
,SOd. CORP. 885

882 ComplaiJJt

it; i8 ludher 07'(lere(l rhat the respondents herein slmll: ,\'ithin

ty (60) days aftel' sCl'\!ice npon them of this order, iile with tbe
Commission f! report. : in writing, setting forth in detail thc manncr
and from in which they hayc comp1ied with this order.

II.; THE ::IA TTEn (IF

r COHP01,ATION

COXSEXT OI DER , ETC. : I::-,T REG/, HD TO THE ALLEGED YlOLATIOX OF

TIfE FEm:I-L\L TInnE CO::\I USSION ACT

Drwket G-Fi;;r;. C0J!pluill, JlliI'. ;2Y, J.r;O -fc('i8ion , Junc 2D , 19,0

Consent onlel' rerj11irin;'. tlJr SC':\J Cmpnrati011, a jWll1uLlc1l11'' j' of offce ('(llliJl-
llwnt, J,fLl't;: ;1111 P111\ lJlif' . 'I\"ith lJl'1HlfJuaners ill ::' f'W YOl'k (,it- . to Cl'H"e

canccllng 1'('ntal agl'(,l'ulCn1s for electrostatic cop:-ing: machines, 1'dnf'ilJg to

If'f!:e 1 iwse mnclline.-: lm!e"S le,,::ce ngl'l'cs to j)1llchase t;lJ Slll,plies fl'om

SC:JL cOllditlouinp: ,sale (11' Jensr of llfCrhines on ngTC'ement."3 to 11SC onJ:-

f'C:U f'lectrostatic cOli:-ing nIJjJlie.s . lr-ftsing- its :JIoclel 5 UJflchines 11JH101' a

),1;n in \\ hid) C:JI furnishes a.11 sllJ1Vlic to sell repair pal'ts, llfllacl,iusting

(!' !,UEtl('l"ng \..jllJ ;- \( ClIll::ill ' Jl:H.llilll' \\'l1Cll n0Jl- SC;\I SlllJplif' ': :Ire
11sed , and tenninfitinp: dealer contracts when the dCfllcl' sold SC:JJ's Vl'orJ-
11C(" 0l1tsirlp n)p tel'iton" specifie(l in the cnntl'u(:i.

COJII' LAIXT

The Federal Trade Com:mission IJf\'ing reason to beheve that the
corporation named in the caption her00f. 1185 vio1ated the prOl'isions
of Section ;'5 of the I"\ dcrnl Trnde Commission Act (1:'5 D. C. Sec-

tion 'L'5): and it appearing ilwt it procpeding by it in respect thereof
,,"onld be ill tho public int( I'esL lllreby issnes this complaint stnting
its cha.rges as fo1JO\\"8:

\RAGIL\l'H 1. For purposes of this rmnplaint : the foJIowinr: defi-
nitions shan apply:

1. Direct electrostatic process in\"olves the eop)'ing of an inlfgr b

electrically chnrging it zinc, oxide C'oflted paper and projcetillg' nn
inwgc on tlw pHpC' I' \\"hi('11 is rPtflinecl\Yhen tOllcr (ink particles) is
applied.

2. Supplies I11'P prodllds ,vhic11 arp llsec1 ill variable proportIolls in
respondent's offce copiers nnc1 inc1nc1e s11ell itcms as pnper find toner
11s('1 \vith pJectl'Ostfltic Cop, jng machines"

\R, 2. Hesponc1ent SC::J Corporntioll : hereinafter 30metillcs re-
ferred to a SC:U 01' l'E'sponc1enL is a corporntioll organized liBel
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doing business under the laws of the State of N ew York with its
general offce and place of business located at 299 Park Avenuc : Xcw
York , New York.

PAR. 3. SCJ\ is a diversified corporation operating domestiea1ly
and internationally in the manufacture and distribution of products
in the following lines of commerce: ofIicc equipment; coatings, resins
and chemicals; food products; pulp paper and paper products;
household appliances and housewares; teleprinter communications
equipment and industrial processing equipment. In the ycar endcd
June 30, 1968 , its sales rcvenues totaled approximately 8745 000 000.

