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Syllabus 

IN TilE MATIER OF 

SCREEN BROADCAST CORPORATION ET AL. 

COl\lPLAI:iT, FINDINGS, AND OnDEn IN nEGAnD TO THE ALLEGED VIOLATION 
OF SEC. 5 Ob' AN ACT OF CONGUESS Al'PHOVED SEl'T. 26, lUH 

Docket 47SG. Complaint, Mar, 19, 19~2-Dccision, June 25, 194J 

Where five corporations which (1) were engaged in the production and Interstate 
sale, lease, rental, and distribution of commercial motlon·pictul·e films to or 
on the order ot manufacturers and national advertisers of various prouucts, 
and In the furnishing o! displny service to advertisers In motion-picture 
theaters through the use of such ftlms, controlling more than 00 percent of 
the volume o! business done in the motion picture screen advertising Indus­
try; (2) had und<'r contract to display advertlslug films-under either 
national pt·ograms or cooperative programs, ln latter of which cost Is borne 
Jointly by manufacturer and its local dealers-about 8,000 motion-picture 
theaters (of the approximately 16,0CO In the United States) In small cities 
and towns; (3) were from time to time In tree, active, and substantlnl com­
petition with other film distributors and advertisers who prouucr.d their own 
films; anu prior to the nets and practices below set tot·th, were In such 
competition with one another; 

.Acting In cooperation with one another or with and through corporate "General 
Screen Advertising" or "GSA" booking agency, controlled by one of their 
members, and its chairman, anu alo~o with and through their association, 
organlzec.l to adopt rules and regnlatlons governing the bundling of cooperative 

( auvertlslng tllms ond Jlrogrums, and Its secretary-
a) Entered Into understandings and ngrcemmts between and among themselves 

and with other film dlstt•lbutors as to screening rates and commissions and 
other terms and conditions In connection with the Interstate sale, lease, 
rental, antl distribution of films containing auvertlsements solicited from 
national advct'tlt>crs; nnc.l pur~Suant to such understandings, etc., and In 
furtheranee the~·eor (1) entered Into Individual contracts with wovlng·plcture 
exhibitors for the exclusive prlvlh>ge of exhibiting In their theaters com­
mercial or advertising motion-picture tllms, usually tor l:i-yenr periods; 
(2) organized as their only channel for solicitation of national advertising 
contracts !rom manufacturers, aforel'ald corpornte "GSA," with the exc£>p­
tlon that two of thPir number also used as a booking agency tor certain ter· 
rltory corporate ''Scrt'l'n Broadcast Corp." or "SDC," as belO\V s£>t forth; 
find (3) either directly or through their said booking agencies, fixed the 
di!!ploy ratl's to be cbnrgt•d manufacturers, the rates, cowruisslons, and other 
corniK.'IIsutlon to be allowed the ogPneles, and the terms and conuitlons under 

\\'h Whi<.:b national adv£>rtf,.;lng 1llms were to be ~hown In theaters; and 
(b ere llald "GSA" booking agPney nnd snld distributors-

) l'rt•pnroo, promul.,;att><l, e:~wcutt•d, and carried out~xc£>pt In the territory 
110rth {Jf VIrginia ond t•n~>t ot Ohio, whe1·e aCort•sald "SBC" llnd arrangem<'nts 
lK·Iow descrllx•d-uultorm cotllstrllmtor ugrel•IUents wherrunder (1) distrib­
Utors Wf>re to tumlsh "GSA" n ll~;t ot nil theaters under contract, tor class!· 
1lcnuon by It according to slzt•, circulation, d••slrabllily, and minimum rate 
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per thousand weekly atteudance; (2) without Its specific authority, no diS· 
tributor was to assign or make any listed theater avallable to any competitor 
for national motion-picture advertising, or list any theater contracts assigned 
to It by another; (3) no dlstri!Jutor was to accept or release any films oth«:>r 
than cooperative film advertising tor a national advertising account, unless 
booked and released through snld "GSA"; ( 4) "GSA" was to have power 
arbitrarily to decide conflicts between distributors as to exhibitor contracts; 
(IS) prescribed penaltl«:>s were to be Imposed for various violations of contract 
and rules -governing the distribution ot, and the fixed screening rates of com· 
pensatlon fot•, national film advertising; (6) distributors were to refer to 
"GSA" all prospects tor such advertlslug; (7) "GSA" was to collect from 
national advertisers tor all screen showings and remit to resJJCCtive distrib· 
utors a fixed percentage of the grol's amounts collected; and (8) distributors 
were to observe certain "rate cards" Issued by "GSA" for computing thll 
screening rate for each theater on tile basis of weekly attendance; and 

Where aforesaid and certain other distributors-
( c) Organized tllrlr afore~;aid a:>soclutlon and adopted and observed rules and 

regulations governing cooperative advertising transactions with manu!ac· 
turers whereby (1) membership was llmlt<>d to companies who were regn· 
larly engugrd In furnishing fllm ndvet·tlslng dl!~play service for advertisers 
In th~>aters and had contracts therefor; (2) "st:mdnrd advertising programs" 
t"Onslsted of those produced !or mnnnfacturP.rs for th('!r whol<>sale or retail 
ouuets on either a sponsorrd or Jmrtldpntlng busls, and conslstt>d ot nt least 
13 films or 8Jlrclfied length; (3) a standard rute book wns printed by members 
after JlstiiJg at semiannual meetings all thPutt>rs available for showing munu· 
factnre1·-denler programs, along with rorrr!;pondlng rntrs of com}Jensatlon 
agreed to be observed In membrrs' drnllngs with advertisers nnd thf'atE'rS; 
(4) the "originator" or seller, of a standard program to a manufacturer, 
r!!cehetl n minimum comm!J;~lon of 10 ll<'t·ceut on the gross volume of dealer 
contracts sold by the "pnrtlclpntorR," or association mPmhers who accepted 
the Jlrogrnm and pnrtldpntt>d In the sdllng and sPrvlclng of It; (IS) purtici· 
pators, upon nccPptnnre of a program, lt'asPd or rented the necessary fi!Dl 
prints from the originator nt prkNI fb'Pd by thP assodntlon; and (6) pnrtlcl· 
pntors made monthly rrports to the originator ~>bowing the number ot shiP" 
ments they made on ench originator's prol!',ram; nnd 

Where two or said distributors, said •·snC" booking agency, and its president-
( d) Ent('rl'd Into undE'rstandings and agr('('nl!'nts with rr~rwct to the Sllle of snld 

nd\'l'rtlslng film to all national advertl~l'I"S lomtl'd In the northenstC'rn Unltrd 
Statr11; nnd 

Where snld "SDC'' booking ngrnry, pursuant thrreto, nud acting In conrC'rt with 
others abon• referred to-

(e) Acted os uclush·e nntlonol !mil's rl'J»resPntntlve for snld two distributor~ 
In thP territory t>ast of Ohio an«] north nf Virginia, and part of Mlrhlg1111' 

