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File No. CT-99/02
THE, COMPETITION TRIBUNAL,

IN THE MATTER OF THE. COMPETITION ACT, R.8. 1985, ¢.C-34, as amendcd;

AND IN THE MA'I'TV.R OF an inquiry pursuant to subsection IO(D)(b)(i) of the
Competition Act relating to the marketing practices of Universal Payphone Systems
Inc,; .

AND IN THF. MATTER OF an Application by the Commissioner of Competition for
an interim order pursuant 1o section 74.11 of the Competitiq Act.

ComPETIY 1
TRBIAL D7 1 1 ~REE
] S
BITWEEN, 1
‘ L tDEC 20 1959 /UL o
D : P
. RUGisTos SRR -
Applicant

and

UNLVERSAT. PAYPHONE SYSTEMS INC, and ,
GEORGE KATSOULAKIS, a.k.a. GEORGE KATS

Respondents

RESPONSE TO APPLICATION

ORDER SOUGHT

1. The Respondents deny the relief sought in paragraph 1, 2(a)(i), 2(e), 2(f), 2(g), 2(h), 3

and 4 of the Notice of Applic;-uicm
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2. The Respondents are content that an Order issue pursuant to paragraph 2(a)(ii), 2(a)(ii),
2(a)(iv), 2(b), 2(c) and 2(d) of the Notice of Application.

*ROUNDS

3. The Respondents deny the allegations in paragraphs 6 and 7 of the Notice of Application.
4. The Respondents admit the allegations in paragraph 8 of the Notice of Application and

have ceased all such publications,
MATERIAL FACTS

5. The Respondenis admit the material facts set out in paragraphs 1,2, 3,4, 5, 6,7, 8 and 9

of the Notice of Application,

6. The Respondents did, as alleged in paragraph 10, attempt to run television advertisements

() but these ceased almost immedialely,

7 The Respondents aduiit the allegations in paragraphs, 12, 13, 14, 18, 21,22, 23 and 24 of

the Notice of Applicalion,

8. The Respondents adwit the allegations in paragraph 25(a) and 25(b) of the Notice of

Application,

9. The Respondents siate that, pirsuant to paragraph 25(c), the initial pre-injunction

malerial made it clear that the telephones were “not exdcily as shown”,

10.  The Respondents admit the allegations in paragraph 32, 33, 34 and 35 of the Notice of
Application but siate that sales meetings were beld in the “glass wall” office tower in the early

slupes,
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1. The Respondenis admit the allegations in paragraphs 36, 37, 38,39, 42, 43, 45, 46, 47
and 50 of the Notice of Application.

12. The Respondenis admit the allegations in paragraph 54 of the Notice of Application but

state that the tasks woro straightforward and in most cases consisted of one-time tasks.

13, The Respondents admit the allegations in paragraph 58, 59, 64, 68, 71, 76,78, 80 and 8|
ol the Notice of Application,

14, The Respondents admit the allegations in paragraph 82 of the Notice of Application
cxcept that the Respondents have wo knowledge of the results of interviews conducted by the

Bureay,

15, ‘The Respondents adinii the allegations in paragraphs 83, 84, 85, 86, 87 and 88 of the
Notice of Application.

O 16, The Respondents deny the allegations in paragraph 11 of the Notice of Application and

specitically deny that the opportunity was offered as “self-contained”,

17, The Responidents deny the allegations in paragraphs 15 and 16 of the Notice of
Application.

I8, The Respondents admit the allegations in paragraph 17 of the Notice of Application, but
stawe that, for greater clarity, some responscs were provided earlier and only the last Affidavit

k] * ‘
was dehiveced as late as Novembor 19 “, 1999,

Q 19, The Respondents deny the allegations in paragraphis 19, 20, 25(d), 25(e), 25(f), 25(g),
25(h). 25G1), 30, 31, 40, 41, 44, 48, 49, 50, 31, 52, 53, 55, 56, 57, 60, 61, 62, 63, 65 and 66 of the
Notice of Application,
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O

20.  With respect to the allegations in paragraph 67 of the Notice of Application, many of the
invesiors who do not have their phones installed have chosen deliberately not to, or have slowed
the process down by seekinig, different locations other than those offered, or have attempted to

resile from the contracts cnticely.
21, The Respondents deny the allegations in paragraph 69 of the Notice of Application.

22, The Respondenis deny the allegations in paragraph 70 of the Notice of Application and
statc that (he figures were not offered as projections but were examples only. This was made

clear undoerneath the caleulations.

23, The Respondents deny the alicgations in paragraph 72 of the Notice of Application and
stale that arrangements for operator services, credit card processing and long distance are made

directly between the investoc and the service providers,

24, The Respondents deny the allcpations in paragraph 73 of the Natice of Application. The
ligures are not based upon 4 “preswnplion” but are given as examples. The Respondents deny
the altegations in paragraphs 74 and 75 of the Notice of Application, With respect to paragraph
75 of the Notice of Application, the Respondents state that it should have been obvious to
investors that no revenue would commence until the payphone was installed. 1lowever, for

greater clarity, the post-injunciion material made this clear.

25, The Respondents deny the allegations in paragraphs 77 and 79 of the Notice of
Application and specifically state that they bave no knowledge of the results of interviews

carricd out by the Burcau.
GROUNDS KOR OPPOSITION

26.  The Respondents adimit that earlier pre-injunction promotional material was overly

appressive and have since médilied it

e




DEC-28-93 TUE 04:35 PM  LAW OFFICE FAX NO. 416+243+2890 P. 06

27, 'The Respondents state that the business opportunity presented to potential investors is a
viable one.

28, The Respondents further state that the earlier problems encountered by the Respondent,
Universal Payphone Systems Inc., (“Universal”) werc unanticipated but these problems could
have been overcome,

29 The Respondenis state that Universal suffered enormous setbacks following a broadcast
on CTV in May 0f 1999, Following ihis broadcast, which generated unfair negative publicity,

ciormous time was spont by the employees of Universal attempting to appease worried
investors,

30 As well, the adverse poblicity generated by the within application resulted in the refusal
of newspapers and radio stations (o carry any furiher ads by Universal cven those that had been
modified after the injunction. By the end of October, 1999, Universal was unable to advertise

effectively in any form.

31, 'The Respondents request that this proceeding take place in the English language.

i

|

DATED at Toronlo, this 28" day of December, 1999,

"

1Y)
F. SCOTT SI%VERT
Barrister & Solicitor
15 Belfield Road
Suite B
O Rexdale, Ontario
MSW 1E8

T: (416) 243-8756
1': (416) 243-2990

Solicitor for the Respondents
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TJ:  JOHN SYMFR
MANON LAPOINTE
C/o Depariment of Justice
Counsel to the Commissioner of Competition
Mace du Portage
Phase I
50 Victoria Street
Iull, Quebec
K1A 0C9

T: (819) 997-3325
¥ (819) 953-0267