SC1H has been for many years engaged in the manufacture, distri-
bution and sale of offce equipment including offce copiers (employ-
ing among athe!' methods the direct electrostatic process), electronic
and mechanical calculators, portable and offce typewriters. SCJ\
also manufactures, distributcs and seJls the supplies and repJaeement
parts for these products. In 1968, thc net sales of these products
werc approximately $200 000 000.

PAR. 4. SCM causes the products which they manufacture, distrib-
lIte and se1l to be shipped to purchasers located in States other than
the States in \Vh1Ch such products arc manufa,ctured. In the course
nnc1 conduct of their business: as above de,scribed , respondent is now
and has been at all times referred to herein : engaged in commerce, as
commerce" is defined in the Federal Trade Commission Act. There

is now and has been a constant flow of respondent's products in
commerce between and among the 3everal States of the United
States and the District of Columbia.

PAR. 5. Except to tbe extent that. competition bas been hindered
frustr::ted , Jessened and eliminated by the acts and practices herein-
below aJJeged in this eomplaint , SCM has been and is in competition
with other corporations , partnerships, individuals or firms engaged
in the sale and distribution of offce equipment.

PAR. 6. Respondent bas hindered. frustrated , lessened and elimi-
nated competition in the sale and distribution of offce copiers and
offce typewriters by engaging in the following acts a,nel practices
among others:

A. In connection with the sale and distribution of offce copiers:
(a) Cancel1ing, and threatening to cancel , rental a,greements for

jts electrostatc copying machjnes Ivhen the lessee purchases non-
SCM supplies;

(b) Refusing to lease its electrostatic copying machines unless the
1 eS8ee agrees to purchase an supplies from respondent;

(e) Sellng and leasing its e1ectrostatic copying maehines on the
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condition , agreement, or understanding that the purchaser and/or
lessee will not use non-SCM electrostatic copying supplies;

(d) Leasing its 1\'l(Hlel 55 eJectrostatie copying machines so"Iely
through a "copy service" plan in which an supplies arc furnished by
respondent;

(e) Hefusing to sell repair parts to owners and repairmen who are
qualified to make such repairs;

(f) falntaining a policy of placing restraints upon the aEenation
of parts and subassemblies produced for it by its suppJiers by enter-
ing into contracts with said suppliers in which the supplicrs agree

not to sell products made for SCM to any other party;
(g) H.efusing, and threatening to refuse, to hnnor the guarantees

given to purchasers of SCM electrostatic copying machines who in-
tend to purchase or have purchased non-SC1\l electrostatic supplies;

(h) Refusing, and threatening to refuse, to honor scrvice agrce-
ments made between rcspondent and purchasers of its elcctrostatic
copying machines who have purchased non-SCM electrostatic sup-
plies;

(i) FalseJy disparaging or making false or misleading representa-
tions to purchasers and . prospcetive purchas( rs of 8CM machines
eonce.rning the effeetiveness and/or quality of non-SGM supplies;

(j) !llaladjusting or tampering with owned and/or l"ased SCM
electrostatic copying machines when non- :t copying supplies are
used 

(k) Iaking impra.cticable the purchase of non-SCl\'f eJectrostatic
1)ftper by providing toner at no east to purchasers of SCM eleetro-
static paper but charging inflated prices for toner when non-SCJ\i
paper is used j

(1) Terminating, and threatening to tenninate, dealer contracts
when t.he dealer attempted to sell , or, in fact, sold respondent' s prod-
ucts outside of the territory speeified in the dealer s contract;

(m) Terminating, and threatening to terminate, dealer contracts
when the dealer attempted to sell , or, in fact, sold respondent' s prod-
ucts to SCJ\l's competitors in the saJe of supplies for SC!\I's e1ectro-
st.:ltic. copying machiIws.
B. In connection with the sale and distribution of offce copiers

nnc1 offce typewriters:

(a) Entering into contracts with its dealers whereby the dealer
agrees that it wiJ not make or attempt to make any sales of re-
spondent' s products outside of a territory specified in the dealer
contract

Pl\R. 7. These aforesaid ads, practlces, agreements, understand-
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il1gs combinations , conspirac ies , and pbnncd courses of action arc to
the prejudice of the public; hayc hindered , lessened, rest.rained, re-

stricted , and eliminat.ed cOlupctition in commerce, in the purchase
distribution , offering for sale and re ale of offce copiers, suppEes

and rep!acemcnt p:u , and office typewriters; and therefore consti-
tute violations 01 Section r) of the Federal Trade Commission Act

