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(3) Respondents shan file, within sixty (GO) days of receipt of
this order, a written report setting rort,h in detail the manner and
form of their compliance with the order.

Commissioner Anderson concurring in the result; Comn1issioner
IacIntyre not concurring; and Commissioner Reilly not participat-

ing ror the reason that he did not hear oral arg11ment.

Ix THE MATTER OF

SYLVANIA ELECTIGC PRODliCTS , IKC.

cox SENT 0ImER , ETC. , IX REGARD TO THE ALLEGED VIOLATIOX OF SEC. :2 (d)

OF THE CLAYTON ACT

Docket 8,-;01. COilplaint , June lJ 1.YIJ2-Deci.'ioil , Fe/!. 2S 196-1 ':'

Consent order requiring a "Waltham , 1\la,'8., manufacturer of photographic
lighting products, including flash lamps , flood lamps and projection lamps.
to cease Yiolating Sec. 2(d) of the Clayton Act by such practices as paying
It membership service COl'1Ul'atioll composed of \Yhole:;a1e druggLsts at
least 818 000 as compensation for advertising and at least 82 700 for pro-

motioual or oth('l' sel'Yiccs furnished in connectioll with the sale 
respondent' s products, \yhile Dot milking comparable allowances available
to all competitors of the fw,ored wholesale druggists.

COl\PLA1XT

The Federal Trade Commission , having reHson to belie' e tlwt the
party respondent named in the ea ption hereor, and hereinarter more
pa.rticularly described , Ins Ylobtec1 flnd is no'\ yiobdng the prm
sions of subsection (d) of Section :2 of the Clayton Act , as anlf'n(led
by the Robinson-Patman Act (li. C. Title 15 , Sec. 13), hereby is-
sues its complaint, stating its charges with respect thereto as follo'ys:

PARAGK-\rU 1. Hespondcnt Sylvania Electric. Products, Inc. , is f1,

corporation organized , existing and doing business under and by
virtue of the laws of t.he State of Dela\"\fll'e ,,'ith Hs offce and prin-
cipal place or business locatecl at 63 Second Avenue, \Valtham
:JIassachusetts.

PAlL 2. Responclent is nmy and has heen engaged in the bu incss
of manufacturing, selling HJlcl distributing flash lamps, flood bmps
projection lamps and other Iniscellaneous type of photogl'aphie
lighting products. It sells its products to drng and sunclries ,,Lole-
salers located throughout the United States. The totaJ sales of 1'e-

"'This proceeding was reopened. cease and dc-"ist order ,Gcated and the complaint Wi!"

rlismissed on Feb. 24 , 1965.
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sponclent's photo lamp division during the year 1D59 WllS approxI-
mately $28 886 000.

\R. 3. In t118 course and conduct of its business, respondent htls
engaged , flllc1 is now engaging, in commerce, as ': commerce" is defined
in t.he Clayton Act, as amended , in tlutt respondent sells and causes

itS products to be transported from the responc1enfs principal place
of business, located in JHa,ssaehusetts , to customers located in other
states of the United States.

\R. 4. In the course and conduct of its business in commerce
respondent paid or contracted lor the payment of something of
vaJue to or for the benefit of some of its customers as compensation
or jn consideration for services or facilities furnished by or through
such customers in connection with their offering for sale or sale of
products sold to them by respondent, and such paymcnts were not
made ayailablc on proportionally equal terms to all other customers
rmnpeting in t.he sale and distribution of responden(s products.

PAR. 5. For example, during the year 1969 respondent contracted
to pay and did pay to Druggists ' Serviee Compfmy, IllC. a member-
ship sCTvice corporation composed of wholesale druggists, at least

818 000 as compensation or itS an fll101Yflnce for ;1fhel'ti.sing and at
least $2 700 as compensation or in consideration for promotional

consultation, advisory or other services or facilities furnished by
or through Druggists Service Company, Inc., or its members, in
r:onnectioll with tl1e offering for sale or sale of products sold to such
wholesale mcmbers by respondent. Such compens1ltion or allowances
\n:re not oiIered or othcn-dsc made available on proportionally eqna.l
terms to all othm' customers competing with the wholesa.le members
of Druggests ' Sen-ice Company: Inc. in the. sale and distribution of
proc1ucts purcl1flsed from respondent.

PAR. 6. The acts and practices of respolldel1t as alleged abo,- , are
in ,-iol"tion of subsection (d) of Section 2 of the Clayton ;\et, as
amencled by thc Robinson-Pntman Act.

DECISIOX xxn OnDER

This lnatter haying come on to be, heard by the. Commission upon
a record consisting of the Commission s comph1jnt charging the
respondent muned in the. caption lwreof wit.h yiobt.ion of subsection
(d) of Section 2 of the Chvton A.ct as amrnrlecl. rmd an aOTeeme.nt

' and between rc.spopdplJ t. nncl ('ollnsc1 snppOl'ti1ig- the (' n!:1nint
\':hieh agl'ecnwnt contains an order to ('(',Fe flllc1 (lcsist. an admi::slon
by the respondent of all iUl'isclietional fflct '111eg' cd in th(' ('nmplaint
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;1, statement that the signing of said agreement is for settlement pur-
poses only and docs not constitute an admission by respondent that
it has violated the law as alleged in the complaint, and ,yaivers uld
provisions as required by the Commissjon s rules: and

It appearing that the aforesaid agreement also provides, in effect

that it is subject to the condition that thc effective date of the Com-
mission s order ente.red in this proceeding pursuant to said agree-
ment shal1 be stayed by the Commission until the Commission issues
ft final order in the matter of General Electric Oompany, Docket No.

8487 LP. 1238 hereinJ, and that such condition is met inasmuch
as service of this Decision and Order will not be made until issuance
of the Commission s final order in that matter; and

The Commission lun-ing determined that such agreement provides
an adequate basis for appropriate disposit.ion of this proceeding and
having accepted snch agreement, the follo,ying jurisdictional find-

ings are hereby Inac1e and the following order is entered:

1. R,espondent , Sylvania Electric Products Inc., is a corpol'uion
organized and doing business under and by virtue of the laws OT the
State of Debwarc "ith its offce and principal place of business

Jocat,eel at 730 Third -=b-enne , New York New York.
2. The Federal Trade Commission has jurisdiction of the sublect

matter of this proceeding and of the respondent.

ORDER

It o?ylered, That respondent Sylvania Electric Products Inc.
corporation , its offcers, employees , agents and representatives" c1i-

CCt1y or through any corporate or other device, in the course, of

business in comme1'ce \ as "commerce" is defined in the Clayton Act
as mnenclec1 , do forthwith cease and desist. from:

Paying, or contracting for the payment of, anything of value
or for the benefit of, any custonler of respondent as compen-

sation , or in consideration for advertising, promotional , consul-
tation , advisory 01' any other serviccs 01' faci1ities furnished by
or through such customer, in connection with the processing,

handling'. s,"1e. or olTering for sa1e of flash lamps , flood 1amps
pl'ojeeiion flash la, mps and other miscellaneous types of photo-
gra,phic lighting products manufactured , sold or offered :for sale
hy respondent unless such payment or consideration is m:lcle
ava,Dable on proportionally equal terms to all other customers
competing with sucb favored customer in the distribution of
such products.



1276 FEDERAL TRADE COMMISSION DECISIONS

Complaint YT.

It i8 fUTthe1' ordeTed That the respondent herein shall, within
sixty (60) days after service upon it of this order, fie with the
Commission a report in writing setting forth in detail the manner
and form in which it has complied with this order.

IN THE MA'l'TER OF

THE READER'S DIGEST ASSOCIATION, I

CO:r"' T ORDER , ETC., IN REGARD TO TIlE ALLEGl'::n VIOLATION OF THE
FEDER.'\L TRADE COMMISSION ACT

Vocket C-71S. ComplaInt, Feb. 196 Dcci8Ion , Feb. , 190-

Consent order requiring' a publisher with headquarters in Pleasantvile. -r"'
to cense representing falsely, in advertisements in its Reader s Digest

):fagazine and in pamphlets , brochures and other advertising matter sent
to subscribers and others on its mailng list, that phonograph record
albums it offcred for sale were aVfiilab1e only to subscribers to Reader
Digest and that the offer was limited in point of time.

COMPLAIXT

Pursuant to the provisions or the Federal Trade Commission Act,
a11! by virtue of the authority vested in it by said Act , the Federa!
Trnde, Commission, haying reason to believe that The R.eacler

Digest. Association, Inc. , a corporation, hereinarter referred to as

Tespondent, has violated the provisions of said Act, and it appearing
to the Commission that a proceeding hy it. in respect there.of would
be. in t.he public interest, hereby issues its complaint stating its
charges in that respect as folJows:

P AHAGRAPH 1. Hespondent The Header s Digest Association , Inc.
is f1 corporation organized , existing and doing business under and
by virtue of the Jaws of the State of Delaware, with its principal

offce and place of business located at Pleasantyil1e in the State of

New York.
PAR. 2. Respon(lent is no'v , and for some time last past has been

engaged in the adverhsing, offering ror sale , sale and distribution or
phonograph record albums to the public.

P -\R. 3. In the course and conduct or its business, respondent now

cause's , and for some time last past has caused , its sflid product, vdwn

sold. ro be shipped from its place of husiuess in the State of X ew
York to purchasers thereor located in various other States or the
United States, R,nd ma.intains , and at an times mentioned hereill has
maintained , a substantial course of trade in said product in com-
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meTee, as "commerce:' is defined in the Federal Trade Commission
Act.

P"R. 4. In the course and conduct of its business and for the pur-
p08b of inducing the sale of its phonograph record albums, respond-
ent has made certain statements and representations by advertise-
meds in its Reader s Digest Magazine and in pamphlets , brochures
and other advertising materials sent by direct mail to subscribers

and others on its mailing lists, of which the foTIowing are typical
but J10t all inclusive:

An exclusive offer for Reader s Digest subscribers only

Once in a lifetime offer for Reader s Digest subscribers only

3ut our supply of theRe sets is limited
R.emember-only one edition of these records wil be published.

PAR. 5. Through the use of the aforesaid statements and repre-

sentations , and others of similar import but not specifically set forth
herejn , respondent represented directly and by implication:

(1) That the sa1e of the phonograph record albums being offered
are available only to subscribers of the Reader s Digest 1Iagazine;

(2, That. the offer is a limited offer in point of time, in that
uu1ese the subscriber acts immediately he will not. be able to obtain
the. phonograph record a.lbums offered in the particular advertise-
me,::t:

PAR. 6 In truth and in fact:
The respondent does not limit the sale of the said phonograph

recoyd albums to subscribers of Reader s Digest. Magazine exclu-
siv JJ :

. The respondent does not limit the sale of said phonograph
records in point of time. Sales of the phonograph record albums are
made continually as long as orders are snbmitted.

Therefore , the statements and representations as set forth in Para-
gra.ph Four hereof 'iye.re and are false , misleading and deeeptive.

PAR. 7. In the conduct of its business, at all times mentioned

herein , respondent has been in substantial competition , in commerce
with corporations, firms and individuals in the sale of phonograph
rec.ord albums of the same general kind and nature as those sold by
respondent.

L\.. 8. The nse by respondent of the aforesaid false , misleading
ancI d.eceptive statements, repre entations and practices has had , and
now has \ the capacity and tendency to mislead members of the, pur.
chasing public into the erroneous and mistaken belief that said
statements and representations were and are true and into the pur-

chase of substantial quantities of respondent:s produC't, hy reason of
said erroneouS ancl mistaken belief.
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P AH. 9. The aforesaid acts and practices of respondent , as herein
alleged, were and are all to the prejudice and injury of the public
and of respondent's competitors and constituted, and now constitute
unfair methods of competition in conuneree and unfair and dceeptiyc

acts and practices in commerce, in violation of Section 5 of the

Federal Trade Commission Act.

DECISIOX nm ORDER

The Commission having heretofore determined to issue its com-
plaint charging the respondent named in the caption hereof lyith
violation of the FedenLl Trade Commission Act, and the respondent
having been served with notice of sRid detennination and with a
copy of the complaint the Commission intended to issue, together
wit.h a proposed form of order; and

The respondent and counsel for the Commission having the.re-
after executed nn agreement containing a consent order, an admis-
sion by respondent of all the jurisdictional facts set forth in the com-
plaint to issue herein, a statement that the signing of said agree-

ment is for settlement purposes only and docs not constitute an ad
mission by respondent that the la"y has been yiolatcd as set forth in
such complaint, and waivers and provisions as required by the Com-
mission s rules; and
The Commission , having considered the agreement, hereby accepts

same, issues its complaint in the form contemplated by said agree-
me,nt., ma,kes the following jurisdictional findings, and enters the
following order:

1. Respondent, The R.eader s Digest Association , Inc. , is a corpora-
tion organized , existing and doing business under and by virtne of
the laws of the State of Delaware, with its offce and principall'laee
of business located at Pleasantvile , in the State of New York.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent, and the proceeding
is in the puhlic interest.

ORDER

It is ordered That respondent The Reader s Digest Association

Inc. , a corporation, and its offcers, and respondent's agents, repre-

sentatives and employees directly or through any corporate or other
device, in connection with the offering for sale , sa.Je or distribution
of phonogn1ph record albums or other products, in commerce. as
commerce" is defined in the Federal Trade Commission Ac . c10

forthwith cease and c1esist from:
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1. Representing, directly or by implication, that the sale of

fspondent's products is being restricted to subscribers to the
R.eader s DiO'est l\IaO'azine or to anv other class or roup or per-
ons .without clearly a.nd conspicuously disclosing in conjunction

"ith such ,' epresentation whether such products wil he sold
511bsccjuently to other groups or to the public.

S. Hepresenting, directly or by implication, that the supply

of products being advertised is limited when an adequate supply
i3, in fact. , ayajIable t.o respondent or that any offer is limited
111 point of time or in any other ma.nner unless such restriction
or Jimhation is nctl1aJ1y imposed , a.nd adhered to, by respondent.

It is fnrtheT o?'del-eel That the respondent herein shaJJ, within

sixty (60) days after service upon it of this order, fie with the
Commission a report in writing setting forth in detail the manner
and form in which it has complied with this order.

IN THE l\fA TTER OF

SK\CREST INDUSTRIES CORPORATION ET AL.

COX8I:XT ORDER, ETC.: IN REGARD TO THE ALLEGED VIOLATION OF 

FEDERAL TIL.\DE C01\n.nSSION ACT

Docket 0-"/19. Complaint, Feb. 28, 1964-Decision, Feb. 28, 196.4

Consf:nt order requiring Yonkers. N. , sellers of freezers , food and freezer.
food plans through four wholly owned sUbsidiary corporations, to cease
making various false representations in brochures, circulars and other-
wise, concerning purported savings, professional assistance afforded pur.
chasers of their products , guarantees, terms of sale and other false claims.

CO)rPLAI:NT

Pnrsuant to the provisions of the Federal Trade Commission Act
and by virtue of the authority vested in it by said Act, the Federal
TrRde Commission , having reason to believe that Seacrest Industries
Corpcrat"io111 a corporation , and Engene Lissauer, ",Villiam Lissauer
and Sol FcIdman, indiyiduaJJy and as offcers of said corporation
and Sidney Lissauer and 'iValter S. Blazer , inc1ividua.Is hereinafter
reff'rrecl t.o as responc1ents hav€', violated the provisions of said Act
and .it appenring to the Commission that a, proceeding by it in respect
t11ereof "\Tou1d be in the public interest, hereby issues its complaint
stating 110: charges in that respect as folJo1Vs:

PARAGR-\PH 1. Respondent Seacrest Industries Corporation is a
corp0ration organized, existing and doing business under and by
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virtue of the laws of thc State of Delaware with its principal offec
and place of business located at 6 Xavier Drive, in the city of

Yonkcrs , State of New York.
R.espondents Eugene Lissauer, 1iVilliam Lissaucl' and Sol Feldmml

are offcers of said corporation. They formulate, direct and control
the acts and practices of the corporate respondent, including the

acts and practices hereinafter set forth. Their address is the same
as that of the corporate respondent Seacrest Industries Corporation.

Sidney Lissauer and 'Walter S. Blazcr are indi,'idllals who 1"\1'-
ticipate in the management, direction and control of the. corporate
respondent, including the acts and practices hereinafter set forth.
Their address is the same as that of the corporate respondent SCtl-
crest Industries Corporation.

PAR. 2. The respondents are now, and for some 6mB last p:1st
have been , engaged in the advertising, offering for saJe sale J. ncl
distribution of freezers , food and freezer. food plans throngh the hI.
lowing whollyowned suhsidiary corporations:

Serv.Well Foods Inc. , :\t. Vernon , New York.
Bonded Food Service Corp. , Yonkers , New Yark.
Franklin Foods Corporation , Yonkers \Te,w Yark.
Franklin Sales Corporation , Yonkers, Ne,y York.

PAR. 3. In the course and conduct of their business , respondents
directly and through the a,forementioned subsidiary corporatlDns
cause freezers, when sold , to be shipped by the ma.nufacturer from
its plant or warehouse located in the State of ),Tew York to PUl'-
chasers thereof, located in ,'arious other States of the cnited Sto tes:
and CRuse food when sold to be shipped from warehouses located. in

the State of New York, to purchasers thereof located in yar!()I1
other States of the United States. Respondents mainta,in and at an
times mentioned herein have maintained a substantial course. of
trade in said freezers and food in commerce as "commerce" is de-
fied in the Fedcral Trade Commission Act.
PAR. 4. In the course and conduct of their business , at an ti 11es

mentioned herein, respondents haye been in substantial competition

in commerce , with corporations , firms and individuals in the, 8:11e
of freezers, food and freezer. food plans.

PAR. 5. In the course a.nd conduct of their business, respondenrs
have disseminated , and caused the dissemination of , certain advert.
ments concerning the said food and freezer-food plan by the Unlted
States mails and by various means in commerce as " commerce:: is de-
fined in the Federal Trade Commission Act : inc1uding but not limiter1
to brochures and circulars, for the purpose of inducing, and which
were likely to induce the purohase of food, as the tenn "food" is
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defined in the Federal Trade Commission Act; and have dissemilutcd
and cansed the dissemination of advertisements by various means in-
cluding those aforesaid , for the purpose of indueing and which "ere
likely to induce, directly or indirectly, the purchase of food and

freezers in commerce, as " comlnerce" is defined in the Federal Trade
Commission Act.
PAR. 6. By me,fillS of advertisements disseminated, as afore,.aid

and by the oral statements of respondents ' salesmen , representatives
and agents , respondents have represented directly or by inlplieation:

1. That purchasers of their freezer-food plan can purchase their
food requirements and a freezer for the same or less money than
they have been paying for food alone;
2. That purchasers of respondents ' freezer- food phm wi1l save

e.nough money on the purchase of their food to PRY for the freezer;
3. That the initial food order supplied by the respondents will

Jast the purchaser four months;
4. That "home economists" will assist purchasers of t.he aforesaid

freezer-food pJan in planning their food orders;
5. That the free,zer and the food are funy and uncondit.innally

guaranteed or insured under the contract;
6. That purchasers of the aforesaid freezer-food plan make one

monthly payment which covers both food and freezer;
7. That any money paid by purchasers for freezers or freezel'-

food plan will be refunded if they are not satisfied.
PAR. 7. In truth and in fact:
1. Purchasers of the aforesaid freezer-food plan do not recpin

freezer and their food requirements for the same or less money than
they had been paying for food alone.
2. Purchasers of respondents' freezer-food plan do not 5i1Ve

enough money on the purchase of their food to pay for the freezer.
3. The initial food order supplied by respondents is not suffcient

to last purchasers four months.
4. The individuals sent to help purchasers of the a.foresaid freezer-

food plan in planning food orders arc not "home ccollomists . They

have not had suffcient or proper tra.ining to warrant calling t.hem

home econom1sts
5. The freezer and the food are not fully or unconditionally gnar-

anteed or insured under the eontract.
6. Purchasers of the afores Lic1 freeze, fooc1 plan are required to

make L,vo monthJy payments , one for foocl and one for the freezer.
7. Purchasers of the freezer or the freezer- food plan do IlI)t re-

ceive a refund of their money if they are not satisfied.
Therefore, the advertisements referred to in Paragraph Five \Tel'e

and are, misleading in material respects and constituted , and now



1282 EDERAL THADF CO nHSSIOX DECISIO

Deti'-inn R1Hl O1'd,('1' 61 F.

cOIFtitnte

, "

false advertisements " a,s that term is defined in the Fed-
eral Trade COlllll1ission Act, and the statements and representations
referred to in Paragraph Six \fere , and nmy are, false , mi ll'ading
and deceptive.

.lR. 8. The use by respondents of the aforesaid false misleading
and deceptive statelUent5 , representations and practices has had, and
now has, the capacity and tendency to 111islead members of the pur-
chasing public into the erroneous and mista.ken belief that said state-
ments and representations were and are true and into the purchase
of 5\1 bstantial quantities of freezers, food and rreezer-food plans
from the respondents by reason of said erroneous and mistaken

belief.
PAR. 9. The aforesaid acts and practices of respondents , as herein

alleged, including the dissemination hy respondents of false adyer-
tise.ments as aforesaid, were and are all to the prejudice and injury
of the public and of respondents ' competitors and constituted , and
now constitute, unfair methods of competition in eommerce and un-
fair and deceptive acts and practices in commerce, in violation of

ecrions 5 and 12 or SlLid Act.

DECISION AND ORDER

Fte Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the caption
hereof, and the respondents ha.ving been furnished thereafter ,vith a
copy of a draft of complaint which the Bureau of Deceptive Prac-

tices proposed to present to the Commission for its consideration and
which, if issued by the Commission , would charge respondents with
violation or the Federal Trade Commission Act; and

The respondents and counsel for the Commission having thereaftr
exeented an agreement conta.ining a consent order, n-ll admi.ssion by

the respondents of all thc jurisdictional facts set forth in the aforesaid
draft of complaint, a statement that the signing of said agreement is
ror settlement purposes only and does not constitute an admission by
the respondents that the law has been violated as alleged in such

con:p1aint, and waivers and provisions as required by the C0n11nis-

sion s rules; and
The. Commission, having reason to believe that the respondents

h",, violated the Federal Trade Commission Act, and haviug de-
termjned that complaint should issue stating its charges in that
respect, hereby issues its complaint , accepts said agreement, makes

the fol1owing jurisdictional fidings "nd enters the following order:
1. Seacrest Industries Corpol'a6on is a corporation organized , ex-

isting and doing business under Rud by virtue of the laws of the
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State of Dcla,,'are , with its offcc and principal place of bll iness
located at 6 Xavier Drive, Yonkers, lIew York,

Eugene Lissa-uer

, \

Tilliam Lissauer and Sol Feldman are individ-
uals and offcers of the corporate respondent and their address is
the same as that of said corporation.

Sidney Lissauer and ,Yalt.cr S. Blfzer are individuals and their
address is the same as that of said corporation.

2. The Federal Trade Commission has jurisdiction of the sub-
ject matter of this proccpc1ing and of t.he l':spondents , u.nd the ))1'0-
ceeding is in the public interest.

ORDER

PART I

It is ordered That respondents Se lcrest Industl'ies Corporation
a corporation, and its oilicers, and Eugene Lissauer, ,Villiam Lis-
sauer and Sol Feldman, individually and as offcers of said corpor-

ation , and Sidney Lissauer ancl1Valter S. Blazer , individuals , illlcll'(,-
span dents ' agents , representatives and employees , directly or through
any corporate oJ. other dedce , in connection \\'ith the offering for
salc: sale or distribution of freezers, iood or freezer- food plans in
commerce as "commerce" is defined in the Federal Trade Commission
Act : do IOlthwith cease and desist from:

1. Hepresenting, directly 01' by implication that:
(a) Purchasers of a freezer- food phtn will reoci ,'e the

same or any amount of food and a freezer for the same or
less money than they hnve been paying for food alone:

(b) Purchasers of a. freezer-food plan will save enongh
money on the purchase of their food to pay for the fre.ezer;

(0) Fooe! ordered by purchasers ",ill be suffcient to 1ast
such purchasers any stated or specified period of time;

(d) A "home economist" or other formally trainee! indi-
vidual will assist purchasers or the aforesaid freezer- food
plan in planning their food orc1e.r

(e) A_ny freezer, or any part thereof, or any food is guar-
anteed or insured in any ma.nner , unless the nature. ancl ex-
tent of the guanultee or insurance and the manner in ,,-hich
the guarantor or insuror will perform thereunder , are c1e;trly
and conspicuously disclosed in immediate conjunction ,,-ith
any such representation;

(f) Purchasers of their

monthly payment covering
freezer-food plan make lmt one
the food and the freezer;
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(g) .\loney paid by purchasers for a freezer or a freezer-
food plan will be refunded if they are not satisfied.

2. Misrepresenting in any manner the sayings realized by pur-
ehasers of a free.zer- food plan , freezer , or food.

PART II

It is fwrther OJ-dered That respondents Seacrest Industries Corpor-
ation , a corporation, and its offcers, and Eugene Lissauer, vVilliam
Lissauer and Sol Feldman, individually and as offcers of said cor-

poration and Sidney Lissauer and Walter S. Blazer, individuals
and respondents' agents representatives and employees , diredly or
through any corporate or other device, in connection with the offer-
ing for sale, sale or distrihution of any food or any purchasing plan
involving food, do forthwith cease and desist from:

1. Disseminating or causing to be disseminated any advertise-
ment by means of t.he United States mails or by any means in
commerce, as "commerce" is defined in the Federal Trade Com-
mission Act, which advert.isement eontains n11Y of the represen-
tations or misrepresentations prohibit.ed in Paragraphs 1 a.nd 2
of PART I of this Order.

2. Disseminating, or causing the dissemination of any adver-

tisement, by any means, for the purpose of indueing, or which
is likely to induce , directly or indirectly, the purchase of any
food, or any purchasing plan involving food in COmJllerCC, as
commerce" is defined in the Federal Trade Commission Act

which advertisement contains any of tl1c representatiolls or mis-
representations prohibited in Paragraph 1 and 2 of PART I of
this Order.

1 t ';8 flwthe1' 01'de"Nl That the respondents herein sha.ll. "\yithin sixty
(60) days aftBr serYice npon them of this order, fi1e with the Com-
miesion a report in "'Titing setting forth in detail the D1anner and
form in which they lut'i-e complied with this order.

IN THE MATTER OF

BEECH,\;\( PTIODlTTS J1\C.

