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in support of this Motion. All exhibits cited in the Memorandum are referenced as “PX [exhibit
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attachments by page number. The 3,159 pages of exhibits are consecutively numbered.

In considering an application for a TRO or preliminary injunction, the Court may rely on
affidavits and hearsay materials. Levi Strauss & Co. v. Sunrise Int 'l Trading, Inc., 51 F.3d 982,
985 (11th Cir. 1995) (quoting Asseo v. Pan Am. Grain Co., 805 F.2d 23, 26 (1st Cir. 1986)
(“Affidavits and other hearsay materials are often received in preliminary injunction
proceedings. The dispositive question is not their classification as hearsay but whether, weighing
all the attendant factors, including the need for expedition, this type of evidence was appropriate
given the character and objectives of the injunctive proceeding.”)); see also Winmark Corp. v.
Brenoby Sports, Inc., 32 F. Supp. 3d 1206, 1212 (S.D. Fla. 2014).

vii
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PLAINTIFF’S EMERGENCY EX PARTE MOTION FOR A TEMPORARY
RESTRAINING ORDER AND MEMORANDUM IN SUPPORT THEREOF

The Federal Trade Commission (“FTC”) respectfully requests that the Court halt
an invention-promotion scam that has bilked consumers out of millions of dollars by exploiting
their dreams of becoming successful inventors and entrepreneurs. Consumers who have an
invention idea contact Defendants, doing business as World Patent Marketing (“WPM?™), for
assistance with patenting and marketing. Consumers first speak with a sales representative who
tells them to put a proposal together to submit to WPM’s Board. On a follow-up call, the sales
agents invariably tell consumers that the Board believes the invention is a great idea, but that to
move forward the consumer must spend up to $1,695 for a “Global Invention Royalty Analysis”
or similar analysis. This report includes a purported search for existing patents and a feasibility
analysis performed by “researchers” from well-known universities such as Harvard, Baylor, and
MIT, or from independent research firms. This analysis invariably suggests the idea is suitable
for patenting.

Once the marketability study is done, sales agents tell consumers, often for the first time,
that in order to move forward with the patent and marketing process, they must invest anywhere
between $7,995 and $64,995 to obtain a patent and a 10-point marketing plan. During these sales
calls, agents have told consumers they will be able to earn millions if they enter into a contract
with WPM. Months or years later, after having spent tens of thousands of dollars on WPM,
consumers typically have no patents, no marketing plans, and no return on their investments.
Defendants’ business is riddled with deception and provides few of the promised services—just
enough to string consumers along for as long as possible. Compounding the injury, when
consumers complain to WPM, ask for a refund, or complain to consumer protection agencies,
WPM’s CEO and founder, Defendant Scott Cooper, intimidates them and threatens them with
legal action. The operation’s sales have likely exceeded $10.4 million since 2014.

Because Defendants’ conduct has already injured hundreds of consumer inventors across
the country and around the world, and continues to harm additional consumers on a daily basis,
the FTC seeks an ex parte temporary restraining order (“TRO”) that will stop Defendants’
deceptive business practices and preserve assets for potential redress to consumers. Specifically,
the FTC seeks an ex parte TRO that enjoins Defendants from continuing their illegal practices
and orders ancillary equitable relief, including: an asset freeze, the appointment of a temporary
receiver, immediate access to relevant business premises and records, limited expedited
discovery, and an order to show cause why a preliminary injunction should not issue. These
measures are necessary to prevent continued consumer injury, dissipation of assets, and
destruction of evidence, thereby preserving this Court’s ability to provide effective final relief to

the victims of Defendants’ scheme.
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MEMORANDUM

In support of its Emergency Ex Parte Motion for a Temporary Restraining Order, the
FTC states the following:
I Statement of Facts

Since at least 2014, through deception sometimes perpetrated over years, WPM dupes
budding entrepreneurs into spending tens of thousands of dollars for virtually nothing. At the
same time, to the extent any of the inventors would have had a sustainable patent, ‘WPM causes
them to forgo opportunities with other companies to contract with WPM.

A. The WPM Corporate Defendants’ Deceptive Business Practices

1. Setting Up Consumers With Smoke and Mirrors

Most consumers find WPM online when they are searching for patent assistance for their
inventions.' Consumers reported that when they performed due diligence and researched WPM
online, they only found positive reviews.? WPM’s website has a section for “success stories”
where WPM lists inventions that purportedly have become successful with WPM’s assistance,
and it contains testimonials of inventors who praise WPM and its CEO, Scott Cooper.3

Unbeknownst to consumers, WPM holds out inventors on its website who, in fact, have
not been successful with WPM.* WPM asks consumers to write positive reviews and create

video testimonials at the beginning of the process, before they realize they have been conned.’

