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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 COWM SSI ON,
Case No.

Pl aintiff,
V.

ARTMART PUBLI CATIONS, INC., a
California corporation; and
ARTHUR NI DETZ, an i ndi vi dual,

STI PULATED FI NAL JUDGVENT AND
ORDER FOR PERMANENT | NJUNCTI ON
AND OTHER EQUI TABLE RELI EF

Def endant s. AGAI NST ALL DEFENDANTS

N N N N N N N N N N N

Plaintiff, the Federal Trade Conm ssion ("FTC' or
“Conmi ssion”) has commenced this action by concurrently filing
its Conplaint and this Stipulated Final Judgment and Order for
Per manent I njunction ("Order"). The Conpl ai nt seeks a permanent
i njunction and other equitable relief pursuant to Section 13(hb)
of the Federal Trade Conm ssion Act ("FTC Act"), 15 U S.C
8§ 53(b), and charges Defendants ArtMart Publications, Inc. and
Arthur Nidetz with deceptive acts and practices in connection
with the sale, offering for sale, or distribution of
adverti senments and adverti sing space.

Def endant s have wai ved service of the Summons and Conpl ai nt.
The parties, represented by the attorneys whose nanes appear

hereafter, have agreed to the entry of this Order and have
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requested that the Court enter the same to resolve all matters in
di spute in this action.
FI NDI NGS

1. This Court has jurisdiction over the subject nmatter of
this case and all parties hereto. Venue in the Central D strict
of California is proper.

2. The alleged activities of Defendants are in or affecting
comerce, as defined in Section 4 of the FTC Act, 15 U S.C. § 44.

3. The Conpl aint states a clai mupon which relief may be
grant ed agai nst Defendants under Sections 5(a) and 13(b) of the
FTC Act, 15 U.S.C. 8§ 45(a) and 53(b).

4. Plaintiff has the authority under Section 13(b) of the
FTC Act, 15 U. S.C. 8 53(b), to seek the relief it has requested.

5. Def endants enter into this Order freely and w thout
coercion regarding the allegations or charges made in the FTC s
conpl aint, and acknow edge that they understand the provisions of
this Order and are prepared to abide by them

6. Def endant s have wai ved all clains under the Equal Access
to Justice Act, 28 U S.C. 8§ 2412, and all rights to seek judicial
review, or otherwi se to challenge the validity of this O der.

7. Entry of this Order is in the public interest.

| T 1S HEREBY ORDERED as fol | ows:
DEFI NI TI ONS

1. "Person" means a natural person, organization, or other
| egal entity, including a corporation, partnership,
proprietorship, association, cooperative, government or
gover nment al subdi vi si on or agency, or any other group or

conmbi nation acting as an entity.
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2. "Nanmed Defendants” means ArtMart Publications, Inc., its
successors, assigns, and subsidiaries (“ArtMart”), and Arthur
Ni detz (“Nidetz”).

3. "Def endant s" neans ArtMart Publications, Inc. and Arthur
Ni detz and their agents, servants, enployees, successors, assigns
and subsidiaries, and all persons or entities directly or
indirectly under the control of any of them and all other persons
or entities in active concert or participation with any of them
who receive actual notice of this Order by personal service or
ot herwi se, and each such person

4. "Consuner" means an actual or potential purchaser,
custoner, subscriber, business entity, governnent agency,
educational institution, non-profit entity, or natural person.

5. "Publication"” neans any journal, magazi ne, newspaper,
newsl etter, book, periodical, or other published matter, whether
publ i shed in electronic or printed nedia.

