COMPLAINT IN TIIE MATTER OF THE ALLEGED VIOLATION OF SEC-
TION § OF AN ACT OF CONGRESS APPROVED SEPTEMBER 26, 1914,

Daocket 273.—May 27, 1920,

SyiLanus,

Where n corporation organized for the ostensible purpose of manufac-
turing and selling automobiles in large quantities, acting through
tts president und fizeal agent, who was also its promoter, {n selling
and offering for sale the stock of the corporation,

(a) advertised und circulated false, misleading, and unfalr reports
and statements concerning the plun of orgunization, the assets,
resources, business, progress, good will; and finnneinl standing and
respongibility of sald corporation, and suppressed and concenied
from the public facts reluting to and affecting the plans of organiza-
tion and the financlal standing and condition thereof;
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(b) falsely stated, advertised, and published that individual subscrip-
tions to the stock of suid corporntion would be limited and that a
limited allotment of stock would be made to particular States,
cities, and ommunities;

(¢) udvertised, published, and circulated false and misleading state-
ments, circulars, etc., regarding certain automobiles and motor ve-
hicles represented as being manufactured by said corporation;

(d) procured the publication of articles and reports endorsing and
praising said corporation, its oflicers and organization, and caused
said articles to be reprinted and circulated, falsely representing
and advertising the same to have been written and published inde-
pendently and voluntarily by disinterested parties;

(¢) caused to be printed, advertised, and elrculated certain letters
purporting to be letters Indorsing suid individual and said corpora-
tion, after the authors thereof had withdrawn and repudiated the
same and forbidden their further use and eirculation;

() mude, publlshed, advertised, and cireulated false and misleading
stittenients, representations, predietions, and promises relating to the
design, production, and manufacture of a certain motor tractor,
deseribed as the * Pun Tank-Tread Tractor™;

(¢) made, published, advertised, and circulated false and misleading
statements, announcements, and reports regarding the value of the
stock of sald corporntion, and false, mislending, and exaggerated
statenients, reports, and predictions regarding the volume awd na-
ture of the business done by suald corporation for the United States
Government, with the purpose of creuting the Impression and beljef
that the stock of said corporation was ratably equal In value to
Liberty honds:

Held, that such false representations, methods, practices, and course of
conduet, under the cireumstances set forth, constituted unfaiv ineth-
oy of competition In violation of section 5 of the uct of September
26, 1914,

COMPLAINT.

The Federal Trade Commission having reason to helieve
from a preliminary investigation made by it. that the Pan
Motor Co. und Samuel C. Pandolfo, hereinafter referred
to as the respondents, have been and now are using unfair
methods of competition in interstate commerce in violation
of the provisions of section 5 of an act of Congress approved
September 26, 1914, entitled “An act to create a Federal
Trade Commission, to define its powers and duties, and for
other purposes,” and it appearing that a proceeding by it in
respect thereof would be to the interest of the public, issues
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this complaint stating its charges in that respect upon in-
formation and belief as follows:

Paracrarua 1. That the respondent, Pan Motor Co., is a
corperation existing and doing business under and by virtue
of the laws of the State of Delaware, having its principal
oftice and place of business in the city of St. Cloud, State of
Minnesota; that the said respondent, Pan Motor Co., was
incorporated the 9th day of January, 1917, and has an au-
thorized eapital of $5,000,000 common stock divided into
shares of the par value of $5 cach; that the said stock has
been offered and sold to the publie at $10 per share under a
subscription agreement of substantially the following form
and tenor, to wit:

SURSCRIPTION FOR SToCK oF THE I'AN Mortor CoMPANYy,

I'rlce per shware, $10.00. Par value per share, $5.00. Applieation by
mail.

I hereby subseribe for —o____ shares of the capital stock of the Pan
Motor Company, incorporated under the laws of Deluwure for
F5,000.000.00, and agree to puy for sane as follows:

$_ _———_ with this application,

b S onthe —___day of ____ ______ , 1901,

b S onthe __._dayof . _________ , 191, and
[ S onthe ___dayof _________. , 101,

This stock is nonassessable and earries voting privileges,

Thix stock, when fully pald for in cashy to be issued to me or my
order,

The legnl owners of this stock shall be entitied to purchase auto-
mobiles, and other machines manufactured by the Pan Motor Co.,
for their own personal use, at the catalogue price, less 15 per cent,
I. 0. b, the factory.