COXSEXT ORDER , ETC. , IN REGARD TO THE .ALLEGED VIOLATION OF TIlE FED-
ERAL TRADE CO)DrISSIOX ACT

Docket C-720. Complaint, Feb. 28, 1964-Deci8ion, Feb. , 196-4

Consent order requiring a distributor of drug preparations , with beadquarters
in Clifton , )"T , to cease representing falsely in radio and magazine nover-
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tising and otherwise that the vitamins in its "Scott' s Emulsion" and
Scott' s Emulsion capsules " were more beneficial than those from synthetic

sources , that its i':1id proclucts ,,,ere more digestible and fundioned more
quickly than Hl1;V other cod liver oil preparation, and that their use was

of benefit in the prevention and treatment of coWs, infections and sickness.

COJ\IPLAINT

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 , haying reason to believe that Beecham Products
Inc." a corporation , hereinaft.er referred to as respondent, has vio-
lated 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 , herehy issues its complaint stating its charges in that respcct
as fo11ows:

P ARAGRArH 1. Respondent Beecham Products Inc. , is a corpora-
tion , organized and existing under the laws of the State of New
Jersey, with its offce and principal phce of business located at 65
Industrial South in the city of Clifton , State of New .J ersey.
PAR. 2. Respondent is now , and has been for more than one year

htst past, engaged ill the sale and dist,ribution of preparations con-
taining ingredient.s which come within the classification of drugs as
the term "drug" is defined in the Federal Trade Commission Act.

The designations used by respondent for the said preparations, the
formulae thereof and directions for use are as follows:

1. DcstorwUon: "Scott' s Emu7sIon " (Liqu.,id)
Formula:

Cod Liver Oil_____- - -- 

- --- - ---- ------ ------------- - - ----- ---

Sodium FIypophosphite_

_- ----- ---------- -- --- --------- -- -- - ---

Ci tric Acid :\lonobYdrate

-- --- ---- --- --- ---- -- -- - -- - -- ---------

Sodium Hydroxide Solution

-____------- -----------------

Oleic A.cid___- -

-- - --- --- -- ----- --- --- - -- ---- - --- --- -----------

Propyl Galla te- - --

- - -- - - - - - --- - --- -- - -- --- - -- --- - --- --------

Metbocel HG 150______------

--------------- ---

Sodium Dihydrogen Phosphate Monobydrate--------------------
Saccharin - --- -- -- -- 

------ --- --- -- - - -- - - - - ------- ---- ----------

F1a voring --- - - -- -- - --- -- - - - 

------- ----- - - -- ---------- -- -----

Demineralized I-LO- - - 

- - - - - - - -. - -- - - - -- - - - - -- -- - -- - -- - - - - - - - - - ---

Percent
49. 603

199
099
301
422
010
641
077
010
245

48. 3B3

100. 000

Directions: Children and Adnlts-3 or 4 teaspoonfuls per day, preferably at
mealtime,
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2. DesignaUon: " Scott' s E1nuls1on Cap8ules

Formula:
Calcium Hy"pophosphite-- --- - 

--- ----- - - - -- - - - - - --- -- - - - - - - --

Diabasic Calci urn Phospha te- - -- - -

- -- - --- - - - -- - - - - --- -- -- - - - - --

Poly ol'bate 80 ('l' ween 80) --

----- ------- ----- --- ---

Sorbitan Mono Stearate (Span 60) -

----- ----- ---- -----

Corn Oil___

- - -- - - - -- - - - -- -- - _ ..- --- - - --- - - - - --- - - - - --- - -

Cod Liver Oil Conccntratf'-

----- ---- ---- -----

Pe;-cent

11.

38.
19.
t 83

11.

1(10. 00

Directions: 2 capsules pcr da;y, after meals

PAIL 3. Respondent. causes the said preparations, \yhen SOLL: to be
transported from its place of business in the State of Ne Jel' - and

from warehouses in the States or Illinois , Georgia , Texas and Cali-
fornia , to purchasers thereof located in various other State ot the

United States and in the Dist.rict of Columbia, Respondent main-
tains, a.nd at at. all Limes mentioned herein has maintained, a I:ourse

of trade in said preparations is commerce , as "commerce :: is defined in

the Federal Trade Conlll1ission Act, The volume of business in such
commerce has been and is substantial.

PAR, Lh, In the course and conduct of its said business : responde.nt
has disseminated , a.nel caused the dissemination of, certain ach-ertise-
ments concerning the said preparations by the United States mails

and by -n-uious means in commerce , as ;' col1merce ': is defined in the
FederaJ Trade Commission Act, including, but not. limited to I ad-
vertisements inserted in maga.zines and other advertising mcdill , and
hy means of radio broadcasts transmitted by radio stations located
in various States of the United States, having suffcient power to

carry such broadcasts aeross state lines , for the purpose of inducing
and which ere likely to induce, directly or indirectly, the purchase
of said preparations; fLncl has disseminated , and caused the dissemi-
nation of, advertisements concerning said preparations by \ ariol1s
meflns including: but not limited to the aforesaid media , for the pur-
pose of inducing and hic.h were likely to induce , directly or indi-
rectly: t.he purchase of said preparations in commerce : as "commerce

(lefined in the FederaJ Trade Commission Act.
\R. 5, Anlong flnd typical of the stnte.ments and representations

contained in said rtdvertisements, disseminated as hereinabO'-c set

fort h , fire the following:
Nature has a way of doing things that are impossible for science to achieH.

While there arc many synthetic (or chemical) vitamin!' , science 1111- et to

match all the beneHts of nat1l'al vitamins A and D. That's "h, 50 mRnv
mothers always imist on Scott's Emulsion-the natural vitamin to ic. (Radio
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Scott' s Emulsion has aU of the benefits of pure, natural cod h,er oil-it'

even better bccau"e it' s emulsified! Because it' s emulsified it' s better tlW.ll any
cod liver oil you ve ever seen or tasted. Scott' s Emulsion is creamy white and
smooth-it' s easicr to digest-it' s easier to be absorbed-it goes tu work

Quicker in your body. Scott' s EmulsiOll is one of the richest sources of :w_ tural
vitamins A and D. (Magazine)

,:,",'

ben your child' s cold drags on " , ,r. and on 0: " " it may be a sip: that
his resistance is down. You lleed to build up his cold-fighting strength. Tllat'
why many mothers use Scott' s Emulsion the natural vitamin tonic. (Radio)

Heeause Scott' s Emulsion is a rich source of natllral vitamim: A and D , it

helps your child shortcn the cold he has-and it also lwlp.s build tOlJ .O,tl"811gth

for fighting off new colds. (Radio)

':.

This could be another ,,-idcr whcn there are morc coWs than uc;ual. Durin

::-

the cold-catching- season it' s hard to get enough of tbe " sunshine" vitnEli12 D
I-m1 vitamin . to help build YOil resistance to infections like colds. That' s why
so many peoplc takc Scott' s )'Jmnlsion-it' s the natural vitamin tonk that
helps to huEd your body s cold-figbting strength. (Magazine)

If someonc in your family seems to get more than tbeir share of cold. -()l'
if ('olc1 CSCCIE to hf1ng. on and Oll- or if you want to build up resistfmce i"0
sickness won t keep ;your family away from work or scbool so often, "'tnrt
taking Scott' s Emulsion now. Give your family a bead start all health ::bis
winter with Scott' s Emulsion.

Xow in hvo forms: Bettcr tasting- liquid 01' ew tasteless capsules. Dlaga-
zine)

PAIL 6. Throngh the use of said advertisements , and others simihn
thereto not specifically set out herein , respondent has represented and
is 11mv representing, directly and by implication:

1. That vitamin A and vitamin D from natural sources, as con-
tained in both Scott's Emulsion a.nd ScoU's Emulsion Capsule. . are

more beneucial than vitfI-nin --c\ ancl vitamin D from :nltL'21i('
sources:

2. That. Scott's Emulsion and Scott's Emulsion Capsules are easier
10 digcst and easier to absorb tha.n any other cod liver oil prepara-
tion;

3. Thllt. ScoU' s EmlllslOll and Seott:s Em111sion Capsu1es
effectjye1y in the body more quickly than any other cod
preparation;

4. That the use of Seott's Emulsion and Scott's Emulsion Cap-
sules is of benefit in the prcyention, relicf and treatment of colds and
infections;

5. That the use of Scott's Emulsion and Scott's Emulsion Cap-
n1es is of benefit in the prevention of sickness.

fnnchon
Jiyer oi1

224-069--70--
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PAR. 7. In truth and in fact:

1. Vitamin A or vitamin D :from natural sources , as supplied in
either Scott's Emulsion or Scott's Emulsion Capsules, is of no
greater benefit than the vitamin A or vitamin D iTom synthetic
:3DUrCeS;

2. Scott's Emulsion Capsules are not easier to digest, easier to
absorb and will not fnnction effectively in the body more quickly
than any other coel liver oil preparation;

3. Scott's Emulsion is not easier to digest , easier to absorb and
will not function effectively in the body more quickly than any other
cod liver oil preparation , except when Scott's Emulsion is compared
to non-emulsified cod liver oil;

4. Neither Scott's Emulsion nor Scott's Emulsion Capsules will
be of benefit in the prevention , relief or treatment of colds or infec-
tions;

5. Neither Scott's Emulsion nor Scott's Emulsion Capsules are
of value in the prevention or sickness, unless such sickness is due

to a deficiency of vitamin A or of vitamin D.
Furthermore, the statements and representations in said adver-

tisements have the capacity and tendency to suggest, and do suggest
to persons reading 01' hearing such advertisements that in cases of
persons of both sexes and all ages "dID experience sickness there is
a reasonable probability that their resistance to sickness will be in-
crea.sed by use of these preparations. In the light of such statements

and representations, said advertisements are misleading in a mate-
rial respect and therefore constitute false advertisements, as that

rerm is defined in the Federal Trade Commission Act, because they
fail to reveal the material facts that in cases of persons of both sexes

and all ages who experience sickness in the lJnited States , such sick-
ness is rarely caused by a deficiency of vitamin A or vitamin D as
provided by Scott's Emulsion or Scott's Emulsion Capsules, and
that in such persons the preparations will seldom be of benefit in
increasing resistance to sickness.

Therefore, the ftdvertisements referred to in Paragraph Five were
and are misleading in nlaterial respects and constituted, and now
c()nstitute

, "

fa.1sc adYcrtiseJnents ' as that term is defined in the Fed-
end Trade Commission Act.

PAR. 8. The dissemination by the respondent of the false adver-
tisements , as aforesaid , constituted , and now constitutes , unfair and
deceptive acts and pl'ac.tiees in commerce in violation of Sections

, anll 12 of the Fec1enll Trade Commission Act.

DECISION .-\KD ORDEn

The Comnrission having heretofore determined to issue jts
plaint chrtTging the respondent named in the caption hereof

com
with
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yiolation of the Federal Trade Commission Act , and t.he respondent
having been served with notice of said determination and with a
copy of the complaint the Counnission intended to issue, together

"dth a proposed form of order; and

The respondent and cou11sel for the Comn1ission having thereafter
executed an agreement containing a consent order, an admission by
respondent of aD the jurisdictional facts set forth in the complaint
to issue herein, a statement that the signing of said agreement is

for settlement purposes only and does not constitute an admission by
respondent that the la",, has been violated as set forth in such com-
plaint, and waivers and provisions as required by the Commission
rules; and
The Commission , having considered the agreement, hereby accepts

SfI.lne , issues its complaint in the fonn contemplated by said agree-
ment, ma,kes the follmdng jurisdictional findings, and enters the
follmving order:

1. Hespondent Beecham Products Inc. , is a corporation organized
existing and doing business under and by virtue of the laws of the

State of e-v .Jersey, "",ith its oiIce lId principal place of business

located at 63 Industria) South, in the city of Clifton, State of K ew

Jersey.
2. The Federal Trade Commission has jurisdiction 01 the subject

matter of this proceeding and of the respondent, and the proceeding
is in the public interest.

ORDER

It is orde'ied That respondent Beecham Products Inc. , a corpora-
tion and its oiIcers, and respondent's representatives, a.gEmts and

employees , directly or through any corporate or other device, in COIl-

nection with the oiIering for sale, sale or distribution of the prepara-
tion designated "Scott' s Emulsion" or the preparation designaterl
Scott' s Emulsion Capsules , or any other preparation of substan-

tially similar composition or possessing substantially similar prop-
erties , do forthwith cease and desist from directly or indirectly:

1. Disseminating, or causing the dissemination of, by means
of the Uniteel States mails or by any means in commerce, as
commerce" is defined in the Federal Trade Commission Act

any advertisement which represents directly or by implieation:
(a) That eit.her vitamin A or vitamin D from natural

sources, as supplied in said preparation, is more beneficial
than the vitamin A or vitamin D from synthetic sources;

(b) That Scott's Emulsion Capsules will be easier tu
digest , easier to absorb or will function effectively in the
body more quickly than any other cod jiveI' oil preparation;

(c) Tlmt Scott's Emulsion wil be easier to digest, easier
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to absorb or will function effecti ,'cly in the body more
quickly than any other cod Ii vel' oil preparation , unless
such a.dvertisement be expressly J1l1ited to a comparison
,vith llon-E'-lnul ified cod liver oil;

(d) That the use of said preparation will he of henefit
in the prevention , relief or treatment of colds or infections;

(e) That the use of said preparation will be of henefit
in the prevention of sickness, unless sllch advertisement ex-
pressly limits the effectiveness of the preparation to the

prevention of sickness clue to a, deficiency of vitamin A 
of vitamin D provided by the preparation , and further
unless the ad vertisen::ent clearly and conspicuously rC'lcals
the facts that in elSCS of persons of both sexes and all ages

who experience sickness in the United States , such sick-
ness is rarely caused by a deficiency of vitamin A or vita1nin
D as provided by the preparation : and that in such pe1'2011S

the preparation will seldom be of benefit in increasing re-
sistance to sickness.

2. Disseminating, or causing to be disseminated : by any meaus
for the purpose of indncing, or which is likely to induce , di-
rectly or indirectly, the purchase of respondents ' preparat' ons
in commerce, as " commerce" is defined in the Federal Trade
Commission Act, any advertisement which contains any of the
representations prohibited in , or which fails to comply with the
affrmative requirements of, Paragraph 1 hereof.

It ,is f1&1'thcT ordered That the. respondent herein sha11. w:thin
sixty (60) days after service upon it of this order , file with the Com-
mission a report in writing setting forth in r1ctail the manne!' and
form in which it has complied with ths orclcl'

IN THE IA TTER OF

HAj)L-\ T INDUSTRIES COHPOR\ TIO ET AL.

CONSENT ORDER , ETC. , IN REGARD 'fa THI ALLEGED VIOLATION OF THE FED-

ERAL TRADE CO::BnSSION .ACT

Docket C-721, Complaint, Feb. 1964-Deci.sion, Feb, , 1964

Consent order requiriug Brooklyn

, ::,

, distributors of ,vater softell:li2," and
conditioning devices and otber merchandise to whalr.salers and johbers , to

cease representing fnl el:v in a(1n rtisr.ments in magazinr.", cata10i! "heet;.
and otber promotional materials-wbicb they also furnished their .'hbel's
for use in promoting sales-that all component parts of sail watel' 0ften-
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iDg devices were "GUARAi\TEED FOR LU'E AGAINST CORROSION
AND RUST" , ,,,hen the guarantee applied only to the "pressure vessel"
j:()l'tiOlJ of the deykr ilmlllad nunwrons 11lll1isclot:ed (:oJHlitioJls.

COl\IPLAINT

1rsuant to the provisions of the Federal Trade Commission Act
and by virtue of the authority vested in it by s"id Act, the Federal
Trade Commission, having reason to believe that R"diant Industries
Corporation , a corporation , and Korman JCrisberg and Fred Levitan
individually and as offcers of said corporation , hereinafter referred
to aB respondents , have violated the provisions of said Act, and it ap-
pea.ring to the Commission that a proceeding by it in respect thereof
would be in the public interest , hereby issues its complaint stating
its c.harges in that respect as follO\vs:

P ",RAGRAPH 1. Respondent Radiant Industries Corporation is a
corporation organized , existing and doing business under and by
virr.ne of the laws of the State of Kew York, with its principal oiIce
and place of business located at 1227 Rockaway A venue, city of
Brooklyn , State of X ew York.

RE'-spondents Korman JCrisberg and Fred Levitan , are individuals
and are offcers of the corporate respondent. Respondents Norman
Krisberg and Fred Leyitan formulate, direct and control the acts
and practices of the corporate respondent , including the acts and
practices hereinafter set forth. Their address is the same as that of
the corporate respondent.

PAR. 2. Respondents are now , and for some time last past have
bee,I:, engaged in the advertising, offering for sale, sale and distribu-
tion of water softening and conditioning devjees , pump equipmfmt
and other merchandise to wholesalers and jobbers for resale to the
public.

PAR. 3. In the course and conduct of their business, respondents
now cause, and for some time last past have caused, their said prod
ucts , when sold , to be shipped from their place of husiness in the
Stan' . of N ew York to purchasf', rs thereof located in various othBr
Sta,tf,S of the United St.ates , and maintain and at a11 times mentioned
herein have maintained , a snbst.antial course of trade in said prod-
ucts in commerce as " commerce" is defined in the Federal Trade

nmission Act.
PAR. 4. In the comse and conduct of their business and for the

pnrpose of inducing the sale of t.heir ..vater softening devices, re-
spondents have made certain statements and representations in acl-
Vf'lTiseme, nts in maga.zines, eabllog .sheets anrl other promotional mfl-
teri;,Js in respect to the guarantee furnished 'with their products.
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Typical and illustrative of said representations
but not all inclusive thereof, are the following:

Guaranteed for life against corrosion and rust; Lifetime guarantee against
olTosion and rust.

and statements

PAl. 5. By and though the u.e of the aforesaid statements and
representations, and others of similar import not specifically set out
herein, respondents represent, directly or by implication that all com-
ponent parts of said water softening deyiccs are unconditionally
guaranteed against rust and corrosion for the lifetime of the pur-
chaser.

PAR. 6. In truth and in fact , all component parts of said water
softening devices are not unconditionally guaranteed for the lifetime
of the purchaser. Such guarantee as may be given by respondents is
applicable only to the "pressure vessel" portion of said water softn-
ing devices, and is honored only if numerous conditions and prere-
quisites , which are not disclosed in the aforesaid advertising, an met.

Therefore, the st.atements ancll'cprcsentations referrecl to in Pnrn-
p,"l'nphs Fonl' and Five hereol arc :false , Inisle,ac1ing and deceptive.

\H. 7. Respondents also provide to distribut.ors, jobbers and
others the nforesni(l catalog sheets and promotional materials for
their l1se in promoting the sale, of respondents ' merchandise. By
t.his practice, responde.nt.s place in the hands of said distributors , joh-
bel's Hnd others. t.he rneans and instrumenta1ities where,by the, pur-
('hasing public ma,y be misle ul and deceived in the, aforesaid manner.

PAn. 8. In the conduct of their business, at all times mentioned
here.in , respondents have been in substantial c.ompet.ition, in com-

merce, with eorpol'ations, firms and individuals in the sale of water
softening and conditioning devices , pump equipment and other rn.er-
ehandise of the same general kind and nature as that sold by re-
spondent.s.

PAH. 9. The llse by respondents of the aforesaid faJse , misleac;jng
and decept.in statements , representations and practices has had , and
now has , the, capacity and tendency to mislead me,mbers of the pur-
chasing pnbJic into the erroneous and mistaken belief that said
statements and representations were and are true and into the pur-

ehase or substantial quantities of respondents' products by reason

of said erroneous and mistaken belier.
PAR 10. The. aforesaid acts and practices of respon(lents , as herein

alleged , were and are all 1:0 tlw prejudice and injury of the public
and of respondents ' compe6tors and eonstituted and now constitutes
unrair methods or competition in commerce and unfair and dece,
t.ive. acts and prftc.fiees in commerce. in violation of Se.etion 5 of the
Federfll Trade Commission Act.
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DECISION AND ORDER

The Commission haying heretofore determined to issue its com-
plaint charging the respondents named in the caption hereof wirh
violation of the Federal Trade Commission Act, and the respond-
ents having bee.n se.rved with notice of said determination and willi
a copy of the complaint the Commission intended to issue, together
with a proposed form of order; and

The respondents and counsel for t.he Commission having thereaftE'
executed an agreement containing a consent order, an admission 1.):,-

respondents of all the jurisdictional facts set fort.h in the complaint
to issue herein, a statement that the signing of said agreement i.
for settlement, purposes only and does not constitute an admission b::
respondents that the law has been violated as set forth in such com-

plaint, and waivers and provisions as required by the Commission 

rules: and
The Commission , having considered the agreement, hereby acee,pt.

same, issues its complaint. in the form contemplated by said agree-
ment, makes the following jurisdictional findings , and enters tile
following order:

1. Respondent, Radiant Industries Corporation is a corporatinn

organized , existing and doing business under and by virtue of the
laws of the State of ew York, with its principal offlCe and place
of business located at 1227 Rockaway Avenue , in the city of Brook-
lyn , State of X e\v York.

Hespondents Korman J(risberg and Fred LevitfUl are offcers oJ
said corporation , and t.heir address is the same as that of said ('f)l-
poration.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents, and the proceed-

ing is in the public interest.
ORDER

It is ordered That respondents Radiant Industries Corporation
H eorporation, and its offcers, and Norman J(risberg and Fred Lev-
itan , individually and as offcers of said corporation, and respond-

ent.s ' a.gents , representatives and employees , directly or through any
orporate or other device , in connection with the offering for sale

sale or distribution of water softening and conditioning device
pump equipment or other merc1mndise in commerce, as " commerc
is defined in the Federal Trade Commission Act, do forthwith cpa-c
and desist from:

1. Representing, directly or by implication, that a.ny of re-

spondents ' products are guaranteed unless the nature , duration
and extent or the guarn.ntee , the identity or the guarantor , and
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the manner in IV hich the guarantor will perform thereunder aTe
clearly and conspicuously disclosed, and the respondents do in

fact fu1fill all of their requirements under the terms of said
guarantee.

2. Furnishing or otherwise placing in the hands of distribu-
tors, jobbers and others the means and instn1menta1ities by Hnd
through which they may mislead or deceive the pub1ic in the
nlal111Cr or as to the things hereinabove prohibited.

Ie is further onle1'ed That the respondents herein shall , within
sixty (60) days after seniee upon them of this order, file with the
Commission a report in 'Yl'iting setting forth in detail the manner
and form in which they have complied with this order.

IN THE 11ATTER OF

FRED ASTAIRE DAKCE STUDIO
INC. , ET AL.

WASHINGTON, D.

(JFJ'J:E:; ETC., IN REGARD TO THE ALLEGED VIOLATIQX OF THE FEDERAL

TIL-\DE CO:\DnSSION ACT

Docket 8560. Complaint, Mar. 14, 1965-Decision Mar. , 1964

OrC-fo requiring Washington , D. , operators of dancing schools under lIcenses

from the Fred Astaire Dance Studios Corporation in New York City-
components of a chain of dance studios operating under the licensor
name throughout the country to teach the "Fred Astaire Method of
Dancing to cease using a variety of deceptive practices in advertising

and through their agents to induce persons to enroll for their dancing
:.nstruction courses.

COMPLAI

Pursuant to the provisions of the Federa1 Trade Commission Act
and by virtue of the authority vested in it by said Act, the Federa1
Tr?de Commission , having reason to believe that Fred Astaire Dance
Studio V ashington, D. , Inc., a corporation , and Patrick ,V.
l.rabia, Eugene T. Valentine, and Lea V. Pec1eL, individual1y and

as cl ffcers of said corporation , and George J. Strombos , individually
and as :\Janager of said corporation , and Fred Astaire Dance Stn-
din ; Corporation , a corporation, hereinafter referred to as responcl-

E:, . have violated the provisions of said Act, and it appearing to
the Commission th8t a proceeding by it in respect thereof would

be ill the pub1ic interest , hereby issues its Complaint stating itB
charges in that respect as follows:

PARAGRAPH 1. Respondent Freel Astaire Dance Studio, "\Vashing-

ton , Inc. , is a corporation organized, existing and doing busi-
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ness under and by virtue of the la,ys of t.he State oi Xew 3ey
with its principal offce and place 01 business Joca.tecl at 1:2::1 G
Street , N.vV., in the city of vVashington , D.

Respondents Patrick v1'. Arabia and Eugene T. Valentine of 2030
Central Avenue, St. Petersburg, Florida, and Lea VV. Peclet of 1221
G Street, N.W. , vVashington, D.C., are offcers of the aboye-n8J11ed
corporate respondent.

Respondent George J. Strombos is Manager of the said corporate
respondent and also participates in the control of its daily activities.
His address is the same as that of the corporate respondent.

All of the aforesaid respondents cooperate with the corporate re-

spondent Fred Astaire Dance Studios Corporation , hereinaftN~ ,'
ferred to , in formulating the policies and in the direction and control
of the acts and practices of the said vVashington, D.C. corporate re-
spondent, incJuding the acts and practices hereinafter set forth.

PAR. 2. The aforesaid respondents are now, and for some t:me
last past have been , engaged in conducting dancing schools wherein
courses of instruction in various types of dancing are offered t.o the
public in ",Vashington , D. , and surrounding areas.

PAR. 3. Respondent Fred Astaire Dance Studios Corporation io '"
corporation organized , existing and doing business llnclm' and b:-' yil'
tue of the laws of the State of :New York. with its principal , dice
and place of busincss located at 487 Park Avenue , in the city of Ne"~
York , State of New York.

The aforesaid New York corpora6on grants lic.enses to YUTI01l3
corporations and individuals in cities throughout the l nited States
including the aforesaid 'Vashington, D.C. corporation, to operate
dance studios wherein the " Freel Astaire lethod of Dnncing ' i"

taught. In return for said license privilege. among other things. 311ch
licensees pay said licensor , in addition to the initial amount paid for
the license, a percentage of the gross monetary receipts realized. by
such licensees from the operation of said schools. Also said licensor
exercises certain control over said licensees ' business operations in-
valved in the conduct of the studios ' activities , such as reserving the
right to approve all advertising matter used by said Jieensees in the
conduct of their schools, ,tlthority to send dance instructors to tl'in
licensees ' instructors , the cost thereof to be borne by said licensees

and to require said licensees to recognize that they are comp0L':-nt
pa.rts of a ehain of dance studios operating l1lc1el' li('ensOl' s n.

throughout the country.
PAn. 4. In the course and conduct. of the aforesaid business. ad' er-

tising matter, contracts, letters, checks, written instruments and
other communications are find have been sent and received bet\'
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the respondent New York corporation and the 1Vashington, D.
respondents at their respective places of business in New York, New
York , and in 'Washington , D. C. In addition thereto, the 1VashinQ-
ton , D. , respondents are now , and have been for several ye.rs la
past, engaged in the advertising and promotion of the aforesaid busi-
ness by means of radio broadcasts , newspaper advertisements, tele-

phone soEcitations, and in various other ways within the District
()f Columbia and in surrounding areas. As a result thereof all of said
respondents aTe now and have been at al1 times mentioned herein
engaged in extensive commercial intercourse in commerce a,s "com-
merce" is defined in the Federal Trade Commission Act.