ORDER
l.
PROHI BI TED BUSI NESS ACTI VI Tl ES

A | T | S THEREFORE CORDERED t hat each of the Naned
Def endants, and their officers, agents, directors, servants,
enpl oyees, sal espersons, independent contractors, corporations,
subsi di ari es, successors, assigns, and all other persons or
entities in active concert or participation with any of them who
receive actual notice of this Order by personal service or
ot herwi se, whether acting directly or through any trust,
corporation, subsidiary, division, or other device, in connection

with the marketing, offering for sale, or sale of advertising
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space, advertisenents, or any advertising-related service, are
her eby enjoined from

1. M srepresenting, expressly or by inplication, that any
consuner has ordered, purchased or agreed to purchase and pl ace
advertisenments in one or nore of Defendants' publications;

2. Maki ng any m srepresentation, expressly or by
inplication, regarding a consuner’s obligation to make paynent;

3. M srepresenting to any consumer, or any consuner's
enpl oyee or representative, expressly or by inplication, that the
consuner has previously purchased one or nore advertisenments from
or has otherw se previously transacted business with, any of the
Def endant s;

4. M srepresenting, expressly or by inplication, that any
advertisenment is up for renewal;

5. M srepresenting, expressly or by inplication, that the
circulation or dissemnation of any publication is targeted to a
speci fi c denographi c group;

6. Maki ng any other m srepresentation, expressly or by
i mplication, concerning the circulation or dissem nation of any
publ i cati on;

7. M srepresenting, expressly or by inplication, that any
order or purchase of such advertisenent, advertising space, or
ot her advertising-related service, or that any other action, wll
fulfill obligations under, or is required to conply with, equal
enpl oyment opportunity | aws;

8. Msrepresenting, expressly or by inplication, any
affiliation with or connection to any governnment entity;

9. M srepresenting, expressly or by inplication, any other

4
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fact that is likely to affect a consunmer’'s choice in connection
wi th the purchase of such advertisenents, advertising space, or
ot her advertising-rel ated service;

10. Sending an invoice or any request for paynent to any
consuner, including any enpl oyee, agent, or representative of the
consuner, for any advertisenent, advertising space, or other
advertising-rel ated service, unless that consumer has previously
provided witten authorization for such purchase. The witten
aut hori zation for the purchase shall clearly and conspi cuously
include the foll ow ng statenent: "The person signing MIJST be an
i ndi vi dual who has been desi gnated by your organization as a
person who has the authority to place this order for the
advertising or other service indicated. |If you do not have such
authority - DO NOT SIGN." Next to this statenent the
aut hori zation shall include lines and spaces for: (1) the person's
signature; (2) the person's printed nane: and (3) the date. The
aut hori zation shall also clearly and conspi cuously disclose the
total price charged, a description of the advertisenment or other
product or service being sold that is the subject of the sale, and
t he nunber of previous orders for advertisenents or other products
or services the customer has authorized fromthe Defendants in the
previ ous two year period (and stating "none" if that is the case);

11. Invoicing or collecting paynment from any consuner for
t he purchase of advertising, advertising space, or any other
advertising-rel ated service from Defendants prior to the effective
date of this Order;

12. Failing to conspicuously disclose, with respect to any

publication in which an advertisenment or advertising space is

5
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being offered to a consumer, prior to sending an invoice or any
request for paynment to the consuner, (a) the nunber of subscribers
to the publication, and (b) the total number of copies of each of
the past three issues of the publication that were dissem nated;

B. | T I'S FURTHER ORDERED t hat each of the Naned Def endants,
and their officers, agents, directors, servants, enployees,
sal espersons, independent contractors, corporations, subsidiaries,
successors, assigns, and all other persons or entities in active
concert or participation with any of them who receive actual
notice of this Order by personal service or otherw se, whether
acting directly or through any trust, corporation, subsidiary,
di vision, or other device, in connection with the marketing,
offering for sale, or sale of any good or service, are hereby
permanent|ly restrai ned and enjoi ned from m srepresenti ng,
expressly or by inplication, any other fact likely to affect a
consuner's decision to purchase any good or service fromthe
Def endant s.

