© 00 N o o A~ wWw N PP

N NN N N NN NN R R R B R R R R R R
o N o 01 W N RBP O © 0 N O 0 M W N B O

W LLI AM E. KOVACI C
General Counse

Barbara Y. K. Chun (Cal. Bar No. 186907)
Federal Trade Comm ssion

10877 Wlshire Blvd., Ste. 700

Los Angel es, CA 90024

(310) 824-4343 (phone)

(310) 824-4380 (fax)

Attorneys for Plaintiff
FEDERAL TRADE COWM SSI ON

UNI TED STATES DI STRI CT COURT
CENTRAL DI STRI CT OF CALI FORNI A

FEDERAL TRADE COW SSI ON,
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Plaintiff,
COVPLAI NT FOR | NJUNCTI ON AND
V. OTHER EQUI TABLE RELI EF
ARTMART PUBLI CATIONS, INC., a
California corporation; and

ARTHUR NI DETZ, an i ndividual,

Def endant s.

N N N N N N N N N N N

Plaintiff, the Federal Trade Conmm ssion ("Conm ssion"),
for its conplaint alleges:

1. The Conmmi ssion brings this action under Section 13(b) of
the Federal Trade Conm ssion Act ("FTC Act"), 15 U.S.C. 8§ 53(b),
to obtain permanent injunctive relief, rescission of contracts,
restitution, disgorgenent, and other equitable relief for
Def endant s’ deceptive acts or practices in violation of Section
5(a) of the FTC Act, 15 U.S.C. § 45(a).

JURI SDI CTI ON AND VENUE

2. Subject matter jurisdiction is conferred upon this Court
by 15 U.S.C. 88 45(a), 53(b), and 28 U.S.C. 88 1331, 1337(a), and
1345.
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3. Venue in the United States District Court for the
Central District of California is proper under 15 U S.C. 8§ 53(b),
and 28 U.S.C. 8§ 1391(b) and (c).

THE PARTI ES

4. Plaintiff, the Federal Trade Conm ssion, is an
i ndependent agency of the United States Government created by
statute. 15 U S.C. 88 41 et seq. The Conm ssion enforces Section
5(a) of the FTC Act, 15 U.S.C. 8 45(a), which prohibits unfair or
deceptive acts or practices in or affecting cormmerce. The
Commission may initiate federal district court proceedings by its
own attorneys to enjoin violations of the FTC Act to secure such
equitable relief as may be appropriate in each case, including
restitution for injured consuners. 15 U.S.C. 8§ 53(b).

5. Def endant ArtMart Publications, Inc. ("ArtMart"), is a
California corporation with its principal place of business at
21133 Victory Blvd., #215, Canoga Park, California. ArtMart
transacts or has transacted business in the Central District of
Cal i forni a.

6. Def endant Arthur Nidetz is an officer, director, and
sol e sharehol der of Defendant ArtMart Publications, Inc. At al
times material to this conplaint, acting alone or in concert with
others, he has fornul ated, directed, controlled, or participated
in the acts and practices of ArtMart, including the acts and
practices set forth in this conplaint. He resides in, and
transacts or has transacted business in, the Central District of
Cal i forni a.

COVMERCE

7. At all tinmes material to this conplaint, Defendants have

2




© 00 N o o A~ wWw N PP

N NN N N NN NN R R R B R R R R R R
o N o 01 W N RBP O © 0 N O 0 M W N B O

mai nt ai ned a substantial course of trade in or affecting comerce,
as "comerce" is defined in Section 4 of the FTC Act, 15 U S.C.
§ 44.

DEFENDANTS' COURSE OF CONDUCT

8. Since at | east 1998 and continuing thereafter,

Def endant s have engaged in a plan, programor canpaign to sel
advertising space and advertisenments in various publications to
numer ous busi nesses, governnental entities, schools and nonprofit
organi zations (referred to herein as "consuners") throughout the
United States. Defendants have used, inter alia, interstate

tel ephone calls and the United States mails to carry out their

pl an, program or canpai gn.

9. Def endant s’ publications include, without limtation,

Bl ack Anerican Digest, Black American Journal, Veterans Voice and
Sal udos Am gos, each of which is, by its title, ostensibly
oriented toward a specific denographic group, such as a particular
ethnic or social group or comunity.

10. The advertisenents that Defendants publish typically do
not focus on the products or services that are sold or offered by
t he busi nesses or other organi zations featured in the
advertisenments. Instead, the thenme of the advertisenents is the
organi zation's commtnent to equal opportunity principles and to
the particul ar denographic group to which the publication is
seem ngly directed. For exanple, the follow ng text appears in
the Fall 2000 issue of Sal udos Anm gos:

“We Proudly Salute The Spani sh Comrunity
[ name, address of conpany] Equal Opportunity
Enpl oyer Regardl ess of Race, Creed, Col or,
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CGender, Age, Religion, National Oigin,
Veteran Status or Disability”

11. The cost of Defendants' advertisenents typically ranges
from $500 to $5,000. Circulation of each of Defendants'
publications is relatively small, ranging from1,500 to 3, 000.