'PX 1,92; PX 2,9 2; PX 3,9 3; PX 4,92; PX 5,92; PX 6,92; PX 7,92; PX 8,9 2; PX 10,
€2; PX 11,92; PX 12,9 3; PX 13,9 5; PX 14,9 3; PX 16,9 3; PX 17,9 5, PX 23,9 2.

2PX1,93;PX3,93;PX4,92;PX 6,92, PX7,93;PX8, 92; PX10,92; PX 11,9 2;
PX 12,9 3; PX 13,9 5; PX 16, 91 3-4; PX 17, 9 6; PX 23, § 2. Not only do Defendants engage in
complaint suppression tactics (see Part II.B), according to a former employee, WPM also pays
bonuses to employees who “like” Defendants on social media and comment on Defendants’
social media sites. PX 30, 9 78(b). Further, at least one consumer reported that he wrote many
good reviews at Scott Cooper’s request and to get Scott Cooper’s attention, only to end up with
none of the promised services. PX 7, 99 17, 25-27, 30-31, 37-40, Att. E, pp. 735-739.

3PX 27, 99 7-8, 14-37. The FTC conducted an undercover call in February 2017. During that
call, the WPM sales agent told the investigator to review the success stories on WPM’s website
and said, “appreciate the magnitude of this opportunity.” PX 30, § 16.

4 PX 27, 99 17-34. Four of these inventors have submitted sworn declarations to the FTC. Not
only did they not make any money, but WPM allowed to expire or abandoned their patent
applications without notifying them. Collectively, these consumers paid WPM over $71,000.
PX 5 99 5-6, 18-19, 26, 42, 51, 60-61; PX 7, 19 4, 6, 10, 36, 39-40, 43; PX 9,91 10, 19, 44, 76,
78, 84-86; PX 10, Y 4, 10, 27; PX 19, Att. B, p. 2111-12. As of February 23, 2017, WPM was
still advertising these inventors as success stories on its websites. PX 27, 99 22, 24, 27, 29, Att.
N, pp. 2470-2493, Att. P, pp. 2511-2537, Att. S, pp. 2553-2595; Att. U, pp. 2615-2640.

SPX 5,97, PX 7,918 PX 1099; PX 12,98; PX 15,97, PX 16,9 7.
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These are the reviews that other consumers see and rely on when deciding to purchase WPM’s
patent services.®

In addition, WPM creates press releases and web pages touting its customers’ invention
ideas, and disseminates links to those materials through its automated marketing emails sent to
all customers.’ These marketing materials often create the impression that WPM customers’
inventions are actual products in the marketplace when, in fact, they are not even in existence
yet.® In its marketing emails to consumers, WPM says “History Channel Inventions Features
World Patent Marketing,” and “The History Channel has done a special episode on World Patent
Marketing.”’ In reality, however, WPM paid $17,170 to air its own commercial on the History
Channel, and it aired only once—at 6:00am on January 29, 2015. 1% Another example is WPM’s
advertising of a supposed partnership with the inventor of the SNUGGIE® blanket with sleeves.
A press release WPM originally disseminated in August of 2016 says: “WPM Joins Forces With
The Man Behind The $500 Million Snuggie.”11 This is patently false.'?

Believing all the positive reviews and testimonials to be true, consumers reach out to

WPM, often through an online interest form and, soon after, WPM sales representatives call

5 PX 3,99 6-7,9; PX 4,9 37; PX 5,96, PX 7,9 3; PX 8,  4; PX 9, 9 86; PX 10 1Y 2, 7-8;
PX 11,92, 9; PX 12,9 3; PX 13,9 5, PX 15,9 5; PX 16,9 4; PX 17,1 6. 19.

7PX 2,918; PX 3,9 7; PX 6, 26; PX 27, 17 17-37; PX 30, 9 60 (a)-(c).

SPX 27, Att. K, pp. 2432-2447, Atts. O-Q, pp. 2494-2548, Atts. S-Z, pp. 2553-2712; PX 4,
€35, Att. F, p. 452-454; PX 5, 9 60; PX 7, 40 (see PX 3, Att. D, pp. 183-186 for press release);
PX 8, 9 15, Att. D, pp. 830-832; PX 10, 30, Att. D, p. 1060; PX 13, 9 25, Att. 1, pp. 1480-1481.

9 PX 3, Att. D, p. 186; PX 9, 14 38, 48-49; PX 11, Att. E, p. 1150; PX 25, 99, Att. B, pp. 2153-
2167. The email contains a link stating: “Click Here To Watch World Patent Marketing On The
History Channel.” A WPM sales agent told the FTC’s investigator that the History Channel did a
“whole segment” on WPM and invited him to watch the video. PX 30,  15.