I agrec that the Immediate value of this stock is at least $10 per
shire, due to the plun of organization in creating advance purchasers
for the company's products wherever possible while selling the com-
pany’s stock, and I expressty agree and consent that fhe first half of
the amount of this subseription shall he construed as the excess
amount over and above par and which the directors may use for any
and all purposes for the benefit of the company within their dis-
eretion,

Thix application and the stock certificate, when issued, constitute
the entire contract hetween the company and the subscriber. No
Alterations or variatlons hereof, and no stutements, prouises, or
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agreements not contained herein, shall be binding on sald company
unless expressly approved in writing by an executive officer of said
compiny,

(Also print name of subseriber plainly (Street and number.)
on this lisic above.)

(Date,) (Town and State.)

Par. 2. That the respondent, Samuel C. Pandolfo, con-
ceived and promoted the Pan Motor Co. and caused the same
to be incorporated and organized; for over two years last
past has been and is now the president and fiscal agent,
thereof; and has at all times sinee the incorporation of said
company, covtrolled and managed said company through
ofiicers and directors sclected by himself.

Pan. 3. That the respondent, Pan Motor Co., was organ-
ized and incorporated by the respondent, Samuel C. Pan-
dolfo, ostensibly for the purpose of mannfacturing passen-
ger antomobiles, and was advertised and represented to the
publie. both before and after incorporation, as a company
which would manufacture passenger automobiles in large
quantities; that said company has not manufactured auto-
mobiles or motor vehicles, but has merely assembled ap-
proximately 200 passenger automobiles,

Par. 4. That, as of the 28th day of February, 1919, there
was issned and outstanding stock of the respondent, Pan
Motor Co., of the par value of $2,064,943.06, for which the
subscribers severally paid the sum of $10 per share; and the
said Pan Motor Co. had received additional subseriptions to
its capital stock ageregating the sum of $1,042,866.94, par
value, for whith the subseribers severally had agreed to
pay the sum of £10 per share; and, as of said date, the
respondent, Pan Motor Co., had received from the sale of
its stock (he sum of $1,723,811.69; that said stock has been
sold and distribnted (hroughout the United States and in
foreign countries, and on or about the 19th day of March,
1919, there were of record 54,000 subscribers to the stock of
the said Pan Motor Co., of whom 39,000 had fully paid their
subscriptions.  That, as of September 30, 1918, the sum of
$1,156,667.53 had been paid us commissions to salesmen und
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agents for the sale of stock; the sum of $553,752.38 had been
paid to Samnel C. Pandolfo, as commissions, and for alleged
services; and other large sums have been paid and expended
for advertising, secret service, salaries, and other matters
and things.

Par. 5. That from in or about the month of June, 1916,
until the 9th day of January, 1917, the respondent Samuel
. Pandolfo solicited subscriptions to the stock of the Pan.
Motor Co. throughout the United States prior to the incorpo-
ration of said company; that since the incorporation of the
sald company.on the 9th day of January, 1917, the respondent
Pan Motor Co. and Samuel C. Pandolfo, the president and
fiscal agent of the said company, have continued to solicit
subsceriptions for said stock throughont the United States by
menns of advertisements in newspapers and magazines, cir-
cular letters, pamphlets, reports and special articles, and
through personal solicitation by a large force of agents.

Pan. 6. That since the 9th day of January, 1917, the stock
of the Pan Motor Co. has been offered and sold in interstate
commerce by respondents in competition with divers other
persons, firms, copartnerships, and corporations.

Par. 7. That in connection with the sale and offering for
sale of said stock in the course of said commerce, respondents,
and each of them, have practiced certain unfair methods of
competition, hereinafter set forth in paragraphs 8 to 15, in-
clusive.

Par. 8. That during a period of two and one-half years last
past, and for the purpose of selling said stock and obtaining
subseriptions therefor, and with the effect of deceiving and
misleading the public, including those who might and did
subseribe for said stock, the respondents and each of then at
divers times have made, published, advertised, and cire . ated
false, misleading, and unfair reports and statements con-
cerning the plun of organization, the assets, resources, busi-
hess, progress, good will, and financial standing and respon-
sihi]ity of the respondent Pan Motor Co., and have sup-
Pressed and concealed from the public facts relating to and -
affecting the plans of organization and the financial standing

186305°- ~20-——27
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and condition of the said company; and respondents con-
tinue so to do.