(15 CSC. 15).
J)j';CISION AKD ORDER

The COlnmi f;ion ha.ving heretofore determined to issue its C011-

pln.1nt charging t.he respondent nmnec1 in the caption hereof with vi-
olation of thE Fe-c1cl'nl Trade COlTul1ission Act, and the respondmlt
hflyjng bet ll sprved with notice of said det.ermination and with a
copy at t.he, complaint the Conllnis ;jon intended to issue, together

with a. propos( d form of order; and
The respondent and connsel for the Commission having thercflfte.l'

exccnted an ngJ'eclIent. eontaining a consent. order, an admission by
respondent of an the. jurisdie(,ional :facts S( t -forth in the compbint
to isrmc hCl'elll , a, statement that t.he signing of sRid agrccnmnt i:: :for
settlp,rnent pn1'p08\'s only and does not constit.ute an admission by n3-
spo1HIPllt tllat 1he Jaw has heen vioJate(1 as set fort.h in snch COHI-
plaint , aud waivcrs and provlf:ions as re\tuil'ec1 by the COJ1lnitision
1'11les; :llld

The Conllllission having t, !wJ"ea,fter considered the matter and h:1v-

ing detcrmined that it has n' aSOll to believe that respondent has I'io-
btcc1 the said Ac.L and t.hat complaint should isslle st.l1, illg. its
charges in that. n-'sped , and having thcl'cnpon provjsionall y aerepted
Uw c.x8cntec1 cnn:-WJlt. agl'C'( mC'nt :l.a plaeed sl1(',h agreement on the
public record for a period of thirt.y OW) days , and - having reeei\-

(,(!

and cluJ:,? cOHsidrrecl comments fJ'om int.erest.ed members of the pllb-
, now in fnrther (' ollfonnity "With t.he. procedure prescribed ill Sec-

tion 2. 34- (b) of it.s rules : t.he Commission hel' hyissl1cs its complaint
make,' the follO\Ying 11l'i didioJlnl findings, and enters lw i'olJmvillg
01'101' :

1. Brsponcknt: Cl\ Corporation , is fl corporation org:\lizC'(l nnd
doing bl1siness 11)(1('1' t.he, 1a.ws of tlw St.at.e of New York, wit.h it.s
cxcentiye offcE'. and pJace of tmsinC'ss jocated at 2 9 Park Avenne , in
the cit.y of New York , State of New Yorlc

2. 'Ill( Frf1rral TnH1e C'mnmission has jl1l'isdid,ion of tlw snhk('L
ma.1J,pJ' of tl1is pI'OeE f;(1illg ,lIH1 of the l'('slwllclent. and the pl'ocC'rding
is in the pl1hlic interest.
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In approving the final order, the Commission has given considera-
bon to the ccnnments Inude by interested parties and concludes that:

1. All things considered here the pubEc interest does not require
inclusion of a clause in which respondent admits to the allegations
of the ( omplaint. The agreement entered into conforms with Section

3:3 , which speeifically permits the inclusion of a clause in consent
sdtlenwnts stating that the a reement docs not constitute an admis-

sion that the law has been violated as aJleged in the complaint. The

Commission is awarc , of course , that the inclusions in consent settle-
InenLs of such a clause vwuld eneourage tnd be of aid in private ac-

tions as a means of enforcing the law, Insistence by the COl1l1nission
upon the inclusion of an achnission that the law has been violated in
consent settlements , however, must be wcighed against the prospects
of lengthy litigation of uncertain outcome, In the instant proceedin
the Commission believes that the public should not be deprived of
the benefits of the expeditious settlement of the matter, which might
not be possible if an admission of the allegations in the complaint
were required. The Commission also notes that a number of private
actions have been completed or are pending involving the acts and
practices of SC1\1 in the office copier industry. Ad1JanCe Busine88
Systems Snpply 00. v. SOL1 00''1'. 415 F. 2d 55 (4th Cir. 1969),

cert. den. 397 U. S. 920 (1970); In "e lIlnlti-Distnct Ci1Jil Antitro8t
Litigation In1Jol1Jing Photocopy Paper 305 F. Supp. 60 (1969).