PAR. 5. In the course and conduct of their aforesaid business, and
lor the purpose of attracting prospective students to their studios
and for the ultimatB purpose of selling them a course or a series of
courses of dancing instruction , the respondents have offered many
inducements and made many statements and employed various tac-
lies by nleans of radio broadcasts , telephone calls, oral representa-
tions, use of newspaper advertisements and in various other ways.

Such inducements consisted of appeals to lonely and/or aged
people, among others, who ,,"ished to become good dancers, enjoy
parties , enlarge their circle of friends and acquaintances and, in
ome instances, to find employment as dancing instructors.

\R. 6. Illustrative and typical of respondents' aforesaid prac-
Tices are the following: (1) They conduct telephone quizzes in which
they state to prospects that t,he winners of such quizzes will be elig-
ible for a given number of free clancing lessons; (2) in other repre-
2entations made over the radio and thl'u other media , respondents
state that (a) a given number of dancing lessons will be given at
a reduced price, (b) that "Gold awards" and various other awards
denoting various degrees of dancing proficiency are obtainable by
persons taking their said dance courses, without disclosing the per-
tinent facts and conditions surrounding the winning of such awards\
and (c) that persons who purchase their courses of instruction will

be invited as free guest,s to certain parties given by respondents

where they will n1eet many -interesting people and enlarge their
clrde of acquaintances and friends.

PAR. 7. In truth and in fact (1) winners of the aforesaid quizzes

and persons responding to said special offers of fre,e (lance lessons
or lessons at a reduced rate are not, as a rule, furnished a full time,

or bona fide course of dance instruction , as promi.sed. On the con-
:l'flTY, a substantial portion of the time promised by respondents to
lie devoted to dance instruction is devoted instefid to efforts on the
part of respondents, or their agents , to sell said students additional
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dnncjng lessons. .In the eyent. E;aid students refuse to purehase addi-
tiond courses of instruetion, thereafter they are ignored, embar-
ra.s,Sed find treated as unwe1eomed persons. (2) In some inst.ances
part of the da.ncing inst.ruction promised is furnished only upon
the pre.viously undisclosed condition that additional lessons must be
pure,L,1.sed. (3) The "Gold Awards" are given only upon the com-
p)ebOJ) of a three-year eOllrse of instruction in respondents ' dance
C'Ol1rse. E" a fact not disclosed in their initial advertising. (4) Some
stndents who enrol1 in respondents ' said courses are not invited to
J'e ponc1ents ' parties , as promi ed. Therefore, the respondents ' afore-
said stateme.nts and representations as described and referred to in
Paragraph Six hereof are fa)se , misleading and decepti,

P..\R S. In the conrse and conduct of their business , the respond-
ent :lnnounce in radio broadcasts currently in use that they will give

free :' i1 SlOn Gm- el'l1ment Bond to the perSOll calling a, given tele-
phm e; number.

In t.ruth and in faet, to the person caning sneh number it is
Hnnclrmced that the. an5'''C1'e1' is a representative of the Fred Astaire
Dante Studio. 'When queried about the S100 Government Bond gift
the r.a.l1er is ftcb'ised that in order to qualify for such a "gift" it wlll
ue :r:er.e.::sary for the cnllcr to COlne down to the studio and sign a
('ont.cst. entry blank. The contest entry blank turns out. t.o be a con-
trfJcr for the purchase of a course of dancing instruction and the
fref Ctovernment bond is to be a.pplied on the tuit.ion fee cha.rgecI

for the d Lncing- course. Therefore the respondents ' aforesaid repre-
sentation js fa, tse, misleading and deceptive.

p ,

'\H. 9. In the course and conduct of their aforesaid business
l'P p(ndents have , for the purpose of selling initial and supplemen-
taJ ('ourses of dance instruction , employed other unfair, misleading
nnd coercive tactics, among which are the fol1owing:

1. Thc usc of "relay salesmanship , involving successive efforts o:f
a llErnber of different represcntatives who, by force of numbers and
unre.lenting sales b.Iks , and aided by hjdden listening devices 11on-
itol'Jng ('0111'C1';;atio11 with the prospect or pupil , attempt to persuade
and do persua.de 11 lone prospect or pupil t.o sign a contract for danc-
ing nstTnctjon.

2. The use of bJank or partially fiJled out contract forms whereby
the. pupil or prospective pupil is led to belicve his fimmcial ob1iga-
hen i:3 nbstantial1y Jess than what respondents or their representa-
tives consider due find pa.yable.

P.' R. 10. .In their efforts to procure dancing instructors n,nd for
the further purpose of selling their courses of dancing instrl1ct1011
t.lw l'e. ponr1ent:: HlYertised in the "1-1e1p 'Va.nicer' sec.t1ons of 'Vash-
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ington, D. C. daily newspapers that. they \el'e oiIering to p,ty 83

pCI' hour for dancing instructors.
In truth and in fact: , upon answering such a.dvertisements , appli-

cants aTC informed that the $3 per IwuT referred only to instl\lc-
tors vdlO hold respondents

' "

Gold A wal'l" which ta, kes three years
of rcspondents' training to obtain. Some of such applicants are
offered a job at $1.50 per hour; others are promised such jobs only

upon certain conditions , among ,",hieh is the purchase of a conl'se

or courses of respondents ' instruction in the Fred Astaire lethod
of Danc.ing and the satisfactory completion of same. The aforesaid
rcpresentation 'YHS therefore fa.1se mislea.dingand deceptive.

\IL 11. In the conduct of their business, at all times mentioned
herein, respondents 11a.ve been in substantial competition in com-

merce with corporations, firms and individuals likewise engaged in
llJC sale of dancing instruction courses.

\H. 12. The use by respondents of the aforesaid false, misle:1cl-

ing rUl(l (lr.ceptive .statements , representations and practices has h
and nmy has , the capacity and tendency to mislead members of the
purchasing public into the erroneous and mistaken belief that said
statements and representations were- and aTe true and into the j)ur-
c'lwse of subst.antial quantities of respondents : courses of dance il1-
structions by reason of ::aid erroneous a,nd mistaken belief.

\H. l::L The nJol'csaid acts and practices of respondents , a.s h2H'in

al1cf!cc1 , "vere and are an to the prejudice and injury of the public
fmcl of respondents ' eompetitors and constituted , and now constitute
nnfair n1ctl10(ls of competition in commerce and unfair and decep
tive aets and practices in commcrce, in violation of Section 5 of the
Federal Trade Commission Act.

11fT. DeW'itt T. Puckett , Mr. Roy B. Pope and Mr. Guy E. YeZcon

for the Commission.

11fr. 0(m1't8 O"I((.7,,"n \Vashington , D. , for Mr. E"gene T. Val-
entine and Fred A8taiT( Dance St-ndio8 OOTpo1'ation.

jIlr. George J. StTO'nbos pro 5C and for Fred Astaire Dance 'Stu

dio , vVashington , D. , Inc.
11fT. Patriel, W. Arabia pro se.
1111'. Lea W. Prec7et pro se.

I:XITIAL DECISION BY ,VILMER L. TINLEY , HEARING EXAMIKER

The Federal Trade Commission , on farch 14, 1963 , issued ::mc1

subsequcntly served its complaint chargjng the respondents named
in the caption hereof '\yitl1 v oJf\tion of the Federal Trade Commis-
iOll _ :teL by the 1He of false, mi31eaclinp: and deceptive stat.em'211ts
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representations and practices for the purpose of attracting prospec-

tive students to their studios and for the ultimate purpose of selling
them a course or a, scries ofcoul'ses of dancing instnwtion.

On April 10, 1063, through their attorney, all of the respondents

file.d answers denying generally the essential allegations of the com-
pbinr. Various extensions were thereafter granted, largely for the

purpose of a.lowing negotiations between counsel in an effort to 1'e-

Bolye or narrow the issues. The progress and results of such nego-

tiations were considered at prehearing conferences on June 12 , June
1'1 , and September 13, 1D63, and on January 15, and January 21

19G4. The prehe tring conferences were stenographically reported

but., at the request of respondents , were not public. The parties
nnclersUl1cl that, although not public, the transcripts of the pre-

hearing conferences constitute a part of the record for consideration

by tlw hearing examiner and any reviewing authority in COlllection
with this proceeding. (1'1'. lfj\, 221 , 224. Page references herein are
to the prehearing tl'R,nscl'ipt.

During the prehea.ring procedures there were certain changes in
counsel representing the parties , and in the answers which were orig-
inally filed. Such changes are not set out in detail herein, it being

considered sumcient for present purposes to show in the foregoing

li.sting by whom the several parties were represented, and to discuss

herein the status of the answers, at the time the matter v,-as submit-
te.d to the hearing examiner :for initial decision.

At the final preheaTing conference, a Inotion was submitted to the
hearing examiner by or on behalf of all of the respondents to with-
dra"T their ansv,-ers, and to substitute the ans\ver submitted therewith.
Counsel supporting t.he complaint consented to said motion (1'1'. 210-
211) .

The proposed substitute ans\"\e1'

, "

solely for purposes of this pro-
ceeding and for no other purposes" admitted " all material allega-

tions of the Complaint" pUlsuant to Section 3.5(b) (2) of the Com-
mission s Rules of Practice. It also contained a waiver of "all fur-

ther procedure in this proceeding including findings and conclusions

of the hearing examiner . In response to questions by the hearing

examiner , the parties made it cle(u that the proposed substitute
answer was not submitted on conditjon that the initial decision \vould
omit ;;appropriate findings and conclusions , but that the waiver

\Y(lS submitted for consideration and action within the discrehon of
the hearing exa.miner (1'1'. 213-215). In these circumstances , the mo-
bon was granted , with the result that the answers of all of the
respondents then in the record were withdrawn, and the substitute

answer was received RS the answer to the complaint by all of the
responclents (Tr. 21Ci).
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It is the opinion of the hearing examiner thllt , when an admission
answer is fied, Section 3.5 (b) (2) of the Commission s Rules grants
no discretion to the hearing examiner to omit appropriate findings
and conclusions from his il1itiaJ decision , flnd that the inclusion of
such fidings and conclusions is mandatory. It is also the opinion
of the hearing examiner that , e'"en if he had authority to do so

under the rule, the considerations ,yhich hare been presentRd , i11-

cJuding a staternent by OIle of the respolltlE'llts concerning extenuat-
ing circumstances with respect to failure to utilize the consent pro-
cedure (Tl' 2:2G-231), do not prodde a pel'suasi ,-e. basis for omitting
findings and concl Hsians from the initial decision in this case,

There was also submitted t.o the hearing examiner at the final pre-
hearing conference a st.ipulation bet\\"eel1 counsel supporting the
eomplaint and all of the respondents , in which it was agreed that
a proposed order , submitted with the stipulation

, "

is appropriate

and that it be submitted to the llearillg Examiner for his con3idera.-
tion in connection with the disposition of this Ct1 . Said prol)osed

order is in haec 'L' CT"brl the order contained in the Notice portion of

the compJaint , except that it omits the words "or through a!1:v Ji-
('cnsee " from the phrase ordering the rcspondents alld respondents
agellt , representatives and elnployees , clil'ect1y or through any cor-
poratc- OJ' other deyice , or through any li('ensoe \ to cease and desist

from .'3pecifiec1 practicrs. ('ounsf:l supporting the complaint. 3tated
that, in thrir opinion , the order thus modified 'will ndequately pro-
tect the pnhlic interest (Tr. 212).

The hea,ring examiner interprcts the stipulation as a recommen-
dation by al1 of the parties thnt. the proposed order be a,dopted; and
it. is his opinion that sl1ch recommendation was one of the considera-
tions which resulted in the filing of the admission answer by aJl
of the respondcnts. It is clear , hO\ve,- , that the a.nSVi'cr was not sub-

mitted or received on the cOlHlit.ion that the ordcr proposed by the
stipulntion wou1d be adopted by the hearing ex,lminer. On the con-
trary, the proposed order ,,' as spec.ifieally submitted to the hearing
examiner only " for his consideration in connection with the disposi-
tion of this case . In the event the hearing exttminer or the Com-
mission should consider that the proposed order is not appropriate

it may be re ected and an apprupriate order entereel.
Careful considerat.ion has been gin-:n to the order propo e(l by

the stipulation behyeen thc p:uties. The forI1 01 order in the rom-
pJaint wou1d l'eqllire the respondents " and respondents ' ngt'llr . rp

presentati,' es and e,mployees, directly or through any cOI'ponHe 01'

other c1eyice , or through any Licensee,"' to c, ease and desist from the
slwcifiec1 pr,lc.ti('e . The hearing' examiner is ullab1e to en\'isio11 l'il'-
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cum stances in which respondents nULY engage in any such practice
through a licensee, which would not also amount to engaging in
suc:h practice through an "agenf" a "representative" or an "employ-

, or directly 01' indirectly through some "corporate 01' other de-
ice . It is the opinion of the hearing exa.miner, therefore., that

omission of the words ;'01' through any licensee :' from the qnoted
phrase ,yill not result 'in narrowing the order in any way 'Iyhich will
materially lessen the protection which it will afford to the public

interest. Accordingly, the order proposed by the stipulation of the
parties wi11 be adopted by the hearing examiner as an appropriate
order disposing of the proceeding.

FoJ1owing the submission of the substitute answer and the stipn-
la tion of the parties, the record was dosed for the reception of eTi.
dence. None of the parties desired to submit proposals to the hearing
examiner , and the matter was thereupon submitted for initial deci-
ion (Tr. 215-216, 221). The hearing exa,miner, accordingly, issue,;

this initial decision, finding the facts to be as alleged in the COll1-
plaint , with such modifications as are necessary to conform with
facts disclosed during the prehearing procedures, and to avoid in-
consistencies, and c.ontaining appropriate conclusions and order.

FL:\DISGS OF FACT

1. Respondent Fred Astairc Dflllce Studio , IY ashington, D. Inc.
(hereinafter referred to as the \Vashington , D. C. corporate respond-
ent), js a corporation organized , existing and doing business under
and by ,.irtue of the laws of the State of New Jersey, ,yith its prin~
eipal offce and place of business located at 12'21 G Street , N.vV. , in
the Cit.y of TVashington , D.

'2. Respondent Patrick ,V. Arahia of 150 Palm Avenue, Palm
Island, "hami Beach, Florida (Consent to ,Yithdrawal of Counoe!

tied 11-18-63), and Eugene T. Valentine of 2030 Central Ayenue
St. Petersburg, Florida , \\ere oHicers of the IVashington , D. C. COl'-
pOl' ate respondent until March 2, 1962; and Lea ,V. Peclet of 1''2J
G Street:, X.IV. , IVashington , D. , was an offeer of the VFashin !2-

ton , D.C. corporate respondent untij February 15 , 1D63. (Answers
fiJecl 4-19- , and Tr. 72-74). There is no showing, however, that

the respondents named in this paragraph no longer cooperate with

the other respondents as hereinafter found, and such cooperation

is admitted by the present answer (also see Tr. 232-235).
. .Responc1ent George T. Strombos is :Manager of the IVashingtoIl.
C. corpol'ate respondent n.nd also participates in the control of

1tS daiJy activities. His address is the same as that of said corporare
respondent.
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4. An of the aforesaid respondents cooperate with the corporat.e
re' dent Fred Astaire Da,nee Studios Corporation, hereinafter
l'Cff'Ted in formulat.ing the policies and in the direction and con
rrol of the acts and practices of the 1Vashington

C. corporate
respondent, inc1ucling the acts and practices hereinafter set fort,

'" The 'Vashington , D.C. corpomte respondent is now, and for
::ome time has been , engaged in conducting dancing schools wherein
conn8S of instruction in various types of dancing are offered to the
pllbJic in \Vashington , D. , and surrounding areas.

(\ Hesponc1ent Fred Astaire Dance Studios Corporation (herein-
after referred to as the respondent New York corporation) is a
corporation organized , existing and doing business under and by
virtue of the laws of the State of New York, with its principal offce
ilnd place of business located at 304 Lincoln Hoad , Miami Beach
Fiol'icb. (Answers filed 4-19- 63 and 8-26- 63.

7. The respondent ew York corporation grants licenses to vari-
ous corporations and individuals in cities throughout the united
Sr::tes, including the ,Vashington, D.C. corporate respondent, to
operate dance studios 'wherein the "Fred Astaire :Method of Danc-

" is taught. In return for said license privilege, among other
thi lg3 , such licensees pay said licensor , in addition to the initial
,UJ onnt paid for the license, a percentage of the gross monetary

receipts realized by such licensees from the operation of said schools.

Also said licensor exercises certain control over said licensees ' busi-
ness operations involved in the conduct of the studios' activities
sl":ch as reserving the right to approve an advertising matter llsed
by said licensees in the conduct of their schools, a,uthority to send

nlGe instl'uetors to train licensees ' instructors , the cost thereof to

be borne by said licensees, and to require said licensees to recognize
that they a.re component parts of a. chain of dance studios operating
under licensor s name throughout the country.

8. In the course and conduct of the aforesaid business , advertis-
ing matter , contracts letters, checks, written instruments and other
communications are a.nd have been sent and received between the
respondent Nmy York corporation and the other re,spondents at their
respective places of business in Nmv York, New York, and in ,Vasl1-

ington, D. C. In addition thereto , the "'ashington , D.C. corporate

respondent is no\\-, and has becn Ior severa,l years , engaged in the
clvertising and promotion of the aforesaid business by mea.ns of

ra.dio broac1c1Lsts, ne\"sp1Lper advertisements , telephone. sol icitfltiolls
ilT' cL in various other lTn)"S Ivithin the District of Colmnbia 8.11(1 in
sn. ounding areas. A , fl restllL thereof all of the, respondents are
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nmy lncl have been at all tiInes mentioned herein engaged in ext en-
siy€- commercial intercourse in C011merce as " com11erce ' is deIined

in the Federal Trade Commission .. '-ct"

D. III rhe course and conduct of their a.foresaid business and for
the purpose of attacting prospectiye students to their studios a,
fol' the u.ltimate purpose of selling them a course or a series of
courses of dancing instruction , the respondents have offered many
inducements and made many statements and employed various tactics
by means of radio broadcasts , telephone calls, and representations
use of ne'I\"5paper ach"ertisements and in various other ways.

10. S,uch inducernents consisted of appeals to lonely and to age.d

people llnong others ly110 I\"ished to become good dancers, enjoy
parties , enlarge their circ.e of friends and acquaintances and, in

0lle instances , to find employrnent as dancing instructors.
11. I11ustrative and typical of respondents ' aforesaid pra.ctices arc

the fol1owing:

(a) They conduct telephone quizzes in which they state to pros-
pects that the winners of such quizzes will be eligible for a given
number of free dancing lessons.

(b) In other representat.ions made over the radio and thru other
media. : respondents state that:

(1) "giyen number of dancing lessons win bc given at a reduced
pnce

(2) "Gold awards" and various other awards denoting various
degrees of dancing proficlency are obtainable by persons ta,king their
said dance courses without disc10sing the pertinent facts rmc1 condi-
tions surrounding the winning of such awards : and

(3) pe.rsons who purcha.se their courses of instruction wi11 be- in-
vite(l as free guests to certain parties gi\ en by respondents I\"hore
they Ivil1 meet many interesting people nncl enbrge their circle of
acquaintances and friends.

12. In truth and in fact:
(a) \Vinners of the aforesaid quizzes and persons responding to

said .special offers of free dance lessons or lessons at a. reduced rate
are not : as a rule , :furnished n full time or bona fide course of dance
instrllC'tion as promised. On the contrary, a sllbsbntial portion of
th( time promised by responcIrnts to be devoted to dance. instruction
is deyotecl instead to efforts on the part of respondents, 01' their
ageJ;t . :0 Cn said students ac1dition8.1 (1ancing lessons. In the cyent
said tllclents refuse to pnrrhase nc1clitionfll courses of instruction
there itcI' they are ignored , embalTflssecl and treated as llnlyc1comecl

persons.
:2:2-

':-

"I: " o- s.:
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(b) In SOD1e instances, part or the dancing instruction promised

is furnished only upon the previously undisclosed condition that ad-
ditional lessons must be purchased.

(c) The "Gold Awards" are given only upon the completion of
a three-year course of instruction in respondents' dance courses, a

fact not disclosed in their initial advertising.

(d) Some students who enroll in respondents ' said courses are not
invited to respondents ' paTties , as promised.
Therefore, the respondents ' a.foresaid statements and representations
as described and rererred to in Paragraph 11 hereor are raise, mii'-
leading and deceptive.

13. In the course and conduct of their business, the respondents

announce in radio broadcasts currently in llSC that the..: ,,"il1 give
"free" a $100 Government Bond to the perSOll calling a gin)n te1e-

phone num beT.
l-:. In truth and in fact , to the per on calling such numlJer it is

announced that the answerer is a re.pre entati\' e of the Fred A::tail'e
Dance Studio. ""Vhen queried about the $100 GoyernmE'nt Bonel gift
the ca11er is advised that in order to qualify for such a ;;gift" it \\"ill
be necessary for the ca11er to come. clo"n to the studio and sign a

contest entry blank. The contest entry blrmk turns out to be a con-

tract for the purchase of a course of dancing instruction and the
free" Government bond is to be applied on the tuit.on fee charged
for the dancing course. Therefore the respondents: representat.ion

referred tD in Paragraph 13 hereof is false : misleading and deceptive.
15. In the course and conduct of their aforesaid business. respond-

ents have : for the purpose of selling initial and supplemental courses
of dance instruction : employed other unfail': misleacling and coel'ciye

tactics , al1lOng ,,-hieh are the fol1mying:
(a) The use of "reJay snlcsmanship : inyoh-ing Euccessi,-e efforts

of a number of different representatives ,,,ho , by force of numbers

and unrelenting sales talks , and ajded by hidden listening devices
monitoring conversation with,the prospect or pupiL attempt. to per-
suade and do persua.de a lone prospect or pupil to sign a cont.ract for
dancing instruction.

(b) The use of blank or partially filled out contract forms where-
by the pupil or prospective pupil is led to believe his fllaneia1 obJi-
gation is suhstantially less than what respondents or their represen-
tatives consider due and payable.

16. In their efforts to procure dancing instructors and for the
further purpose of selling their courses of dancing instrl1etioTI 1 the
respondents advertised in the "IIelp ""V anted sections of ""Vashing-
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ton, D.C. daily newspapers that. they were offering to pay $3 per
hour for dancing instructors.

17. In trut.h and in fact, upon answering such advert.isemcnts , ap-
plicants Iyere -informed that the S3 per hour referred only to instruc-

tors who held respondents

' "

Gold A ,yarer' which took three years
of respondents ' training to obt.ain. Some of such app1icfllts were
oirered 11 job at $1.50 per honr; others ,,,ere promised snch jobs only
upon eertain conditions, allong \vhich '''as the purchase of a con1'se
or courses of respondents ' instruction in the Freel Astail'e i\Iet.Jwcl
of Dancing and the satisfactory comp)etion of same. The represenb-
tio11 referred to in Paragraph 16 hereof v;as thereforc fal:;e, mj
)eaLling and deceptive.

18. In the conduct of their business , at all times l)rntioneLl herein
responclents .lwve been in substantial competition in COmllel'Ce with

corporations, iinns and individuals likewise engaged in the snle of
dancing instruciion courses.

COXCLt:SlOXE;

1. The use by respondents of the aforc aid fnJse , misle,tcling and
dec.eptiye statements , representat.ions and practices llis had, and
110\\- has, the capacii)T and tendency to mislead members or the pur-
chasing puLlic jnto t.he erroneous :mc1 mistaken beliei that sai(l state-
ment:: and reprcsentations were and arc true and into the purchase
of substantial quantities of respondents : COllrses of dance instl'llc-
h(JIs by reason of saiLl erroneons and mistfkcn beEef.

2. The aforesaid acts and practices of respondents as herein

fonnd , were and arc all to the preju(l1ce and injury of the public
and of respondents ' competitors and constituted , and now constitute
unfair methods of competition in commerce ancl unfair and c1ec.ep-

bye acts and practices in commerce , in violation of Section 5 of the
Federal Tracle Commission Act.

onDER

It ii: orde? That respondent Fred Astaire Dance Stm1io , 'Yush-
illgton Inc., a corporation, and its offcers, anu respondents
Patrick W. Arabia , Eugene T. Valentine , and Lea IV. Peele!, indi-
vidually anu as offcers of said corporation , and George J. Stronl.
bos, individually and as l\Ianager of said corporation, and respond-
ent Fred Astaire Dance Studios Corporation, n. corporation, and
respondents' agents, respresentatives and employees, directly or
through nny corporate. or other device , in connection with the so1ici-
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btiOI1 , acl\-crtising or sale of lessons or conrses of dancing instruc-
tion in commerce , as '; co1111e1'cc " is c1eJined in the Federal Trade

Commi ::ion Act, do forthwith cease and desist from:
1. Hepl'esenting, directly or oy implication , by means of radio

broadcasts, newspaper advertisements, telephone quizzes , 01' by
any other means , that a course. of cla,ncing instruction or fi speci-
fied number of dancing lessons , or any other service or thing of
va,hle , will be furnished free of charge , at ft. rednced pl'iee , or for
any pricc) unless the period or periods of bOlla fide dancing
instruction or other service or thing of value is in fact fnl'nishc(l
as repre,sented.

:? Hefusing to honor the terms and p1'o\.i5ion8 of any offer or
proJlllse.

3. Failing or refusing to disclose, HIe terms a11l conditions 
any orfer of prizes , a".ards, gifts or in,-itations to parties.

.,. Hequesting pupils or prospective pupils to sign uncompleted
contracts or agreements or misrepresenting to pupils 01' prospec-

tive pupils what is or will be due or payable.