Par. 9. That during said period and with like purpose and
effect the respondents, and each of them, at divers times have
falsely stated, represented, advertised, and published that
subscriptions to the capital stock of the Pan Motor Co. wonld
be limited to 25 shares to each subseriber and that limited
allotments for stock would be made to particular States,
cities, and communities, whereas in fact subscriptions and
allotments were not so limited.

Par. 10, That during said period and with like purpose and
effect the respondents, and each of them, at divers times have
made, advertised, published, and circulated false and mis-
leading statements, civeulars, advertisements, pamphlets,
and publications regarding the desigm, manufacture, produc-
tion. and price of certain automobiles and motor vehicles rep-
resented as being manufactured by the respondent, Pan Mo-
tor Co.; and respondents continue so to do.

Pag. 1. That during said period and with like purpose and
effect respondents, and each of them, at divers times have
procured the publication of articles and reports indorsing
and praising the Pan Motor Co., its officers and organiza-
tion; and said respondents, and each of them, have caused
the said articles to be reprinted, pnblished. and eireulated,
and have falsely represented and advertised the same to have
been written and published independently and voluntarily
by disinterested parties; and respondents continue so to do.

Pag. 12. That during said period and with like purpose and
cffect respondents, and each of them, at divers times have
cansed to be printed, published, advertised, and eirenlated
certain letters purporting to be letters indorsing the re-
spondent, Samuel C. Pandolfo, and the respondent, Pan Mo-
tor Co., after the respective authors of the letters had with-
drawn and repudiated the same and forbidden the further
use and circulation thereof; and the respondents continue so
to do.

Pan. 13. That during said period and with like pnrpose and
effect respondents, and each of them, at divers times have
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made, published, advertised, and circulated false and mis-
leading statements, representations, predictions, and prom-
ises relating to the design, production, and manufacture of a
certain motor tractor, described as the “Pan Tank-Tread
Tractor ”; and respondents continue so to do.

Par. 14. That during said period and with like purpose and
effect respondents, and each of them, at divers times have
made, published, advertised, and circulated false, misleading,
unfairy and unfounded statements, charges, criticisms, and
comments regarding the jurisdiction, authority, investiga-
tions, reports, findings, proceedings, and ovders of various
State, municipal, and governmental departments, commis-
sions, committees, and agencies, and the personnel thereof;
and respondents continue so to do.

Par. 15. That during said period and with like purpose
and effect, and with the further purpose and intent of creat-
ing the impression and belief that the stock of the 'an Motor
Co. was ratably equal in value to Liberty bonds, respondents,
and each of them at divers times have made, advertised, pub-
lished, and circulated false and misleading statements, an-
nouncements, and reports regarding the value of the stock of
the Pan Motor Co., and false and misleading and exageerated
statements, representations, reports, and predictions regard-
ing the volume and nature of the business done by the Pan
Motor Co. for the United States Government.

REPORT, FINDINGS AS TO TilE FACTS, AND
ORDER,

The Federal Trade Commission, having issued and served
its complaint herein, wherein it is alleged that it had reason
to believe that the above-named respondents, Pan Motor Co.
and Sanmuel C. Pandolfo, have been and now are using un-
fair methods of competition in interstate commerce, in vio-
lation of the provisions of section 5 of an act of Congress
approved September 26, 1914, entitled * An act to create
& Federal Trade Commission, to define its powers and duties,
and for other purposes.” and that a procecding by it in
respect thereof would be to the interest of the public, and
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fully stating its charges in that respect, and respondents
having entered their appearance and having filed their
answer admitting certain allegations of said complaint and
denying certain others thereof, and the Commission having
offered testimony in support of the charges of said com-
plaint, and the respondent Samuel C. Pandolfo having
rested his ease without introducing evidence, and the re-
spondent Pan Motor Co. having introduced its evidence, and
the matter having been duly argued before the Commission
by counsel for the respondent Pan Motor Co., and the Com-
mission having duly considered the record and being fully
advised in the premises, now makes its report and findings
as to the facts and conclusions.