Including DPtrolt, In which "SDC" lind sole right to sollC'It antl flell tlllll 
advrrtlslng to nil nntlonnl ndvPrtls!'rs whose home omres nnd ndvl'rtlsln.' 
ng!'ncll's were IomfC'd thl'rPin, and In whkh flnld two distributors nl!;rM'd not 
to arcrpt nny fiLWb nd\'(•rtlslng from any source other thnn ''SDC'': and d 

(f) Sold SUC'h ad\'C'rtlslng to such advertl:if'rs for sCI"l't'nlng In thf'aters rontrollt' 
by said two distributors according to attendance tlgurrs or nt rotrs of rotll" 
p(>nsatlon ll~tNl with It by surh distributors, but su!Jj<'rt to the pro,·isfo!l 

t-' that If tlle dl11trlbutors' attE'ndanre fignr!'S or lls!t'<l rah•s with r{·~tl('Ct 
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any theater were lu excess of those published by aforesaid "GSA" booking 
agency, "SDC" was authorized to and did sell such advertising at "GSA's" 
figures; 

With et'fect of unduly restraining and suppressing competition in the sale, leasing, 
rental, and distribution of commercial motlon-IJicture films in commerce, and 
with capacity and tendency to create a monopoly therein: 

Held, That such acts and prnctlces, under the circumstances set forth, were all 
to the prejudice of compet!toi·s and of the public, and constituted unfair 
methods of competition in commerce. 

Before Air. lV. W. Sheppard, trial examiner. 
Mr. E1)erett F. Ilaycraft for the Commission. 
Mr. WillardS. JJc/{ay, of New. York City, for Screen Droadca&t 

Corporation and Albert E. Fair. 
Mr. David Strickler anJ. .llr. Tlwmas },[, Burgess, of Colorado 

Springs, Colo., for General Screen AJ.vertising, Inc., J.D. Alexander, 
Association of Advertising Film Companies and Alexander Film Co. 

Rosen, [{ammer, Wolff & Farrar, of New Orleans, La., for C. J • 
. Mabry anJ. Motion Picture Advertising Service Co., Inc. 

Morrison, Nugent, Berger, Byers & Jolms, of Kansas City, Mo., for 
United Film AJ. Service, Inc. 

Oppenheimer, II odgson, Brown, Donnelly & Baer, of St. l'aul, 
Minn. for Ray-llell Films, Inc. 

Mr. John Francis Thice, of IndepenJ.ence, Mo., for A. V. Cauger 
Service, Inc. 

CoMrLAINT 

Pursuant to the provisions of the Federal Trade Commission Act 
and by virtue of the authority vest<'d in it by said act, the Federal 
l'rade Commission, havin" reason to believe that the respondents 
named and represented in the caption hereof, and more particularly 
d~;ribed and referrl'd to as respondents herein, have violated th~ P.ro­
\'lslons of section ~ of saiJ. act, and it appearing to the Comm1ss10n 
that a proc<'Nling by it in rl'spect thereof would be in the public in­
terest, hereby issues its compbint, stating its charges in that respect 
as follows: 

PARACR.\rH 1. Uespondcnt, Screen Broadcast Corporation, herein­
after referred to as respontlent snc., is a corporation, org~ni~ed under 
the laws of the Stnte of New York with its office and prmc1pal place 
of business located at 30 Uockefeller Plaza, New York City. 

R(•spond<'nt, Alh<'rt E. Fair, owns the entire. ca~ita.l .stock of re­
sponuent, SfiC., anJ. is nnmPJ. rcr-:ponuent herelll, llldlVldUally, and 
as President of said torporation, . 

Rer-pon<lent General Screen Advertising, Inc., heremaftrr referred 
to ns rPspowl~nt, GSA., is a corporation, org~niz~d under the la:ws 
of the State of Delaware in December 1937, w1th 1ts office and prm-
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cipal place of business located at 400 North Michigan A venue, Chi· 
cago, Ill. Said respondent corporation succeeded to the business of 
a corporation of the same ·name organized as a nonprofit corporation 
under the laws of the State of Illinois in Hl33 by respondent, Alex­
ander Film Co., and respondent, Motion Picture Advertising Service 
Co., Inc. 

Respondent, J. D. Alexander, president of respondent, Alexander 
Film Co., owns the majority of the capital stock of respondent, GSA., 
and is named respondent herein, individually, and as chairman of the 
board of directors of said respondent, GSA. 

Respondent, Association of Advertising Film Companies, herein­
after referred to as respondent association, is a voluntary unincor­
porated association of advertising film companies, including the re­
spondents, Motion Picture Advertising Service Co., Inc., United Film 
Ad Service, Inc., Ray-Dell Films, Inc., Alexander Film Co., and A. V. 
Cauger Service, Inc. Said association was organized in September 
1938, to adopt rules and regulations governing the handling of cooper­
ative advertising films and programs. 

Respondent, C. J. Mabry, vice president and treasurer of respond­
ent, 1\lotion Picture Advertising Service Co., Inc., is named respondent 
herein, individually, and as secretary of respondent association. 

Respondent, .Motion Picture Advertising Service Co., Inc., herein· 
after referred to as respondent, MPA, is a corporation organized under 
the laws of the State of Louisiana with its office and principal place of 
business located at 1032 Carondelet Street, New Orleans, La. 

Respondent, United Film Ad Service, Inc., hereinafter referred to 
as respondent, United Film, is a corporation organized under the laws 
of the State of Missouri with its ollice and principal place of business 
located at 244!) Charlotte Street, Kansas City, Mo. 

Tiespondent, Ray-Dell Films, Inc., hereinafter referred to as respond­
ent, Ray-Dell, is a corporation organized under the laws of the State 
of Minnesota with its ollice and principal place of business located at 
22G9 Ford Parkway, St. Paul, l\linn. 

Uespondent, Alexander Film Co., hereinafter referred to as respond· 
ent, Alexander, is a corporation organized under the laws of the 
State of Dt'laware with its office and principal place of business located 
in Colorado Sprin~s, Colo. 

Ucspondent, A. V. Cauger Servict', Inc., hereinafter referred to as 
respondent, CaugE>r, is n. corporation orgn.nized under the laws of the 
State of Missouri with its office and priucipnl place of business located 
at lO:J--22 Winner Houd, Independence, Mo. 