5. Using in any single day "rehy salesmanship," that is , con-

secutive sales talks or e,fIorts of more tha,Il one representative,
with or without the employment of hidden listellin devices, to

induce the purchase of clancing instruction.
6. Representing in any manner that dancing instructor jobs

are obtainable at their studio where the purpose of such offer is
to induce app1icants to purchase respondents ' courses of instruc-
tion or representing that such instructors will be paid $3 per
hour , or any other amount, unless such is the fact.

7. Falsely representing to or assuring pupils or prospective

pupils that a given course of daJlcing instruction will enable him
or her to achieve a given standard of clancing profieiency.

8. Contracting with a pupil or prospective pupil for a specific

course of dancing instruction and thereafter, prior to the, com-
pletion of the given course : subjecting such pupil or prospective
pupil to sales effort tmmrd the purchase of additional lessons
11llle3:3 (a) flny contract for ndclitional lessons is subject to can-

cellation by snch pupil or prospective pupil , ,,-ith or without
ca,nse , at any time up to and inelnc1ing one week after t.he com-
pletion of the units of dancing instruction previously contracted
for. Iyithollt cu t 01' obligation, r:,:c21't that a cllnrge mny he
mnde for not in excess of byo flch1itional lessons furnished c1u,r-

i11g- such \"eeL: and (b) n,1l of such units previously contracted

for shaJl be used or completed prior to the commencement of the
additional lessons.
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9. Using any tcchnique or practice similar to those sct out in
Paragraphs 4 through 8 hereof to mislead , coerce, or iuduce by
other unfair or deceptive mel1J1S the purcha.se of daneing in
struction.

l)ECI lOX OF TIll: COilDIISSIOX \XD OnDER TO FILE .HEPOIn' ,H'

COMPLIANCE

Pursuant to Section 3.21 of the Commission s Rules of Practice

effective August 1 , 1963 , the initial dccisionof the hearing e,xaminer
shal1 on the 12th day of March , 1964, hecome the decision of the
Commission; and , accordingly:

It is o1Ylered That the respondents herein sha11 , \yit-hill sixty (GO)

da.ys afte.r service upon them of this order , file ,,-ith the Comm ission
a report in \vriting setting forth in detail the manner a.nd form in
which they have complied \\"ith the. order to cease and desist.

I:: TJ-TE :\L\TTER OF

CENTRAL LINEK SEIWICE CO. , INC. *

ORDER , ETC. , IX REGARD TO TIlE ALLEGED VIOLATION OF 'rHE FEDERAL

TRADE CO:'DUSSION ACT

Docket 8558. Comp/a,vllt, Mar. 1963 Decision, Mar. 13, 196!r

Order requiring a corporation engaged in the linen supply business in the

District of Columbia, Maryland, and Virginia , to cease cooperating with 12
other linen suppliers in the same area to allocate and trade customers
among themselves , to refuse to service competitors ' customers except with
such competitors ' permission and to notify competitors when certain of
t.heir accounts bad asked for service, and to falsely disparage competitors

and tbeir opprations.

COJ\rLAIKT

Pursuant to the provisions of the Federal Tnlc1e Commission Act
(38 Stat. 717, 15 'G. A. Sec. 41, et se'l. , 52 Stat. 111), and by yir-
tue of the authority wsted in it by said Act, the Federal Tmcle
Commission, having reason to beHeve that the party listed in t.he cap-
tion hereof, and hereinafter more fully describecl, hils \"iol8.tocl the

provisions of Section 5 of said Act , and it appearing to the, Commis-
sion that a proceeding by it in respect thereof would be in the pubJic

. The Cornmls lon accepted a consent order, docket o. 85:-)9, to cease Rnd de \st
ng;)in t the ot!l€r nlleged c(lron rlirnt()!'s ;n this p!'(1cec(Jing. p, l.')JO h(m jIl
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inte.rest , hereby i2snes its complaint llga,inst the party named herein
as respondent , stating- its charges in that rcspe.ct as 1011ows:

\IL\Gn, I- 1. Hcspolltlent Central l..incn Service Co. , Inc. , is n
corporat.ion organized and doing business uncler the laws of the State
of JUnryland , with its offce and principal place of business locnted
at 2149 Que.ens Chapel Road , N. E.

, ~

\Vashingt()n. D. C. Said re-
spondent is engaged in the linen supply business in the District of
Columbia , :.Jaryhnc1 and Virginia, rmcl in 1937 had an approximate
volume for linen rentals of 8300 OOO.

\H. S. Various corporations not made respondents herein parti-
eipate.c as co-conspirators "it.h the respondent in the conspiracy,
combination and agreement charged herein and performed acts and
made st ltements in furtherance of' said conspiracy, combination and
agreement. Said co- conspirators inc lucled among them the following:
American Linen Service Co. , Inc.. a corporation organized , a.nel

existing under the la\ys of t.he District of Columbia. with offces 
\Vashington, D. C. C & C Linen Service, Inc. , a corporation orga-
nized and existing under the la\ys of the State of laryla.nd , with of-
fices in ,Vflshington , D. C. Capitol Towel Scryice Company, Inc.
corporation organized and existing under the JfLWS of the State 
Jfarylanc1 with offll:es in "\Vashington D. C. District Linen Service
Company, Incorporated , a corporation organized and existing under
the la"is of the District of Columbia , with offces in Washington
D. C. Elite Laundry Compan)' of Washington , JJ C. , Incorporated.
a corporntion organized and existing uncler tIle In\ys of the Stnte of
Virginia with offces in ,Vashington. D. C. ?\foclel'n Linen Sen'ice
Inc. , II corporation organized an(l existing lll(ler the la,yS of the
State of ::Iarylancl , \yith offces in ,Vashing-toll : D. C. at1onal Laun-
dry and Linen Service. Inc.. a corporation organized and existing
uncleI' the la,yS of the District of Colmnbia. ,yith offces in ,Vashing-

ton D. C. Palace Laundry. Inc. , a corporation organized n.nd exist-
in:! nnder the. laws of the State of De111\\a1'c. \Y1th offces in Axling-
ton. Virginia. Palace Linens. Inc.. nnc1 Stanc1nrcl Linen Suppl . 1ne..
both \Yholly- O\yned subsidiaries of Pabce LrlUncll'Y Tnc.. are corporn-
tions organized anc1exi ting nnc1r1' the la,ys of the State of Virginia
with offices in Arlington , Virginia. Quick SCITice Laundry Corn-
p,U1y a corporation organized and existing under the laws of t.he

State of Delaware , ,yith offces in ,Vnshington. D. C. The Tolman
Laundry. doing bnsiness as the ,Vn hington Linen Service. fl cOt'pO-

ration organized and existing under the b.ws of the District of Col-
Ilmbia. with offces in ,Vashington. D. C.

\R. 3. The linen snpply business consists of leasing and deli\ rr-
ing clean linens at. recurrent inter\'als , general1y of one week or 1e5::
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by re pondent , and the above-named corporations not made rcspond-
ents herein , to users located in the States of l\Iary1fnd and 'lil'gillia
and the Di trict of Columbia. in connection ,yith the users trnde
business or profession. Part of the service consists in the rCllond of
soiled Jinens for \yhich the cJean linens are replacements. 'l'he re-

spUJHlent linen supplier regularly causes such soi1ed linens to be

tmnspol'ted from its cllstomel's places of business located ill the States
of lnl'ybnd nnrl Virginia and the District of Columbia to laundries

ilnd nfter laundering they aTe again regularly caused to be trans-
ported by the respondent linen supplier from the laundries to its cus-
tomers ror reuse. Accordingly, there hns been and is no" a constant

ancl cont.inuous current and flow in interstate commerce of such linen
supplies between respondent and its cllstOlners located in the States
of JIal'ylanrl ftld Virginia and the District of Columbia. Respondent
therefol'e is engaged in commerce , as '; commerce : is defined in the
Fec1ern1 Trade Commission Act.

\H. -1. The, linen supply market in the \Yashingtoll , D. metro-
politan area , ,,,hic11 consists of the District of Columbia , the Cities
of .AJexflnrll'ia and FaDs Church , Yirginin , the Connties of Arling-
ton and Fairfax , Virginia and the Counties of Iontgollel'Y flnrl
Pl'illef' nC(H'

!!.

, :JIal'y1ilncL i::; dominated hy tJH' Ycuions corporations
not. made respondents herein Hnrl by respondent herein , who are the
major suppliers in this market.

\H. 5. For many year , and cont.inuing to t.he present time re-
sponc1ent and the ynl'ious corporations not made respondents herc1JL
haye maintained , effectuated and ( arried out , and maintain , eflectu-
ate , and carry out a conspiracy, combination , agreement and under-
standing in the rental of linen supplies in the metropoliim1 area 01

\Vashington , D.C. as more fully set. ont below. The respondent an(I
the \'arious corporations not made respondents herein entere(l ihis con-
spiracy at vnrying times and contributed to carrying it out and to
its effec.t by different means and methods.

PM':. 6. As H part of : pursuant to and in furtherance of the afore-
said Hgreement , understanding, combimttion and c.onspiraey, respond-
ent nnd the yarious eOl'pornt.ions not nHmed respondents horein , haye
for many years past and continuing to the present time , combined
conspircd, agreed, and cooperated between and mnong them5e1n:s
and others to control the solicitation and allocation of customers by

al'iol1 means and methods of \yhich the follo\ying are typical , but
not all inclusive:

1. Agreed among themselyes and \yith others not to solicit the cus-
tomers of certain of their competitors.
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2. Instructed their salesmen not to soJicit the accounts of ('edaill
competitors.

3. R.efused to service customers of certain competitors even tlllnglJ
snch accounts requested their SCITicc..

4. Requested and secured permission aT certain of their cnmpeti-
tors to service the customers oi snch c.ompetitors.

5. Traded customers between and among thernseln
G, ,Yarned competitors that certain ' of their accounhi had ap-

proaehed respondent for service in order that snch competit01'E c(mlc1
take measures to hold snch accounts.

7. l\:facIe or caused to be mnde fa1se and disp,11' 1ging remarks con-

cerning the financinJ standing, business integrity, and quality of sen-

ice of new competitors attempting to enter the metropo1itan 'Yash-

ington C. linen supply market.
8. Offered the customers or prospecti,-e custOlners of lle\y competi-

tors in the metropolitan \Va.shington , D. C, area free service or rentals
below cost for the purpose of impairing the. ability of ne\ycnnwrs to
compete in the linen supply business.

PAIL 7. Further contributing to the elimination of competition 1)(-

tween and among respondent. and the various cOl'porations not made
respondents herein and to the effects of the Hgreellent nnc1('r tanc1-
ing combination and conspiracy, has bern the utilization by respond-
ent. and certain of the various corporations not lnacle respondents
herein of rC(luil'ements contracts. Such c.ontracts requiring eu: :inmCl
to tnke all their linen supplies from one suppJirr are dl;ll'actC'l'izecl

by nnreasonably long term cont.racts and lengthy antomatic rene,ya1
after the expinltion date , \yith inadeqnnte prm-isioll for cancelLlt ion
by customers of respondent and the v,uioHs corporations not m:Hk
respondents herein.

8. Commencing on or about 1953 -\merican Linen S, er\"icE'

Co. , Inc. , Elite Laundry Company of \Vashington , D. , Incorpora-
ted and Xational Laundry and Linen Sen- ice , Inc. either aired!:\" or
indirectly acquired fifty percent of the preferred and the voting" com-

THan stock of the C &; C Lincn Service, Inc. Snicl corporations not
lnade respondents herein , at. that time constituted four of the fiy(:
largest of the eleven major linen suppliers in the metropolitan 'Y:lsh-
ington , D.C. area. As a. result of such stock aC(l11isition , the I',-'1ated

yoting a.rl'angement and the use of interlocking airector;; and off-
cers, competition that normally would haTe existed and (lid exist to
ft certain extent between and among these particular corporations not
made respondents herein \Tas restrained , hindered and snbstantially
eliminated, thus further contributing to the deterioration of compe-
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titian in this market. The foregoing relationship '''as not dissoln
unti1 011 or nbout Iarch of HJGl.

\n. J. ).Tmv entrants to the linen supply market in the metropoli-
tan , IV'lshington , D. C. area , hay e been hinderecl , handicaped Hnd pre-
enlec1 from cOlnpeting succe sfully in t.he linen supply business he-

eflllSc. or the unfayorable competitive c.imate present in t.his market
and brought. about by the unfair prac-tices and eonclltions hercinbe-
:fore c1esel'ibed.

Some, of these concerns have been acquired by corporations not

made respondents herein : thus removing them as competitive factors
in this market. The purchase agreement pbced these linen llpp1y
operators under restrictive covenants, prohibiting a return to the
linen supply business , in many cases : for periods exceeding fn' c years.
These. acquisitions coupled ,yith the unreasonable .length of the re-
strict i,,'c covenants ha , e been an important factor in contributing to
the anti-competitive praetices in this market and faci1itated these
corporations not made respondents herein in p1acing in effed and
('arr 'ing out the agreement , understanding, and conspiracy as herein
alleged.

or example , in .Tune. 1953 , the linen supply business of Columbia
Linen Service , Inc. , was purchased by National Laundry and Linen
SeITice, Inc. , then operating as National Laundry Company; in De-
cembe.r 1855 : the linen supply business of Union Linen Service , Inc.
,vas purchased by Palace Laundry, Inc.; in Ap1'i11936 , the linen sup-
ply Imsiness of Capital Laundry, Inc. was purchased by C & C Linen
Service; in AprillD7:9 , the stock of Love-Iy Linens , Inc. , ,,,as acquired
by the, C 8: C Linen Service , Inc.

\R. 10. The agreement, understanding, combina60n and conspir-
acy. and the acts and practices of respondent and the corporations

not m,lc1e respondents herein pursuant to and in furtherance. of, or
in cont.ibution to same , as a.lleged herein , have had and do now
haye the eIred of hindering, 1essening, restricting, restraining, de-

stroying and eliminating competition , actual and potential , in the

rental of linen supplies; have deprived customers of the benefits of
fun and free competition and seriously hampered their exercising
free choice in the selection of the-ir suppliers; haTe hacl and do nmy
lwve i1 tendency to unduly hinder competition or to create a 1l0nop-
olyin re pondent and the corporations not made respondents herein:
have constit.uted an attempt t.o monopolize: have forec1osed markets
flnd acc.ess to markets to competitors or potentia.j competitors in the
linen snpply busines : and aTe all to t.he. prejudice and injury of com-
pet1to;.' s of respondent and the corporations not named respondents
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herein and to the public; and constitute unfair methor1s of competi-

tion and unfair acts and practices in commerce within the iJltl'ut and
meaning of the Federal Trade Commission Act.

31)'. II enl'.l I. Lipsky, ..1188 Dca!1Jw B/UgCi\ supporting the com-

plainL
JII. Hyman Ginsberg, of Baltimore , :lId. , for respondent.

IXITIAL DECI810X BY ELDOX P. SCHRL"P , 1-IL\IUXG EX.

\:,.

-\Xl_ \RY :J1 , 1f:i(j.

STATE rEXT OF pnDCEEDIXGS

The Fcclera.l Trade Commission on :JIarch 6, 1063, issl1ec1 its COI1-

p1rint charging Central Linen Sen-ice Co. , Inc. , \\"jtlt ,'iobt.ion of
Section;) of the .Federal Trade. Commission -\ct. The comphint a1-
Jeges the respondent to be engaged in the. linen rental supply business
in the District of Columbia , l.Iaryland and "Virginia , and tn lHn"

participated in a conspiracy, combination , understanding and agree-
ment. -with various other Enen rental suppliers so engagec1 to the

dIect of hindering, lessening restricting, restraining, destroying and
eliminating competition , actual and potcntial in the linen 1'e11L11 up-
pJy business in the said market area..

Respondent and these various other Jin('n rental supplicl' !'o en-
gaged but not na.med as respondents in the instant complaint 1 are
alleged to be. the major suppJiers in and to dominate the linen rental
supply business in the aforesaid market. area and to havc combined
conspired , agreed and cooperated betlycen and among themseh-es to
control the solicitation and alJocation or linen rental cllstollel'
the said area by the follo)"ing means an(lmethocb:

1. Agreed among themseJyes and ",yith others not to solicit the
customers or certain of their competitors.

2, Instructed their salesmen not to solicit the accounts of certain
competit.ors.

1 'These other alleged co.consplrator IInen rental suppliers not named as respondeuts
in the instant complaint include the respondents in Docket No. 8559 In the Matter oj
American Linen Scr!"i('(' C()., 111('.. (p. 1.':5G hereinl a ("0rjH1rntion: C S, CLine;) :-en- je,.
Inc., a corporation; Capitol Towel Service Company, Inc" a corporation; District LInen
Service Company, Incorporated , a corporation; Elite Laundry Company of Washington.
D. C., Incorporated, a corporation; Modern Linen Service , Inc., a corporation; National
Laundry and Linen Service, Ine" a corporation; Palace Linens, Inc., a corporation;
Quick Service Laundry Company, it corporation; Standard Linen SupplY, Inc. , it carpo-
ration; 'l.he Tolman Laundry, a corporation , doing businesf' as Washington Linen Service.

The respondent linen reD tal suppliers in Docket No. 8559 are presently subject t0 it
March 6, 1963 CommissIon order accepting consent agreement and deferrIng servief' 0:1

dedsion and order to cease and desist pending Issuance of t11e CommissIon dec!slon in
the instant matter.
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3. Refuscd to service customers of certnin cOlnpei itol's en:ll though
such accounts requested their service.

4,. Requesteel and secured permission of certnin of their compe.ti-
t01' S to servicc the cust.orners of snch competitors.

5. Tra.decl customers bet.ween and among themsc1ves.
G. \Val'lled competitors that certain of their accounts had ap-

proilchcd respondent for service in order that such competitors could

take measures to hold such accounts.

7. Iacle or caused to he made false flnd disparaging remarks con-
cerning the financial standing, business integrity, and ql1aJity of
se.1'\'ic8 of new competitors attempting to enter the metropolitan
Washington , D. C. Jinen supply market.

8. Offered the customers or prospective customers of ne,,' competi-
tors ill the metropolitan \Vashington , D. C. area free sen'ice 01' ren-
tals below cost for thc purpose of impairing the ability of ne,ycome.'

to cOlnpete in the linen supply business.

Thc complaint in the instant matte.r additionally al1ege:: that. fur-
ther contributing to the e1imination of competition bet,, ecn and

among the respondent and the aforesa.id other linen rental snppliers is
the mutual utilization 01 customer requirement contracts of llnJ'E'fl-

sonab1y long tcrms and lengthy automatic l'ene,yals '1ith inadequate
cancellation provisions tending to t.ie a eustmner to a lJfll,ticnbr sup-
plier. It as also alleged that certain acquisitions of business compdi-
tors by some of the saiel other suppliers, together with the ensuing
restrictin covenants not t.o compete exacted in such COmH'ctlon acted
to create an unhealthy competitive climate operating both to bar ne,y
business entrants into the afore.described market area as well as fur-
thering the aforesaid alleged anti-competiti,' e practices of the 1''
sponc1ellt anel its alleged co-conspirators therein.

Respondent and its said alleged co- conspirators are cha.rged to
haye thus eleprivecllinen rental customers of thc benefits of fnll a.nel
free competition and to havE', seriously hampered the exercise of fn
choic8 in their selection of linen rental supp1iers H1H.1 : further, to

have. forcclosed the aforesaid market area. and access thereto by l('hl-
al 01' potcntial competitors engaged in the linen rental sl1pp1y lmsi-
ness and attrlllpting' to (10 business in the said market.

Respondent riled an answer on April 3 , 1963. Said ans,yer admits
in part and denies in part the various allegations of the cornp la 1nt

and avers that the acts md practices set forth and described in the
instant complaint were not participated in by the respondent , but

to the. contrary, were done by the other linen rentaJ suppliers named
therein for the purpose of injuring the present respondent. Respond-
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ent s answer, in
HyerS as follows:

asking dismi sal of the comp1aint , concludc:s and

That further answering t.he Complaint, t.he Hespondent says that l1eretofore.
un numerous occasions , the Respondent complained to this Honorahle Com-
mission of the "arious acts and practices done by certain Corporations which

are not made respondents in the Complaint, and informed the said Commis-

sion that. an agreement, understanding, combination and compiracy existed
among certain corporations not made reSI)ondentr, in this CompJaJnt for the
purpose of injuring t.he ResIJondent by restricting, restraining, destroying and
eliminating. competition , actual and potentia1 , in the rental of linen upplies
in the a r(ia referred to in the Complaint and rcquested the Commission to take
action agl1inst certain corporations which are not made respondents in this
Complaint.'

olJowing fl motion by counsel snpporting the complaint, a pre-
hearing conference by agreement of respective connsel was set -for

ashington , D. C. on \Iay 3 , ID68. The prche,u'ing conference "\yas
recOln-ened on )Iay 15 : 17 : 24 , 20 flnd 31 , 196: , and by agreement of
the. p:uties rnade a. part of the reeord herein. C\. hearing on the
merits ,YHS held in 'VashingtoJl, D. C. on June 3 , 1963, through

June IDG3, anclupon the request of the responc1enfs corporate ofl-

cials '1 then ad.iourned until Junc. 11 , IDG:3:' The, hearing was resumed
on ,Tuly 1 , 1963 , and contjnuously proceeded tl11ough .\ugust 9 1063
when the case was closed on the recorcl.

Respondent : on October 11 : 1968, fied f1 motion to reopen the case
for the limited purpose. of brjng-ing in certain alleged material matter
stated to h11.Y8 been discovered since t.he case was closecl. This motion

The above pleading In respondent's answt'r to the allt'gat!ons of the complaint ,vas
the subject of a motion by counsel supporting the complaint and a ruling on t.he record
that It constituted an admission by respondent of the existence of the conspiracy allpg-ed
In the complaint, but that it (l1d not further serve as an !ulmlssion or proof of the
respondent's participation therein , 'Khich remained to be 8110wn by the complaInt CO!Jnsel.
See dl c\ls"lons by counsel and the Hearing Examiner at Tr. 294-301; 2216-2221;
2240-2241.

J Tr. 45; 162; 241; 290-2fJl ; 293.
'l:pon the withdrawal of counsel of record , as hereinafter related , respondent' s eorpo-

rate offcials made the showing of adequate authorIzation required and proceeded to
represent the respondent .9S provided for in Section 4 , Appearances (2) of th Com-
mission s Rnles of Practice.

Counsel of record for the respondent had withdrawn from the case during the pre.
hen ring conference of ?lIay 17, IfJ83, for reason of respondent' s offcials ' election to
pcrsonaH ' conduct the corporate respondent' s defense. A certificate of necesslt.y was
eertifipd to the CommissIon on June 11 I!W:3. explaining respondent's requested need
of ag;l1n obtaining legal counsel and the asked for postponement of the hearing until
.Tul ' 1. 1863. The Commission, on .Tune 17, 1863, granted leave for snch requested
hoJding (If a non-continuous hearing and respondent' s former counsel re-entered the case
on .TnJ! 1. 10G:3, to its final closing of record on November 20, 1963.

Tr. 302Q.
7 Rf'SpO;H1ent'

" ('

onnseJ , in conjunction wltb the prior tjJing of proposed findings, con-
clusIons and brief , had also submitted a document entitled "Petition , Upon being in.
formrrl thRt tbe :record was closed and that such dOCIJrnent could Dot be considered , the
motion to reopen was filed.
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for such limited purpose was granted oyer Ole opposition of ('011-

plrlint counsel and a hearing was held 011 October 2- , 10G:3. fl1d then
adjourned until Xovcmber 20, 1063 , to ftllm\" complaint C'0111sel tlw
opportunity of presenting fl witness in explanatioll nnc1l'ebnrLl1. fol-
Ien-ring which the case was then again closed on the record.

The transcript of testimony consists of 3 114 pages. In additioJl to
the numerous documentary exhibits herein admitted of record
thirty-eight witnesses ,yen ca11ed to testify in suppo!'t of the. , t11E'ga-

tions of the complaint , and l'e:;pondent presented eighteen \yitn(' ses
in opposit.ion t.he.reto.

All counse,1 ,yere afforded fnll oppol'hmity to be hean1 , to examine,
and c.ross-exflmine an ,vitnesses presented , and to introdnce ::l1('h ed-
dence as is provided for uncleI' Section 3. 14(b) aT the COlllmi,;;;;ion
.Rules of Practice for ..\djnc1icatiye Proceedings.

Proposed findings of fact, concl11 ions and briefs , together ,,- ith
varions snppol'ting memorallcb. and replie , ,yerc flIed by re, pedi\"
OlllSel , :mc1 counsel supporting tlw compJnint submitted n prnpn::ed
order to CCflS8 and desist. Proposed fin(1ings and conclusion.: sllbJllit"
te(1 nnd not. adopted in l1bstan(,8 or fonn as herein fmmel ilJHT ('011-

cllHled arc hereby rejected.
"'-fter careflll1y reviewing the, entire record in this proceediuz as

hCl'einnboyc. described , and based on sneh record nnd the obse:Tn-
tion of the ,yitnesses testifying hel'E'in , the. folJmYlng FiJlllin9's of
Fact :-ud Conclllsion therefrom are made , and the foJ1mying Ol'1el'
issued:

FINDC'.wS or L\CT

1. Centrftl Linen Sen-ice Co. , Inc. , hereinn.ftel' sometiJles refcrred
10 as " respondent" , is a corporation organized and doing lmsiue

under the laws of the State. of )Iaryland, with its oilce nnd principa 1

place of business located flt 2140 Q.ueens Chapel Road E.. asl1-
ington , D. C. 11espondent is engaged in the Jinen rental supply lmsi-
ness in the District of Columbia , ldflryJanc1 and Virginia. Respon(1-
put operates one division which trades as the Uniyel'sity Linen Scr\"-
ice. The 1Jniversity Linen Service is engaged in the business of rent-
ing bed Jinens, towels , and simihr items to students attending nearby
colleges and llni\' ersi1:ies.

Respondent was incorporated in the State of )faryJrmc1 011 Octo-
ber 10 , 10,16 , and is owned and operated by the Pear fami1y. HellY
PeaT , President, Ethel Pear, Vice President , and Edith Pear Plesset
Seereta,ry-Tre,lsurer hold the stock of the corporation and iln' tllf.

Some of the witnesses called to testify In Bupport of the aJJega.t1ons of the C'ompla!nt
were Jater recaJIed by the respondent In the presentation of Its defense.
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Directors of the corporation. Sam Peeu' and .Joseph PefLI' are employ-
ees of the corporation.