10pX 18, 99 2-5. WPM encourages customers to watch this video online, see note 9, and it

creates a false air of legitimacy. It highlights Steven Harris’s experience as a success story even
though it is decidedly not. PX 9, 99 48-49, 83-86. The text below the video states, “History
Channel Inventions has done a special episode on World Patent Marketing” PX 30, § 60(a), Att.
O, p. 2864 (video transcript at pp. 2866-2872. As stated above, this is false. WPM paid to air its
own commercial. PX 18, 99 2-5. In response to customer complaints, Scott Cooper told the
Better Business Bureau that “due to the media attention leading up to World Patent Marketing
being featured on the History Channel ... the company ... was unable to offer ... the five star
customer service that our clientele is accustomed to.” PX 25, 99 and Att. B, pp. 2153-2167.

1'pX 30, 9§ 60(b).

12 The developer of the “Snuggie,” Allstar Marketing Group, LLC, has “never had a business
relationship with World Patent Marketing.” When Allstar learned that WPM was touting a
relationship with it, “Allstar personnel contacted World Patent Marketing and asked that World
Patent Marketing cease making any claims of a business relationship between World Patent
Marketing and Allstar or the team behind the SNUGGIE® blanket.” PX 28, {{3-6.
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them.'” The salesperson directs the consumer to submit a description and a drawing of the
consumer’s invention, and tells the consumer that the “Board” or “Team™ has to approve the idea
before moving forward. 14 Within a few days, the salesperson calls back and informs the
consumer that everyone thought the idea was great and it has been accepted. '* In reality, there is
no approval process and WPM trains its salespeople to lie to consumers to make them believe
their ideas are phenomenal, regardless of the ideas’ patentability. 16 WPM trains its sales agents to
build consumers up and—using their language—"bullshit” them so they will pay money. V7
2. The Patent Analysis

To continue the process, the consumer must spend up to $1,695 for a Global Invention
Royalty Analysis (“GIRA™) or similar analysis. '8 The salespeople tell consumers that this
analysis is necessary to move forward, determining if there is existing “prior art,” and that it is
used to distribute to manufacturers or licensees interested in the invention. 19 Prior art is public
information, including previously-issued patents, relevant to an invention’s originality.20

After paying the fee and signing an agreement, consumers receive their analysis weeks
later.?! It typically provides a preliminary patent drawing, patent search, market demographics,

13 pX 1,99 3-4; PX 2, 99 2-3; PX 3,9 3; PX 4,99 2-3; PX 6, 99 2-3; PX 7,99 2-3; PX 8, 2;
PX 10,9 2; PX 11, 99 2-3; PX 12, 19 3-4; PX 13, 19 5-6; PX 14,9 3; PX 16, 19 3-5; PX 17, 99 5-
8; PX 30, 74 6-8.

14PX 1,94; PX2,93; PX3,93; PX 4,94; PX5,93; PX 7,94; PX 8,92, PX 10, 93;
PX 12,9 5; PX 13,9 7; PX 14,9 3; PX 16, 99 6, 8; PX 17,9 9; PX 23,9 3; PX 30, 19.

1S pX 1,9 4; PX 2, T4; PX 3,9 3; PX 4,9 4; PX 5,9 3; PX 7,94; PX 8,92, PX 12, 96;
PX 13,9 7; PX 14,93; PX 16,9 8; PX 17, 7 10; PX 23, 2; PX 30, § 33.

16 pX 29, Att. A, 19 8-9, 14. A WPM sales agent told the FTC’s investigator that the “product
director” approved his “squash butter” recipe (without asking for or seeing it), and that WPM has
a whole division devoted to food products. He also said that a “team of people filtered the
information™ to determine profitability of the product, and it received high scores. The FTC
investigator, however, chose this specific invention because he believed it not to be patentable
based on the PTO’s patentability requirements. One requirement is that the invention is “novel”
and the investigator found this recipe online. PX 30, 9 23, 33, 58, 59.

17pX 29, Att. A, 79 8-9, 20.

18pX 1,95; PX2,95; PX3,93-4; PX4,94;PX 5,95 PX6,993-4, PX 7,94, PX8,93;
PX9,98; PX10,94; PX 11,94, PX 12,99; PX 13,97, PX 14, 1 4; PX 15,96; PX 16,9 8;
PX 17,99 10-12; PX 23, 4 4; PX 29, Att. A, 1 14. The FTC’s undercover call revealed that as of
February, consumers still pay for an analysis, but WPM no longer calls it a GIRA and the cost is

now between $675 and $1,695, depending on the product and amount of research. WPM charged
the investigator a $500 “discounted price.” PX 30, § 38.