FINDINGS AS TO THE FACTSR,

Paracrarn 1. That the respondent, Pan Motor Co., is a
corporation existing and doing business under and by virtue
of the laws of the State of Delaware, having its principal
office and place of business in the city of St. Cloud, Minn.;
that the said respondent, Pan Motor Co., was incorporated
the 9th day of January, 1917, with an authorized capital
stock of $5,000,000, common stock divided into shares of the
par value of $5 each : that the said stock has been offered and
sold to the public at $10 per share.

Par. 2. That the snid Pan Motor Co. was conceived and
promoted by the respondent, Samuel €. Pandolfo, who
caused the said company to be incorporated and organized.

Par. 3. That during the months of October, November,
and December, 1916, and prior to the incorporation of the
said Pan Motor Co., the respondent, Samuel C. Pandolfo,
solicited and obtained subseriptions to stock of the said Pan
Motor Co.

Pag. 4. That during the said months of October, Novem-
ber. and December, 1916, and thereafter subsequent to the in-
corporation of the said Pan Motor Co., the stock of the said
company was offered and sold to subscribers under a sub-
seription agreement of substantially the following form and
tenor, to-wits
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SUBSCRIPTION FOR STOCK OF THE I’AN MoTor COMPANY.

Price per share, $10.00. Dar vulue per share, $5.00. Application by
muaik.

I hereby subscribe for ______ shares of the capitul stock of the Pan
Motor Compuany, incorporated under the laws of Deluware for
$5,000,000.00, and agree to pay for same a8 follows:

S with this applieation,

$ onthe .___dayof _____.__.__ 101,

L S onthe o__duy of o_________ 191_, and
$ onthe ____dayof __________ 191_.

This stock is nonassessable and carrvies voting nrivileges,

This stock, when fully puid for in cash, to be issued to me or my
order.

The legal owners of this stock shall be entitled to purchase automo-
biles and other machines mannfactured by the Paun Motor Company,
for their own personal use, ut the eatalogue price, less 15 per cent,
f. 0. b. the fuctory.

I agree that the Immediate value of this stock 1s at least $10 00 per
shure, due to the plan of organlzation in ereating advanee purchasers
for the company’s products wherever possible while selling the com-
puny’s stoek, and I expressly agree and consent that the first halt of
the amount of thix subseription shall be construed as the excess
amount over and above par und which the direetors may use for
any and all purposes for the benefit of the compuny within their
diseretion,

This upplicatlon and the stock certitleate, when issued, constitute
the entire contract between the company and the subscriber. No al-
terations or varintions hereof, and no statements, pronises, or agree-
ments, not contalned hereln, shall be binding on said company unless
expressly approved in writing by an executive officer of sald company.

(Also print name of subscriber (8trect and number.)
plainly on this line above.)

(Date.) (Town nnd State,)

Par. 5. That the respondent, Samuel C. Pandolfo, caused
the said Pan Motor Co. to be organized and incorporated
ostensibly for the purpose of manufacturing passenger auto-
mobiles, and the said Samuel C. Pandolfo, both before and
after the incorporation of said company, advertised and
represented sume to the public as a company which would
manufacture automobiles in large quantities.
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Pakr. 6. That upon the incorporation of the said Pan
Motor Co., the respondent Samuel C. Pandolfo, claiming to
act by authority of the subscribers to the stock of said com-
pany, placed in oftice a board of directors selected by him-
self.

Par. 7. That after the incorporation of the said Pan
Motor Co., the said Samuel C. Pandolfo induced the said
board of directors to enter into certain contracts wherein
and whereby the snid Samacel C. Pandolfo was appointed
the fiscal agent of the company and was intrusted with the
entire supervision of the sale of the stock of said company,
and was permitted and allowed to retain the first $5 paid
nipon exch share of stock, pursuant to the aforesaid subserip-
tion agreement ; that the contracts hetween the said Samuel
C. Pandolfo and the Pan Motor Co. were modified from time
to time, in some respects; but from the time of the incorpora-
tion of the said company, up to the month of December,
1919, said Samuel C. Puandolfo had entirve charge of the sale
of the stock of said company and all the advertising con-
ducted in connection therewith.