Hesponc1ent has t\VO \yholly-owued snh'iJdal'ies; Complete Linen
Service and Acme l-IollsehoJd Linen Rental Service. Complete Linen
Service was incorporated in t.he State of :Jlaryland in 1957 and is
engaged in the linen rental supply business ill the metropolitan
Balrimore. J.Ial'ylancl markct aren. Responclenfs ofIcers and (Erec-
tors are the ofEcers and directors of Complete Lillen SCI'\ice. Acme
Iol1Eehold Linen Rental Senjce \vas incorporated in the District

of Columbia, in 1D49 and is engaged in the linen 8upp1y business at

t.he consumer level and rents 1inens to home . The offcers and direc-
tors or the corporation are as l'ollO\\ s: Sam Pefll' , President Henry
Pmu , Vice President and Edith Pear Plessett, Sccrctary-Treas1lrer.
Acme- Household Linen Hental S81Tice is operated HS 11 (li\-ision of
l'espoll(le.nt. D

2,. American Linen Scr\"ce, Co. , Ine. , hereimtfter 5ometimc rc-
fCTr('(l 10 flS " \Jnericnn , is a corporati.on organized and existing
nncler the hnys of the District of ColumLia , vi-iill its offce HTHl prin-
cipal place of Imsiness located at 2,;106 Georgia c'-y(:nue , K.\V. , ,Vash-
ington , D.C. American Linen Service Co. , Inc. is engaged in the
linrn rental supply business in the District. 01 ColumLia , J\Luy1and
and Virginia.

American Linen SelTice Co. , Inc., \Yflsineorpol'd:ed in the District
of Columbia. on February 13 , In57. Prior to ID57 , Americfll Linen

ervice Company was the co-partnership of Ben E. Singer and ,Jo-

seph L. Fradkin and wns established in September , 18;-:2. Ben E.
Singer 'Y:13 General ?\lnnager of the \l1e1'1Can Linen Service Com-
pany and is President of the ..American Linen SCITice Co., Inc.

\.l1eric(ln Linen Service Co. , Inc s 1anndry 1S processed by ,Ameri-
Cil!1 L,Hmdries , Inc. , 2306 Georgia Avel1H' :N.

'''.

, ",'lash1ngt.on , D.
AmericilTl Linen Service, Co. , Inc. is its exclusivc cnstomer. Ameri-
can Lnnn(1rics, 1ne. is OIynec1 and operate(l by Ben B. Singer and

oseph L. Frac1kin.
3. C &, C Linen Service, Inc. , hereinafter sometimes referred to

as ;; C 8: C:' , is n corporation organized and existing under the la \'S
of the Stote 01 laryhnd , with its offce an,) principa1 phce of hu,i-
ness IOl tl' (l at l.1tl1 and 11 Sh'eds , \VnSllillgt(Jll , C &. C

LincH SCl' ice , IllC. is enp' .g('(1 in the. linen l''lltal ll1pj:i- bnsiEcc;::;

in the District of Columbia , i\IaryJfl,ud and VirgLnia.
C & C Linen Se.rviee , Ine.

, '

was illCOl'pOratecl in the. State of :TLl1

ld in 103:1 and has Olle \,holly-owlled subsidiary corporation , Car-

Admitted in paragraph one of answer; Tr. 1S53-185G; 1862-1860
)0 'Ir. 1001- 1004; 1052-1054.
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roll Laundry, Inc. Eehyarcl J. Clarke is President and Treasurer of
C &. C and is the. operating head of the corporation.

Prior to February! 1963 , C & C operflted two additional wholly-
owned subsidiary corporations known as Clarke Lfluudries Corpora-
tion and Lovely Linens, Inc. In Fe.hruary, 1963, both corporations

\\-

ere dissolved.

4. Capitol Towel SelTice Company, Inc., hereinafter sometimes
referred to as "Capitol Tower' , is a. corporation organized and exist-
ing under the hnvs of the State of laryland

, ,,-

ieh its oiEce and

principa.J place of business located at 500 Emer on Street
\Yashington , D.C. Capitol Tmvel Seryice Company! Inc. is engaged
in the linen rental supply business in the District, of Columbia
l\Iar land and Virginia.

Cnpitol Towel Service Company, Inc. is operate.d by lts Vice
President, and General JIanager, Robe.rt 1-1. \Vilclman. 1\Jr. \Vilcl-
man has been Vice President and General ).Ianager of Capitol Tcw;el
since 1947 and formulates antI directs the policies of the company.

5. Dis1.rict Linen Service Company, Incorporated, hereinafter

sometimes referred to ns ';District", is a corporation organized and
existing under the laws of the District of Columbia , ,,,ith its offce

and principa1 p1ace of bn ine.ss located at 56 L Street ! S. , \V'ash-

ington , D.C. District Linen SenTicc Company, Incorporated is e11-

gagerl in the linen rental supply business in the District of Colum-
bia larylancl anel Virginia.

The District Linen SenT ice Company, Inc. ! was incorporated in
the District of Colmnbia in 1860. l) rior to incorporation , the District
Linen ::ervice '''as f1 partnership trfl1ing as George E. Cal1as nnel

Ueorgc G. lIcon. The partnership was formed in October of 1038.

District LincH Sen- ice Company, Inc. ": officers and directors ,HC as

follo\,, : President, George E. Ca.lla. , Vice President (Honorary),
)11'5. George E. Ca.llas , Vice President (Honorary), 1rs. George. G.

lIeon , Secretary-Treasurer , George G. 1IeonY
6. ElitE" Laundry Company of \Vashington, D. , Incorporated

hereilw1tCl' sometinles referred to ,1S ;; Elite\ is a corporation , organ-

ized 'tlHl existing uncler tllE 1,1\Y ot the State of Virginia , \Ylth ib
ofIce nnd principal place of business located at. 2118 - l-:th Street

\V. , \Va::.bingtol1 , D.C. Elite Laundry Comlx1l - of ,VnshillgtOI1

, Incorporated is engaged in the linen renta1 supply lmsinrss ill
the Di..ctl'ict of Col11mlJia. :JIarylanc1 and Virginia.

11 Tr. :)13-516; 52(;- 527;
11'lr. S91- S94.
Tr. 1499-1505.

(jfJ; 156. 15G5.
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Elite Laundry Company of ,Ynshington , D. , lncorporato'd was
incorporated in the. State of ,,;'il'ginin in 10U7. George Y. Klinefe1tel'
IS President of EJite Laundry Company of ~\Vashington C. In-
corporated. I-Ie has been President since 1946. Other oilcel's are:
George Y. Klinefelter, Jr. , Viet' - Presidcnt , Brent 1-1. Fal'g2L' Jr.
Secretary and Herbert :M. Day, Treasurer.

T. :\Iotlel' n Linen Sen- ice , IllC. , hereinaftcr sometimes l't'i'rn:ccl to
as "::\foc1ern :' is a corporation organized antI existing unller tile JaIlS
of the State of IaTylancl , \yith its offce and principal pLlce of
business located at 5011 Croston Street, HpttsyilJe , :'L1ry1and.
.:Ioc1ern Linen Sel''iice , Inc. is engaged in the linen l'ent(11 2t1pp1:,:
business in the District of Colurnbia farylan(l nnd Virftini,1.

Iodern Linen Service , Inc., was incorporated in the SL1te of

laryland in 1050. George Peter Cokinos is President and ::Ianager
of :Moc1ern Linen Service, Inc. Other oflicers are: T. D. SC1:11" 11011S

e('rpt;liY. Cat.herine Scb,,- onnolls , Tl'E-;liOllJ'E.'l. and Bel,':' CnkiJlO
Vice Prcsident.

i\IoderIl Linen 8en'ico , Inc. , ,vas L "bobtailer" untD ,Tan:l,1I \" of
10G2. A. '; bobtailel' " in the linen suppJy busine s is it linen .C:llppl

service "without its own plant fac.i1ities. A ;;bobtailcr " mn:ot (lepend
on someone. else to process its linen. 1 -

8. :Kat-ional Laundry and Lincn Service , Inc. , hereil1 lfrel' . "ome-
times referred to as "Xationar' , is a corporation organized and exist-
ing under the lalVS of the District of Columbia , Ivith its off: e and

principal place of lmsinC':c.:- locatcrl at :!O;J; ) 'Ycst Virgilli:l \.n' nlle.
, ,Yashington , D.C. National Lalln(lry and Linen Sen- il'e , Inc.

is engaged in the linen rental supply business in the Dj::tricL 01

Columbia, l\Iarylancl and Virginia.
Rationa.l Laundry and Linen Scn-ice, Inc. was incorporate(l in the

District of Columbia in H) ,) (;. Louis Decker i:o Treasurer and GC'r el':ll
la.nager of the National Laundry and Linen Sen'ice , Inc. Other

corporate offcers are: Sam Decker, President and Elaine Drcker
Vice President and Secrctary.

9. Palace Laundry, Inc., hereinafter sometimes referred to as
Palace , together I)ith its wholly-mvned subsidiaries, Palace Linens

Inc. and Stanchnl Linen Supply, Inc. , hereinafter sometimes re-
ferred to as "Palace Linen" and "St.mclard", all doing business as
Linens of the \Veck" , are corporations organized and existing under

t.he lalvs of the State of Delaware with their offce and prillcipnl
H Tr. 1533-1536.
11 Tr. 1234-1235; 1250.
1a Tr. 1257- 1260.
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pJac.e of business located at 1650 orth Ft. fyer Dlin , Arlington
Virginia. Palace Laundry, Inc. is engaged in the 1inen renhl ,o;l1p-

ply business in the Disirict of Columbia Iary1nncl and Yirginia.

PaJn,ee Launclry, Inc. , Stanclanl LillPn Supply, Tnc. : and Palace
Linens , Ine. were each incorporated in the State of DeLnyare jn itp-
proximately 1053. Robert L. Viner is President and TrE'a ul'('r of
Palace Launch.": 1nc.. nnd is (he oprrnting heacl of the hn inr

::.

Leonard Viner, Vice President of Pa,lace Laullclry, is Robert YiIll' 1"5

brother and is not active in the operation of the lm ine::". DaYld
Bl'C'ss , Hobel't L. Vjll(,I' attorney, i SCC'J'etar

Palace Laundry, Inc. , together \vith its "holly-owned sn1)" jdi(ll'ies
operate uncleI' the regisiered trade lUune, " Linens of the i'reek"
This trade lUllne has been in use since 1056. Palace Lflllncln", Ine..
Stanc1nnl T)llPlj Snpply. Inc. , and I: lia('e l..inen' IllC'.. ;HP \:pa1'lte
corpol'i1Jions. Standard Linen Supply, Inc. , ancl Palace Linen::, Inc.
operate as divisions of Palace Lallnc1ry, Inc. Each cOl'pOl'nriOll elOl'
f, dil1'ercnt type of 1inen snpply \\ o1'k. Palace Linens , Inc. OV, IF and
rents articles snch as sheets , pillO\y cases and bath to\Yel . Shlndarcl
Lincn Sl1pply Inf' . is l': pcJJsibh' for a11 other linen )' C'utnl iL(' ;1ld
seryices.

10. Quick Service Laundry Company, hereinnIter somE'tilie
fprrecl to as ;;Quick Service , is c.orporation orgnJJizec1 1Jc1 existing

unclcr the. laws of the State of D( la'Y81'e , ,Ylth its ofEce alid Pi'inci.
pal place of business located at. 1U16 Blaclensl.mrg HOill!. X.
\Vashington , D.C. Quick Service Lanndry CompfllY is en!:"aged in
the linen rental supply business in the District of CoJumbi:l, ::bl'Y-
hud and Virginia.

Quick SCl'- icp, Lanndry COllp(ll

- '\'

a:: incorpol'ated in tllt' ta!p
01 Delaware in 1035. Quid:: Service Laundry COllpan s ofEcer:: and
directors are: President, Penelope Papachrist Choati

, \

ice Presi-

dent , George E. Choat is, Treasllrer , Stephen J. Demas. JIlll :3ecl'e-
tary, Nicholas S. Demas. ichobs S. Demas is ",\.ssistant ::Ianager
of Quick Se.rvice Laundry Company.

11. The Tolman La.undry, doing busines as the ,Vashington Linen
SmTiee , hereinafter sometinws referred to as '; ,Y' ashingtollLinen
is a corporation organized and existing under the laws of the Dis-
trict of Columbia \vith its office and principal place of business lo-
cated at 5248 ,Visconsin Avenue, \Vashington, D.C. The Tolman
Laundry is engaged in the laundry, dry cleaning and linen rental
supply business in the District of CoJumbia , :Marylalld and yjrginia.

J7 Tr. 1315-1326; 1368.
Tr. 1201-1212.

224- 069- TO- .54
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The Tolman Lnundry ,vas incorporated in the District of ColuJl-
bia on Oetouer 2 IDO:2 and operates t\yO divisions: The, "iYashington
Linen Service and Tolman Laundry "iVholesale. Dry Cleaning SeI'\"-
ice., both located in Sih' cr Spring: Iarylnnc1. The \Vnshingtoll Linen
Service is engaged in the linen rental supply business in the Dis-

trict or Colmnbin, Thlaryland and Virginia. ,Villiam G. I-Lnykim;

is General )Ianager of The "iVashington Linen Seryice. ,YaJter F.
Brauns , Treasurer of The Tolman Laundry, is acti,-e. in the 01-('1'11-

ion of the. business.

1:2. The various linen rentlt! snppliel's named flbon: , l'.'cepting
responc1ent, are sometimes hereinaHe.r referred to collcd1yely as

cnl'p01' ation not m Hle l'e p()n(lellts hel'cill.
The geographical market area in,-olycd herein is t.he \VashingtOll
C. metropolitan area , \yhieh consists of the District of Columbia

the cities of Alexandria and Falls Church , Virginia , the c01mt1es of

\l'Jingtoll and Fairfax , Yil'ginia flnd the ('ounties of -'Iolltgomcry

and IJrince Georges, l\laryland. This geographic market arCfL is

here.inafte.r referred to as the \Vashington, D.C. metropolitan area.
The linen rental supply busine.ss consists of leasing and delivering

clean Enens at recurrent intervals, generally of one week or less by
responde-nL and the above-named corporations not made respondents
herein. to users located in the States of j)Ia.ryland and Virginia and
the District of Columbia in connection with the llsers ' trade , lmsi-

ness or profession. Pa.rt of the service consists in the removal of soil-
ed Enens for which the clean linens are replaeements. The respond-
ent aIld the said named linen suppliers regularly cause such soiled

linens to be transported from their customers ' places of business lo-
cated in the States of :Marylnncl and Virginia and the District of
Columbia to bundries , and after 1annclering they are again n' gu1arly
cam:ecl to be. transported by the respondent and the said linen snp-
pliers from the laundries to their cllstomers for re.use. Accorclingly
t.here has been and is nOIf a constant and continuous current and
flO\\ in inter. tate commerce of such linen supplies behleen n:spon(l-
enL the, said linen suppliers and their respect.iye cnstomers located
in the St.ites of Iarybllcl ancl Virginia and the. District of Colum-
bia. He.spoll(lent and the saicllinen snppliel' , there-fore arc engaged

in comnH'l'CC. as '; commerce " is c1dine(l in the. Fe(lrral Trade. C011"

mission _\et. 

'Tr, 

;)-

HS6; 1497.
o .-\(lmiTtr(l i!l lJiI'D.gTaplJ four of answer; 'Ir. 193.
\ .''.dn ,T(', 1 i:1 ll:lrngl'ilph three of answer; '1' 1', 1003 as to "American ; Tr, 516 as to

So C" . Tl' i2 as to " Capitol Towel" ; Tr, 1500 as to "DIstrict" ; Tr. 153G- 1:i36 as to
Elite , Tl'. 1235 as to ")rof1ern ; Tr. 1259-1260 as to "XatJonal" ; Tr, 131!J as to

Llnen of the iVeel, ; Tr. 1203-1204 as to "Quick Service ; and 'l' . 1486 as to
iVasbington Linen
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13. The linen rental supply business involved in the instant com-

plaint is to be distinguished from the business of industrial linen

supply rental in that the former consists of the rental 01 varions lin-
en articles to commerciaJ users , I'.hile the latter consists of the rental
of various linen a.rticles to industria.l users. Linen rental supply and
industrial supply rentals are generally considered to be two separate

uusincsscs. The end use of the product is the distinguishing charnc-
crist.ic.

Linen rental supply: the subject of the instant complaint: is the
rental of sueh linen articles as sheets : pil10w cases : bath imvels , hand
iowels, \vash cloths : bath rnats , table linens , napkins, aprons, bibs
frocks : j aekets , coats : shirts : pants and dresses to commercial users.
Linen rental supply products are stulldnrdlinen articles inte.rchange-
abJe anlOng customers. Standard articles on occasion became special
articles for the use of one customer by virtue of the requirement of
thc customer that its nalle : trademark or other identifying mark be
placed on its linen art.icles. Commercial users include such businesses
as restaurants , hotels : motels , barbershops : beauty parlors profes-
sional offces : business offces stores and markets. Linen rental supply
companies: in a.ddition to renting linens to eOl1mel'cial users : process
laundry for commercial concerns that 0,,11 their own line,ns. The
processing of laundry for businesses O\vning their O\vn linens is te.rm-
ed " ,,'hole.sa.1e laundri: and is a minor portion of the business of
linen rental supply. The. conversion of concerns owning their own

linen to rentals of linen is one sourcc of new business for the linen
supply industry. Industrial linen snpply rental consists of the rental
of snch linen articles as towels , coveraJls , overalls , shirts , pants and
other pll'ments to inclust-rinl users. Processing and hfl,ndling of the
soiled linen is cliffe.rcnt. Special formulas aTE required to remove oil
and grea,se stains from indust.rial garments. Industrial users include
such businesse,s as gaso1ine statiolls, factories: meat packing houses
printing houses and industria.l-type concerns.

Somelil1cn articles , such as cel'tajn garmcnts , are common to both
the commercia.l a,nel industrial linen industries. The linen rental sup-
plier from "hom such garments ,yould be obtained w01l1d depend
upon the m e io which the garment is put by the eustomer. For cxam
pie g,II' 1011tS Hseel b;y a, g"nsoline station ,vhere they arc doing ,Tork

\vith grease, like greasing cars and changing oil would be serviced
oy an inctl1strinllinell supplier. The 2nme blue shirt and pants, origi-
nating from the same manufactm'eL may bc used by a porter or de-
partment store \\-hel'e he only s,\ eeps f100rs and the like. In the latter
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case, the customer would be serviced by a commercial linen sup-
plier.

1:1: Respondent Central Linen Service Co. , Inc.. , and the y,lrious
other aforenamed Jinen rentaJ suppJiers not made respondents here-
in 

23 haNe been and are the major suppliers 24 in , and dominate : the
\Vashington, D. C. metropoJitan area Jinen rentaJ suppJy market. Re-
spondent and the aforcnamed linen suppliers not made respondents
herein have continuously accounted for m-e1' 80% of the tot d linen
rental supply sales in the said market during the, time period 1955
through 1961 , as the foJJowing tabulation " graphicaJ1y shows:

Year
: \Vasbingt.on

nrcu s.11es-
ail rompanie:-

Salei' U\'

