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Qe As I understand it, one of the principal reasons for your rescinding
your license agreement with Kr, Tulloch was that local competition repre-
sented by competitors not operating under the agreement ccused you to

? resort to other types of asbestos, which would enable you to meet lower
prices of such non-licensees. If that is the case, please state why such
competition could not have been anticipsted when the license agreement was :
entered into by you with ¥r, Tulloch,

A. well, the license agreement was & new thing at the time it was propose
I cen't speek for him but will say for myself that we could not foresee the
extent to which it would be used or which it would not be used. That about
covers your question.

Qs With that ipn mind, was it a presumption or unddrstanding at the time
you entered into the agreement that the rrceter majority of corpetitive
asbestos plipe covering mapufacturers would wlso bte governed by that agree-
ment?

A, Ves, we were -iven to undergtand that there would be more corplete /
subacription to tle ag greement; also we were perhaps sttracted, maybe I
should say impresced, with the value of the patents to the Aerchandise.
itaself. We felt a big demand would bde built up for it and if we were to
remain outside the license agreement our ability to sell the old style
stuff would be impaired. It was held out to us, therefore, as the answer
to the asbestos man's long search for sorething to stop shrinkage,

Q. Have you found that to be the case now that you have abandoned the
sgreement and are now using another material - in other words whether it
is known to be shrinkproof or non-shrinkproof, have you had any difficulty

in selling it?

A, No, 1 can't say that we have, Contrary to our expectations the
publioc did not go shrinkproof mad., They just econtinued to call it pipe

covering.
\ Qs How is it s014? 1Is the shrinkproof angle stressed?

A. #ell we mention the shrinkproof ansle in the catalog, I belleve,
but otherwise heven't emphasized it & good deal - other than that,

Q. When you were first approached with the license agreement, was one

of the principal inducements or att ons orfered.yo with such an
agreement, price stabilization? m....ﬂxhihh N~ G-
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Trangeript of Conve: 1ition -8~ “une 18, 1940.

A, Ro, the real advantege was improvement of the guality of the mer-
chandise, it bveing held out that there would be very much less trouble -
not entirely eliminated perhaps - but very much less trouble with the
annoyance of shrinkage on coverings made from this paper.

Qe With respect to prices and discounts - does your firm use the Manuel
of Unit Prices? v

A, Yes, 1t has been a great help to the industry.
Q. Eow was that adopted by the Industry?

A, Well as I reocall, it was kind of a brain e¢hild of ¥r. Stover who
is lLicensor for another industry.

Qs Yagnesia? v/
A, Yes, Magnesia,
Qe You do use the Kanuel in your pricing?

A Yes, but 1t does not have to do with prices in the sense of price
control but ias a series of tadles showing net prices figured out for all
discounts.

Qe I understand, but «---=

A. --«A number of the asbestos mapufacturers do not use it today dut
it seemed like such a forward step towerd modern selling that we went
in to it enthusiastically.

Q. When was §t first adopted?

A, %ell on the cover here it says published "October 1936." I can't
remenber any better date than that., We have made up a price sheet that
lifts out of that book net prices on the styles that we make and -----
here--I find the first one dated YVarch 1937. I guess we didn't adopt
it until the issuance of this sheet in May 1937. The first shecst was
dated May 1937; not XMarch,

Q. That 1ist has been in existence since 1907 hasn't it?
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A. The book? No, that was not..... 4?2:éhu14_ Exhibit. /'ﬁf
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Q. That particular method of basing prices.... Obuu.od. yo-Lo
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A. Not that....
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e Perhaps I di1d4 not make myself clear. I nean the pipe covering list -
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Table 0 (zero) in the book. That 1s the old pipe covering list, isn't it?
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A, Yes, that gzero 1ist 1s the 0ld pipe covering list.

Q. How long has it been since it was used; that is, the sero list
in the Menusl of Unit Prices?

A. 0, it never waes used exoept &8s a foundation on whioh to base
discounts. The plpe covering was never sold on the list prices. The
list and discount method has not been generally used sinoe the new
method went into effect.

Qe Did you ever attend any meetings ocalled by kr, Tulloch on prices,
and so on?

A, No, he hasn't ecalled any meetings lately. Of course we are out of
the agreement and so do not know just what he is doing at the present
time, He occasionally comes through end we have lunch togethsr or
something like that. When he was soliciting our membership he came

in here and talked to us - to me and my associate.

Q. Did you ever attend any meetings at which any ocompetitors of
yours,who were also licensees, were pressnt? 62a924¢45

. . _ Lette
A Tes Obtained 7. /0~ % !‘;

Qe When and whers 4id they teke place? No/ﬂ/?fVQQZgny )/

Federa. Trude Commisslon
A, wWell sometimes it was at some ome of the hotsls: Palmer House
or Blsmarck,

Qs When was the last?