JlAR. 2. The said respondents, l\IPA, United Film, Ray-Dell, Alex· 
ander, and Cauger, hereinafter referred to collectively us respondent 
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distributors, are all engaged in the business of producing, selling, leas­
ing, renting, and distributing commercial motion-picture films to or 
on the order of manufacturers and national advertisers of various 
products, and other distributors of motion-picture films, and the fur­
nishing of display service to advertisers in motion-picture theaters 
through the use of such films. Said respondent distributors cause said 
films, when produced, sold, leased, or rented to be transported from 
their respective studios and places of business to motion-picture the­
aters located throughout the several States of the United States and 
in the District of Columbia, where said films are displayed on the 
111.oving-picture screens of said theaters for a specified length of time, 
usually 1 week, at the conclusion of which, said films are returned to 
respondent distributors for any necessary repairs thereto and then 
said films are again transported to and from other theaters in the 
sa111.e manner. There has been, and now is, a constant recurring course 
of interstate trade and commerce in said films throughout the several 
States of the United States and in the District of Columbia. 

The business of distributing advertising films originated in showing 
screen advertising for local merchants in local theaters and this was, 
and still is, known as local advertising. In the beginning advertising 
films for display on local moving-picture screens were produced by 
the film distributor who serviced the theater and handled the entire 
transaction, paying or allowing the theater a certain amount for the 
Use of the screen and retaining the balance of the amount of compen­
sation received from the merchant. This form of local screen adver­
tising is still carried on by all of the respondent distributors on an 
ex:tensive scale, each distributor handling such advertising in its own 
way . 
. Approximately 12 years ago, manufacturers of nationally adver­

tised products became interested in motion-picture screen advertising 
!l.~d through their advertising agencies put on advertising campaigns 
'With various advertising film distributors who were supplying com­
tnercial motion-picture film to exhibitors. As a result there grew 
Up in the screen-advertising industry the production and use of so­
Called national advertising films, consisting of short screen playlets 
Produced in black and white, or color, and with sound, depicting the 
Products of manufacturers, the cost of production and screening of 
"'hich was entirely borne by the manufacturer; and so-called coop­
erath·e advertising films, which ft>atured similar advertising insti­
gated by the manufactur<'r, but the cost of which is borne jointly by 
the 111.anufacturer and its local dealers. Where it is desired, a dealer 
signature trailf:.'r may be added to the film at the expense of the manu­
facturer or dealer, or both. 
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There are now in the United States approximately 16,000 motion­
picture theaters in operation. Of this number, approximately 8,000 
located in small cities and towns are recognized as good prospects for 
national and cooperative screen advertising and are under contract 
with respondent distributors to display films advertising products 
under either national advertising or cooperative programs. 

PAR. 3. Said respondent distriqutors during the past 12 years have, 
from time to time, been in free, active, and substantial competition 
with other film distributors in the sale, rental, and distribution of 
commercial motion-picture films in commerce and also in competition 
with some advertisers who produce their own films and seek to have 
them displayed or shown on the screens of local theaters. Prior to 
the adoption of the practices hereinafter alleged, respondent dis­
tributors were in free, active, and substantial competition with each 
other, and but for the nets and practices hereinafter alleged, said 
respondent distributors and other distributors woulU now be in free, 
active, and substantial competition. 

Said respondent distributors constitute a large and important part 
of the motion-picture screen advertising industry, controlling more 
than 90 percent in the aggregate of the volume of business done in 
said industry. Said respondent distributors, as allied and banded 
together in respondents, SDC., GSA., and Association, are enabled 
thereby to exercise more effectively the control and influence of trade 
and commerce in said industry. 

PAn. 4. Respondent distributors acting in cooperation with each 
other and through and in cooperation with respondents, SDC., re­
spondents, GSA., and respondent, Association, and individual re­
spondents, Albert E. Fair, J.D. Alexamlcr, and C. J. Mabry, during , 
the period of time, to wit, since the year 1933, and particularly during 
and since the year 1937, have entered into understandings, agreements, 
combinations, and conspiracies between and among themselves and 
with other film distributors to hinder and suppress competition as to 
the screening rates and commissions and other charges in the in­
terstate sale, lease, rental, and distribution of advertising films con­
taining advertisements solicited from national advertisers; to restrain 
interstate trade in said advertising films, to hinder and suppress 
competition Letwcen and among producers and distributors of said 
advertising films, and to create a monopoly in the interstate sale, lea~c, 
rental, and distribution of said ad,·ertising films. Pursuant to said 
understandings, agreements, combinations, and conspiracies, aml in 
furtherance thereof, said respondents have acted in concert and in 
cooperation with each other in doing and performing the following 
methods, nets, and practices: 
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(a) The respective respondent distributors entered into individual 
contracts with moving-picture exhibitors for the exclusive privilege 
of exhibiting commercial or advertising motion-picture films in the 
theater or theaters owned or controlled by the said exhibitors for a 
specified period of time, usually for 5 years. 

(b) Respondent distributors organized or caused to be organized, 
respondent GSA, nnd respondent, snc, as booking agencies to SO• 

licit national a~vertising contracts from manufacturers for and on 
Lehalf of respondent distributors. 

(c) Respondent distributors, either directly or through respond· 
c,nts, GSA and SDC, determined and fixed the screening rates to be 
charged manufacturers, and the rates, commissions, and other amounts 
of compensation to be paid. or allowed the booking agencies and ex­
hibitors and the terms and conditions under which national adver­
tising films are to be shown in various theaters of exhibitors with 
Whom respondent distributors have contracts. 

(d) Respondents, l\fPA and United Film, their officers and di· 
rectors, entered into a distributors' agreement with respondent, snc, 
and respondent, Fair and others, in October 1939, to remain in effect 
Until the year 1945, containing, among others, provisions to the follow· 
ing effect: {1} That respondent, SDC, shall act as exclusive national 
sales representative for respondents, MPA and United Film, in the 
::N"ortheastern territory, comprising roughly the territory east of the 
State of Ohio, north of the State of Virginia, and a part of the State of 
Michigan; (2) that in said territory respondent, snc, and respondent, 
Fair, shall have the sole and exclusive right to solicit and sell national 
motion-picture film advertising to all national advertisers (those who 
carry advertisements in at least three magazines with circulation in 
three or more States) whose home offices and whose advertising 
agencies are located within said territory; and that each of the said 
distributors agree not to accept any national motion-picture film ad­
l'ertising from any source other than snc in said territory; (3) that 
snc will sell motion-picture film advertising to such national ad· 
\'ertiscrs for screening in theaters controlled by the said distributors 
accordin" to attendance firrures or scrcenin" rates of compensation 
listed with said SBC by the respective distributors: Provided, how­
ever, That if any said distributor's attendance figures or listed rates 
With respect to any theater is in excess of that established by re-
8Ponuent, GSA in its published attendance listings or compensation 
ratings the said snc is authorized to sell national advertising for 
fiUch th'E>atcrs at the attendance figures and rates published by said 
respondent GSA. 
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(e.) Respondent distributors and respondent, GSA, in 1940 pre· 
pared, promulgated, and executed uniform codistributor agreements 
between respondent, GSA, and respondent distributors containing pro­
visions to the following effect: ( 1) That respondent distributors shall 
furnish respondent, GSA, a list of all theaters under contract which 
are to be classified by respondent, GSA, according to size, circulation, 
desirability, and minimum rate per thousand weekly attendance; (2) 
that without specific authority, from respondent, GSl\., no distributor 
will make any theater so listed available to any competitor for national 
motion-picture advertising, nor list any theater contracts assigned to 
it by another; ( 3) that the distributors shall not accept or release any 
film, except cooperative film advertising for a national advertising ac­
count, unless such film is booked and released through respondent, 
GSA; (4) that respondent, GSA, shall have power to arbitrarily de­
cide conflicts between distributors as to contracts with exhibitors; (5) 
a list of penalties were prescribed for various violations of the con­
tract and rules governing distribution of, and the fixed screening rates 
of compensation for, national film advertising; (6) that respondent 
distributors shall refer to respondent GSA, all prospects for national 
advertising; (7) that respondent, GSA, shall collect from the national 
advertisers for all screen showings and remit to the respective distrib· 
utors a fixed percentage of the gross amount collected; (8) that re· 
spondent distributors shall observe the rate card issued by respondent, 
GSA, for computing the screening rate for, or amount of compensation 
due, each theater based upon weekly attendance. Respondent distrib· 
utors and respondent, GSA, carried out and put into effect all the 
above-described provisions of said codistributor agreements through· 
cut the country except in the territory north of the State of Virginia 
and east of the State of Ohio, where respondent, SDC, had the arrange· 
ment described in subparagraph (d) preceding. 