Bnltimo
and other
companies

Sales b\'
Wa:=Jlington
comjJ: l'.jcs 1

vVnshington
comp; tnics

I perren cage of

"\VasLi:lg-toIl
area n1'lrket

1955_

_--

1056_- --

1957 -- -

---

105S- --

1959----
1060- - --
196L --

S2. 973 59S
416 022 I
418 078 I
111 862 i
203
761 391
290 , 162

.s217 , 42.8 !

~~~~~

, 170 2. :

2:30 aS3! , 1 S3 HH) 93.
:269 519 , .t , 149 4tiO I 93.2S2 676! 4 , S2 , lSG 94.
:3:0, 001 I 4. 0,i6. 736 93. ().
42S, 39:) 5 , 332, 99S 02.
;ji- 175 5 720 957 90. SS

_._ -_. ---_.

1 Ineludf'3 sales figures of abol1t $1- 000 yearly b c 1 ."1l:111

based eomp ' (/I.ndrc\\ s Linen Service) not naml'd in the
conspirator.

\\'

ashingt011, D.

complaint 1." a eo-

Contributing to the colledi ve domination of the "\Vashington , D. C.
metropolitan area Enen rental supply market shown by the above
tabnlatiou to be heJd by the respondent and the aforenamed Jinen
re.ntal suppliers , was the acquisition of rival linen rental supply busi-
nesses outside the alleged conspiracy but competing with the re-
spondent and the aforenamed co-conspirators in the said market

r. 513; 539-Q40; 607; 730; 892; 1003; 1085-1086; 2303-2305; 2372- 2377;
2382-2383.

n See footnote 1, pag-e 2 upra.
i\ RespoIldent' s J1nen rental sales, for example . ranged from $263 108 for 1955 on up

to 8460 666 for 1961. Respondcnt as a result, usually held a company sales rank or
fifth or sixth in the 'Washington , D. C. metropoUtan area market. Compare tables 1 and
2 hereinafter attached to and made part 0:1 this Initial decision. Tables 1 anr1 2 are
based on exhibits of record in thIs proceeding and are taken from Appendb: A , Proposed
FIndings of Fact, Conclusions and Order by complaint couDsel.

:1 From hereinafter attached tables 1 and 2 adopted and made part 01' thI,; Initial
decision as set forth in the preceding footnote.
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area. 'c 1Vhile the record does not show the additional annual linen
rentaJ sa.les ma.de to customers and pot.ential customers as a result 
t.hese acquisitions or in what amount such acquisitions contributed
to the coJlective market dominance shown on the preceding tabnla-
tion 7 it, "\yo111d appeal' clear t.hat, t.he elimination of this exist.ent
c.ompetition and the th"\yarting of its potentia1 gTO\yt.h would to that
extent remove anobsta.ce or threat to the effectiveness and purpose
of any conspiracy directed to the obtaining and the holding of the
potential or actual linen rental supply customers of the acquired sup-
pliers present in snch market. This is particularly '50 "\v11ere 8.8 here

pursuant to each acqu.isition , a covenant not to compete was exacted
which prevented further competition by the seDer of the Jinen rental
supply business not only with regard to the 8e11e1' s customer list, then
being purchased : but potential customers of such se.11er as ",- ell. 

In the linen rental supply business the securing of a restrictive
eovenant not to compete in the acquisition or purchase of a ri"\-
business appea.rs to be a. particularly effective guftrcl against. the rc-
llP\ynl of additional nnc1 further cOlnpet1tion in the market. con-
cerned. Pertinent to the foregoing is the fol1O"Ying testimony herein
of record:

Q. XO\-. . the purchase of Lnion by your company, sir, 'how much of that
invol'\ed cOl1Eideration for assets such as trucks, linen , etc.

:I The record also dlscloses Instances of varIou!' acquisItions, stock or property ex-
changes or relatiom;hips between and among the members or family of the aJle6"ed co-
conspirators. Whlle such are not shown to have enlarged t11c ag-greg-ate of the canspiracy
or to have subsequently Increased the over-aJl share of its collective market domination
it would appear obviom; that any consolidation af market power as between co-can splra-
tors would act to further insure the success of a conspiracy to eliminate competition.

For CJl8mple, the relntlo!Jship challenged In Parag-raph Eight of thc Instant complaint

between "American

, "

El!te

, "

:National" and " C '" C" , entered Into In 1953 and dis-
solved in early 1961. (See, Tr. 19G-197; CX nos. 209, 210)

27 'l' he,;e acquisition,; Included, as alleged and set forth In Paragraph Nine of the In-
stant complaint, (CX no. 346) the Unen supply business of Columbia Linen Servlee , Inc.,

. 'Xat:onal Laundry and Linen Service, Ine.. then operating as ::ational I,aundry Com-
pany: (CX no. 407) lInion Linen Service , Inc., purchased by Palace Laundry, I::c.
(CX no. 462) the linen supply business of Capitol Laundry, Inc. and (CX no. 11! the

stock of Lovely Uneus, Inc., purchased and acquired by C cf C Linen Service, Inc.
28 AILong other examples, the sellers of Columbia Linen Service, Inc., signed a 10-year

restrictive covenant (CX no. 345) not to engage in the llnen rental supply busIness
within a 50 mile radius from the \Vashlngton Monument located In Washington , D.

the sellers of Union Linen Service, Inc.. signed a seven-year restrictive covenant (CX no.
407) not to engage in the linen rental supply bnslness In Silver Spring, Maryland and
the rnetropoJitan area of greater Washington, D. ; the sellers of Capitol Laundry,

Inc. , sig-ned a ten- 'ear restrictive covenant not to engage \n the linen supply !msluess
within II 50 mile radius from the White nouse( ex no. 462), and the sellers of Lovely
Linens. Inc. signed 11 five-year restrictive covenant covering an area within a 2G mile
radius of the ",'lashlngton Monument (CX no. 211). The instant respondent, Central
Liner. Service Co" Inc. , purchased the eway Towel Supply Co. (CX no. 502) and, It'
such connection , required the sellers to sign a five-year restrictive covenant not to
engage in the linen rental supply business In Washington , D. , Alexar:dria , Virginia . M
Fairfax or Arlington ouDtles, Vlrginla.
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A. I recall reading last night that $35,000 of it was for restricti.e covenant

so that the remainder of some $60 000 (purchase price) would hay€ gone

toward trucks, merchandise , new merchandise, and goodwil of customers.
Q. ::ow, as to the purchase of Standard Linen by your company-How much

of that is involvea-in,olved consideration for restricti.e covenant?
A. I tbinl'-say about $800 000 of the purchase price.

Hearing Examiller Scbrup: I presume the reason you pay that price for the
restrictivE' covemmt Is to protect the goodwil yon are purchasing?
The Witness: Yes , sir. In other words , the linen supply business i!3 usually

11 ver,:.onalized hnsill€SS and nsnally the o\nlcr of 11)( busine,ss knows his Cl1S-

tomf'rs very ....ell. He bas bt"lJ down there , gotten the customers, he has settled
complaint for them. ,Vhen the business is sold. if he ".anted to, he could. go

hack in business and take haH your busines1' rig-ht away if he \,anted to,
becfl\1se fl lot of tllem are even personal social friends.

'" '" '" '" 

Q. Doe!' t.he restl'idiye covenant itself. once it i,"- signed.
of the seller?

A. Plus his gOlrJg into husiness in that area again.

Q. For any cust.omers?
A. Any customer: :res, sir.

It ,yin also be noted in the foregoing connection thAt attached

tflb1(' 1 an(l , on 'Iyhich the. prcccdinr.: tnbnhtioll is hase(l. S110\Y the
\Vashinf!ton D.C. metropolitan area linen rental snpply m ;lrket clnr-

ing the time periol1 presented to haTe been a market relatjycly closed
to conccrn!" otlH?T than 1'118 rcspoJ1(lent, 01111 the aforenftmc(1 Jinen

rentnl snpp11ers not. mac1e respondents in the instant proc'reding.
The e tables show 17 linen rental supply compG.nies doing bnsine

in thc saiel mnrket frOTH and ineludin,Q. lfr-);) through the. veal' 1061.
Twelve of these companies ere ba ed in the, \\Tashing ton
metropolitan area, four in nearby Baltimore Iaryland nd one in
tho adjacent St.ate of Virginin. Only one of these fiye rompanie
bnsec1 outside tl1e \Vashington metropolitan arefl and making sub-
stantial sales clse here was able to successfully penet.rate the metro-
poJital1 \Vashington , D.C. market to any sizeo1b1e degrec..

An illuminating and vivid testimonial description of the com-
petitiye conditions being then confronted in the metropolitan 'Wash-
ington: D.C. area 11nen rental supply market is found in the record

apply to Cl1"tomer!'

!l Tr. 2822-2825.
so The :Katlonal Linen Service Corporation, d/b/a the Richmond Linen Service I\flU. the

Fairfax Linen Servlee, bas its offce and prIncipal pJace of business In Atlanta, Georgill.

In 1958 it opened a depot In Fairfax:, VirginJa; In 1962 It opened a plant In AI(!:mndrla,
Virginia. Prior to 1958, linen supply cnstomers located In the part of VirginIa within

the Washington, D,C. metropolitan area were s-ened from Richmond. Vlrglnlrl. It did
not engrlg'e in business In the District of Columbia until 1963 (CX no. 497; Tr. 1664-

11370)
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of this proceeding flt Tr. 1- m)-14-G9. This 11lcontl'o\"el'ted testimony
by a fonncl' o\nH l' of one or the linen 1'l'JlL11 npply companies ac-
quired in this market 21 deals -with attempted brilJery, intimidation
and reprisals, as ,yell as the frustration of a customer attempting
to change suppliers. Pertinent excerpts from this testimony fll'C the

fol1owing:

Q. '''auld you explain, ),lr. Katz, ho;v you began to sene O'
Donnell'

Restaurant?
A. l\r. Thomas O'Donnell had an ad in the paper. He had trouble with his

linen. He couldn t go to another linen uPfJly. they wouldn t take him , and

there was no one else.
Q. Was there any linen supplier supplying O' Dollnell' s Restaurant?

A. There was only one supplying O'Donnell' s and that was Standard Linen.

Hearing Examiner Schrup: Do you \vant to correct your testimony?
The Witness: It is no correction of 1:estimon:'. The testimony is all right;

but with ODe exception in there. lYe are already now doing linen 'with
Donnell' , but there is one thing there before we took the O' Donnell !lccount.

Q. Go ahead, ::11". Katz.
A. That we had ,isitors in our plant that tried to top us from tnking the

account.
Q. What visitors were they, Mr. Katz?
A. We had Loewinger from the Kational Linen Supply.

Q. Here in Washington?
A. That is right. He owned Xational Linen find he was with a man b ' the

name of- , I remember him as Arcbie ZinnflmOJ1.

Q. Did they come together?
They both came together.

Q. What did they come for?
A. ",Vhen they walh:ed in, I didn t kno\v whnt tlJf:' caIne for. But OJ( llrst

question i

, "

How far are you from the O' Donnell account?"
I told him

, "

As far as this telephone.

He said, "'VeIl. if you want to use this teJppho11C . he s!lid

. "

I will p:i\' e :'OU
000. "

Q. For what?
A. Kat to take the account.

Q. ",Vho said that?

A. !\fr. Zinnamon.

B1 Columbia LInen ServIce , Inc" was acquIred h? the n med Don- pondent co-conspira-
tor (CX no. 346) National Laundry and Linen Service, Inc. . formerly Katlonal LaunJrv
Company, Inc. " Retter Linens , a partnership between the witness . and the O' Do!1!1e

Restaurant, formed to service only the said restalJrant , was not involved in this acquisi-
tion (Tr. 1416: 1419-1420: 1435).

Tr. 1417-1418.
3l\r. Zinnamon was one of the owners 0:1 Standard Linen Service, Inc. , which flrm

was later acquired by the named non.respondent co-conspirators Palace La1Jndry. Inc.
!InrI Monern Sl1ver Linen Supply Co.. Inc. (CX no. 405) suhject to a restrJ('t!.- f'ovenant
nnt tn rnmrptp ICX Ill). 400). Sep (f)) at rac:p 1.'142 fol' nwiJJ

::.
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Q. Go ahead.
A. And Ir. Loewinger butted in Ilnd said ;;1 wil giye you jive on top of

that; make it ten thousand dollars to stay away from that account,
.As soon as they left, I made a telephone call to Mr. Tom O'Donnell and I

told bim that I just had visitors in my place and he asked me who they were
and 1 told tbem-

He said. "What did you tell them?"
I said "If it is \"orth ten thousand dollars to them not to take the account

I vdll take the account,

He said. "Good for YOll , .Milton. They just ofIerer1 me ::ix months free linen
if I didn t change.

" H

Q. Did ::\11'. Singer ask you to call him \..hen one of American s customers

called for serYices?

A. He told me if I got a call, the nicest thing \Tould be to call him up and
let him 1mow and tl1en they would send down a representative to see-if I
call bim. to tell him , send a representative to straighten the account out before
I took it.

Q, And did you e"er do that:
A. Onf' tiroe.
Q. Do you remember what account it was?
A. I know the account. It ,vas the Cptown Restaurant.

Q. Wbere is that:
A. On Connecticut A ,enue. near the Uptown Theater. He called me up and

I asked him who you are dealing with, and he told me "The American Linen.
I w.i hf' frank. I ,ql... fIrnid. They didn t haT'e to ,',orry ahout me. I worried

nbout them.

Q. 

\\"

)W:1 on say " them , who is that?
A. By them I menn the whole Association, T never had a chance , I never-
Q. You mean the big companies?
A. The hig companie. . It was not one: it was all of them.

Q. Go flheac'.
A. T c:;llec1 up immediately Ben Singer.
Q. Did yon tRlk to ::11'. Singer?
A. It WfI" :\11'. Singer. he f'aid " Thank ou. ::11'. Kritz: we wil send somebodY

ont tn ,tr:1ighten it ant.

Q. ::11'. Katz. were ou enr threl1t.ened with reprisal in the linen supply
hu.si1Irf's. when yon were in the linen supply business?

\. I d0l1 t knm" ho'" to ans,,- er that. They just. almost put me out. of business.
Q. Dirl you ever, were you e'Ver-
A. :\0 bodily- harm , if that. j; what you mean.
Q. ;""

(" 

y-,n: a reprisal. Did yon eyer h::'Ve any rrprisal agHinst you?
A. \';f-11. t11EY fol1owed my t.rucks. )ly driver came in-
Q. 'Wben you 8a

- "

they , who-
\. T don t know. Somebody. My driyer

nfl'1rl tn leayc the truck gO ,,111n he mrHle
linen. thnt wa a lnnndry truck.

came in. he 'HiS afraid.
a drliwn" . And that was

II€' WflS

not ('yen

. Tr. 1424-1420.
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I had visitors in my plant and they put their hands on my back and I was
big enough ju t to get buried into the ground when I sa,,, those people.

Q. Rut after being in this business so long, you kne,v 
11m.. to handle these

little altercations or threats?
A. That is wrong. Nobody can handle them. sir. You just don t p!i1Y ,Yith

tick. It is dynamite.

Q. Were you all a friendly basis with the Pears?
.c, Alwa;ys on a friendly basis.
Q. Was this the same thing, " you don t take my customers and I don t take

your customers

A. "rell, that is a general rule for the whole .Association unless some outside

step from the Association, they want to make personal con tad with the people

that are going; into the business. You kno\v , it was a h01y rule for the As:"ocia-

tion , that if a man goes inside, they wil bury bim one \Yay or another.
Bnt in somp ('asps. likE' I lWH' l' kl1E"Y WllO Ben Sill.Q\'l' 'Yn . T 'iyn h,:,l !"J 1''

and meet Ben Singer. I never knew who Loe,vjnger was and I met Loewinger.

To my dismay, I met a guy from the Elite Linen , too , who stole me blind.
Q. V\ ell , as far as the operations with the Pears and Central Linen, was

there this same friendly situation where you don t take my customers .md I

don t take yours?

A. I left everybody a1one. I didn t bother much with an3'boely-. I 'iiWtf'f1 
bf' left alone. As far as they 'iyere concerned , if they could han token my

tomers, they would have taken they came np soliciting in my territories
and I never said nothing, I couldn t say anything. I eouldn t buck t11pm or

f1nyhody.
But with an due respect. I was afraid.

lindeI' ('ross-examination. the \YitJw s te tincd in part n foJJmy:::

Q. And yon Eaid thfit Mr. I .iust want to-we ta1ked about a boilt' r inC'dent.
\Ie got off the track. 1 would like you to clear that up. I don t qnite nnder-

f"tand that.
A. The boiJer ther blew up jn my place?

Q. Yes; 1 would like to hn,e that cleared up. Who b1ew it up?
A. You ten me and we wil hath collect.

e Jmd a visitor. I -':Rid before that we bad a bi g Jl'.flI1. I really llp,m that.
I am not sentf'd. I Rm a Jift1e guy and I don t scare from nobodY. never did
in m:v whole life. But ,ve Jwd :! atie BroTIn-do yon rrmemher Xl1tie Brown. R
wre,-:tler?

THF. 1YITXESS: Do you remember, your Honor'?
HEARIXG EXAMP\'ER SCHRlTP: I think I haw heard the linn1f.
THE WITNESS: Xatie Brown flnd I think Louie Krfln. . Two of tlw IOWE'st-

drnnl gangsters ;\on eYf'l" S:1"- in your life. T110;\ Cfl110 11)) to nw nnrl 'I\l!- tlJeir
11111(1,0: on 111' b:1(.J, 1111(1 f'nid " You wash 01l1 back and 'i\"e wil wash "0 ;11' back."

By J\Jr. Gin hen
Q. TJwt i;; the time of the holler iI1cinent?
A. ::\I.v boiler 1,)(\\ up that night. But I cnn t nn11r the people 'who did it.

---

'lTr 1437-14. ": Tr 1442-1444.
Tr. 1457-10.1-",
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Q. Now I want you to explain to me what you mean by receiving threats
from .aricus people. Explain that a little further.

A. Wel1 , I didn t tell you in the first place that I received threats. I said my
truck was being followed and I said two people came ioto my Vi ant and they

came in. I newr sa,,, them before in my life and I saw there was something
wrong there. They wanted me to buy advertising in Baltimore from tlWll and
stut! like that.

They did some work for the ::atiorml. I knew they were in for that purpose.
And that night my boiler blew up.

Q. Did you know where these people carne from?
A. l,Ve bad the police department tracking them. 'riley had a l'ellll::ylyania

car. I didn t keep quiet, neither.
Q. That is \yhat I \yanted to know.

A. 'Ve had the police in :'Iontgomery County. We haw a record of that.
There was a l'cnnsylyania car and they \yere watching that find didn t catch

them in time.
The same Pennsylvania car was there that night that the ofIcers saw.

Q. X 0'\ , you said tha t yon had-- they were fOllowing your trucks, our
truck. and tha t your place \yas blown np.

A. I didn t say by whom. I dun t know

Q. YOll don t kno\v by ,,-horn?
A. Xu, sir. 'Ve didn t catch them. I can t say by whom , sir. I wish I could

have.

Q. You said that you met a ::Ir. Lip"comb and 1 just couldn t get straight,

",-

hen yon melltioncd that. \Vho is :'ll'. Lipscomb'
A. 1 don t know whether it is Lipscomb or not. It ",-as in the Elite Laundry.
'YlH' n I did tIle \yol'k for O' Dollnell's on tbe Better Linen. I t )ld you he didn

pull my tongue on that. he should ha\'e. 'Yc did work for other peop1e. 'Ve
took the Allfls Club. the Fi,e O'Clock Club. Do you remember testifying on
that?

Q. Ye:-.
A. When I CHme and deli"ered beflutiful , brand-new 1im' Il to the At1as Club

arnl we came (1own to make lDother delivery in there to pick up our other

linen. we found flU our linen 'Wfl.' tolen . Tiley robbed us. They robbed us of the
Five O'Clock Club.

That was the linen peoVJe be('au e we found our linen in the Elite Laundry.
Q. That is whnt. I wanLE'll to I;:no",- . Yon found it in the Elite?
A. Th0Y TOblw(1 the Anas Club of the 1inen. Zinnamon robbed the Fi,e
Clock Club of the linen and he took Compact1inen from me.
You . 1l0u1dn t cross examine me. 1 cou1c1n t help you , sir.

" .

15. T1w. uncont.roverted and substantial weight. of the probative

testimony of record in t.he instant proceeding ronclusive.ly estab1ish-
es that, an agreement 11nc1erstanding combination and conspiracy,
as charged jn the comp1aint existed bet\yeen and among the co-con-

Tr. 1459-1460
S8 Tr. 1461.

9 Tr. 1465.
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spiraLors not named as respondents herein to control the solieitation
,md allocation of linen rental supply customers in the ' Washington
D. C. metropolitan area linen rental supply ma.rket. .JO The substan-
tial ,yeight of this testimony H also establishes that the, respondent
Cent.ral Linen Service Co. Inc. , ,\"ith knowledge of the existence and
purpose of the said conspiracy. entered and participated therein : and
acted to promote the purpose for which it as formed.

This is not to say that the respondent Central Linen Sen-ice Co.

Ine. : during the conrse of the existent conspiracy, as not at v tl'ions
tiInes at competitive odds with other of its memher co-conspirators
in the, endeavor to protect and further enhance thc indivichml com-
petitive status of the respondent ,\"ithin the said market area. 
These instances of bnsiness conflict occ-urring during the course of
the conspiracy: and respondent's resultant. actions direded to its myn
protection and competiti'ie self-preservatjon do not" howeyer: sen-
to prove the non-existence of a. conspiracy or respondenfs non-parti-
cipation therein. The law as to this is clear for , as stated by the
United States Supreme Court: * * * e reject, as a question of law
the court's inference that the attitnde of snspicion , '\"Hriness and self-
preseT'iation of the parties negatecl a conspiracy. Uni-fed States 

Singer Nanufacturing Co. (1963), 374 U. S. 174 at 193.
Further in the above 8/nge1' 1111g. Co. decision , the, court cites ,\"ith

approval from its former decisions in Federal T1'ade Commission 

Beech-Nut Packing Co. (1922), 257 U.S. 441; United States 

Bausch Lomb Optical Co. (19H), 321 U. S. 707; United Slates 

Parke , Dad, Co. (1900), 362 U.S. 29 to the fo1Jowing effect:
Bot.h ca.ses teach that judicial inquiry is not to stop with a search

of the record for purely contractual arrangements * * * "'Vhether
the conspiracy was achien'c1 bv agreement , hy tacit l1ndel'stanc1ing.

10 See footnote 1. page 2 supra,
UOtber tbnn on some periphernl matters not necessary ot resolution to the derision

to he made in t1ls proceeding', there is no substantial testimonial dispute as to tbe
setual occurrence of the factual ;Jcts and practices relating to the allocation and solid,
tlltton of Jinen rental snpply customers among and between the various co-conspirators
herein shown of record. Co-complrator w1tne ses called by complaint counsel and in part
again 1\1so recalleil flS witnesses by counsel for the respondent al1 testified in substnT1Ual
accord and agreement in such regard. Hespondent Central Linen Sen'lce Co., In('.'s testi-
monial disclnimer flS to entering Into and participating In tIle said conspiracy does not

therefore Invol.e a test of cornparatiYe credibilty as between opposing' w1tnes e:; hut
rather Is to be treated as a legal conclusion on the record facts not within the pro\"ince

of the respondent to make. This legal determination Is one before. and is properly to be
made, on1y by the trier of the facts nfter and following- full and dl1e cnnsldern t100 of
all the relevant ;Jnd material probatt.e facts of record as well as the meaning and
signifJcance to be thereunto ttttached in the light of the applicable case law

IJ For example , see arrangements between respondent Central Linen Service Co. , IlIc..
anel co-conspinttor C & C Linen Sen-iee, Inc., at Tr. 600-606 nnd Tr. 1472-14SG: he
tween respondent Central Linen Service Co., Inc, flnd co-conspirator American Linen
Sery)(p C()mp:1IJ . IIIC,. nt Tr . 10::6-1n. 2: 10g2: :2. '!8- 23-!n; 23S7-23!J..
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or by acquiescence * * * coupled "with assistance in effectuating its
purpose is immaterial * * * 

: -

1., "Thus

: "

whether an unla,yful COJl-
bination or conspinlcy is proved is to be judged by v,-hat the parties
aetua1Jy did rather than by the \Yords they 11serl.

Another and further guide in the instant proceeding 1S the fo11o\\-
ing from United Sta.tes v. Consolidated La'undries Corporat/:on, et al.
(1961) wherein the appeJ1ate COllrt stated "an exprBssion of our
Vie\\-5 may be helpful to the trial caurf' : '15 ;; \.ssllning that CLlstom-

ers were allocated in the case at bar , no more need be proved: ,\,8
agree that the pe?' Be rule should be applied. \Ve fuil to see any sig-
nificant difference between an allocation of customers and an alloca-
tion of territory. See United State's Y. ,American Linen Supply Co.

CoX.D. Ill., 141 F. Supp. 105 , 115. Suppose for illustration that
appellants had ll110cated the Bronx to Consolidated, Brook1yn (0
General , and Queens to lodeTn Silver , resen-ing the. right to COJl-
pete ,vith each other in :\fanhattan. Clearly this hypothetical divi-
sion of markets would be unreasonable pel' 8e notwithstanding the
open compet.ition in lanhatian. S-imilarly their agreement to sup-
press all competition as to one phase of their IJl inc:- , i.c" old C'llS-

tomeTs, should be. pe7' se illegal irrespective of their competition for
new customers. And when , as here , the allocation is coupled with
predatory practices against independent linen suppliers in order to
compel them to join the conspiracy or be put out of business , there.
is even more reason not to permit the conspirators to jnstify their
activities on the ground that bus-iness expediency makes them rea-
sonable. " 4G

Consolidated Laundries Corporation eontends thnt it withdrew

from the conspiracy prior to the five year Jjmitation pe,riod pre-
scribed by 18 U. A. S 3282 , i. , before .January 31 , 1052. It

argues that the prosecutor s failure to connect it with any conspira-
torial activities nfter that date ,vauld justif:,- an -inference of 'litJj-
drawal. I-Iowever, it is ckaT that. a, confederate, once shown to haye
been such, has the burden of satisfying t1w trier of fact that he hf1(l

withdra,YIl from the enterprise. lTnited State Y. Cohen , 2 Cir. : l'i;
F. 2d 82 , 90 , certiorari denied 323 U.S. 790 , G5 S. Ct. 553 , SO L. Ed.
637; 17nited States v. Campagna, 2 Cir., 146 F. 2d 524. 527, cer-
tiorari denied 324 U. S. 8G7 , G5 S. CL 012 , 80 L. Eel. 1422. ,Ve ('al1-

From the Singer decision at page 193 citing the Beech-S1/t and Bausch Lumb
decl5'lons.