A, It has been saome time, Tulloch was out here last surmer - have
sesn him very infrequently lately.

Qs Did you ever zet eny oirvuldr letter - addressed to all licenseces -
subseguent to those meetings, telling whet had tsken place in those
neetings?

A, No, it was all more or less informal.

Qe Well, now when did you rescind the ocontract? Do you have the date?

A. I suppose it is eround somewhers. It was in the winter sometime.

Q. And sinece thgpbgﬁgg’pﬁgghnguﬂgggﬁyyourht your asbestos paper from
Carey? ket y L 1D R : ,254_2_?"_‘___6-
A, Yes, N

o [ SV
Qe And you presums Carey had wledge of the resoinded oontract and
sent you paper which was nmnufaf%%%gﬁbggﬂa process other than that
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governed by the Tulloch patent?

WU Ly
.-~

A, Yes,
Q. Have you made any effort to determine whether the paper recently
sent you by Carey is of another process than that governed by the Tulloch
patent?
A, No, we haven't. In appearance there was never any difference and
it would take some considerable testing to know the difference,
Q. Have you stopped paylng royalties?
" A, Yes.
Q. Now, what 18 your total volume of ssles in a year?
A, Of this materlial only?
Qs Of everything.
A, Around 150 to $175,000 - sometimes $200,000.
Q. That 1s, or rather, is that based on actuasl cash transactions or
is that on the zero list basis?
A, No, that is the net sales, includin: & lot of things outside the
license agreenent,
Q. Of that figure, what proportion would you say were sales of products
manufactured under the Tulloch patents?
A, I presume anyway two-~thirds.
Qe And Jjust what products comprise the other third?
A, Well, we make plastio magnesis flooring, furnace cement -~ we make a
number of ashestos cements.
Q. Cork and hair felt?
A. No, we buy and sell those. We presume you might say we Job 85%
¥agnesia - in molded form, covering and blocks.
Qs VWhat 1s Victor Ice Water and Brine Covering made of?
A, Well chlefly emlternate layers of waterproof felt and dry wool felt.
Qe Praotically no aabestos in that?
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Q. #hat is stack lining mede of?

A, That 1s a material we buy. Our idea is that it is made out of
corrugated asbestos, heavily impregnated with some kind of vitrifying
solution which 1s baked in and the process repeated a number of times
until 1t has duilt up a much stronger resistance to high temperatures
than asbestos paper would normally have.

Qs Now with respsct to your corrugated asbestos paper, is that dought
from Carey in the corrugated form?

A, Ko, we oorrugate it ourselves.

Qs You corrugate the flat sheets as purchased from Carey?

A, Yes.

Qe #as 1t your understanding that the License Agrecment with Tulloch
merely governed your corrugéation of that flat paper which was mapufactured

by Carey under the Tulloch process?

A, I don't quite kxnow what you mean. e bou-ht the paper - the flat
paper - and we . always felt 1t was made under tiie shrinkproof patent. .hat
is where the esnrinkproof process goes into the paper - in the msnufacture
o. the flat paper itself, After that, whethsr you out it up or

corruzate it or no matter whet you do, it docesn't affect the process -
that 1s ,the shrinkproof quality.

Qe That being the cease, was it your understanding thet vou were to
pay royalty to Tulloch not ;erely for the purposc ci corru siing 1t
but for any puipose you might £ind, such as manufsctiurinz or assembling

ér*pfps“iﬁsnlation unite?

] Ye S'

R Did ¥r, Tulloch undertaks to esontrol the price &t which you sold
that asbestos paper after you had corrugated it and assembled it finto a

unit?

A, I wouldn't say he controlled it - no. He at times suggested what
he felt his patented matericls should sell for.

<

Q. Now as & matter of refreshing your memory - I don't want to frighten
you by using the term "controlling prices" but because of my understand-
ng of the patent license agreement wherein it states that you were not
ermitted to sell other than et prices shown in the schedules made a
part thereof - with that understanding, then, he was ‘entitled to control
the pricas pursuant to that agreement was hn novr e
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Q. Has ¥r. Tulloch exercised any similar oontrol of prices on ice V/:

water and brine covering, molded cork insulations, insuleting hair felt,
Aome Vitrac Staock Lining, Insulating cemsnts and furnece oements?

A, Fo.

Qe Wers prices on those last named products ever suggested by kr,
Tullosh?

A, TFo.