19px 1,95 PX3,93; PX4,94; PX 5,95 PX6,93; PX 7,94, PX8,93;PX9,8 PX 12,
99; PX 13,9 8; PX 16, § 8; PX 30, 1 34.
20 pX 20,9 7.
20pX 1,95; PX 2,95; PX3,94; PX 4,98 PX5,95 PX6,94;PX7, 74, PX38, 3, PX9,
P

€10, 12; PX 10,9 4; PX 10,9 4; PX 12,9 10-11; PX 13, 10; PX 16,9 9; PX 17,99 12, 14;
(continued)
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and an “lvy League” or other research stu(:ly.22 The analysis is often supposedly performed by
“researchers” from well-known universities such as Harvard, Baylor, and MIT.* This analysis
invariably suggests the idea is suitable for patenting.24 The GIRA or similar analysis usually also
assigns a “score” to the consumer’s idea, and WPM sales agents tell consumers that their
invention scored well and that their idea is marketable.”

Some consumers reported that WPM’s search yielded no relevant prior art, but after
paying thousands more to WPM for invention-promotion services, the United States Patent and
Trademark Office (“PTO”) rejected their patent applications, informing them that it had found
previously-issued patents for products similar to their inventions in its own search.’* WPM
salespeople tell many consumers that they can make millions, and their products will be sold in
big-box stores, such as Walmart and Lowes.?” Based on WPM’s many misrepresentations, scores

of hopeful inventors decided to spend tens of thousands of dollars each for WPM’s services.™®

PX 29, Att. A, § 15. The American Inventors Protection Act of 1999 requires invention promoters
to make certain written disclosures prior to contracting with consumers, including “the number
of customers known by the invention promoter to have received a net financial profit as a direct
result of the invention promotion services provided by such invention promoter.” See 35 U.S.C.

§ 297. WPM does not appear to comply with this law; but its initial agreement for the analysis
states: “Over the past five years, World Patent Marketing has not contracted with any customers
or evaluated any inventions for commercial potential. We do not promote inventions.” This is
patently false. See e.g. PX 1, p. 80; PX 13, Att. A, p. 1331; PX 25, Att. F, p. 2219; see Part LA.3.

2 px 1, Att. A, pp. 5-62; PX 2,9 5, Att. A, pp. 102-116; PX 3, § 3; PX 4, 14, Att. B, pp. 233-
322; PX 5,9 5, Att. A, pp. 479-486; PX 6, 4, Att. A, pp. 538-596; PX 7, 9 4, Att. A, pp. 691-
728; PX 9, Att. C, pp. 899-956; PX 11, 9 5, Att. C, pp. 1069-1126; PX 13,9 10, Att. C, pp. 1335-
1443; PX 14, 9 5, Att. B, pp. 1490-1540; PX 14, 4 8, Att. C, pp. 1657-1737; PX 16,9 9, Att. A,
pp. 1778- 1783. Some of this data is readily available on the Internet. PX 16, §10; PX 21, 9 3-6.

B pX 1, Att. A, pp. 58-62; PX 4, Att. B, pp. 318-322; PX 5,9 5, Att. A, pp. 479-486; PX 6, 9 4,
Att. A, pp. 565-572; PX 7,9 4, Att. A, pp. 699-705; PX 9, Att. C, pp. 926-933; PX 10, 4;
PX 11, Att. C, pp. 1098-1102; PX 12,9 22; PX 14, 1 5, Att. B, pp. 1517-1521; PX 16, 1 9, Att. A,
pp. 1782-1783. Several consumers have tried to confirm that researchers from these universities

performed the analysis, but were unable to find anyone who could verify the existence of a
relationship with WPM. PX 6, 9 29; PX 9, 912; PX 16, § 13 Att. B, pp. 1784-85.

2#PpX 1,95, PX 2,95, PX5,95,Att. A, p. 486; PX 6,94, PX 7,9 5; PX 9,12, PX 11,95.A
patent practitioner who formerly worked for WPM found that many of the patent applications
she worked on for WPM were for inventions that were not patentable despite the findings in the
feasibility analysis. PX 30, § 78(%).

25 pX 1,99 5-6; PX 3,9 5; PX 4, 9 8; PX 5,9 5; PX 6,94; PX 7,95 PX 9,9 12; PX 11, 1 5;
PX 12,9 11; PX 14,9 5; PX 16,9 9; PX 17, 91 14-15; PX 23,9 4.

26pX 1,995, 13; PX 5,9 5; PX 9, 17 62-65, 80-81; PX 17, § 65-67; see also PX 30, § 74, Att.
EE, p. 2976, Att. FE, p. 2984, Att. GG, p. 3003, Att. I, p. 3026. A WPM sales agent told the
FTC’s investigator that WPM performs a “complete and thorough patent search,” and the analyst
will “look through 110 million different patents.” PX 30, § 41.