2. A remedial provision which would require SCM to make cus-
tomer lists public appears unnecessary in an industry in which the
identity of such customers is readily ascertainable as a result of con-
stant canvassing of potential custon1ers by companies engaged in the
saJc of ofIco copier supplies.

3. Hequiring SC:;VI to notify its customers that they arc free to
purchase copier supplies from non-SCIVI sources and that such
sources have ' aceeptablp, supp1ies is unnecessary in this matter, The
Commission docs not believe that the public iuterest rcquires such
notification ill light of the obligations to which 8C1\1 will be snb-
:ieetcd under the Commission s compliance procedure.

4, It is llot believed necessary to modiJy Paragraph thrce of the
order so as to require 80M to offer its copiers on a rental basis in
which supplies are not provided (rental basis) when it offers copicrs
on a copy scrvicc basis a rental basis in which supplies arc pro-
videel with the copiers. Paragraph threc of the order requires 8CM
to OllCl' its copiers on a rental basis when :it offers its cop:iers on a
copy service basis, if the copiers arc nnavailablc on a reasonable
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lease basis from third party lessors. The purpose of this provision is
to prohibit SCl\1 from foreclosing compctition in tbe sale of supplies
by only marketing its copiers on a copy service basis. This purpose
is achieved by this provision even though SCM is not nccessarily the
one w ho ofr( rs to rent copiers on a rental basis.
In addition, the public interest 1S not served by changi.ng Para-

graph threc to requi rc SCM to set the terms for its copy scrvice
agreements in such a manner that the terms are not economically
morc adventageous to a potential user than the terms of a rental
agreement in which supplies arc not provided. Paragraph throe rc-
quires SGM:: to make available its copiers on a reasonable rental basis
when its ollers its copicrs on a copy service basis and criteria arc set
forth for determining reasonableness. Although the economically ad-
vantageous approach suggests a mathematical exactness , in fact , in
the final analysis , it is no diflercnt than the reasonableness approach
which is contemplated in Paragraph three.

5. Dcleting the portion of Paragraph four which permits SC);( to
terminate service agreements and warranties when it can demon-
strate that particular supplies of a manufacturer have substantially
impaired the effective operation of its copiers or repeatedly damaged
such copiers is inappropriate, vVell e::tablished precedent supports
the proposition that a manufacturer can protect its equipment frOln
being IULrmed by competitors ' supplies by not permitting such sup-
pEes to be uscd with its equipmcnt.

ORDER

For purposes of this ordcr, the following definitions shall apply:
(a) Supplics arc products which are used in variable proportions

in respondent's oHice copiers and include such items as pa,per and
toner used with electrostatic copying machines,

(b) A lease will be distinguished from a rental agreement in the
followjng manner: a le tse involves as lessor a third party which is
not a subsidiary or affliate of respondent and a rental agreement in-
volves as lessor respondent or a subsidiary or affiliate thereof.

(c) Heasonable priee , reasonable lease basis or reasonable rental
basis shall be dctcrmincd with refercnce to criteria which shall in-
clude , but not be limited to , one or more of the following: customer
or rnarket acceptance; comparability to simila.r copiers of other
manufacturers freely sold , leased or rented cost of manufacture and
salc; and other market or cOlnpetitive conditions.
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It is ordered That respondent, SC1'I Corporation , a corporation

and its oiIcers , agents , representatives , employees, successors and as-
signs , directly or through any corporate or other device, in connec-
tion with the saJe or distribuLion of offce copiers and supplics in

commerce, as "commcrce" is defined in the Federal Trade Commis-
sion Act, do forthwith cease and desist from:

1. Cancclling 01' threatening to cancel any lease or rental
agre(~nH~nt for its offee copiers because th(~ lessee 01" rental' bas

purchased and lor used nOTl-SGM: supplies , except under the con-
ditions set forth in Paragraph .1, relating to. the substantia.! im-
pairment of the effective operation of respondent' s copiers or re-
peated damage to such copiers;