Qe Yere the various circular letters pertaining to price structures as
disseminated by kr, Tullooch eonfined to the products which you have
cheoked in this eatelog furnished me a moment ego?

oJ

2 A. I would pay they were confined to his licensed products - yes, what

I heve checked in the book is not a-parent.
Q. Since oancelling your agreement do you congﬂﬁge @n\ﬁséé%i ﬁirculera

on prices and so on? ngzx/lib
18 /
A, No. Brck®. Cerrmi Mﬁ
W (,, M ) CI}‘@
Q. ‘Eas he abandoned any effort to ogntrol the prices et which you sell
your products? TR

A. We have not received anything at all from br., Tulloech in some time,
%¥hether or not ¥r, Tulloch has abendoned all control, we 4o not know,

notice?

r,

Qe FHow 414 you rescind thet contract - by letter? How 4id you glve

A, As I recall ws wrote him, yes. /lfﬁéyg;>7’ »

gi i

Q. In your letter did you state conditions and rékagpérthy

your withdrawal? SRR
u’“l'r

A, I presums we did., I don't reecall Just the exact won&ing or‘thn

letter.

Qe During the time in whieh you opsrated under the license agresment,
4id Mr. Tulloch ever impose on you & penslty for fallure to maintain
the prices attached to the agreement?

A. NOQ

Qe When you paid your royalty to Kr. Tullooh you were recuired to
execute a report on materials shipped, sold or used as lisensed under
Patent 1972500 - in eormputing such reports was there a definite
relationship between the figures furnished by you end the actual ship-

ment, sale or use of the produsts in question? ) © ¢
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Transoript of Conversation 7= June 18, 1940,

KA. Yes.
Qe ¥Were your reports accurately somputed?
A; Yes, to the best of our knowledge.

Q; Did you ever pay royalty on fine or coarse corrugated asbestos
peper? :

A, X don't know without looking up the records - would have to look
that up.

Q¢ Do you have oarbon eoples of those reports to Mr., Tullooch?

A. 0 yes,
JON
Qs Good, will prodbably want to get cOpias of tpgymeséer”’k““\nﬁ?2¢<>/€

ALY HAL. | e

N
Qe During the time in which your agreement w%;hhkr.~gkiioéh wag -/
operetive and particularly in the early periods of its operation, aid
¥r. Tulloch undertake to classify or determine who was & jobber or who
wasn't a jobver with a view to further determining at what price you
should quote thiscustomer on these products?

A. I don't recall thathe ever 4id., You msan meke a list of Jobbers?

-~

Qe Yes.,
Imt

.. E
!
A. If he attempted that I don't know of u’”o} ;;%ﬁp}/gz x? \%?"

1ist now. Foqq,

Qe No list of approvcd jobbers?

A, Xo. Xow we decide who 18 and who ieg not & jJjobber and whether he
oould legally be established as a Jobber under the Robinson-Fatmen Lot -
that is our chief concern. You sse we sell quite a blt to a olass of
trade that most of the industry i{sn't concerned with; that is the
plumbing and heating contractor himself, Cur outlets are rather
different from say the big J-M concern who sell almost entirely to
approved contractors and distribvutors. We have almost none of them but
on the other hand 4o sell plumbing and heating contractors.

Qe Do you sell to jobders?

A, We sell to Jjobders, yes, but we have but very few of what the
industry terms an "“approved oontractor."

Qe During the course of the operation of the license agreement did// %'7
(4
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Transeript of Conversation -8- June 18, 1940.

¥r. Tulloch ever undertake policing of your sccounts to find out 1f you
were sclling such and such & jobber who was known to be cutting the price
in reselling the material? Has he ever corresponded with you, making in-
quiry as to whether you were selling a certain jobber, what price, and so
an?

A, In & very limited way. I can't remember a single specifioc case of
where that happened, I know the Vegnesia Iicensor has done that and am .
not certain whether I am thinking of one or the other ~--- but I 4o think
there was some effort on Tulloch's part to uphold his schedule end give
equal opportunity to all the people who were subsoribing to his agreement.

Qe Now was that effort confined to policing of sales dv you and of
the prices cquoted by you, or 4id it go into the fild of poliocing verious
jobbers and the prices at which they sold to their customsra? In other
words, d4id he meke an effort to curtail your sales to & jobber known in the
industry to be engaged in price cutting - that is when he so0ld the material

bought fram you?

A, No attempt to control the resale was ever made,

Qe In what state was your company incorporated?

A, Illinois,

Qe When?

A August, 1907,

Qe A#ho are the officers of your firm?

A, Alfred E, Hermes i8s secretary-treasurer, and I, Paul C. Collopy
em the president.

Q. Are there any vice-presidents?

Ae No, no vice-presidents.
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