27pX 1,96; PX 4,998, 12, 16; PX 5,955, PX 6, Y 5-6, 14, PX 7, 1 4, PX 7,96, PX8,95;
PX 9,99 10, 18, 81; PX 10,994, 8, PX 11,17, PX 15, 99 10, 12 (advising consumer’s boyfriend
to quit his job and give consumer the retirement money to pay WPM because they will make
(continued)
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3. Purported Invention-Promotion Services

Once WPM convinces consumers their ideas are patentable and marketable, the
salespeople inform them that prices for WPM’s service “packages” range from $7,995 to $64,995
for various domestic and international patent applications.29 Defendants pressure consumers to
move quickly to secure patents on their great ideas—sometimes telling consumers that they
would like to showcase the invention at an upcoming trade show. 3% Defendants often falsely tell
consumers this is the only fee they will have to pay going forward, and that Defendants have
never failed to obtain a patent for a consumer.’! As a result, many consumers spend thousands of
dollars for WPM’s invention-promotion services.>

WPM often pressures consumers into purchasing the pricey “Global Patent Application,”
claiming that their “global patents” will be valid in the U.S. and abroad (typically 147 countries)
without paying any additional fees.>> However, according to the PTO, there is no such thing as a

“global patent.”** An inventor must request and pay for a patent in each country; a fact not

millions; and he did); PX 16, 9 17; PX 17, 9 52, 54. A WPM sales agent told the FTC’s
investigator the CEO of this company is like the Mark Zuckerberg of the Industry, and this is a
billion dollar company. He said WPM would not just disappear like other patent promotion
companies. PX 30, 42.

28 pX 26, 99 12-13, 15, 18-21. Sales agents also tell consumers that inventors receive 90% of
the royalties and WPM receives 10%. PX 1, §20; PX 8,9 7; PX 10,911, PX 13,9 13; PX 17,
916, PX23,98.

29pX 1,97, Att. B, p. 77, 86; PX 2,99 7, 9, Att. B. p. 130; PX 3, 99, Att. E, p. 188-189; PX 4,
9 7-9, Att. C, p. 336-337; PX 5,9 6, Att. C, p. 501; PX 6, 6, Att. B, p. 597; PX 8, 9 6, Att. B, p.
597; PX 10, § 10, Att. A, p. 1050; PX 13, 9 12, Att. D, pp. 1457-1458; PX 14, 6, Att. C, p.
1542; PX 16, 9 15, Att. C, pp. 1800-01; PX 17, Att. C, p. 1926.

30 pX 4,996, 16; PX 6, 19 3-6; PX 10, 10; PX 15,9 13, PX 16,9 18; PX 17, 6.

31pX 1,99 7-8, Att. B, p. 87; PX 2,9 7, PX 5,9 6; PX 6,96, PX 11, 9, PX 7,9 6, PX 8,9 23;
PX 10,9 11; PX 11,999, 11; PX 14, 1 6; PX 16, 9 16; PX 17, | 18, 23. WPM’s contract also
states, in capital letters: “The inventor will not be held responsible for any additional expenses
incurred or assessed by World Patent Marketing, other than those defined within the scope of this
agreement.” See, e.g., PX 1, Att. B, p. 87; PX 12, Att. D, p. 1246.

32 See supra note 28.

BPX 1,996-7; PX 2,97; PX 4,99; PX9,914; PX 16, 99 15-16, 22; PX 17, § 16. Sales
agents also convince consumers to pay for “global protection” by telling them that WPM has an
exclusive manufacturing plant in China, and in order for WPM to manufacture the product there,
consumers must pay for global protection. PX 4, 9 9. It does not appear from WPM’s bank
accounts or Cooper’s incorporated companies that Defendants own their own manufacturing
plant in China. PX 30, § 73(a); see also PX 29, Att. A, Y 16-17.

3 PX 20, 99 14-17. There is a Patent Cooperation Treaty (“PCT”) application (this patent
application is part of Defendants’ “global package™), which allows the filer to file one application
as a placeholder for separate applications in each PCT signatory country. However, inventors
then have thirty months to request and pay for a patent in each country. PX 20, § 16.
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disclosed to consumers until well after they have paid tens of thousands of dollars-—and not
typically disclosed by WPM.*

The sales agents sell WPM as a one-stop shop for inventors.® When consumers are
deciding on their patent package, they receive a packet of materials entitled WPM’s 10-Point
Patent Protection & Publicity Commitment (“PPPC”).3 ” These materials include a list of patent
packages, a contract,”® and a description of WPM’s services, including patent protection, trade
shows, invention rendering, 3D virtual models, invention brochures, “media department™ press
releases, personal product web pages, Internet television commercials, international “invention
roundtables,” and a “personal licensing agent.”*® Sales agents often tell consumers that their
payment includes manufacturing their invention; some tell consumers about WPM’s purported
exclusive plant in China.*® While these sales agents focus consumers on becoming “patent
pending” (when the application is filed), they also work to convince consumers they will start

receiving third-party licensing deals or manufacturing deals once that happens.41

3 PX 1,9 14; PX 4, PX 4, 19 40-41; PX 8,9 23; PX 16, 1 22, 26; PX 17, 1 82-85; PX 20,
19 15-16. A former patent agent for WPM said that, after leaving WPM, she still worked on the
applications she filed while at WPM. At that point, she dealt directly with the customers. She
often had to explain to consumers (now long after they filed their original applications) that they

had to pay a fee for each country from which they wanted to receive a patent, after they had paid
WPM a fee that they believed covered them internationally. PX 30, 9 78(0).