2. Refusing to lease, rent or sell its offce copiers unless the

lessee , rentor or purchaser agrees to purchase SCJ\i supplies; or
leasing, renting or selling its copiers on the condition, agI'ee

ment or understanding that the lessee, rentor or purchaser

agrees to purchase SCIVr supplies; except that respondent may
lease , rent or sell copiers on such condition , agreernent or under-
standing if the separate availability requirements set forth in
Para.gra ph 8 are met;

3. Entering into, adhering to , or maintaining any contraet or
agreement in which the user pays a fee based on the nsage of
ofiee eopicl's and receives therewith the copier, supplies and
service (hereinafter termed "copy service ), unless at the time
copy service is offered to any potential user there is also nUlde

available to sueh users or potential users similar copiers for sale

at a reasonabJe price and unless such copiers a.re also made
available to such users or potential users on a reasonable rental

basis not including supplies if it is not available on a reasonable
lease basis, with such users or potential users being informed of
the availability of such copiers on such a reasonable rental basis

if they are not available on a reasonable lease basis;
4:. Terminating or threatening to terminate guarantees and/or

service agreements made between respondent and purchasers of
its ofIce copiers who have contemplated purchasing or who have
purchased non- SCJH supplies: P1'ovided , however If respondent

can demonstrate tha.t particular supplies of a manufacturer have
substantially impain d the eJIective operation of its copiers or

repeatedly damaged its copiers , respondent may then advise and
announce to users of the particular supplies that continued use
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may dalnag( or subst.antial1y impair the clIcctive opcration of
its copiers and that the guarantees or service agreements will be
forfeited. For a period of five years copies of all such advices or

announcements must be sent to the COlllnission. 1n the ev(~Ilt of
any forfeiture (leseribed in this pal'agntph, in those !oc'a.lities

\vhore rcspondent continues to per form service pursuant to
guarantees or agreelllcnts with others , it, will offer to provide
service at its regular time and lliaterial rates;

5. Refusing to sell offce copier repair parts, so long as such
parts are made available to respondent's dealers, to owners of
SCJH copiers for use in their copiers or to independcnt repair-
THCll who rCf,:r1l1arly engage in the repair , nmintenance and serv-
ice of SCIVI copiers;

f). J\fisrepresenhng th( effecti vencss or quality of non-
supplies when respondent gives executive or supervisory ap-
proval to such misrepresentation or has knowledge or construc-

tive knowledge of such Inisrepresentation;
7, lVfaladjusting or tampering with SC T offce copiers for the

purpose of demonstrating the ineffectiveness or poor quality 
non-SCM supplies when respondent gives executive or snpervi-
sory approval to such maladjusting or tarnper ng or has knowl-

edge or constructive kuowledge of such mal adjusting or tamper-
Ing,

It ,is furthm' onleTed That respondent, 8C1\1 Corporation , a

corporation, and its offcers , agents , representatives , employees, suc-
cessors and assigns, directly or through any corporate or other de-
vice , in connection with the sale or distribution of offce copicrs and
of1ice typewriters in COlnmerce , as "commerce" is defined in the Fed-
eral Trade Commission Act, do forthwith cease and desist frOln:

1. Entering into, adhering to or maintaining any contract

cOinbination or underst.anding '''1th allY dealer of oHice copiers
or oIIce ty pcwritel's to 1inlit , allocate or restrict the territory in
which, or the person or class of p( rsons to whom , such dealer

may sell such equipment, or to restrid the location of the dca,
s place of business, or provide for an allocation of fees he-

tween such dealer and other dealers: PTo' /Jided That nothing in
this order shall prohibit respondent from:

A. Designating geographical arcas within which a dealer
may agree to devote h is best efforts to the sale of such
equipment (hereafter "area of primary r( spollsibility ) as a
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condition of becoming a d(~aler or nUlintaining a dealership:
P1'()f lyi,ded That such dealers are told that said area is not
exclusi ve and does not pla,cc a territ.orial restriction upon
the sale of such equipment;

B. llequiring any dealcr to undertake obligations of in-
stal1aLion, guarantee and continuing service, ITmintenance

and cust.omer l'ehttions (herpillaHer " sa!es- rcJatecl services
in connection with the use of any such equipment sold

leased or rented in the dealer s arca of primary responsibil-
ityor with resped to any equipnlent sold by the dealer to
any person, as a condition of becoming a dealer or main-
Ulining a dealership;