.
PROHI BI TI ON ON SALE OF CUSTOMER LI STS

| T I'S FURTHER ORDERED t hat each of the Named Defendants, and
their officers, agents, directors, servants, enployees,
sal espersons, independent contractors, corporations, subsidiaries,
successors, assigns, and all other persons or entities in active
concert or participation with any of them who receive actual
notice of this Order by personal service or otherw se, whether
acting directly or through any trust, corporation, subsidiary,
di vision, or other device, are hereby restrai ned and enjoined fron

selling, renting, leasing, transferring or otherw se disclosing,

6
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whet her or not in exchange for paynment or other consideration, the
name, address, tel ephone nunber, credit card nunber, bank account
nunber or other identifying informati on of any persons whose
identities or custoner list informati on were obtai ned by
Def endants before the entry of this Stipulated O der;
provi ded, however, that Defendants may disclose such identifying
information to a | aw enforcenent agency, or as required by any
| aw, regulation or court order.
L1l
MONETARY JUDGVENT
A | T 1S FURTHER ORDERED t hat judgnment in the anount of
$125,000. 00 i s hereby entered agai nst the Nanmed Def endants,
jointly and severally. The judgnent shall be paid to the FTC by
wire transfer in accordance with directions provided by the FTC,
or by cashier’s or certified check payable to and delivered to the
FTC, as foll ows:
1. Wthin ninety days of the date of entry of this
Order, Naned Defendants shall pay the sum of $7,500. 00;
2. Wthin 180 days of the date of entry of this Oder,
Nanmed Defendants shall nmake a second paynent of $7,500. 00;
3. Wthin 270 days of the date of entry of this Oder,
Nanmed Defendants shall make a third paynent of $7,500. 00;
4. Wthin 360 days of the date of entry of this Oder,
Named Defendants shall make a fourth paynent of $7,500. 00;
5. Wthin 390 days of the date of entry of this Oder,
Naned Defendants shall make a fifth and final paynment
conpri sing the bal ance owed on the judgnent of $95, 000. 00.

B. In the event that Nanmed Defendants fail to nmake any of

7
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t he paynents specified in Subparagraph A 1-5 above within fifteen
days of its due date, the Court shall enter judgnment agai nst Naned
Def endants, jointly and severally, in the amount of $125, 000. 00

| ess any paynents already made. For purposes of this Paragraph
only and any subsequent proceedings to enforce paynent, including
but not limted to a non-dischargeability conplaint filed in a
bankrupt cy proceedi ng, Naned Defendants stipulate to all of the
all egations in the FTC s Conpl ai nt.

C. IT IS FURTHER ORDERED t hat Naned Defendants shall provide
the FTC, or its agent, within thirty days of such a request, any
evi dence in the possession, custody or control of Nanmed Defendants
establishing the nane, |ast known address, telephone nunber, date
of purchase, and the conplete file record, including conputer
records and correspondence, of each customer who pai d Defendants
for advertisenents, advertising space, or advertising-rel ated
servi ces between January 1, 1999 and the date this Oder is
entered, as well as any further information the FTC deens
necessary to effectuate a custoner redress program

D. Al'l funds paid pursuant to this Paragraph shall be
deposited into a fund adm nistered by the FTC or its agent to be
used for equitable relief, including but not limted to consumner
redress and any attendant expenses for the adm nistration of any
redress fund. In the event that direct redress to consuners is
wholly or partially inpracticable or funds remain after redress is
conpl eted, the FTC may apply any remnai ning funds for such other
equitable relief (including consunmer information renedies) as it
determ nes to be reasonably related to the Naned Def endants

practices alleged in the Conplaint. Any funds not used for such
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equitable relief shall be deposited to the Treasury as
di sgorgenent. Nanmed Defendants shall have no right to challenge
the FTC s choice of renedi es under this Paragraph; and

E. Any redress adm nistrator shall destroy all records
relating to this matter six years after the transfer of any
remai ni ng redress funds to the FTC Treasury account or the closing
of the account from which such funds were disbursed, whichever is
earlier, provided that no records shall be destroyed unless and
until a representative of the FTC has received and approved the
adm nistrator's final accounting report. Records shall be
destroyed in accordance with di sposal nethods and procedures to be
specified by the FTC. The FTC may, in its sole discretion,
require that such records, in whole or in part, be transferred, in
lieu of destruction, to the FTC