.. From the Parke, Davi8 decIsion at pag-€ 44, also cHIng the Beech-Xut and Parlee
Davis declsion

'" 2 11 F. 2d ;jfj;-j at pfll::e 57
,oP:lg'€S ::74- t)7;'



CE:'TRAL LI:"EX SERVICE CO, I:"C. J331

1307 lnitial Decision

not hold erroneous Judge l a.lmieri:s conclusion that ConsoJic1ateu
had not carried t.11i8 burden. :: 47

In t.he ljght of the foregoing ca :e la n , the record in this pl'occt'(l-

ing would appear to indisputably establish the. existence of a eOIl-

spil't'Lcy, anu the entry and the pnxticipation therein by the respond-
ent Central Lillen SelTice Co. , Inc. , as charged in the complaint. A
fe\\- pmtin llt testimonial cx('el'pt 1 allong many other like examples
of record to such etIect, arc as follows:

(1) Q. Did you bold-lYbat if un;r oilce did .you hold in the Linen SupplY
Association?

A. I held tbe offce of president.

Q. During wbat year or years?
A. FroTI 19J:9 to 1950, for a one-year period.
Q. Are you acquainted with who were the members of the association at the

time you were president?
A. Tbe American Linen Service; C & C Linen SerYice; Central LincH Sen-

ice; Quick Service; District Linen Service; National Linen Ser.ice; Elite;
l'olman s Laundry, to thc best of my recollection. (After pause) One addition-
Capitol Towel.

Q. Do you recall wbether
A. You are correct.
Q. -Linen?
A. 1'(' '3, Standard Linen.

Standard-

Q. You stated that you were sales manager of mite of \Va.3hington from
If)-1G to 10:-1(.. ,Yhat. irany nrn\Jgemcnts existed bet.ween Elite of 'Vasbington
and otber Linen Supply companies jn the 'Yashington , D.C. metropolit.an area?

A. The nrrangement \"as this. 'Vhen the account , or an account of a com-
pet.ing linf' lJ senice ",.ould phone us for sPlvice claiming dissatisfaction we
\"ould in torn telephone the competing company and give tbat compan ' an

apfJort.mit . to straighten ant the fjccount. If a competing company recei"ed a
telephonp ('311 from one of Elite s customers, the i"ame would apply. they

\"oultl (':111 us and give us fin opportu:nity to straighten out the account.

.. '" .. .. .. 

Q. Dia ou recpi\-c flny jnstructions not to solicit customers of competitors?
A. Yr,; . I did. We ,,auld not knowingly solicit cw;:tomers of n cooperative

('on('1",T:.

Q. Whnt in.c:trnctions if finy did you receive ,vhirh ronccrnl'ri dii"sl,t.i ned
rl1 tnilJE' " cf compnnjes that. were engaged in the Linen Supply Tental husiness?

A. Tn (':111 tlwt company. gi,c them an opportunity to straigbten out the
('U;:L' of (li;:sfltis:fnrtion.

Q. l' rkr to Il11liing an . effort to obtain that account?
A. Thn t. i c. correct.
Q. T11 ,Y113t arcf'. in what geogmphic arra was this done , sir?

,. T:iwl:renter \' asbin !?ton arr.a.

- J' :

! ::" ,

,7;
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Q. And the greater Washington area-what did the greater Wa hington

area include?

A. Xearby- C. and nearby I:J.ylaDd and Virginia.
Hearing Examiner Schrup: Did these instructions cover every linen supplier

\vbo did business in the area?

The Witness; i\o , they co,ered
and any other linen npplier \'\ith
basis.

members of tbe Linen Supply

whom we happened to be on a
Association
cooperative

Q. During this period that you stated of 19-16 to 1950 was this nn:mgpment
in existence during tbis period of time?

A. les , it \yas; but not for the cntire period ,Yitb some companie:3.
Q. And during this time, what contacts did you have with any of the com-

panies in the :Metropolitan D.C. area?

A. I would call by telephone a principal of the company. I would dial it or
I would put the call through the switchboard and then when the competing

company answered the phone , I 'would ask for the person whom I ,'.' !luted to
call , the principal , and discuss the situation with him.

Q. ?lIT. Russell
this arrangement.

ment'!
A. I kno\"\ of no companies

parties to this agreement!a

you stated tbat certain of these companies were parties to

"\Ybat cumpanies , if fillY, were Dot parties to tbis arrange-

in tbe group that I mentioned tbat were not

Q. :!lr. Russell, yon bad
customers. Yon had contact

A. That is correct.

stated yesterday that yon had contact regarding

,';ith Henry Pear of Ccntral Linen?

Q. During wl1at period of time?
A. I n'member distinctly, conversations aronnd 1948 and 1!J48 reg;m1i1Jg the

Linen Supply aCco1UltS.

Q. Did you call ::lr. Penr 01' did he call yon '!
A. Both. I called bim. On occasion , he \yould call rue,

Q. !Ill'. Russell , on wbnt if any occasions did Elite--t:hrough you-and Cen-
trnl-througb ::lr. Pear-not follo\v tbis practice tbat you just described?

A. 'When we were at odds with CentI'IlJ. Tl1ere was a ,,' , so to sa;;. going

on. 'Ye 'wel' e not in agreement, Dot in cooperation with tbem , which happened
OYer periods of time. 'l' hen this practice would not be followed. \\'e would take
their accounts; then tbey in turn , would take ours, \vithout preliminary call.

Q. Was there nny particular reason why you rC'member that. ),-Ir. Hu!-sell?

A. Yes. r rememlJer it because it ,,,as for one year during ' 49 to ' 50, I was
President of the Linen Supply Association Exchange, and it was during that

time, or just prior to that time. that we cooperated with CentraL There was a
sub equent period, a later period , ob, maybe some three-two or three years

s Tr. ;:89- 399.
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after this-a period of war, then a period
that period, I do not recall, Mr. Lipsky.

of peace after that. The length of

Q. 1\r. Russell, youstateu that there were times when Central was in 
dis-

agreement with this arrangement concel'ing dissatisfied customers. Is that
correct?

A. That is correct.
Q. .What caused Central to be in disngrpement with this procedure?
THg 'iVIT ESS: Central would complain tl1Rt Elite had disrl"gnrded tbe

flgreement; had taken accounts from them without prior notice , or Elite would
claim that Central had done the same tbing. This \yould lead to clisngl'eement
and for a period of time, there would be no cooperation between the two com-
vanies.

Q. How did Central and Elite then get together foJlO\dng thi" peri0cl of dis-
agreement?

A. Normally, it ,,' ould be by one or the other parties making telephone con-
tact and saring, " This is Ilot doing either of us any good. Let's talk about it.

Q. To whHt companies diU such imtruetions apply?
A. To the members of the Linen Supply Associ:tion and at times. to CpntraJ,

\Yhen they \Yere not in the Associntion , proYided \ye 'were on a cooJ1frati,c
basis at the time.

Q. Durillg ,"\-hat period of time was this

, .

"ir '

A. This was-the general iIlstrudioll-oY(' r ten yenr,,; that I wns in y, :loching-
ton from 194G to 19fi6.

(2) Q. :-11'. Gmf, yon stnted that the telepbOllC cnl1s mflde to eprtflin indi-
,iduals which you testified to in the certain companies with whom tbe"e indi-
,idnals \yere connected with , and the calls receh-ed from these incli,irluals of
these companies which were made witb regard to customers and the problems

concerning theocc customers and their supply, and that ihe purpose of this was
to straighten out these problems with the.'e customers.

:\T , when :rou could not straighten out the accounts , what did you do?
A. 'VeIl , usually we expected to be repaid for the volume , either by ca1ling

on their customer and getting back the volume that we had lost.
Q. This \YQuld apply to all of the companies?
A. At most of the times. :\'es.

HEARI:\TG EXAI\IIXER SCHRCP: ",Vould these eompanies consent to that?
The Witness: Yes , sir.

Q. '''hat arrangement , if any. was there between C &, C and Centrnl Linen
C'o,ering customers?
A. Wpll. part of the time we protected cm:tomers and he protected ours.

Part of the time he didn t. nor did we.
Q. 'What was tbe nature of this protection of cmtomers?

,g Tr 404-408.
o Tr. 429-430.
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A. \\"0:11 the same arrangements that \ve had with other companies that we

would Jet him Imow if he was baving diffcnlty ,,,ith a customer and be would
do the ioH1ne for us.

'''ben

\\"

(JS this'? "hen did this meeting take place:

III 19ii5.

Q. "'''ere tbere any other agreements that were made at that time?
A. 'IYell. otber accounts were discussed as to accounts that be had tal cn from

us IllJrl :1ecounts that \vc bad taken from him and tbe one that I just mentioned

that \YilS because of tl1c meeting at that particular time, namely, 'Vagon "-' heel.

Q. ,Vh:l! other accounts were there involved?

A, (lc;n t recall nll uf them. I think ::liler s )lotel was invol'"ec1 tlwt \ve hac1

lost to him and we were balancing out the YRrious volume tbat each of us bad
either lo;:t to the other or were about to lose.

Q. .Was there a commitment, if any, for tbe future behavior of the com-
panies?

A. Yes. we agreed that he could call on certain accounts of ours find regain
the yo)ume that he felt that \ve had taken from him.

Q. .\111 ,,"bat, if anything. had C & C, that is you antI )11'. Clarke could agree

to with regard to those accounts that were solicited in that fashion?
A. 'Yc Rgreed that we gan him our prices that we were cbarging to ,arious

customer" and we agreed that we \,,ould make no attempt to hold tbem.

Q. During tl1e meeting bet\yecn you , l'dr. Clarke and Henry Pear
reaffrm the arrangement bet\veen Central Linen and C & C Linen , the
l1f'Ut. nor to solicit.?

\.. I dOll t belie,e that. it "as reconfirmed at
sincE' we Wf're wiling to repay the volume , why
be con:::i(1ered to be stil in effect.

Q. .And to be in effect for some future time?
A. 1.e:o, :-ir.

did you

arrange-

that time excefJt by inference.

I think the arrangement could

Q. ::11. Gray. yon testified that the agreements bet,yeen C &: C and certain
ot.her lin(' Jl llpply companies in the 'Vashington metropolitan area. cefl ed to
operatE":

\. Ye.",. :oil'.

Q. ,Ybflt '\ flS the re:cson for the termination of these arrangements?
\. 'Yell. the investigation by the Federal Trade Commission.

(;3'1 Q. ,Yhat. is t.he CCl1lj1fl1Y polky in regnrcl to soliciting linen customers?
At tlw !we, er,t time. 7111'. .Wildman.

\. TIJ('rr fire no restrictions at the present time on soliciting any linen supply
cm:tomers.

51 '1:- 587- 606.
Tr. 7.'i
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Q. 'Vere there any restrictions at any time
A. There "were.

Q. During the time of from 1847 through to about ' 38 what was the polkr
of your company?

The 'Vitness: The policy I adopted with re pect to ilY routemen ancl sales-
men at that time ,yas not to, as I used the term , voach on the other fdlow
preserves, not to actively solicit al1y cnstollH rs that were taking service froll
i:omeone else in the industry.

Generally speaking, if ,..e had a call from a customer of a competitor , it
was my policy to call and say that we bad such a call, and that unless they
could straighten out the account

, '

we were going to take the business. But I
llsnally gaTc them a matter of a fe"- dnys to try to strai I1ten the account ont.
I say a fe,v days. Tbere were definite time limitations on tlwt. I would give
them a specific length of time to straighten out the diffi'ultes with the CllS-

tomer, which apparently were very obTious; othpl''\i.c:e we 'nmld not have
gotten a call from the customer.

Q. \Vhnt wns the reason for discontinuing this policy?
A. The Federal Trade Commission investigation. I just realized

a policy that was not strictly according to HO;)- , so to spenk.

tbat it was

Q. In connection with the policy which you ha,-e te.-tified to as lJeing in
overation since 1947 through to about 1968, was there any occasion that you

had to contact companies that were in tbe linen supply rental business in
the Wnsbington , D.C. area?
A. Yes , sir.

Q. In your contacts with such linen supply rental companies, wbat, if fIny,
procedures did you follow?

The ,yitness: Normally, my service manager or one of the salesmen would tell
me that we had either received a call or they had been approached by someone
that wanted. us to serve tllem , which was being served by another company. I
personally ,,' ould then call someone who I felt was an authority at th/: other
compf11y amI tell them very frankly that we bad received a call , or one of my
salesmen had been approacl1ed or one of my routemen had been approached,
find what was the trouble.

The anf'wer might be " I don t kno,"\' of any trouble.
'VeIl , :van bad better find out, because evirlently there is some source of

dissatisfaction on the part of your customer; otherwise they ,,-ouldn t ha,e
contacted us. We are going to take the business if you don t get it straightened

out. I would appreciate it if :vou would caU me back fwd tell me wI1etlwr you
ha,' e gotten it straightened out or not.

That would be my normal procedure. I clon t sny, Mr. Lipsky,
the exact p11raseology in every instance, but that generalizes my

connection with those instances ,yitb my competitors.

I followed

IJositon in

Q. 'Vould :vou nnme the companies , :MI'. \Vi1dman?
A. Americnn Linen; C & C; National; Elite; Central Linen; District;

l\lodern; Quick Service. I have bad some of these situations witb cach one of
the companies that I have named , either one or more irlstances.

J Wi0- 7C1-
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Q. In your contacts ,yith each of these compallies , 'Tere thrsc with regard
to dissatisfied cnstomers?

A, I c::U1 \yhcn you say dissatisfied customers, I 'YHS not-I ('ould not in
ever, instance be ::nnue that tlle customcr TII1S c1issntisfiec1. I fls:"Umec1 that
the ustornel' \Yas dissatisfied becnuse of tbe fact tlwt "-e lwcl lJcen 1l11Jroached.
It could ha,e been in SOlle instances a qUC.':tiOll of tr ing to get a better

Dricr or s01lething.

Lnc1er cross-examination, this ,yitness testified:

Q. You said in your original testimony, you made some statcment in talking
nbout Amcrican, C. and C. , Xational, Elite, ami so on, and then you said

Central was different, as I got it ."md then you stoPIH?d. 'Yhat did YOll mean IjY

that?
A, all, no. Dllriug tlwt wll01e period , 1 said tlwre 1"('1'(' laps during that

pcriod I"hen this relationship did not exist between Cnpital and Central. and
that \"as a period whell lye ,,'ere feuding, amI ,,'lWll a I"ar was on.

Q. " erell t yon fending with Centrnlllractical1y all tbe time
Ad Xo , sir

, ,,'

e \,,('re not. Tl1Cl'c was peace

, ,,

ol1c1crf1l1 peace. for a \\' hile.
Q. Going' back to " ,ben yOu sa;y you came out to "\L1sJJingtull. fur \\"11n i

pcriod of time didn t you feluJ?
A. lYell , I wOll1c sny tlwt lye were not feuding' in the yeal' ' eli

, '

J-8. nnd bo\\
long the feud lasted during the year, the latter part of '49 and ' :In. I can
:"ay specifically by months , ':\11'. Ginsberg. And tl1(n there Iyft.s JJeace fwd Quiet
for quite a ,"hill' tlwreafter from 1950 all.

Q. \nd during the cntire period of time. from '47 until the jlre.c.€llt Limp
Central Linen took your customers and you took their cUstoJ1er

A. Thcre was a period when ,ye didn t. 'Thnt is ,,-hat I am tl';'ing to stl'e".

Q. 'Yil yon ten me specifically what connl'sations , if allY, yon had with
Henry Pear, amI when the first conversation , jf any, took plnc

A. I cannot answer the latter part of the questioil. I cnll t tplL ran exactly
when the conversation took place. Henry Pear was in my offce subsc(juent to
the settlement. so to speak , 01' the SIl l1EllSion of hostile ndi,' itie". if I can
use tbat expression the price \ytH' , which 1 place to be flJ'OllHI l!JGO. and at
that time. 

,,"

shook lWJlch amI s:dd that lye \yere glad eTeJ':rthing" lws been
settled ::l1nicably, ancl that Ow ho."tilities \Hmlc1 ('('nse. Tlwt 'I"US one of the
cOllwrsations i11 my uffce ,,"ith Heluy- Fear.

Q. But therc was no unrlel'stan(ling tbnt ,yaS a contract or nn agreement.
nrbal or otberwise?

A. SimlJIy fln jffIJlied nm1rl'stnnclin ;:. I "aie befol'p. , llothing ill writing. It
,,:ns understood that 'we "ere to shO\y eneh otber that court.e":,. Iyhkh lYe did,
:md I wou1d say that there "as an exchange of 

l,hone calls both pro :1ld con
with re:=pect to customcrs ,,' bile n-e were not feuclil1g.

1'11'. Sfl5- 002,
5' 1'1'. OG4- \Jfj5.
55 ' 1'. 97S-DSO
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L pan recall
testified:

Q. Hn.sn t the Central Linen Seryice al\yays been a yer;y actiye competitor
of your company?

A. 

),'

sir.
Q. It has llot?
A. Xo , sir.
Q. "W11en hasn it been '
A. I cfln t giYC you the specific dates , sir.

Q. Has it been a ,"cry actin competitor?
A. At what voint?
Q. U all IJoints.
A. Xo , sir.

Q. At ".hat points hasn t it 1Jeen?

A. 'YhP.ll there ,yas a tacit UlHler t.f!Hljng: tlln we w('re no longer fl'lHling
rmd Owt "'.C would respect each other s customers.

as a \\"itness all behalf of the responc1ent , :JIr. ,Yildman

Q. ),0\'. , ,yas there an agreement 01' UlHlel' st8.nc1illg 1JC'\\eC'n Capitol ;lllll C('n-
tral Linen Sen" ice ,Yhel'etJy each refused 1.0 sery1ce tIle cUstllnlerS of cnch
otlJrr e'"en t1l0ngl1 such accounts requested their srrYice?

A. Yes. "ir.
Q. ,Y!wt agreement was that?
A. The SHme flgrcement that 1 SlJoJ.;e

Peal' ,yas in my offce and ,ye clcda1'e(l
otlH' 1"s c'u::tomers.

of before , ::II'. Gins1wl'g. 'Yten ::ll'.
a truce fiud ngrcecl to protect cach

Q. 'Yhen you s :r yon refused service to ccrtflin cllstomers. wlwt (lo you Jleiln
1Jy that'?

A. \Yell. thc cust.omer '

\\-

onlll ('n11 u,: :11(1 a.';).; to he servecl , mHl we ,yonhl in
1'111'11 cnll Ceut!':11 Linen 01' in the 1'('n'1:,(' Centrnl Linen woul(l ('all us if OJle
of om' cu. ..tOJ1crs ('nlled them. tlnd we '':('1'e toW !OIJccificnlly tlUlt they would
'-tr;ligl1ten out the (1iffculties with tl,eir cn: t()mCl' and not under any cil'(' ull-
:-t.nJlce.., to put 0111" sen.ire in.

Q. ,Yill ;:ou exp18in the procerluJ'c that yon adopted with rcference to rcfu,,-
iug service to cll tCllers of Central Linen Sel'yjce?

The ,YHllC ';: If we re('cin'd n (' an from n eu tollel' ,'.-hom we knc'w to be
a cn tomel' uf Cen!rfil Linen. dUl'illg' a rE'l'tnin period ,,- heD , flS I "ny, 'Wl' wCle
nt Jwn('l' ' ::ill! Centrill LiDeD. ,ye wonl(l pro('('e(1 to calL nn(1 T m:. "c!f would
11.:llall " llnkc the e:ll1. I :on.. 1. USl1aJly, T think almost i1wnrinb1J". I w0l11d

nkc" t11e (':111. :!H1 I \y0u1c1 e::'c! and gcnerally- I spoke to ::Uiss Ethel Peal'. T
11:1'.,' al, r) Sj:i,kl'll in non:' \" I'e;;l" ;11,(1 told tll(J'1 j- llnt \\-c 118(1 J''(:ei\"rd n C'nll fl'om
,,\tcll :md "11C1l a customer: that "In' \yould sn' g'('..i: thnt tlwy gd in touch ,,-ith
t1l(':11 awl find ont wbat the trouble ''\a, ,- l1J1ess they all'' iHl " knew thr: 1'en, ,-on

hy 1"H' ('ustOlncr had cfl1led u'- fol' ,,('n. ice.

Q. ",Yhat did :"(JU do?
A. T explaiJH'd that these ,-,ere calls that "\"e would receiye from customers

of Central Linen , and when our man would go out and would find out that there
\yas a Central Linen customer, he ""ou1d deJibel'3tely stall and avoid taking
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the specific order until we had had a chance to call Central Linen and give
them an opportunity to straighten out ,,,batever diffculty there was.

Xow, it "as not always a question of a dissatisfied customer. 'Ve "wouldn
Imow whether the customer was dissatisfied or whether they had simply
called us for service. It was a matter of recehing a call from a customcr who
we knew to be a customer of Central Linen , and we 'would proceed to stall.
::ly salesmen were instructed not to put the service in until they bad reported
back to me,

Q. 'Vas there a tacit understanding between Capitol Towel and Central not
to solicit each other s customers
A. Yes , sir.

Q. And in fOllowing that procedure ;you called all the telepbone to Central,
find Central called you; is that correct?

A. Yes.

(I. And when :van ajL1 that there was :Olll' flift' prcnee betWl'l'll a ref-llent null

understanding, does an agreement mean something ill ,yriting to you 
A. That is my understanding, yes , sir.

Q. There is nothing in ,,"riting as far as this understanding is concerned?
A, Xo.

Q. But there was an under tanding?
A. Yes, sir.
Q. And was there an understanding between the other companies and Capi-

tol. as well?
A. Yes, sir.
Q. And the same understanding?
A. The same understanding.
Q. 'Vhen there was that understanding- opernting between CaIJitol and Cen-

tral and the telephone calls were made between the two companies , was that
nnderst.anding giyen some hinding effect?

),1R. GIXSBERG: That is objected to. That is for the Examiner.

Hearing Examiner Schrnp: 'Yell , I think the Hearing ExamineT might dear
this up here. 'Vas this understanding respect2d that you have testified to by
your company?

The Witness: Yes, sir.

Hearing Examiner Schrup: And ,,,hy, sir?
The Witness: Because that ,vas the uIHlerstanc11ng, and we thought that it

behuo-.d us to carry out our IJnrt of the understanding and in kind expected

and received such courtesy from our competitors. 51

(4) Q. ),11'. Singer
can Linen and other
customers?

The Witness: Using the word "understanding" in a broad sense
times we had understandings. with all of the named companies.

Q. What WfiS the nature of that understanding?

what understanding, if any, was there between Ameri-

companies which you named not to solicit each others

at yarying

M Tl' . 2410-2417.
. 2448-2451.
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The ,yitness: In the sense that it was an understamling or :l practice , I
think that I "WouW describe it as a courtesy tlwt '1'as mutually extended be-
tween any two companies of which we were one of tbe partie.". :Jnd 11y 1'enson
of which we lJid not make active solicitation of their bu:"ines::.

Q. Have you had oceasian to J) et ,.,"ith ::Il'. l'enr IW1'sonally concerning (,11S-

tomen?
The 'Vitness: Yes.

Q. During what l1eriod of timc )Ii. Singer. IHlVP. on met ,dtll ::11'. Peal'
over wJwt period of years

The "\Vitness: I bave met mi1l - timc_

,; ,.,

itl1 ::lr. PN1l o\" r tll0 YL'i1lS until

the last fin:: 01' six year,

':.

Q. \\'l1(n did yon meet ,yith Mr, Pear and sevcral other parties?

\. .

\ llceting tlwt recall took pJace in which others '\1'erc present. took
place at 2400 lGth Street.

Q. In vrlwt yeftr , sil'

A. I ueli(;n: in '56 or '
Q. Who was present?
.:. ne idrs He11T Pe::r and myself. George COkinos , E(lwnnl Clnrk, 01 1111 , 

hPlien" , t.,yO MIlcl's \1'110 I cannot rccall.
Q. ,Vllft was the pUl'10c-e of the meeting?
A. To dbcn:-:; al1(1 find r('lle,lies for :"omr of t11(' cuttIn' oat IH'netic":, that

"\"'

re l)j' cvulent then in tbe market.
Q. 1,YJlftt wne somc of these cutthroat l!raetiees?
--. Giyil1g' cnstl)me1' gl'f1tlJiii,, in one form (1' f1notl1el' , free Sl'l' ..ke. llJ(ue

price:; b('low eost.

Q. "'-kit, if nny, t8b mel1t (lid yon make concerning t1H' 1lrac-icl' ;; thil wer('
(I):-orm:sed?

\. In ('ffect: , I statell

l'f'JJH'(l ' the c01llitioj1"

that we ,\yert' d(' Toying' ol1rselYe'- , amI that \Y\' :-hol11\

Q. '''hen (lid yon meet .,vjth Henry 1'e111' ftgftin?

\. I hill"' mrt lWln . times with Hl'lln- 1'e:-n. :;11(1
h:nrl to recollect the date flHl the occasion.

oyer tlw YC'fll':'. it i;: lll'f'tts

Q. ::11'. Singer. I r.nll
Peal' in that year?
A. I believe I did.

onl' nttentinJl to the ;,:e:-ll' l!):i;;. Did yon meet '\yith ::\11'.

Q. ,VJwt wns the comlH:,titiY(' . Ow exisUng c()mpetitn cG:HljiioJ1 !JetwPPll
'yon)' (,()JJ1J:n \ 1111d Centl'f!l at- tJl;lt time;

\. Yery lJig'h tellpo of nr.j-jyjt '\" nJj tlH' pmt of lJOtl1 (:01lVf1Jjiei':
Q. Wh;H did this high tem)lo of f!(.tj1'it " iJ1cllHle. rl'. Singer!

. :-ome of thp ,r.'p11Ernl hnd )lJflcti(:(-' on tJw JJf1l't of hoth c(1mpnnip" tlwt IJWH' m:Hle rpference to befol'"
Q. How long' did f'l1("h rOJHlitioj) exist 1)pfoJ'e the llH'f'ting?

. Xine aI ' ten 110nths or pos:-ibI v IOJl ('l'.

(is Tr. 101:j 1014
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Q. lImy long after the meeting did

A. They stopved as a result of the
uch conditions

lleetings.
exist?

Q. :\11'. Singer , )11'. Gin berg :kell you whetber you hall all understanding
in the form of a contract not to solicit the OU."i11(8.-: of Cl'ntrfll Linell and
you responded that there \yas no contract.

'Vas there an understancling. \yritten or UlHITittpl1, \"ith l'pntral not to
solicit the business, the 11ne11 supply business?
A. At varying times , there was a llradicC' tlwt amounted to nUl!.
Q. Duriug the ('ros examination in resl1oJ1!"p to ()l1cstion from :\11'. Ginsberg,

1\1'. Singer , you al o stated tJlft the CO!lllllllications IJetween American Linen
and othcr companies. linen suVply c0ll1Janies. IHai stopped flftrr fl pertain

period of time.

'Yhat. if anything. In' 011g-ht noont the ("l'ssation of the (' Oll11unications 1112-

t\yeen Amrdum Linen and other cOIlI1f1nies , linen snpply compnnies?
A. Tbe FTC jnnstigation tJwt "flS started ahout that time.

r pOll boing recalled as n

l\IL'. Sinp' el' lurther testified:
\"it-ness on l)(ha1f of tlw respondcnt

Q. :\ly question is specifically again , did ;\.Oll hflye an under."tnndhl.I 01' an
agreempnt ,d1h.--wben I say " ron , r llPnn the Ame1'Ci1n Linell-\Yith the

Central Lincn ('omprmy ,Yberf'l1;\' ;\"on ,\ ere to tnHIe Cl1:-tJlJ1lEl'S betwl'f'n and
among- ;\' oursel\"es ns companies
The " itness: I can Olll;\' \"agnely rendl OJle iJl."ti1llce of ,ylwt might be

described as nn exchange or tr!:ule.
Q. One instance. 'Yben?
A. Y\"eI1. thnt \Yf!S subse(lUer t to a ,"nit fied b;\. ('pntl' al (Jl or about 1955.
illr. Lipsky: Objection, Your Honor.
Hearing Examiner Scbrup: It appears to be relevant to the question or

trading of rustomers charged in the eOlllJlnint .'-'0 let us Jjnc1 ont.
Q. 'ivhat lmsiness- '\\"bat accounts? 'Yhnt pcdfi(' uusiness are you referring

to?
Mr. Lip!'ky: I object.