Def endants in fact do not sell subscriptions. They nerely send
their publications to various organizations, primarily to various
school s, colleges and universities across the country.
Circulation or dissem nation of Defendants' publications is not
targeted to the denographic group to which the title of the
publication refers.

12. Defendants' schene consists of various illegitimte
nmet hods of obtai ning paynment from consuners. Frequently,
consuners receive an invoice from Def endants w t hout having had
any prior contact with Defendants. The Defendants m srepresent on
i nvoi ces that they send to consuners that the consuner owes noney
to Defendants for one or nore advertisements that the consuner in
fact had never agreed to place. |In sone instances, the first
invoice is stanped "Past Due.” O ten Defendants, through their
tel emarketers, place a followup call after sending a consuner an
i nvoi ce and m srepresent that a current or former manager had
al ready purchased the advertisenents that have been, or are soon
to be, published and that Defendants are sinply collecting paynent
for the advertisenents. |In sone instances Defendants have
obtai ned the nanme of a current or former manager and use that nane
to create the appearance of having communi cated with that person.

13. By using such titles as Black American Digest, Sal udos

Am gos and Veterans Voice, Defendants m srepresent, expressly or
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by inplication, that the publications are directed to and reach
menbers of the specific denographic group to which the titles
refer. Defendants do not disclose to purchasers of the
advertising that their advertisenents will not |ikely be read by
or widely distributed to nenbers of the specific denographic group
seem ngly targeted by the publication.
VI OLATI ONS OF SECTION 5 OF THE FTC ACT
COUNT |
M srepresentati ons that Consunmers Owe Money

14. I n numerous instances, in connection with the sale,
offering for sale, or marketing of advertisenments to businesses,
governnmental entities, schools, and/or nonprofit organizations,
Def endants have represented, expressly or by inplication, that the
busi ness, governnental entity, school, or nonprofit organization
has purchased or agreed to purchase and place advertisenents in
one or nore of Defendants' publications, and therefore owes noney
t o Defendants.

15. In truth and in fact, in nunmerous instances, businesses,
governmental entities, schools, or nonprofit organizations to
whi ch Def endants have made this representati on have not purchased
or agreed to purchase and place advertisenents in one or nore of
Def endants' publications, and do not owe noney to Defendants.

16. Therefore, Defendants' representations as set forth in
Paragraph 14 are fal se and m sl eadi ng and constitute deceptive
acts or practices in violation of Section 5(a) of the FTC Act, 15

U.S.C. § 45(a).
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COUNT 11
M srepresentati on of Readership

17. I n nunerous instances, in connection with the sale,
offering for sale, or marketing of advertisenents in publications
that bear such titles as Black Anerican D gest, Saludos Am gos and
Vet er ans Voi ce, Defendants have represented, expressly or by
inplication, that circulation or dissem nation of the publication
is targeted to the specific denographic group to which the title
of the publication refers.

18. In truth and in fact, circulation or dissem nation of
Def endants’ publications is not targeted to the specific
denographic group to which the title of the publication refers.

19. Therefore, Defendants' representation as set forth in
Paragraph 17 is fal se and m sl eadi ng and constitutes a deceptive
act or practice in violation of Section 5(a) of the FTC Act, 15
U S C § 45(a).

CONSUMER | NJURY

20. Consuners throughout the United States have suffered and
continue to suffer substantial nonetary |oss as a result of
Def endants' unlawful acts or practices. |In addition, Defendants
have been unjustly enriched as a result of their unl awful
practices. Absent injunctive relief by this Court, Defendants are
likely to continue to injure consuners, reap unjust enrichnent,
and harmthe public interest.

TH'S COURT' S PONER TO GRANT RELI EF

21. Section 13(b) of the FTC Act, 15 U S.C. § 53(b),

enpowers this Court to grant injunctive and other ancillary

relief, including consuner redress, disgorgenent, and restitution,
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to prevent and renedy any violations of any provision of |aw
enforced by the Comm ssion.

22. This Court, in the exercise of its equitable
jurisdiction, may award other ancillary relief to remedy injury
caused by Defendants' |aw violations.

PRAYER FOR RELI EF

WHEREFORE, plaintiff Federal Trade Conm ssion requests,
pursuant to Section 13(b) of the FTC Act, 15 U . S.C. 8§ 53(b), and
the Court’s own equitable powers, that the Court:

1. Award plaintiff such tenporary and prelimnary
injunctive and ancillary relief as nmay be necessary to avert the
i kel i hood of consuner injury during the pendency of this action
and to preserve the possibility of effective final relief;

2. Per manent|ly enjoin Defendants fromviolating the FTC Act
as al l eged herein;

3. Award such relief as the Court finds necessary to
redress injury to consuners resulting from Defendants' violations
of the FTC Act, including but not limted to rescission or
reformati on of contracts, restitution, the refund of nonies paid,
and the disgorgenent of ill-gotten nonies; and

4. Award plaintiff the costs of bringing this action, as
wel | as such other and additional relief as the Court may
determ ne to be just and proper.

Respectful ly Subm tted,

Dat ed: , 2003

Barbara Y. K. Chun
Attorney for Plaintiff Federal
Trade Comm ssion
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