(/) Respondent distributors and other distributors organized the 
respondent association in 1938 and adopted the following rules and 
regulations governing cooperative advertising transactions with 
manufacturers, which have since been observed by said respondent 
distributors: ( 1) Membership in respondent association is limited to 
companies who are r£>gularly engaged in furnishing film advertising 
display service for advertisers in theaters, nn<l who have contracts for 
such service with theaters; (2) standard ad\·ertising programs of the 
association consist of programs produced for manufacturers for 
their wholesale or retail outlets on either a sponsored or participating 
basis and consist of at least 13 films of specified length. A sponsored 
film program is one where the manufacturer has paid for all nega· 
tives and film prints and assists the association in publicizing the 
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program to its dealers; but does not participate with the dealers in 
the cost of the showings. A participating or cooperative program 
is a sponsored program in which the manufacturer also participates 
with the local dealer in the cost of display service in theaters; (3) 
the association member who sells a standard association program 
to a manufacturer is known as the originator and the other members 
of the association who accept it and participate in the selling and 
servicing of the program are known as participators; ( 4) a standard 
rate book is printed by the association members after semiannual 
meetings during which all theaters available for showing manufac­
turer-dealer programs are listed with corresponding rates of compen­
sation which the tnembers agree to observe in their dealings with 
such theaters; ( 5) the originator receives a minimum commission 
of 10 percent on gross volume of dealer contracts sold by partici­
pators; (6) participators upon acceptance of a program from origi­
nator ]ease or rent the necessary supply of film prints from the origi­
nator at rates fixed by the association; (7) participators make monthly 
reports to the originator showing number of shipments made by 
participators on each originator's program. 

PAn. 5. Each of the said respondents at the times herein mentioned 
acted in concert and in cooperation with one or more of the other 
respondents in doing and performing the methods, nets, and 
practices hereinabove alleged in furtherance of said understandings, 
agreements, combinations, and conspiracies. 

PAn. 6. The capacity, tendency, and etfect of the aforesaid under­
!:itandings, agreements, combinations, ancl conspiracies, and the meth­
ods, acts, and practices engaged in and performed pursuant thereto 
and in furtherance thereof are, and have been (a) to unduly restrain, 
lesspn, injure, and suppress competition in the interstate sale, lease, 
rental, and distribution of commercial motion-picture films; (b) to 
Unduly hinder and prevent competing producers, sellers, and distribu­
tors of commercial motion-pictme films from selling, leasing, renting, 
and distributing such film for shipment from the various States of the 
United States where said manufacturers, producers, sellers, and lessors 
ttl'o located to and into various other States where the exhibitors of 
!:iaid f1lms are located; (c) to unduly impede, hinder, and prevent 
manufacturers of various commodities producing their own commer­
cial motion-picture films from exhibitin~ said films on the screens of 
Inotion-picture theaters located throughout the several States and 
from transporting ~uch film from the various States where said manu­
facturers are located to the prospective exhibitors thereof located in 
other Stutes of the United States; (d) to tend to create in responcl­
ents a monopoly in the sale, leasing, rental, and distribution of com-
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mercial motion-picture films in interstate commerce; (e) to prejudice 
and injure the public and manufacturers, producers, sellers, lessors, 
and distributors of commercial motion-picture films and others who 
do not conform to the program of the respondents, or who do not de­
sire, but are compelled, to conform to said program. 

PAR. 7. The acts and practices of the respondents as herein alleged 
are all to the prejudice of competitors of respondent distributors and 
of the public; have a dangerous tendency to hinder and prevent, and 
have actually hindered and prevented, competition in the sale, leas­
ing, rental, and distribution of commercia 1 motion-picture films in 
commerce within the intent and meaning of the Federal Trade Com­
mission Act; have unreasonably restrained such commerce in commer­
cial motion-picture films and have a dangerous tendency to create in 
respondents a monopoly in the sale, leasing, rental, and distribution 
of said films, and constitute unfair methods of competition in com­
merce within the intent and meaning of section 5 of the Federal Trade 
Commission Act. 

HEronT, FINDINGS As TO TIIE F Acrs, AND OnDER 

Pursuant to the provisions of the Federal Trade Commission Act, 
the Federal Trade Commission -on March 19, 1942, issued and subse­
quently served its complaint in this proceeding upon the respondents 
named in the caption hereof, charging them with the use of unfair 
methods of competition in commerce in violation of the provisions of 
that act. After the filing of respondents' answers to the complaint, 
testimony, and other evidence in support of the allegations of the com· 
plaint were introduced by the attorney for the Commission before a 
trial examiner of the Commission theretofore duly designated by it, 
and such testimony and other evidence were duly recorded and filed 
in the office of the Commission. Subsequently, n stipulation of facts 
was entered into by and between 1V. T. Kelley, chief counsel for the 
Commission, nnd the attorneys for all of the respondents, except Screen 
llroadcast Corporation and Albert E. Fair, which provided that, sub· 
ject to the approval of the Commission, the statement of facts in such 
stipulation might Le made a part of the record herein and might be 
taken ns facts established in the proceeding, nnd that the Commission 
might proceed upon such statement of facts, together with any testi· 
mony taken in the procPeding, to make its report stating its findings 
ns to the facts (including inferences which it might draw from the 
stipulated facts) nnd its conclusion based thereon and enter its order 
disposing of the proceeding as to such respondents without the filing' 
of briefs or oral argument. 