Par. 8. That since the 9th day of January, 1917, the stock
of the Pan Motor Co. has been offered and sold in interstate
commerce by the respondents in competition with divers
other persons, firms, copartnerships, and corporations selling
stocks and other securities.

Paxr. 9. That up to the commencenent of this proceeding
there was issued and ontstanding stock of the respondent Pan
Motor Co. of the par value of $2,061913.06, for which the
subscribers severally paid the sum of $10 per share; that the
said Pan Motor Co. had, up to the commencement of this
procecding, recetved additional subscriptions to its eapital
stock aggregating the snm of F1L 04226694, par value, for
which the subseribers severally had agreed to pay the sum
of $10 per share, and at the commencement of this proceed-
ing the Pan Mator Co. had received from the sale of its said
stock the stin of $4,723.811.69: that the said stock has been
sold and distributed throughout the United States and in
foreign countries, and on or about the 19th day of Mareh,
1919, there were of record 54,000 subseribers to the stock of
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the said Pan Motor Co., of whom 39,000 had fully paid their
subscriptions; that as of September 30, 1918, the sum of
$1,156,667.53 had been paid as commissions to salesmen and
agents for the sale of stock of said company. That as of
September 30, 1918, the sum of $553,752.38 had Dbeen re-
ceived and retained by the respondent Samuel C. Pandolfo
as alleged commissions and for alleged services as fiscal agent
for said company; that other large sums ageregating over
$500,000 have been paid and expended from the proceeds of
the sale of said stock for advertising, salaries, and other
purposes.

Par. 10. That Loth before and since the incorporation of
the said PPan Motor Co., the respondent Samuel C. Pandolfo,
as fiscal agent of said company, solicited subseriptions to the
stock of the said Pan Motor Co. throughout the United
States by means of advertisements in newspapers and maga-
zines, circular letters, pamphlets, reports, and special articles,
and through personal solicitation by a large foree of stock
salesmen,

Pan. 11. That in connection with the sale and offering for
sale of said stock in the course of interstate commerce the
respondents, Samuel C. Pandolfo and Pan Motor Co., have
practiced certain unfair methods of competition hereinafter
set forth:

(a) That during a period of two and onec-half years
last past and for the purpose of selling said stock and
obtaining subscriptions therefor, the respondent Sum-
uel C. Pandolfo, as fiseal agent for said company, at
divers times has made, published, advertised, and ecir-
culated false, misleading, and unfair reports and state-
ments concerning the plan of organization, the assets,
resonrces, business, progress, goodwill, and financial
standing and responsibility of the respondent Pan
Motor Co.. and has suppressed and coneealed from the
public facts relating to and affecting the plans of or-
ganization and the financial standing and condition of
the snid company.

(5) That during said period, the respondent Smnn_v]
C. Pandolfo, as fiseal agent of said company, at divers
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times has falsely stated, xrepresented, advertised, and
published that subseriptions to the capital stock of the
Pan Motor Co. would be limited to 25 shares to each
subseriber and that limited allotments for stock would
be made to parficular States, cities. and communities;
whereas in fact subscriptions and allotments were not
so limited.,

(¢) That during said period the respondent Samuel
C. Pandolfo, as fiscal agent of said company, at divers
times has made, advertised, published, and eirculated
false and misleading statements, cireulars, advertise-
ments, panmphlets, and publications regarding the de-
sign, manufacture, production, and price of certain
automobiles and motor vehicles represented as being
mantifactured by the respondent Pan Motor Co.

() That during said period respondent Samuel C.
Pandolfo, as fiscal agent of said company, at divers
times has procured the publication of articles and re-
ports indorsing and praising the Pan Motor Co., its
officers, and organization; and said respondent has
caused the said articles to be reprinted, published, and
cirenlated, and has falsely represented and advertised

the same to have been written and published inde-

pendently and voluntarily by disinterested parties.

(¢) That during said period respondent Samuel (.
Pandolfo, as fiscal agent of said company, at divers
times has cansed to be printed, published, advertised.
aud cireulated certain letters purporting to be letters
indorsing the respondent Samuel C. Pandolfo and the
respondent Pan Motor Co, after the respective authors
of the letters had withdrawn and repudiated the same
aud forbidden the further nse and circulation thereof.