¥PpX 7,97, PX9,98.

Y pX 1,910; PX 2,9 8; PX 4,9 15; PX 5,9 6; PX 8,97 6-7; PX 11,9 6; PX 12,9 19; PX 13,
€ 13; PX 14, Att. C, pp.1552-1564; PX 15,9 13; PX 16, 14.

¥ PX 1,910, Att. B, pp. 87-95; PX 2, 4 8, Att. B, pp. 132-139; PX 4, ] 16, Att. C, pp. 346-353;
PX 5,9 6, Att. C, pp. 500-508; PX 6, Att. B, pp. 600-606; PX 8, Att. B, pp. 799-813; PX 9,
Att. D, pp. 958-964; PX 11, 4 6, Att. D, pp. 1143-49; PX 12, Att. D, pp. 1246-1252; PX 13,9 13,
Att. D, pp. 1467-1474; PX 14, Att. C, pp. 1545-1551; PX 16, § 14, Att. C, pp. 1809-1816; PX 17,
Att. C, pp. 1928-1934. WPM’s contract contains an inconspicuous provision entitled
“Registration” that states: “When a registration number is issued by the US Patent and
Trademark Office pursuant to U.S. 35 U.S.C. 1 1 et seq the transaction is complete and WPM
has fulfilled its obligation under this agreement.” See, e.g. PX 1, Att. B, p. 87; PX 11, Att. D,
p. 1143. Not only does this provision contradict WPM’s marketing materials and other
representations, it is nonsensical because the registration number that supposedly satisfies
WPM’s obligations relates to a trademark application—not a patent application. PX 20, § 3.
Despite this, Defendants use this provision as evidence of product fulfillment when disputing
customers’ chargebacks. Cooper even told one processor that the consumer is “clearly trying to
commit credit card fraud.” PX 30, 9§ 72(b), Att. BB, p. 2937.

¥ PX 1,910, Att. B, pp. 63-75; PX 2, 9 8, Att. B, pp. 117-129; PX 4, 1 15, Att. C, pp. 323-335;
PX 5,96, Att. B, p. 487-499; PX 8, Att. B, pp. 786-798; PX 9, Att. D, pp. 957, Att. F, 966-978;
PX 11,96, Att. D, pp. 1127-1140; PX 12, Att. D, pp. 1231-1244; PX 13,1 13, Att. D, pp. 1444-
1456 . PX 15,9 13, Att. D, pp. 1738-1750; PX 16, 9 10, Att. C, pp. 1787-1799; PX 16, ] 14, Att.
C, pp. 1800-01.

“0pX 2,9 7; PX 4, 99 9-10; PX 5,9 12, 16; PX 9, § 15; PX 29, Att. A, ] 16.
4 pX 2, 97, PX 4,974, 16; PX 6,9 6; PX 16,27,
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In fact, WPM even convinces some consumers unable to afford the pricey packages to
agree to a delayed payment method, in which consumers pay one amount with the promise that
they will pay the balance once they start making money from lucrative licensing deals.*” The
evidence shows that, ultimately, these consumers do not end up with lucrative licensing deals or
any return on their investment.** Yet they receive invoices from WPM seeking the balance of the
package they purchased and some receive emails threatening collection proceedings.44

4. Patent Process

After consumers have spent thousands of dollars, the sham operation moves over to
WPM’s “legal department” to submit patent applications.45 WPM retains contract patent
practitioners who file and deal directly with PTO.*® PTO’s procedures require it to deal only with
the actual filer—here, the contracted patent practitioner who has the inventor’s power of
attorney.*’ As such, consumers rarely—if ever—engage with PTO, or even with the practitioners
filing on their behalf. 8 WPM retains control over all customer communications.

WPM almost always files the patent applications, but consumers rarely receive a
patent.* Typically, WPM files a deficient application, sometimes a type of application not
consented to by the consumer; >’ the PTO rejects the application; WPM fails to make changes, or
makes changes that are still deficient; and the PTO either rejects the application®' or considers it

abandoned.’? Consumers are typically unable to find out anything about their applications from

2 PpX2,99;PX7,96; PX 12,99 17-18.
+ PX 2,9 29; PX 7, 91 38-40; PX 12, 99 31-32, 35-36.
“PX 2,928; PX 7, 97 41, 44-45; PX 12, 99 39-42.