SCREEN' BROADCAST CORPORATION,, ET AL. 967 

!!57 Findings 

Thereafter, additional hearings were held before the trial examiner, 
at which additional testimony and other evidence were introduced 
with respect to respondents, Screen Broadcast Corporation and Albert 
E. Fair, and such testimony and other evidence were duly recorded 
and filed in the office of the Commission. SubscqQently, the proceed­
ing regularly came on for final hearing before the Commission on the 
compla.int, the answers thereto, stipulation of facts (such stipulation 
having been accepted and approved by the Commission), testimony, 
and other evidence, report of the trial examiner upon the evidence and 
the exceptions filed by respondents, Screen Broadcast Corporation and 
Albert E. Fair, to such report, brief in support of the complaint and 
brief in oppositio:r;t thereto filed on behalf of respondents, Screen 
Broadcast Corporation and Albert E. Fair, and oral argument by 
the attorney for the Commission and the attorney for respondents, 
Screen Broadcast Corporation and Albert E. Fair; and the Commis­
sion, having July considered the matter and being now fully advised 
in the premises, finds that this proceeding is in the interest of the 
public and makE's this its findings ns to the facts and its conclusion 
based thereon. 

FINDINGS AA TO TITF. F \fT'l 

PARAOHAPII 1. Uespondent, Screen Broadcast Corporation, herein­
llfter referred to as respondent, snc, is a corporation, organized 
under the laws of the State of New York, with its office and principal 
Place of business located at 30 Rockefeller Plaza, New York, N. Y. 

Respondent, Albert E. Fair, is the president of respondent, SllC. 
The entire capital stock of respondent, SBC is owned by respondent, 
Fair, and members of his family. 

Respondent, General Screen Advertising, Inc., hereinafter referred 
to as respondent, GSA, is a corporation, organized for profit under 
the laws of the State of Delaware in December, 1937, with its office and 
Principal place of business located at 400 North Michigan Avenue, 
Chicago, Ill. This respondent corporation succeeded to the business 
of a corporation of the same name organized as a nonprofit corpo­
ration under the laws of the State of Illinois in 1033 by respondents, 
.Alexander Film Co. and Motion Picture Advertising Service Co., Inc. 
Uespondent, Alexander Film! Co., owns the majority of the capital 
stock of respondent, GSA. 

Respondent, J. D. Alexander, is chairman of the board of directors 
of respondent, GSA. 

Respondent, Association of Advertising Film Companies, herein­
after referred to us respondent Association, is a voluntary unincorpo­
i-atPcl as~ocintion of a'hertising film companies, including the re-
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spondents, Motion Picture Advertising Service Co., Inc., United Film 
Ad Service, Inc., Ray-Bell Films, Inc., Alexander Film Co., and A. V. 
Cauger Service, Inc. TI1e asHociation was organized in September 
1938, to adopt rules and regulations governing the handling of co­
operative advertising films and programs. 

Respondent, C. J. Mabry, is vice president of rPspondent, Motion 
Picture Advertising Service Co., Inc. At the time of the issuance 
of the complaint herein he was Secretary of ret-pondent association 
and treasurer of respondent, Motion Picture Advertising Service Co., 
Inc., but has since resigned from such positions. 

Respondent, Motion Picture Advertising Service Co., Inc., herein· 
after referred to as respondent, 1\IP A, is a corporation organized 
under the laws of the State of Louisiana. with its offiee and principal 
place of business located at 1032 Carondelet Street, New Orleans, Ln.. 

Respondent, Unit('d Film• Ad Service, Inc., hrreinafter referred to 
as respondent, United Film, is a corporation organizrtl under the 
laws of the State of Missouri with its office and principal place of 
business located at 244!) Charlotte Street, Kansas City, l\Io. 

Respondent, Ray-Bell Films, Inc., hereinaftrr refPrred to ns re­
spondent, Ray-Bell, is a corporation organizt>d under the laws of the 
State of 1\Iinncsota with its office and principal place of business 
located at 22G!> Ford Parkway, St. Jluul, Minn. 

Respondent, Alexander Film Co., hcreinaitPr referred to ns re· 
spondcnt, Alexander Co., is a corporation organized under the laws 
of the State of Delaware with its office and principal place of business 
located in Colorado Springs, Colo. 

Uespondent, A. V. Cauger Service, Inc., hereinafter referred to ns 
respondent, Cauger, is a corporation organized under the laws of the 
State of 1\fissouri with its omce and principal place of business located 
at 100-22 Winner lloacl, Independence, 1\fo. 

l'An. 2. The respondents, 1\IPA, United Film, Hay-Bell, Alexander 
Co., and Cauger, hereinafter r('f('rred to collectively as respontlcnt 
distributors, are all engaged in the business of producing, selling, 
leasing, renting, and distributing commercial motion-picture filmS 
to or on the ortlt'r of manufactutws and national advt'rtisers of vari· 
ous protlucts and other distributors of motion-picture films, and the 
fnrnbhing of display service to adnrtisers in motion-picture tht'nters 
through the use of such films. The respondent distributors .cau~o 
their films, whrn produced, sold, l('asrd, or rent('d 1 to be transported 
from their re!"pective studios anJ placrs of business to motion-picture 
theaters locatt'd throughout the ~>enral Stnt£'s of the Unitt'd States 
and in tho District of Columbia, where such films nre di:-played on the 
moving-picture SCf£'<'1ls of such theat£'rs for a specifil·d l£'ngth of tiult', 
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usually 1 week, at the conclusion of which the films are returned to 
respondent distributors for any necessary repairs thereto and the 
films are then again transported to and from other theaters in the 
same manner. There has been and now is a constant course of trade 
and commerce by respondent distributors in such films among and 
between the several States of the United States and in the District of 
Columbia. 

PAR. 3. The business of distributing advertising films originated in 
showing screen advertising for local merchants in local theaters, and 
this was and still is known as local advertising. In the beginning, 
advertising films for display on local moving-picture screens were 
produced by the film distributor, who serviced the theater and handled 
the entire transaction, paying or allowing the theater a certain 
amount for the use of the screen and retaining the balance of the 
amount of compensation received from the merchant. This form of 
local screen advertising is still carried on by all of the respondent 
distributors on an extensive scale, each distributor handling such 
advertising in its own way; · 

Approximately 12 years ago, manufacturers of nationally adver­
tised products became interested in motion picture screen advertising, 
and through their advertising agencies put on advertising campaigns 
'"ith various advertising film distributors who were supplying com­
mercial motion-picture film to exhibitors. As a result, there has 
grown up in the screen advertising industry the production and use 
of so-called national advertising films (consisting of short screen 
Playlets produced in black and white or color and with sound) depict­
ing the products of manufacturers, the cost of production and screen­
ing of which is entirely borne by the manufacturer. There has also 
grown up in the industry the use of so-called cooperative advertising 
films, which feature similar advertising initiated by the manufacturer 
but the cost of which is borne jointly by the manufacturer and .its 
local dealers. Where it is desired, a dealer signature trailer may be 
added to the film at the expense of the manufacturer or dealer, or 
both. 