(/) That during said period rvespondent Samuel C.
Pundolfo, as fiscal agent of suid company, at divers
times hns made, published. advertised, and eirculated
false and misleading statements, representations, predie-
tions, and promises relating to the design, production,
and manufacture of a certiin motor tractor, describied
as the * Pan Tank-Tread Tractor.”
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(¢9) That during said period, and with the further
purpose and intent of creating the impression and belief
that the stock of the Pan Motor Co. was ratably equal
in value to Liberty bonds, respondent Samuel C. Pan-
dolfo, as fiscal agent of said company, at divers times
has made, advertised, published, and circulated false and
misles uhmr statenmients, announcements, and reports re-
garding the value of the stock of the Pan Motor Co.,
and false and misleading and exaggerated statements,
representations, reports, and predictions vegarding the
volume and nature of the business done by the Pan
Motor Co. for the United States Government,

Pag. 12, That in the month of December, 1919, the board
of directors requested the resignation of the respondent
Samuel €. Pandolfo as diveetor and president of the re-
spondent Pan Motor Co.. and on December 12, 1919, the
respondent Samuel C. Pandolfo resigned as such president
and director.

CONCLUSIONS,

That the methods and practices hereinbefore et out were
devised and used by the respondent Samuel C. Pandolfo as
president and fiseal agent of the respondent Pan Motor Co.
for its benefit and in its behalf and were devised and used
by the said Samuel C. Pandolfo individually and in his own
behalf, and that as to each respondent, the methods and
practices herein above set forth constituted unfair methods
of competition.

ORDER TO CEASE AND DEXIST,

The Federal Trade Commission having issued and served
its complaint herein, wherein it is allesed that it had rea-
Son to believe that the above-named respondents, Pan Motor
Co. and Samuel C. Pandolfo, have been and now are using
unfair methods of competition in interstate commerce, in
Violation of the provisions of section 5 of an act of Congress
Approved September 26, 1914, entitled “ An act to create a
Federal Trade ¢ ommission. to define its powers and duties,
and for other purposes.” and that a proceeding by it in re-
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spect thereof would be to the interest of the public, and
fully stating its charges in that respect, and respondents
having entered their appearance and having filed their
answer admitting certain allegations of said complaint and
denying certain others thereof, and the Commission having
offered testimony in support of the charges of said com-
plaint, and the respondent Samuel C. Pandolfo having
rested his ease without introducing evidence, and the re-
spondent P’an Motor Co. having introduced its evidence, and
the matter having been duly argued before the Commission
by counsel for respondent Pan Motor Co., and the -Commis-
sion having duly considered the record, and being fully ad-
vised in the premises, and having made and filed its report,
findings as to the facts, and conclusions, which said report,
findings, and conclusion are hereby referred to and made a
part hereof: Now, therefore, .

It i ordered, That the respondents, Samuel C. Pandolfo
and Pan Motor Co., forever cease and desist {rom directly
or indirectly:

(1) Publishing, advertising, or circulating false, mis-
leading, or unfair reports or statements concerning the
plan of organization; the assets, resources, husiness,
progress, good will, or inancial standing of the Pan Mo-
tor Co.: or concerning the value of the stock thereof,

(2) Making, advertising, publishing, or ecirculating
false or misleading statements, eirenlars, advertisements,
pamphlets; or publications regarding the design, manu-
facture, production, or price of certain antomobiles or
motor vehicles represented as being manufactured hy
the Pan Motor Co.

(3) Causing to be printed, published, advertised or
circulated any letters purporting to be indorsements of
said Samuel C. Pandolfo or said Pan Motor Co., when
the anthors of such letters have withdrawn or repudi-
ated the same or forbidden the further use or circulation
thereof.

(4) Making. publishing, or circulating any false state-
ment or advertisement for the purpose of selling the
stock of the Pan Motor Co. in interstate commerce,
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nd it is further ordered, That said respondents, Pan Mo-
tor Co. and Samuel C. Pandolfo, shall within 60 days from
the date of service of this order file with the Commission a
report setting forth in detail the manner and form in which
they have complied with the order of the Commission herein
set forth.