$pX 1,912; PX2,921; PX 4,917; PX 5,9 8; PX 7,99; PX8,98; PX 10,9 12; PX 16,9 26;
PX 17,9 30; PX 23,9 10.

46 pX 19, 99 5-6; PX 2, 1 22-23, 26-27; PX 9,9 77; PX 15, 9 24.
4pX 19, 9 6; PX 20,9 19; PX 4, 17; PX 9, 99 23-24.
“pX 2,921; PX 6, 21; PX 8,98, 24; PX 19, § 6; PX 20, 19 20-21; PX 30, § 78(c)-(¢).

9 pX 1,918, 23; PX 4, 19 40-42; PX 5,9 51; PX 6,  28; PX 7, 9 36; PX 19, Att. B, pp. 2111-
2112; PX 8, 99 34-36; PX 9, 9 76; PX 10, § 27; PX 11, 99 19, 22-26; PX 15, 9 33.

SOPX 1,9 13; PX 4, 9720, 24, 31; PX 5, 99 28, 53; PX 6, § 14-15, 21, 23; PX 7, 1 10, 36;
PX 8, 998, 36; PX 11, 9 14; PX 12, 1 26; PX 23, § 12. The application typically is deficient
owing to WPM’s minimal effort and shoddy work. PX 30, § 78(g).

S1pX 30, 9 78(f). If a patent application is rejected, the PTO sends it back in an “office action.”
The patent filer then must submit the necessary changes within a few months. If the filer does not
sufficiently respond, then the patent application is deemed abandoned. PX 20, 1 23-24.

52 pX 1,99 13, 18; PX 4, 140; PX 5,9 53; PX 9,91 76, 78, PX 14, 99 12-21; PX 16, 11 29-31;
PX 17, 99 73, 81-82, 95, 98; PX 19, Att. B, p. 2111-12; PX 23, PX 23, 9 18-19; PX 30, ] 78(D-(2), (-
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the PTO because it communicates only with the filer—the patent agent.” This means that
consumers often wait a year or more before they realize the status of their patents or that they are
not actually “patent pending,” as WPM had told them.>*

Consumers almost universally have difficulty reaching the legal department at WPM, or
any WPM representative, to ask questions or discuss the status of their inventions once they have
paid tens of thousands of dollars.” Many consumers found out about the status of their patent
applications from the PTO’s Office of Enroliment and Discipline—when a staff attorney there
reached out to consumers when he started investigating unethical conduct by one of WPM’s
patent practitioners. %6

5. The Final Result

During the typically years-long process with WPM, consumers do receive some low-
grade marketing materials for their invention ideas, including brochures, press releases posted
online through a web service, infographics, banner designs, and the like.”” However, these
marketing items serve only to string consumers along and keep them hooked, cautiously
optimistic, and not complaining—they do not actually help consumers monetize their ideas.”®

Some consumers receive agreements to sign between them and the “Cooper Idea
Foundation.” WPM tells consumers that WPM communicates with potential licensees and sends
them marketing materials in order to find a licensing deal for the consumer. Consumers do not
receive such licensing deals; in fact, some consumers tried to reach out to the potential licensees

only to be told that they had never heard of the consumers’ invention.”

¥ PX 19, 9 6; PX 20, 79 18-24.
54PpX 4,99 17, 23, 36, 40-42; PX 5,99, 28; PX 6, 9 7, 21; PX 7, 1§ 12, 36; PX 17, 1 64-66.

SSPX 1,99 11, 16-17, 19; PX 2,99 16-17, 21, 25; PX 4, 1920, 23; PX 5,9 27, 41; PX 6, 9 25;
PX 7,999, 14, 17; PX 8, §99-10, 21, 31; PX 9, 20, 28, 39; PX 10, 94 12, 17; PX 12, 923, 29;
PX 13,9 15, 21; PX 15, 9 17, 20, 22, 25; PX 16, 929; PX 17, 9 33-34; 59, 73-5, 85; PX 23,9 9.

56 pX 2,9 26; PX 4, § 40; PX 5,928, 42; PX 6,921; PX 9, § 76, PX 11, ] 14, PX 19, 9 6. The
PTO’s investigation focuses on alleged violations of the PTO’s Rules of Professional Conduct by
a former WPM employee. PX 19, § 5.

STPX 1,9 19; PX 2, 929; PX 4,9 42; PX 5, 9 60; PX 6, 99 22, 26, Att. L, pp. 632-682; PX 7,
€ 8,22; PX 8,7 15; PX 9, 1Y 35-36, 40-43; PX 10, 1 27; PX 13, 26; PX 14, {{ 8-11; PX 15,
19 28, 30, 32; PX 16, 9 34. PRWeb publishes its press releases on the web. PX 27, 9 18.