| V.
RELI ANCE ON DI SCLOSURES

| T 1S FURTHER ORDERED that the FTC s agreenent to this Order
is expressly prem sed upon the truthful ness, accuracy, and
conpl eteness of the financial condition of Naned Def endants, as
represented in their respective financial statenents submtted to
the FTC on August 2, 2002, and in any other docunents submtted by
t he Naned Def endants, including any estimated cl osing statenent
concerning the sale of Arthur Nidetz's residence. Said financial
statenents and docunents contain material information upon which
the FTC has relied in negotiating and agreeing to the terns of
this Order. If, upon noticed notion by the FTC to the Court, the
Court finds that any Nanmed Defendant failed to disclose any asset

with a value exceeding $2,500, or materially msrepresented the

9
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val ue of any asset, or made any other material m srepresentation
in or omssion fromtheir financial statenents or other docunents,
the Court shall enter judgnent agai nst Naned Defendants, jointly
and severally, in favor of the FTC in the amount of $3, 400, 000. 00,
representing the approxi mate anmount of consumer injury, which wll
becone i medi ately due and payabl e | ess any anmount previously paid
to the FTC. For purposes of this Paragraph only and any
subsequent proceedings to enforce paynent, including but not
limted to a non-dischargeability conplaint filed in a bankruptcy
proceedi ng, Naned Defendants stipulate to all of the allegations
in the FTC s Conpl ai nt.
V.

DI STRI BUTI ON OF ORDER BY DEFENDANTS

I T 1S FURTHER ORDERED that, for a period of three (3) years
fromthe date of entry of this Oder,

A Art Mart shall deliver a copy of this Order to al
principals, officers, directors, nmanagers, enployees, agents, and
representatives having responsibilities with respect to the
subject matter of this Order, and shall secure from each such
person a signed and dated statenent acknow edgi ng recei pt of the
Order. ArtMart shall deliver this Order to current personnel
within thirty (30) days after the date of service of this Oder,
and to new personnel within thirty (30) days after the person
assunmes such position or responsibilities.

B. Ni detz shall deliver a copy of this Order to the
principals, officers, directors, managers and enpl oyees under
Ni detz’s control for any business that (a) enploys or contracts

for personal services from N detz and (b) has responsibilities

10
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with respect to the marketing, offering for sale, or sale of
advertising space, advertisenents, or any advertising-rel ated
service. N detz shall secure fromeach such person a signed and
dat ed statenment acknow edgi ng receipt of the Order within thirty
(30) days after the date of service of the Order or the
commencenent of the enploynent relationship.
Vi .
MONI TORI NG COVPLI ANCE OF SALES PERSONNEL

| T 1S FURTHER ORDERED that in connection with any business
that sells, offers for sale, or dissem nates advertising, where
any Named Defendant is the najority owner of the business or
directly or indirectly nmanages or controls the business, Nanmed
Def endants are hereby permanently restrained and enjoi ned from

A Failing to take reasonabl e steps sufficient to nonitor
and ensure that all enployees and i ndependent contractors engaged
in sales or other custoner service functions conply w th Paragraph
| of this Order. Such steps shall include adequate nonitoring of
sal es presentations or other calls with custoners, and shall also
include, at a mninum the following: (1) listening fromtinme to
time to the oral representati ons made by persons engaged in sal es
or other custoner service functions; (2) establishing a procedure
for receiving and responding to custonmer conplaints; and (3)
ascertaining the nunber and nature of custoner conplaints
regardi ng transactions in which each enpl oyee or independent
contractor is involved; provided that this Paragraph does not
aut horize or require Naned Defendants to take any steps that
violate any federal, state, or l|ocal |aws;

B. Failing pronptly to investigate fully any customner

11
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conpl aint received by any business to which this Paragraph
applies; and

C. Failing to term nate any enpl oyee or independent
contractor whomthe Naned Defendants knows or should know is not
conplying with the provisions of this O der.