Hearing: Examiner Sdlll1V: '''flS this l :ilHl llj(' nt or It C'(1IllJl'omise settlel1H'nt.

TIll'. Singer?
. This ,YflS fl. settlpllellt fll'f!Il;:e(l jnclept'ndent1:- between )11'. Hl'lll ' Pear

and my.c.elf.

Heflring E:'fllliner Schrup: On'lTllhod.

You Cl1l1 answer.
!'I' he record wn!' reac1.)
::Ir. Ginc.lwr,Q: The (lllP.o.inn tlwt 11f." Jjot heen i111SWf'rE'd wn" the onc hdnrp

:111 the ('0l1w' l'''fl1ion took place. IYl1at flc('ount are ;\. ou refening- to !'l1edfici111y?
A. I CUll only (1fscrihp it in tili" Wfl

. '

!'wt IJflrt of the :U!TPem'?11t llnrler
,yhil'h Hf'm'y Pcnr \youlr withdraw 11i snit w:(s that we comJ1en flc l;im for

an;\' difference in yolnme oe1ween ,yhat we may hATe taken from him and
the yolnme tlwt he may lw,e tnken 1'1'01n ns durin i:' the C'onr-"f' of the fiq:ht.

Q. Xo'.\". bow were yon going to compensate him?
1 ell1 not (juite l1ncll'r"tnncl thE' terminolog:v of YOl1r C'ompf'nsfltiol1.

Tr. 102(1- 10:'2.
CQ Tl' 10n2-1083.



THAL LIXE SEWDCE CO, 1341

130T lnitinl J)(' (:isi(Jll

The 'Yitness: 'Yell , by giying his COllVC111Y fulJ freedom to l'eCOYl'J" that
alume of bu inp s from our Cn:'tollcr lbt with no effort all our part to retain

or hold the lnlsilless that lie attencled himsf'lf to.
Q. '1'1'11. \'Ia t Central Linen going out for your (;l1stollers i1JlylWiY

A. '\'el1. ,,' bell
Q. Dl1i1Jg this period of time that you

A. DUl'ing the ('om' p of the fight. ye.
could be so def'criuecl, perhaps 11ot."J

fire talking about.

and during the tl' uce. ns it wpre. it

,:.

(;)) Q. 'Yhat is ;\' OU1' pr(' ellt ocCnVi1tioll?

. I am Pl'esi(1ent of 1he C & C Linen Sel'yjce.
Q. 1 (1irf',. 1 ;\-0111' nttellii(Jl1 t(l tlw NIl' l!J,'. :I. I-I,nt" (l11 lwd ace-H.-;joll to meet

,yith ::\11', Henry Peal' in t11111 year
A. Yes, sir.
Q, 'Yhen' \YRS the meeting?
A. In my offlCe at 2120 L Street. Xorthwest.
Q. '''110 Wf1S prc"ent dllriIl the meeting, sir?
A. ::11'. Pear. :\Jr, Gray and myself,
Q. Who is :\Ir. Gray?
\. ::11'. Gra;; is the General ;\Iann;:el' of C & C Linen SCl'\ice.
Q. ,Yhat. Wf1S the pnrpose of this meeting
:\. ,Yell. 'lE' hnd had "1)111: 1n' (1hl J\t: lJeh,-pell t11f t,\- ("oIlVilnie.

. '

f' 111i1 ;J

llE'etiug to '''tl'flightl'll the diffc:ultil' out.
Q. BetwN' 11 what companies , sir?

. Betwecn Celltrnl Linen -- U1'. Peal' and onr company.
Q. "That \\"11;; the nature of the problem?

\. -'

I l'l'cnJl it. ye harl takeI! or s-olicitr:d f1 motel ;lccount OH' I' in Yil'ginif1.
Q. '''hat f1('('onnt was thl1t. sir:;
-\. ViTagon 'Yherl. f1S I recall.
Q. .\ml \\"hat oc('nrrecl?
A, ",T ,' cli;'('l1H::e(J the fact that thi,,, ncc(ilnt lwd bcen rn!ip!l h:-' lJ," I1wl that

we o\yed Central nIl pClnal amount of \"011111C lmck for it.
Q. ""- il. tlwt tJJP(' xtei" of the di.",("ll si()J). :'ll' Clarke?
A. 'Yell. " (' ng-reed to straighten it ont "it11 them. nm1 nllo\Ythpm to llWJ;:('

an !llT2.ngroJ1H'nt so that the.' could solicit ,,"ome of anI' business to lwl!lllCe the
1Jonl;s.

Q. '"Tns 511,11 sulicitation ma(le br Central 
A. Yes.

Q. "Yf1S .'ny f'ffort mnrlf' by yOUI' COllJWll ' to J'etniJJ ,"neb flc'connt.;;?
. Xo.

.'.

J)n1' 1.Q. 1Jd,,: !J('('(-jng. :\11' ClnJ'kr do Ol1 1'I2' n11 the r1ellPnJ)()J' of ::11 . Fef1r?
It wn,

'" 

1T hirilrllr. It Wi1:, yel'Y fl1l1('nble,
Hnn '\11(1 Jle( \yjtl1 :\Ir. 1'(':11'. :\11'. j-je)))',\ p(' ;lr. on rlU'\ Ot1WI' o('('HdojJ f'i)'

jn 1!1"';"''

-\. I hOft n meeting \,' itJ) :\It Pe!!rnnrl ':\11". Rolwrt Yir1(l'
Q. "-hn j.. R(\lwrt Yiner?
\.. I-f' j,", 1:11f' rnY1H'J' f1lJc1 oj!f'r!lol' of- M j-)nt time. it \i- nS known !IS Pnl!lcP

Linen. . I think t11ey )l:1"e clW e(l their name to LiJ)El);; of t11e "T eek.
Q. 'Yl1eJ1 o: this mro.oJ);;. :\11". Clnl'kc?

et'lI'- 2387- -
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A. That was in the late fall of 1955, at the old Arcade Sunshine Laundry
on Lamont Street.
Q. In Wasbington?
A. Yes.

Q. Who was present during this meeting?
A. Mr. Pear, Mr. Viner and myself.
Q. And what was the purpose of this meeting?
A. Well , most of the conversation was about motel '''ark. '\Yc were l1aving-

we had ;just gone through a price-rather , n wage increase in the fall of '
unc1Cl' t11e Fec1el'fll :\linimull \Yn-. e La\\ , and we \Tante(I to be .sure thnt if W('
rnised aJ1Y prices , that although there was no mention of what the prices would

, that we would protect ODe another s business.

Q. 1Vhat arrangement \vas made to protect each other s business?

A. Well , we jnst agreed to not solicit one another s business. If we got a
call from a customer, we would find some way to avoid taking that account.

Q. Do you mean , if your company got a call from a customer that was being
served by either ::11'. Viner s firm or ::11'. Pear s firm?

A. Yes.

Q. Is that correct?

A. Yes, tbat is right.

Q. Wonld the same pertain to any calls l'eceiYed by -:II'. "Viner or ::IT". Pear?
A. Yes.

Q. Why ,,' ould there be a meeting ".ith 'Mr. Pear?
A. BeCfliSe :111'. l'ear and 111'. "Viner and my company did most. of the work

for motels in t.he 'Yashingt.on area.

Q. And ,,-hat about the American Linc11. Did they not do ,,-ark'
A. They did not do , or don t do , motel work.
Q. \' ere ::HY other companies in the 'Ynshing-ton area cloing motc'l work?
A. Perhaps one or two.
Q. 'Yho "-ere they?
A. "\Yell. I think ), ational Laundry lWll ",()ue motel ,york. I think Capitol

Towel probably Iwc1 one account.
Q. "'n1Y WOllld you call Henry Peal' and not t11e others? 

,:.

. Go ahead.
sir. "by did you not call the otber people? Why did you call Henry Pear?

A. "\Vel1. the other people weren t a big factor in the motel business.

Q. 'VeIL 110\Y big a fndor "-0l11d yon say Henry Pear was? 'Y"f1:; he not a
little cOJH'ern?

A. I-Ie wn flbont il1e mJlr size :1" my COJlcern. I \yonlcl say.

Heflling Examinpl" Se:hrnIJ: 'Vh . clirl ou agn'e witb ::Il". Peal' to gin him an

eqwl1 fll10unt of yolnme back?
The 'Yitne.",,,: So that the t"yo companies would operate on a friendly baf'is.

un Q. lImy IOll!2 ',"('l' O\1 ellploye,l

A. ApproximRtely ten year:".
Q. From what year until yon left?
A. From 1!l47 nnti July of 19;'57.

by tflJ)lnl'l Linen. . sir?

- -

Tl'. 1564- 1568.
G3 Tr. 1578-1580.
MTr. 1584
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Q. '''ho was your immediate supervisor:
A. Arthur Zinnamon.

Q. 'Vilo was he?
A. One of the owners of Standard Linen.

::lr. Lip ky: 'Vhat instruction::, if any. dift you recei, e from Mr. ZinnaI1on

concerning dissa ti."fied customers:
The 'Yitness: Of competitors:
Q. Di.':"fltisflec1 customers of competitors , sir:

.-. "'

ell , J WflS ins.trnctec1 to call the COlllxllY that 'Tas
sel' ving. OL' selling this customer, und gin: tbe::e lle0111e
straighten it ont.
Q. Straighten out Ow account?

A. The account.
Q. '''ere t1lest' instructions l'eceiYed b:- you from rr. ZinnHmon '!
A. 'Yhen 1 first went there. . I Wfl:- made flcquaintpc1 with the people

1"h:l1: I shonhl cnU.

Q. Did ::11' . Zill)lfl1l0!1 jclcntify thp IJPollle that :-()1 should call?
A. IIp t()l(1 me their )lames.
Q. Did :\11'. Zil1ll:!nWn infnrm yon of the cOllJlanie:: fit ,ybleh these Vt'ople

'Y(. rp empl(j ('d?
A. Yes.

at this time either

fin opportunity to

.:.

Q. 1.Yllnt ('()Jlpnnie,,----whnt linen "upjll ' cOlljJnnies ill tIle 'Ya hing:tl1n

:Jldl"ljwli(:I11 r,' :l (li(l ou (' :111 l:oIJcerning di":.Sf\ti.'-ned ctl;:tomers of tlleirs:
A. It pell" to ll(, I C'flllrd all of them.
0. Dicl ::\"n (' 111 ::m:-Ol1e 1t C'rnt1'nl Linen?
\. YP" . I (1i(1.

Q. ',"110 WfI" tlwt'

A. It could 11:1\P b('' l1 lr. HeJlr:." Pef1l': it ('ould ha"e heen Mr . Sf1ll Pf':1J. I

l'f'memher I had ":!lme o('cf1sion to talk with E(1ith fI1c1 Etlwl . too.

';;

Q. :\1,' . 1-uc(:o. wn" there flny alTf1ngPllH nt bE-tween

1il :\ ('(l1ll1,lnk,. in this Hl'Pfl- the 'Yn;:hingtoll. D.
,,011('i1 1;:1(11 nOw)"" customcrs?

\. I wnnlt ,:f1:- so.

Q. nil 1)1l I,'l()'.\ Ul y(111' mYll kl1rn\"lp(l!:

:('. 

il'?

\. y('

. I (10

Q. no (Il1 kn(1y\ lH)iY (In yon know:
-\. I-l'IJl tJw ll1' ()(p(lurp 111:1t I follmYl:(l while I \YfI:O rmjlloyrd 11 ' :-tandnrd

LiJlf'Il.

OU1' ("ollpflny allf1 fill the
llrtrol101itl11 f11'en not to

0. The jll'I(Pr1111'r ,\"13kll :-n l tpstifipd to. .o:il'?

A. Yf''' . sil'.

T1H' fOJ'C!1:011l !! t(' timon:.. of the \yitne Bllccn 'Ias rUl'tlwr c()l'olJ-
orated by tl;c \I- itTl(, s .THrob::. ft forme!' cu omcr route ,S11pel'\"i ()' fo\'

Stnn(lanl Linen Sen-lre. ;1t 1'1' 11(W flnc1 fol1O\yinp::

II(,inin EXllnlllJE'l' SChrnJl' , \ill I COlT0tt ir: m ' r!H1pr"tnmling- tllaf flJl 1:1e

timE's 1hnt (1l ,e:ot thf' e (:()1lt11nint :1IH1 :Ion cn11O'(l :l comr1etitol'. :'' OIl wonl(l
t!lPn l'PJlOl.t to rl'. Bucco:

u:\ 1'1' . 1 ,"30. 1 S:=.
",1 Tr, lS37- 18.'38,



1344 FEDERAL THADE C011l\lISSION DECISIONS

Initial Deci."iull G-l F.

The ,\yitlle:-s: les.
Hearing Examiner SClllllV: And he ,yonld he tlw one to take the action?

The ,yitness: That is right; because I couh t do it lly elf.
By :Ur. Lipsky:
Q. :U)', Jacobs , yon Q.'te(l that yon call1'cl CClltl'fd l.illt'n. To ,," !lom (lid ynn

ti11k nt Crntl'al Linen '
l. I Cfell t an "'er that. I l'eall ' llon t know. T might hrn"c .;;pokeu to :Ui",,,

Ethel or to Sam or to Joe. I don t know. Rnt I left the messf1ge and that is it.

In attempted defense to the aforeqllotec1 testimonial excerpts and
hcl' testimony of rf'cord giyen by the co- conspirators wuncd in thE-:

comp1njllt but not made responclents in the instant proceeding: re-
sponc1cnfs corporate president \Yl1S ca.llcc1 by l'espondeni.s counsel to
sern: as its principal iinal ,yitness in dispute of the ncts nncl pl'nctices

et forth and cha11cngecl ill tlle complriJlt. Ir. Pear s te.;;til1ony ex-
tends from page 28-*5 to page 2907 of the rccord herein and. in the
llain consists of a conc1nsionary deIlia 1 nSLw. l1y expl' ss(,cl b - the

".itncss in the form oJ the sing-1e word "' :' giyen in response to each
of a serie.s of identical preparecl questio1ls : posed by thc. l'csponc1ellfs
counsel , ,yith re.latiol1 to and cm ering the, ncts an(1 practices alleged
by the compla.int to lUl\-e occurred by and bet\\een the respondent
Central Linen SelTice Co. , Inc.. ll1cl each of the CO-coll p1rators nnm-
eel in the instnnt complaint. 58

In conclwJ1011, and based 011 the morc suhstant1al weight of the

acceptilble probatiyp testimony an(1 eyi(lconcc of rcconl in this pro-
cceding. as hereinLdm' ct forth and discnssec1 : it 11llSt ll(,(,ol'dingly

be found that the re:.ponelent Central Linen Ben-ice Co.. Ine.. ,Y1(h
lmmdrdge of its exi tencc amI pnrpose, entcred into ancl p;1rti('i-
pateel ill a conspiracy. combillfLtion . l1nc1cl'stancling and apTeement.
(111cl performed ncts and practices ill fl1l't1wrHnce of the aid conspir-

acy s purpose as set forth an(l chargcc1 in the instant complaint. It

llllst. be herein also fOll1lcl in S11Ch connection that the said rt'spo111-
ellt Centra.l Linen SCl'.ice ('0' 1 Inc. : hfts further failed to a(leqnately
demonstratc shmy or prm-e of reconl herein that it ha(1 fLl" an ' rime
completely ,dthc1ra,Yll and remoypc1 itse1f fronl the sal(1 ('on p1l'ac
and that from sl1ch time of fil1 d rC'monl1 Hnd \'- ithclr nYal. it did not
rcsume any of its prior conspiratorial acts and pl'Hct.iees 1\ith any
of its former co-conspirators during the course and the existence of
the. :aicl cono:p1l'acy.

. In (lclclitioll to eh,11Jengill,Q the lWl'einbefoJ'p de (,l'j1w(1 (1C0nisi-
tions and the l'estl'ictiyp coycn:mf' not to compete exacted hom the

67 Tr. 1171-1172.
03 " HE_Un:KG EX.DII::TER SCHRl1P: A I 11lf1f'1'tfl!'\1

down the list of cllar.:es in the complaint with l'e1ntioIl 10
IR. GIX BEB.G: That is correct.

.\1 R- LIPSKY: That is conect," (Tr. 2SGO-2S61.)

Ir. Gjn lwrg is J:n,y ,:"jnL
each anI' of the cnlll'('irnro.
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The ut.ilization of such requirement cont.racts by respondent and
the co-conspirators contributed to t.he elimination of competition by
respondent and the co-conspirators and to the purpose and effects of
the conspiracy in the 'Vashington , D. C. metropolitan area linen rental
supply markct.

The notice attached to the instlllt complaint served on the re-
spondent Central Linen Service Co. , Inc. , contains an order to cease
and desist ,,~hich is stated to be the form of order which the Com-
mission has Teason to believe should issue if the facts arc fonnel to

be as alleged in the complaint. This order to cea;5e and de-51st is
identical in its provisions with that contained in the complaint in
Docket C\ o. 8559 directed to the named respomlents in that matter
which includes the co-conspirator 1inen rental supply companies not
named as respondents in this proceec1ing.
The Commission on March 6 , 1963 entered its order in Docket Ko.

855D accepting consent agreement and (lefelTing service of decision
and order to cea.sc and desist on the named re,sponc1ents thereill nn-
til issuance of the Commission s (Iccision in Docket Ko. 8558, ,,,hieh

is the. instant matter. Docket Ko. 8;J;'$) ,vas lln1itigatecl nnd the con-
sent agreement there.in was for settlement purpose,s only and did
not constitute admissions by the mnned respondents that they 11:1(1

,-iolatec1 the law. ",Vhat is pe.rtinent to the instant proceeding, how-
cyer. is that the provisions of the order to cease Hnd desist issued
nnder tIle consent agreement in Docket Ko. 8300 were nrreptec1 b '- the
Commission and invo1ve(1 the same issnes and the same conspiracy
that is the subject of the instant. proceeding. The respondent herein
having been no,y fonnd to hayc likewise entered and to hnye par-
ticipated in this same, conspiracy, it ,yonlc1 appear but fail' and

reasonable that the, order to cease and desist to be entered against

the instant. respondent in this procee(1ing should be no m()n or no

s init scope. 7 fll(l in keeping with the. oHler to cease alld desist
f'ntrl'ed against thc.1)cl1nllce of its (,()- coll pil'ntol's ill lJod\:ct o. S:j;'j!).

7; " IlE.\HIXG EXcDIIJ'EH SCHRlT: )J1' . Vimr , tlwrc is (lue (Jucstion T !lnH' 1H're 011
the (loc.n1JI'JH. \\"(11)(1 " \1 (Iirect " our :nteJltiol1 tu tllC f rst )1:u;lgrnph '

Tl1crr is (lmet:l:l:g' Xd out jlj( e flnfl ;:ol Jc,tllillg printed in (lH:,rc, '\':lnt is the 1''\1,lnn'1t:on
101'thnt"

THE \'. ITXESS: TlH' e p:Hls of contrncts were l)\;r('h:, d ill J'oH'mbcl' lfJ;'j, , :H:cnr(lil

to the ll()t:ltioll in the bottom leH-llnnll corner. c\ft r the ('on ent decree WHS igllUl. 11

nttoJ IJi)- n()Y:s('l me t:Jat eyell tilOllgl1 tlie COllscnt (Jeeree wn not final until nftrr tl:i
c:!sc'. i;J il lll!"it of ,ye-- we h(uld 1i,,(, up tu he pi;' it ot" it lmlJedi Fl" . l'n(IC:' tllE' (:0!i rnt
decrel', l11e'- l'c(jll';ot('l thnt r::o conLnlct be 1\' 1'irten 1"01' no J1c,. iorl of oye\' lx n:Dntb' 1m:,,;.;.

it 

..:!" 

11lrinl IJl' l'Cl1l111(ii;o('. " (Tr. L -1-i-1345.
H Footnote 1. jJn!::e 2, 8111))"1.
'"J.elle/ al Ti"adr: COliunissioH v. Huueroid Co, (185 ) ;)-13 U. S. 470; Fc(/cnil T(ude

Commi88ion v. Xalional Lead Compa/I!), et al. (1857) 852 l1 S, 42D.
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The foregoing procedure creat.es no problenls as regards Part 
I of

complaint counsels ' proposed order to cease and desist , which is the
same as t.hnt set forth in the notice in the instant complaint. Part 

01 said order, however, docs not, in its preamble, base its various
following prohibitions contingent upon the respondcllfs entering
into and carrying out such prohibiteel acts and practices pursuant to
a conspiracy, understanding, combination or agTeement between the

respondent and co-conspirator linen rental suppliers as is set forth
and contained in Part I of said order. ' While Part II of the instant
proposed order to cease and desist is identical in its provisions to
Part II of the order in Docket X o. 8:)50 , the latter ordcr to cease
and desist, as aforenoted , was unlitigatcd and the agreement therein
all Ivhich it was uasell admitted no Jaw violation. The provisions
of Part II of such order in Docket Ko. 8550 , while adopted and fol-
lcnred in the instant matter

, -

would appeal' to be here valid only if
based upon respondent's entering into and carrying out the pro
hibited acts and practices pursuant to entry and participation in
an il1egal conspiracy, understanding, combination or agreement be-
tween it and one or more co-conspirators. G '1'0 such extent the oreIer
to cease a,nel desist to be entered he-rein is so changed.

COXCLVSIO:NS

1. The Federal Trade Commission has jurisdiction of the sub-ject matter of this proceeding and of t.he respondent.
2. The complaint herein states a canse of action and this proceecl-

ing is in the pl1b)ic interest.

3. It is concluded from the foregoing findings of faet. that the
agreement, undcrstanding, combination , conspiracy and common
course of action, and the acts and practices , methods , systcms and
polieies of respondent and the corporations not made respondents
herein pursuant to ancl in furtherance of, or in contribution to the
agreement, ullderstanding, common cour,c:e of actiOl) , cOlnbination and
conspiraey, as shown herein , have had i.,he etlect of hindering, Jes-
se,ning, restricting, restra.ining, destroying and elimina.ting eompct-i-
!iOll , actuaJ a,nel potential , in the rental of linen supplies; lmye cle-
pl'iye(l customers oJ the benefits of full and fre(', ccnnpctitioll and
seriously ha.mpered their exercising free choice in the selection of

Inl1ivi(luully considered and staIl1ing alone ,yitl1ol1t more , acquisitions, cOYClJants
not to comvcte and requirements contracts sep/uately ani,ell at :rnight not be consirlered
or fonnd violative of the Jaw. Vllen clone in the context of and In furthernnce of a COll-
spinlcJ' to restl'ict or eliminate competitor , ns is shown by the record in the ivstant
proceeding, snch aetR nwl practices an ("elldy within the ambit of the conspiracy anrl
hence are to be prohibited us ilegal.
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Order 6-1 F.

their snppliers; lia ve had f1 tendency to llllc1uly hinder competition
01' to creclte a monopoly in respondent and the corpor t.olls not
made respondents herein; Imve. constitutecl an attempt to 111011Opoljzc;

have forcclosed markets and ftecess to markets to competitors or
pote,llt.inl compehtol's ill the linen l'clltnl 511pply lmsiness: and arc
a1l to the prejudice and injury of compet.tors of respo1Hlent and
the corporations not named respondents he,rein and to the public;
and constitute unfair methods of competition and unfair acts and
pl'nctices in comme1'('e. within tbe intent. and menning, and are in
violation ai' , the Federal Trade ConmI1ssion Act.

ommn

It l8 oi'del'ed That CClltnll Linen SeTyice Co. , Inc. , its subsidiaries

anll Sll('('e sOl' S and its oflicers , l'elH' i?::eJlhttiyE' \ Hgf'Jlt and employcf'

directly, indirectly, or throug-h any c.orporate or other del-ice in

cOllnection \yith the furnishing of 1111en snpplies in the metropol-

itan \Ynshingtoll C. flren , do fortll\yith ce,lse and desist from en-
tering into cooperating ill : c llryillg out or continuing any con-
spiracy, understanding, combination 01' agreement between it and
one or more of the corporat ions not made l'espollc1ents herein 

l.wtweeH it. a1Hl others IJ(t. n. lwrty hel'?to, to do 01' perform any of
the follO\ying acts , pl'actic,es or t.hings:

1. Controlling the solic.itation and al1ocation of (,llstOlners.

2. Agreeing not to solicit t.18 customers of their competitOrs.
;-. Instructing salesmen not to solicit the accounts of com-

pet.itors.
:I Hefusing to sel'yi('(? customers of competitors cyen tllOugh

such enston18l'S requested their serviN'

5. Hequesting and securing pennission 01 certflin of their
competitoi' s to s81Tice the customers of snch competiton:.

6. Trading customers be.tween and among t.hemselyes.

7. ,Yarning competitors that certa.in of their accounts had
approached respondent for selTice in order that sllch com-

petito ; conhl take men,:l1res to hold nch accmmts.
8. Offering or granting price concessions Ior Uw pnrpo e. of

taking reprisals against linen supp1iers not adhering to agree-

ments relating to the control of solicitation and allocation of
GUstDIners or for the purpose of impairing t.he ability of othe-r

linen uppliel's to COlllpch'

9. I;king statements falsely disparaging

ness integrity: quality of eryice , or abilit.y

a compet.i!- s busi-
to stay in lJUsiness.
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B07 Order

It IS further ordered That Central Linen Service Co. , Inc. , its

subsidiaries and S1!cceS::ors, indi,vic111ally, flllcl its offcers : rcprc'senta-
ti'iv , agents flnd employees , directly, or t.hrough any corporate dc-
yiee , in connection with the furnishing of linen supplies in the met-
ropolitan '\Yashingtoll : D.C. area , ,,"hile cooperating in, CHITying

out or continuing any conspiracy, combination, understanding or

agreement bcbveen it and one. or more of corporations not made
respondents herein or behreen it a.nd ot.hers not. a party hereto , do
forthwith cease and desist from:

1. Entering into contracts ,yith their customers ,yhich require

their Cllst.omClS to obtain all of their lincn supply requiremcnt

generally or all their requirement.s of the. linen supply articles
listed on the contract from respondents unless the periods of

such contracts (10 not excee(l one yefLI' , except contracts ,yhich
proYlde for the supplying of speeia.l nrtic1es (not usalJlc by an-
other customer) in '1'hich eyent ;.nc11 contrfct may be for a
period of not 1nore than l'YO years, and prO'- iclec1 furt.her that. 
contracts may contain proyision for periods of illltomfLLic renewfll
not to exceed six llonths.

2. Acquiring (lirectly or indirectly, by pnrchase , lease or other-
wise, the business, including cnstomer accounts , good win , cap-
ital t3tork, financial interest or physical assets, or any part

the,reof of any competiti\ e 11nen snpplier. located in the metro-
politan ,Ynshington , D.C. arEa : for fL, period oi five years from
the date of this Order, unless the Commission is gh-en GO days
noticc in 'Yl'iting ill flelYflnCe of the elate. of the P1'OpOSl'd aCClui-

sit ion. Pl'oyided; hO'nwel' , thnt nothing in this pa1'agl'n.ph :2
shan apply to aecommodation sales (sales occurring when one
linen company purchases usee1 linens or surplus inventol' T of

new linens frOln fLllothel' Enen company) fLncl the acquisitions
of such linens do not impair the ability of the seller to compete.

3. Placing under rcstridirc COllyenants not to compet.e in the

linen supply business for periods exceeding three years, CHrners

oHicel's and employees of linen rental concerns , \rhich they ha\
acquired.

4. l)lacing owners , officers allc1l'mployees of linen rental con-
cerns which they haye acqnired under resl1'1ctiyc coycnants
'lhic.h prohibit them from soliciting CllS10nwrs formerly sel'\'e.

by them for (1, period in excess 01 Dye. years.

5. Permitting any of their offcers: directors, or cmployee

to sen-c at the samc time as a.n offcer, director or employee of
any cOl1petiti\'c1inC'1l snpply COllCel'
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1356 FEDERAL TRADE cO:\nnSSlOx DECISIONS

COllplaillt 64 F.

DEcrslOX OF THE CCDDIlSSlON ..\XD GIllER TO FILE HEP01lT OF CO::I-
PLL\

3LARCH 10 ) lQG-1

Pursuant to Section 3.21 of the Commission s Rules of Practice

efiectivc Augnst 1 , 1963 , the illitial decision of the. hearing ex:ullinl'l'
shall en the J;Hh (by of :\1111'c11 lOG-l, become the decision of the

COlnmission; and , acconlingly,
It is ol'dei' That respondent herein shall , ,rit-hin sixty ((-iO) (hys

after service npon it of this o1'ler , tile \Y1th the Commission a report
In IYl'iting setting forth in detail the manner and form in \1'l1i('h it
h,lS compliecl with the order to cease and desist.

Ix THE l\L\TTETI OF

DmRIC,\X LIXE?\ SERVICE CO. , IXC. , ET AL.

caSSESI' ORDER, ETC. , 1); IlEG. \IW TO THE _I.LLEGED nOL\TIOX (IF THE

EFDEJ-V,-L TRc\DE co)nIIS TOX _\C'1

Doc.ket 8;;59. Complaint , Jiai'. U. 1%3-Dccision, J.liar. 13 , lDG,

Consent order requiring 12 corpOr:1tiOllS eng:lg-ec1 in the linen slljJplyo bl1sine:"s
in tIlE lJi.o,rrict of Colllllhia, ::Uarylnml ilJl(l Yirginicl" to cea:-p cool1ernting
alJong tlH' -;cln's , to allocate and trade cll"tomel'. , rehl:,illg' tll ",en' ice CU1l-

JlPtitur,'; tllseomers eX('PjJt \yith s11el1 el)HljJCtitors ' permission , JHitif ilJg CrH

)wtitOl'S ,'d1e11 cel'ain of theIr aCCl1l1Ets asket1 for sen- jce , g.-l111ting' price
concessions in reprisill ag' niu.'t 1l0ntllullerutilJg- linen SUI111lier, , :111(1 fabely
diSlJ"J' ng' ing' c(J1lpditor.s and their oVPIations: and

Further requiring snid linen suppliers to cease entering illto exclu.--iyc can-
trflrts requiring customers to obtaill 1111 their rC(lllircments from respolld-
ent" fol' fl period loug:PJ' tlu:1l OlH:' ypi1l- Or for t,yO yeur:. ill the ca:"e of

;;pecinl Hrticles-with proYi:-ion for automatic renewal for six months: to
refrain from acquiring the business (If flny competitor in the metropolitan
Washington, D.C., ftr€fl for fh-e yeal'S ,y!thont adn1lce notice to the

Cowmission, with the exception of IltCOllllOc1lltioll .-;aJes; to refrain from
placing owners or cmployoces or acquire(l linen rental COllcerns undcr )'c-

strictiyc coycnants not to compete for three ye:1rS find not to solicit former
eustomel'S for file years: :lnd to refrain froIll permitting any offcer 01'

employce to sen-e at t.1e "ame time IlS offcer OJ' emJlloyee of a competitor.

IPL-\IXT

Pursuant to the prov1sions of the Federal Trade C01l1nis jon \.ct
(38 Stat. 717 , 15 U. \. Sec. 41 , PI seq.. 52 Stat. 111), and by vir-
tuc of the 8.11thor1ty ycsted ill it by said \.ct , the Federal Tracle