ThPre are now in the UniteJ States approximately 16,000 motion 
Picture theaters in operation. Of this number, approximately 8,000 
located in small cities and towns nre recognized as good prospects for 
ll~tional and cooperative screen advertising and are ~~der contract 
"'lth respondent Jistributors to display films adverttsmg products 
llnde'r either national advertising or cooperative programs. 

PAR. 4. The re!"pon<lent distributors, during the pas~ 13 years, ~~vc 
from time U> time been in free, active, and substantial competitiOn 
'Vith ot1 1er film distributors in tho sale, rental, and distribution of 

~~8713--43 vol. 3B----64 
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commercial motion-picture films in intersfate commerce, and also in 
competition with some advertisers who produce their own films and 
seek to have them displayed or shown on the screens of local theaters. 
Prior to the adoption of the practices hereinafter described, respond­
ent distributors were in free, active, and substantial competition with 
one another, and but for such acts and practices the respondent dis­
tributors and other distributors would now be in free, active, and sub-­
stantial competition. 

The respondent distributors constitute the major part of the motion· 
picture screen advertising industry, controlling in the aggregate more 
than 90 percent of the volume of business done in the industry. 

PAR. 5. The respondent distributors, acting in cooperation with one 
another and through and in cooperation with respondent, GSA, re· 
spondent association, and respondents, J. D. Alexander and C. J. 
Mabry, have at various times since the year 1933, and particularly 
during and since the year 1937, entered into understandings, agree· 
ments, combinations, and conspiracies between and among themselves 
and with other film distriuutors as to screening rates aml commissions 
and other terms and conditions in connection with the interstate sale, 
lease, rental, and distribution of advertising films contnining atlver· 
tiscments solicit(ld from national ad vertbers. Pursuant to such 
understandingb', agreements, combinations, and conspiracies, and in 
furtherance thereof, these respondents have acted in concert and in 
cooperation with one another in doing nnd carrying out the following 
nets and practices: 

(a) The re!-ipective respondent distributors entered into individual 
contracts with moving-picture exhibitors for the exclusive privilege of 
exhibiting commercial or advertising motion-picture films in the 
theater or theaters owned or contro11ed by such exhibitors for a spcci· 
fled period of time, usually for 5 years. 

(b) Hespondent distributors orgnnizeU. or caused to be organized 
respond<'nt, GSA, ns their only booking agency and only channel for 
solicitation of national advertising contracts from manufacturers, 
except that respondents, MPA and Unitl'd Film, have also used re· 
spondl.'nt, SDC, ns n Looking agency, as set forth in paragraph G. 

(c) Respondent di~tl'ibutors, <'ithl'r din,ctly or through their Look· 
ing agency or agencirs, detPrminl'd and fixed the display rates to be 
charged manufacturers nnd the rail'~, commissions, and other amounts 
of compensation to be paid or allowed the booking agency or agrncics, 
and the terms and conditions under which national advertising filnls 
are to be shown in various theaters of exhibitor~ with whom respondent 
distributors have contracts. 

(d) In 10·10, ref-pondcnt distributors aJhl rr!<pomlent, GSA, pre· 
pared, promulgated, and exl'cutctl uniform codi~tributor agr('cmcuts 
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between respondent, GSA, and respondent distributors containing 
provisions to the following effect: 

1. That respondent distributors shall furnish respondent, GSA, a 
list of all theaters under contract and which are to be classified by 
respondent, GSA, according to size, circulation, desirability, and 
minimum rate per thousand weekly attendance. 

2. That without specific authority from respondent, GSA, no dis­
. tributor will assign or make any theater so listed available to any 

competitor for national motion-picture advertising, nor list any theater 
contracts assigned to it by ano.q1er. 

3. That the distributors shall not accept or release any film except 
cooperative film advertising for a national advertising account, un­
less such film is booked and released through respondent, GSA. 

4. That respondent, GSA, shall have power arbitrarily to decide 
~onflicts between distributors as to contracts with exhibitors. 

5. That certain prescribed penalties be imposed for various vio­
lations of the contract and rules governing the distribution of and the 
fi:x:ed screening rates of compensation for national film advertising. 

6. That respondent distributors shall refer to respondent GSA 
au prospects for national advertising . 
. 7. That respondent, GSA, shall collect from the national adver­

tisers for all screen showings and remit to the respective distributors 
a fixed percentage of the gross amount collected. 
. 8. That respondent tlistrilmtors shall observe certain "rate cards" 
lssucd by respondent, GSA, for computing the screening rate for 
each theater Lased upon weekly attendance. 

Respondent distributors and respondent, GSA, put into effect and 
carried out these provisions of such codistributor agreements through­
o~t.the United States except the territory north of the State of Vir-. 
g1n1a and cast of the State of Ohio, where respondent, SllC, had the 
nrrnngement described in paragraph 6. 

(e) In 1038, re!:"pondent distributors and certain other distri~u­
tors organized tho respondent association and adopted the followmg 
l'~les and regulations governing cooperative advertising transactions 
'"1th manufacturers' which have since been observed by the respondent 
d' ' Istributors: 
. 1. Membership in respondent association is limited ~~ com~anies 

"ho are regularly <'ngagcd in furnishing film advertlsmg d1splay 
service for advertisers in theaters, and who have contracts for such 
service with theaters. 

2. Standard adrertising programs of the association consist ~f pro­
grams produced for manufacturers for their wholesale or retail out­
lets on either a sponsored or participating basis, and consist of nt least 
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13 films of specified length. A sponsored film program is one where 
the manufacturer has paid for all negatives and film prints, and as· 
sists the association in publicizing the program to its dealers but 
docs not participate with the dealers in the cost of the showings. A 
participating or cooperative program is a sponsored program in which 
the manufacturer also participates with the local dealer in the cost of 
display service in theaters. 

3. The association member who sells a standard association pro- · 
gram to a manufacturer is known as the "originator," and the other 
members of the association who accept tho program and participate 
in the selling and servicing of it are known as "participators." 

4. A standard rate book is printed by tho association members after 
semiannual meetings during which all theaters available for showing 
manufacturer-dealer programs are listed, with corresponding rates 
of compensation which the members agree to observe in their dealing:;; 
with advertisers and theaters. 

0. The originator rccei \-·es a minimum commission of 10 percent on 
the gross volume of dealer contracts sold by participators. 

G. Participators, upon acceptance of a program from an originator, 
lease or rent the necessary supply of film prints from the originator 
at rates fixed by the association. 