C. Suggesting to a dealer the amount of payment of fees
for sales-related services, and providing a method th( refor
whcre a d( aler sells outside of his area of primary responsi-
biliLy :llld :II h HflJe: -ldated sl'l'yices nmst be PCJ'fOJ' iJJp,c1 by

ilnot1wr dealer; or establishing snch fecs as a condition of
becoming It dcaler or maintaining a dealership whcn a
dealer sells equipment for installation in a geographical
area in \, hich rcspondent p(~rforms snch sales-related serv-
ices or \vhen rcspondent selJs eqnipment for installation in a
dealer s area of primary rcsponsibility.

2. CanecJling or f( l'ninating or thre,ltc_ lling to (' ln('r 1 01' -(Pl'-

millate tLny dealcr , or in any wa.y penaJizing any dealer , beeanse
of thc person or classes of persons to whom such dealer sells, or
the territory within wbich snch dealer has sold or attempted to
ell ofIice eopi( rs or oilee Lypewriters or the location of the deal-
s place of business.

III

It i8 fw/'heT o7'deTer! That respondent shall, within sixty (60)
vs aJLer s( rvice upon it of this order , serve upon an of its offce

copier and oflc( typewriter dealers, ft letter by certified mail , signed
by a. n sponsible oH-Lcial binding the rcspondent, and OIl offcial SCJ\1

Corporation, Smith-Corona Marchant Division stationerYj which
shall inc1ncle the following statement in its first paragraph: "The
Federal Tradc Commission has entered an order which , among other
things , prohibits SC1\f Corporation from limiting, allocating or re-
stricting the territory or the class of persons to whom our ofIcc cop-
ier or offke typewriter dealers may sell , as more fully set forth in
the relevant provisions of th8 Order which arc enclosed," The 1"cJe-

!(i7- :W7- 7:\- :"S
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vant provisions of this order which shall be enclosed in

to dealers are Sections II and I II thereof.
such letters

It i8 further ordered That the respondent corporation shall forth-
with distribute a copy of this order to each of its operating divi-
SIOns.

It i8 further ordered That respondent notify the Commission at
least 30 days prior to any proposed change in the corporate respond
cut such as di::solution , assignment or sale resulting in the emergence
of a Sllccessor corporation , the ereation or dissolution of subsidiaries
or any other change in the corporation which may affect compliance

obligations arising out of the order.

Commissioner Ehnan not concurring.

THE 1\L\TTl H OF

LEWIS nCSOFF INC. ET AL.

CONSENT ommH

, )

TC. , IK ItEr.AUD TO THE ALLEGED VIOLATLON OF
THE F:glJEHAT THADE COffl\flSSION , TIn: TEXTILE FIBER PRODUCTS

IDENTI i"ICATION AND TIm 'VOOL I'HODUCTR LAm:L1KG \CTS

Doekct 0-1"/, . (!oJiplainl , July 1!r/O-Dcci8Ion

, .

Jnly 1.970

Con f'l\t onler requiring hvo Hobokell .T.. f'nu\'erters and .in!J!.wrs 1:0 cen
mifo\)l'fllHling, fals!'l.v gw!rantf'pillg-. und failing to kel'p l'P((llil'ed H'cord:- , in
viola !.nn of the TexLile FilJpl' l' roduds Identificatiol! Ad and the "\Voul
Products Labeling Ad.

C01\'1 PLAINT

Pursnant to the provisions of the F'e(lel'al Trade Connnission Ad
and the TextilE', Fiber Products Identification Ad. , Hnd by virtue of
the allUlOrity vestr,d in it by said Acts, the Federal Trade Commis-
sion IHt\Tjng- J'(' U30n t.o lwlicyc that Lewis Husoii , Iue. , a corporat.ion
Leonard Fabrics , Inc. , a corporat,ion , and Lewis H.usoff , lndividuany
and as an ofliecr of sf1.id eorpol'atioll , hcrr.inafteT referred to as rc-
spondents , ha \'0 violat.ed the prO\'isiOlls of said Ads and the Hu1cs
and Heglllahons pl'omLJlgate,d under tl1p Textih~ F'iber Prodllds
Identific.a.tion Aet , and it appearing to the COlllInission that a pro-