VI,
COVPLI ANCE REPORTI NG BY DEFENDANTS

| T 1S FURTHER ORDERED that, in order that conpliance with the
provi sions of this Order may be nonitored:

A For a period of five (5) years fromthe date of entry of
this Oder,

1. Ni detz shall notify the FTC of the foll ow ng:

a. Any changes in his residence, mailing
addresses, and tel ephone nunbers, within ten (10) days
of the date of such change;

b. Any changes in his enploynment status
(including self-enploynment) within ten (10) days of the
date of such change. Such notice shall include the nang
and address of each business that he is affiliated wth,
enpl oyed by, or perfornms services for; a statenent of
the nature of the business; and a statenment of his
duties and responsibilities in connection with the
busi ness;

C. Any changes i n Defendant’s nanme or use of any
aliases or fictitious nanes; and
2. Naned Defendants shall notify the FTC of any

changes in corporate structure that nay affect conpliance

obligations arising under this Oder, including but not

12




© 00 N o o b~ w N PP

N RN DN N N N N NDNR P P R R R R R p
®w N oo g R W N P O © 0N O 00 DM W N B O

limted to a dissolution, assignnent, sale, nerger, or other

action that would result in the emergence of a successor

corporation; the creation or dissolution of a subsidiary,
parent, or affiliate that engages in any acts or practices
subject to this Oder; the filing of a bankruptcy petition;

or a change in the corporate nanme or address, at least thirty

(30) days prior to such change, provided that, with respect

to any proposed change in the corporation about which the

Naned Defendant learns less than thirty (30) days prior to

the date such action is to take place, Naned Defendant shal

notify the FTC as soon as is practicable after obtaining such
know edge.

B. One hundred eighty (180) days after the date of entry of
this Order, Named Defendants shall each provide a witten report
to the FTC, sworn to under penalty of perjury, setting forth in
detail the manner and formin which they have conplied and are
conplying with this Order. This report shall include, but not be
l[imted to:

1. Any changes required to be reported pursuant to

Subpar agraph (A) above;

2. A copy of each acknow edgnent of receipt of this

Order obtained by Defendant pursuant to Paragraph V;

C. For the purposes of this Order, Nanmed Defendants shall,
unl ess otherwi se directed by the FTC s authorized representatives,
mail all witten notifications to:

Assi stant Regional Director
Western Region - Los Angel es
Federal Trade Conm ssion

10877 WIlshire Blvd., Suite 700
Los Angeles, California 90024

13
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Re: FTC v. I nnovative Systens Technol ogy, et al.

D. For purposes of the conpliance reporting required by this
Par agraph, the FTC is authorized to communicate directly with
Named Def endants.

VI,
COVPLI ANCE MONI TORI NG

| T 1S FURTHER ORDERED t hat, for the purpose of nonitoring and
i nvestigating conpliance with any provision of this Oder,

A Wthin ten (10) days of receipt of witten notice from a
representative of the FTC, Naned Defendants each shall submt
additional witten reports, sworn to under penalty of perjury;
produce docunents for inspection and copying; appear for
deposition; and/or provide entry during normal business hours to
any business location in such defendant’s possession or control to
i nspect the business operation;

B. In addition, the FTC is authorized to nonitor conpliance

with this Oder by all other lawful neans, including but not

limted to the foll ow ng:
1. obt ai ning di scovery from any person, w thout
further | eave of court, using the procedures prescribed by
Fed. R CGv. P. 30, 31, 33, 34, 36, and 45;
2. posi ng as consuners and suppliers to Named
Def endant s, Nanmed Def endants’ enpl oyees, or any other entity
managed or controlled in whole or in part by Naned
Def endants, w thout the necessity of identification or prior
noti ce;
Provided that nothing in this Oder shall limt the FTC s |awful

use of conpul sory process, pursuant to Sections 9 and 20 of the

14
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FTC Act, 15 U. S.C. 88 49, 57b-1, to obtain any docunentary

mat erial, tangible things, testinony, or information relevant to
unfair or deceptive acts or practices in or affecting comrerce
(within the neaning of 15 U.S.C. § 45(a)(1)).