7. Participators make monthly reports to the originators showing 
the number of shipments made by participators on each originator's 
program. 

l)AR. G. In October 1!>3!>, respondents, MP.\, United Film, SllC, and 
AlLert E. Fair, entereu into certain un(h~rsta.ndings, ngr£>cmcnts, com· 
binations, and conspiracirs with resp£>rt to the sale of motion picture 
film advertising to all national advertisers whORe home offices and ad· 
vertising agencies are located within a designated portion of tho 
United Statc!'i, such understanllings, ag-reements, combinations, and 
conspiraci£>s twing evid<'nced by a written contract who:-:;o terms pro­
vide that it shall remain in effect until July 1, 1!>4~. Pursuant to such 
understandings, agrccmcuts, C{)mbinations, and conspiracies, thcS8 
responuenlc:;, acting in concert nnd in cooperation with one another, 
have ca.rrieu out and put into operation and effect the following act~ 
and practices: 

(a) Respondent, SBC, acts as cxclnsi vc national sales represent&· 
tive for respond<'llb:, )fPA and United Film, in the northeastern part 
of the United States, comprising roughly the territory east of the 
State of Ohio, north of the 8tate of Virginia, and a part of the St1lte 
of Michigan, including the city of Dc>troit. . ·!! 

(b) In such territory, respondent, SllC, has the sole and exclU51~ 
right to solicit and sell national motion picture film advertising 
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all national advertisers whose home offices and whose advertising 
agencies are located within such territory; and respondents, :MP A and 
~nited Film, have agreed not to accept any national motion picture 
film advertising from any source other than respondent, snc, in that 
territory. 

(c) Respondent, SBC, sells motion picture film advertising to 
such national advertisers for screening in theaters control1ed by 
these distributors according to attendance figures or at rates of com· 
Pensation listed with respondent, SBC, by the respective distributors. 
If, however, the distributor's attendance figures or listed rates with 
respect to any theater are in excess of those established by respondent 
GSA, in its published attendance listings or compensation ratings, 
~espondent, snc, is authorized to sell and does sell national ad vertis­
lng for such theaters at the rates or attendance figures published by 
respondent, GSA . 
. PAn. 7. Each of the respondents has acted in concert and in coopera­

tion with one or more of the other respondents in doing and carrying 
out the acts and practices herein described in furtherance of the afore­
said understandings, agreements, combinations, and conspiracies. 
~An. 8. The understandings, agreements, combinations, and con­

spiracies entered into by respondents as set forth above, and the acts 
and practices engaged in and carried out by respondents pursuant 
thereto and in furtherance thereof as herein described, have had and 
now l•ave the capacity, tendency, and effect unduly to restrain, hin­
d~r, lessen, and suppress competition in the sale, leasing, rental, and 
<hstribution of commercial motion-picture films in commerce, as "com­
merce" is defined in the Federal Trade Commission Act, and the ca· 
Pacity and tendency to create in respondents a monopoly in the sale, 
leasing, rental, and distribution of such films in such commerce. . 

CONCLUSION 

The nets and practices of the respondents as herein found are all to 
the ~rejuJ.ice of the competitors of respondent dist~i?uto:s and of the 
P~bhc, nnd constitute unfair methods of competitiOn m commerce 
"'Hhin the intent and meaning of the Federal Trade Commission Act. 

OllDER TO CEASE AND DESIST 

.·This procceJ.ing having been heard by the Federal Trade Commis· :on Upon the complaint of the Commission; the answers of resyond­
n~s; n stipulation of facts entered into by and between ,V, T. l\.elley, 

chief counsel for the Commission, and the attorneys for all of t!le 
responuents, ('Xcept Screen Broadcast Corporation and Albert E. Fair, 
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which provided among other things that the Commission might pro­
ceed upon the statement of facts in such stipulation, together with 
any testimony taken in the proceeding, to make its report stating its 
findings as to the facts (including inferences which it might draw from 
the stipulated facts) and its conclusion based thereon and enter its 
order disposing of the proceeding as to such respondents without the 
filing of briefs or oral argument; testimony and other evidence taken 
before a trial examiner of the Commission theretofore duly desig­
nated by it; report of the trial examiner upon the evidence and the 
exceptions to such report filed by respondents, Screen Broadcast Cor­
poration and AlLert E. Fair; brief in support of the complaint and 
brief in opposition thereto filed on behalf of respondents, Screen 
Broadcast Corporation and Albert E. Fair; and oral argument by 
the attorney for the Commission and. the attorney for respondents, 
Screen Broadcast Corporation and Albert E. Fair; and the Commis­
sion having made its findings as to the facts and its conclusion that 
the respon<lcnts have violated the provisions of the Federal Trade 
Commission Act. 

It is ordered, That respondent, Association, of Advertising Film 
Companies, an unincorporated trade association, and its ofiicers; re­
spondent C. J. Mabry, individually, and as secretary of said associa­
tion; respondent distributors, :Motion Picture Advertising Service Co., 
Inc., United Film Ad Service, Inc., Hay-Bell Films, Inc., Alexander 
Film Co., and A. V. Cauger Service, Inc., corporations, and their re­
spective officers; and said re!>pondents' agents, representatives, and 
employees, directly or through any corporate or other device, in con­
nection with the offering for snle, sale, lea.sing, renting, and distribu­
tion of commercial motion-picture films in commerce, ns "commerce'' 
is defined in the Federal Trade Commission Act, do forthwith cease 
and desist from entering into, continuing, cooperating in, or carrying 
out any planned common course of action, agreement, undcrstnnJing, 
combination, or conspiracy betwe('ll or umong any two or more of said 
respondents, or between any one or more of said respondents and others 
not parties hereto, to do or perform any of the following acts or things; 

1. Fixing or maintaining screening or display rates to be charged 
national advertisers, or rates, commissions, or other amounts of com­
pensation to be paid or allowed booking agencies. 

2. Entering into contracts with motion-picture exhibitors for the 
exclusive privil('ge of exhibiting national advertising by means of 
commercial motion-picture films in theaters owned, controlled, or op­
erated by such exhibitors. 
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3. Entering into, continuing, or carrying out any agreement with 
respondent, Screen Broadcast Corporation, or respondent, General 
ScrP.en Advertising, Inc., or any other booking or central agency, 
whereby: 

(a) Respondent distributors agree not to accept national motion­
picture-film advertising from any source other than respondent, Screen 
Droadcast Corporation, or respondent, General Screen Advertising, 
Inc., or other booking or central agency, in any designated territory; or 

(b) Respondent, Screen Broadcast Corporation, or respondent, 
General Screen Advertising, Inc., or any other booking or central 
agency, agrees to sell motion-picture film advertising to national ad­
~ertisers for screening in theaters under contract with respondent dis­
tributors according to screening or display rates cooperatively fixed 
and listed with respondent, Screen Broadcast Corporation, or respond­
ent, General Screen Advertising, Inc., or other booking or central 
agency, by the respective respondent distributors. 

4. Furnishing to respondent, Screen Broadcast Corporation, or re­
spondent, General Screen Advertising, Inc., or any other booking or 
central agency, a Jist of theaters under contract with respondent dis­
t~ibutors for classification by respondent, Screen Broadcast Corpora­
tion, or respondent, General Screen Advertising, Inc., or other booking 
or central agency, according to size, circulation, distribution, or 
"'.eekly attendance, for the purpose or with the effect of determining 
drsplay rates or charges to advertisers. 

