or batting, by the manufacturers of garments
and other wool products for resale to retailers and distributors in
commerce, respondents have made various statements concerning their
products in sales invoices and shipping memoranda applicable thereto.
Among and typical, but not all inclusive, of such statements are the
following : ‘

ALL WOOL

100% REPROCESSED WOOL
80% REPROCESSED WOOL, 209 OTHER FIBERS

Par. 8. Through the use of such statements and representations to
describe said wool batts and battings, respondents represented, di-
rectly and by implication, that said products were composed of all
wool: 100% reprocessed wool; and 80% reprocessed wool, 20% other
fibers.

Par. 9. The aforesaid statements and representations are false, mis-
leading, and deceptive, since, in truth and in fact, respondents’ prod-
ucts described as batts or battings and represented as “All Wool” were
not composed of all wool but contained substantial quantities of non-
woolen fibers. The said products represented as “100% Reprocessed
‘Wool” were not composed of 100% reprocessed wool, but contained
substantial quantities of non-woolen fibers. The said products rep-
resented as “80% Reprocessed Wool, 20% Other Fibers” were com-
posed of substantially less than 80% reprocessed wool and substantially
more than 209% other fibers.

Par. 10. Respondents, in the course and conduct of their business
are and were in competition with other corporations and with firms
and individuals likewise engaged in the sale of batts or battings, in
commerce.

Par. 11. The use by respondents of statements herein set forth, in
the course of selling and offering for sale their products in commerce
as above descr