C. Naned Defendants shall permt representatives of the FTQ
to interview any enpl oyer, consultant, independent contractor,
representative, agent, or enployee who has agreed to such an
interview, relating in any way to any conduct subject to this
Order. The person interviewed may have counsel present.

| X.
RECORD KEEPI NG PROVI SI ONS

I T 1S FURTHER ORDERED that, for a period of eight (8) years
fromthe date of entry of this Order, in connection with any
business that(a) sells, offers for sale, or dissem nates
advertisenments and (b) where Nidetz is the majority owner of the
busi ness or controls the business, N detz and his agents,
enpl oyees, officers, corporations, successors, and assigns, and
t hose persons in active concert or participation with himwho
receive actual notice of this Order by personal service or
ot herwi se, are hereby restrained and enjoined fromfailing to
create and retain the foll ow ng records:

A. Reasonabl e accounting records that reflect the cost of
goods or services sold, revenues generated, and the disbursenent
of such revenues;

B. Personnel records accurately reflecting: the nane,
address, and tel ephone nunber of each person enployed in any
capacity by such business, including as an i ndependent contractor;

that person's job title or position; the date upon which the

15
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person conmenced work; and the date and reason for the person's
termnation, if applicable;

C. Custoner files containing the nanes, addresses, phone
nunbers, dollar anmounts paid, quantity of itenms or services
pur chased, and description of itens or services purchased, to the
extent such information is obtained in the ordinary course of
busi ness;

D. Conplaints and refund requests (whether received
directly, indirectly or through any third party) and any responses
to those conplaints or requests; and

E. Copies of all sales scripts, training material s,
advertisenments, or other nmarketing materials.

X.
ACKNOALEDGVENT OF RECEI PT OF ORDER BY DEFENDANT

| T 1S FURTHER ORDERED t hat each Named Defendant, within five
(5) business days of receipt of this Order as entered by the
Court, must submit to the FTC a truthful sworn statenent
acknow edgi ng receipt of this Order.

Xl .
| NDEPENDENCE OF OBLI GATI ONS

| T 1S FURTHER ORDERED t hat each obligation inposed by this
Order is independent of all other obligations under the Order, and
the expiration of any requirenments inposed by this Order shall not
affect any other obligation arising under this O der.

Xl
COSTS AND ATTORNEYS FEES
| T 1S FURTHER ORDERED t hat each party shall bear its own

costs and attorneys fees incurred in connection with this action.

16
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X,
RETENTI ON OF JURI SDI CTI ON
| T 1S FURTHER ORDERED that this Court shall retain
jurisdiction of this matter for purposes of construction,
nodi fication and enforcenent of this O der.
XIV.
ENTRY BY CLERK
There being no just reason for delay, the Cerk of the Court

is hereby directed to enter this O der.

SO STI PULATED:

Dat ed: , 2003
BARBARA Y. K. CHUN
Attorney for Plaintiff
FEDERAL TRADE COWM SS| ON
Dat ed: , 2003
ARTMART PUBLI CATI ONS, | NC. by
Arthur Nidetz, as its sole
O ficer and Omer
Dat ed: , 2003
ARTHUR NI DETZ, | NDI VI DUALLY

APPROVED AS TO FORM

Dat ed: , 2003
DANI EL J. WEI NTRAUB
Attorney for Defendant
ArtMart Publications, Inc.
| T 1S SO ORDERED.
Dat ed:
UNI TED STATES DI STRI CT JUDGE
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CERTI FI CATE OF SERVI CE

|, Barbara Y.K Chun, certify as foll ows:

| am over the age of 18 and am enpl oyed by the Federal Trade
Comm ssion. M business address is 10877 Wlshire Blvd. Suite
700, Los Angeles, CA 90024. On , | caused the

attached “Stipul ated Fi nal Judgnment and Order for Pernmanent
I njunction and Gther Equitable Relief” to be served by pre-paid,
first class U S. mail to the follow ng:

Dani el J. Weintraub, Esq.

12424 Wl shire Blvd. #1120

Los Angel es, CA 90025-1031

Attorney for Defendants

| declare under penalty of perjury that the foregoing is true

and correct.

Dat ed:

Barbara Y. K. Chun