5. Declining to accept or release any film for a national advertising 
account unless such film is booked and released through respondent, 
Screen Droadcast Corporation, or respondent, General Screen Ad­
~ertis:ng, Inc., or some other designated booking or central agency. 
G 6. Observing any rate card or similar device issued by respondent, 

eneral Screen Advertising, Inc., or any other booking or central 
ngency, for computing the screening or display rate or the amount of 
compC'nsation due each distributor or theater. 

7. Adopting, promulgating, or putting into effect standard rates of 
~.ornpensation for usc in dealing with national advertisers in connec-

1011 with coopernti\'e advertising programs. 
8. Adoptiw, or observinrr in dealiil"S with advertisers or theaters, :r M M I"> 

nte books, or similar devicrs issuf'd by respondent association or any 
(Jther association, or by any booking or central agency . 
. It i8 furtlur ordered That respondent, Screen Broadcast Corpora-

ho ' b E F . . d' . n, n corporation, and its officers; respondent, AI ert '. 'air, m t-

~tdually, and as president of said c?rporatio?; rc~pondent, General 
/~'~'en Advrrtising. Inc., a corporatwn, and Its ofliCrrs; respon~ent, 
·I>. Ale:\ander, indiviuually, and as chairman of the board of d1rec-
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tors of General Screen Advertising, Inc.; respondent distributors, Mo­
tion Picture Advertising Service Co., Inc., United Film Ad Service, 
Inc., Ray-Dell Films, Inc., Alexander Film Co., and A. V. Cauger 
Service, Inc., corporations, and their respective officers; and said re­
spondents' agents, representatives, and employees, directly or through 
any corporate or other device, in connection with the offering for sale, 
sale, leasing, renting, and distribution of commercial motion-picture 
films in commerce, as "commerce" is defined in the Federal Trade 
Commission Act, do forthwith cease and desist from entering into, 
continuing, cooperating in, or carrying out any planned common course 
of action, agreement, understanding, combination, or conspiracy be­
tween or among any two or more of said respondents, or between any 
one or more of said respondents and others not parties hereto, to do 
or perform any of the following acts or things: 

Entering into, continuing, or carrying out any agreement whereby: 
(a) Respondent distributors or any of them agree not to accept any 

national motion-picture film advertising from any source other than 
respondent, General Screen Advertising, Inc., or respondent, Screen 
Broadcast Corporation, or any individual or booking agency, in anY 
designated territory; or 

(b) Respondents, General Screen Advertising, Inc., Screen Broad· 
cast Corporation, Albert E. Fair and J. D. Alexander, or any of thew, 
agree to sell motion-picture film advertising for national advertisers 
for scr:eening in theaters under contract with respondent distributors 
according to screening or displ~y charges or rates of compensation 
cooperatively fixed. or determined by respondent distributors or anY 
two or more of them. 

It is further ordered, That all of the respondents shall, within <iO 
days after service upon them of this order, file with the Commission 
a report in writing, s<>tting forth in detail the manner and form in 
which they have complied with this order. 
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IN TilE ~fATI'F.R OF 

'VICTOR KLEIN, TRADING AS UNITED ART STUDIOS; AND 
BENJAMIN KADET AND ADA KADET, TRADING AS 
KADET ART & FRAME COMPANY 

COl\IPLAI:ST, FINDINGS, AND ORDER IN REGARD TO THE ALLEGED VIOLATION 
OF SEC. II OF AN ACT OF CONGRESS APPROVED SEPT. 26, 1014 

Docket 4924. Complaint, Mar. 4, 191,3-Decision, June 25, 19-~3 

.A Pllinting is an original representation of a design, image, or object on a surface 
by means of paints, water color or oil, without the Intervention of any me­
chanical means, sm:h 11~ a camera; a water. color being a painting with pig­
ments for which water, and not oil, Is used as a solvent, while an oil painting 
Is done by band with brushes In plastic oil colors on canvas or similar fabric, 
without the aid of photography. 

Where one V. K., an Individual engaged in the competitive interstate sale and 
distribution of tinted or colored enlargements of photographs and snapshots, 
and frames therefor, through house-to-house salesmen whom he equipped with 
attractive samples of colored enlargements rept·esented by them to prospects 
as having been done by "United Art Studios," trade name employed by said 
V.K.-

(a) ltepreHented and refet·red to said samples and enlargements in such bouse-to­
house canvassing as "paintings," "oil paintings," "band painted," and "oil 
Puintings on canvas," and in order or contract form furnished to his sold 
Salesmen and displaying trade name "United Art Studio," set forth that such 
"certificate" entitled "the holder to ONE Octagon Portrait Painting • • • 
Convexed-ut cost of production, $::!.C5, unframed for the purpose of adver­
tising the moderne portraiture and extending our business": and, after ad­
Vising customer that "the cost of production must be completely furnished" 
\Vhen proof was shown blm at Ills residence, stated that "we only ask that 
You appreciate this beuutiful pnlntlng and be kind enough to display it and 

( recommend it nt Its vulue and not the amount you expeuued for it": 
b) Ueprescnted to prosprctlvc customers that such was a "special introductory 

0 fl'er" mnde only to a ":;rlectetl few'' or "limited numbet·" In a given locullty, 
( nnd a "special advertising offer'' to Introduce his products In that community; 
c) Uep1·esented that 1:mid "paintings on canvas" were of the value of $30.00 but 

would be moue for only $2.05, which representPd merely the cost of produc­
tion, no charge being made for the "artist's'' time: that said "United Art 
Stu<llo'' was a company of high standing and excPptlonnl financial rating 
l\'hlch conducted a large art school, nw.l had to provide work for Its art 
PUfllls: that Its profit was realiz('d from the tuition paid by said art students, 

( ROd that nccordlngly It would sell sahl beautiful paintings for only $2.95; 
d) lo'nll<·tl to cnll attention ot customer In first contact to the 1wcullnr convex 

form, fihape, and 8lze ot tlJe fiulsht•d Ilicture, or to m('ntfon the fnct that, by 
reason thereof a frume could not he secured readily, If at all, except from said 
ln<Iivl•lunl at !;Is pt·lrNl; and, through the st'cond ngl•nt or "t\(')d artist" who 
R{IJI~>ar('d with the unrolor('d rough 11root of the Pnlargt'd photogrliiJh and col­
lrocted tlie amouut churged therefor, sought to sell a frame which cost him 
frorn $1.00 to $-I.CO, tor amounts ranging us high as $15.00, sf•ttlug forth, In 
the event of the customer's objc('tlon or refusal, that the plctm·e would be of 
no value If not frumrd, and that uull'ss frame wns bought, the picture ordered 