58 WPM also periodically sends consumers updates to create the impression that WPM is
fulfilling its promises. Consumers who have not heard from Defendants in months may receive
emails about a purported “product launch™ or new licensing opportunities. PX 2, 1 21, 24, 27,
PX 3, 9 43; PX 4,  44; PX 5, 19 57-59; PX 6, 9 17, 25-26, 32; PX 7, 4 14-16, 18-40; PX 10,
€ 19-25; PX 12, §9 37-38; PX 16, 99 35, 37, 40; PX 17, 11 88-89, 93.

39 PX 4,9 44; PX 5,9 13, 60; PX 6,99 26, 28, Att. K, pp. 621-631; PX 7, 9928, 32-34; PX 8, 16-
17,19, 33: PX 10,9 16, Att. B, pp. 1051-1054; PX 17, 94 40-41; PX 23, PX 23,1 16, 16, 20.
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Once consumers start pressing WPM about fulfilling its promises related to licensing,
Defendants—oftentimes Scott Cooper himself—sometimes offer inventors a sham “licensing
deal” with WPM or its related companies. Even then, WPM fails to deliver on its promise.(’0
When consumers press WPM about manufacturing and development, Defendants, including
Cooper, tell them that to move forward, they must pay tens of thousands of dollars more.®' Some
do and still receive nothing.®* One consumer, Betty Forsythe, received one pair of her blue jeans
invention, and was strung along by receiving emails from the “manufacturing plant” in China
saying that her jeans would be ready “soon.” After months of pressing WPM, a WPM executive
finally told her that the jeans were ready, but she had to send an additional $38,000 by the
following day to receive them. She was already paying over $900 per month to pay back the
loans she had taken out to give WPM nearly $35,000. She had no more money to send, and
WPM refused to send her the jeans—if they even existed at all.®

Many consumers give up when they cannot reach anyone at WPM and they find out,
either through the PTO or through WPM’s various patent practitioner contractors, that their
patent applications are dead.®* These consumers are left with virtually nothing—except, in some
cases, massive loans to repay, or lost life savings or inheritances. **

B. WPM'’s Threats and Intimidation Tactics

Understandably, consumers become frustrated and complain to WPM when it becomes
clear that the company will not fulfill its promises; many threaten to report WPM’s actions to the

Better Business Bureau (“BBB”), offices of state attorneys general, the FTC, and other consumer

60 The sham licensing deals provide that only 4.5 or 5.5% of the royalties will go to the
consumer. Consumers do not actually make money through these licensing agreements; they are
simply another means for WPM to string consumers along. PX 5, 19 11-12, 60; PX 7, 99 18, 24,
38-9,43; PX 10, 9 19, Att. C., pp. 1055-1059; PX 17, 99 48, 52, 100 Att. L, pp. 1968-1972
(Cooper acknowledged that they were not actually for manufacturing, but for press).

61 pX 1,9 20; PX 5, 9 18-19, 47-50; PX 7, 99 19-21; PX 10, 7 18; PX 16, 1 33; PX 17, 99 57-58.
2 pX 5,99 18-19, 60-61.

63 PX 5, 99 24-27, 30-41, 45-50, 54-61. She continues to pay back her loans and has not
recouped any of the money she gave WPM. Forsythe asked Cooper for a refund if he could not
continue to work with her. Instead, he sent her a threatening email (see infra note 69). PX 5, 52,
Att. M, p. 527-529. Meanwhile, the undercover FTC investigator received an email marketing
Ms. Forsythe’s invention as a success in February 2017. PX 30, § 60, Att. Q, pp. 2884-2885.

6 PX 1,9 23; PX 4, 9 40-45; PX 5, 99 53, 59-60; PX 6, 9 21; PX 7, 17 37-40; PX 8, 91 30, 34-
36; PX 9, 954, 60, 70-74, 76, 83.

6 pX 2, 20; PX 3, 99 40, 46; PX 4,994, 12, 14 (Consumer Carlson was told to mortgage her
house or ask investors for money even though she told the sales agent she was broke with six
children. Carlson paid WPM $35,000 and has nothing of substance or value to show for it. WPM
abandoned two of her patents; the third—the PCT—is waiting for her to pay additional fees that
she does not have.); PX 5, § 61; PX 6,9 33; PX 8, 19 30, 34-36; PX 9, 41 78-79, §4; PX 10, { 27,
PX 13,9 26; PX 15, 1 34; PX 16, 1 40-44, 46; PX 17, § 100; PX 23, § 23; PX 29, Att. A, 9 20.
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agencies.66 In response, Defendants, and in some instances, their lawyers, intimidate and threaten
consumers into refraining from complaining or affirmatively retracting complaints.®” In
September 2014, a BBB representative told Cooper to stop telling consumers that they would not
receive a refund if they complained to the BBB.®

In more than one instance, Cooper’s lawyers threatened consumers with federal extortion
charges and jail time in response to BBB complaints.® For example, one consumer asked for a
refund before any work was done on her invention and she mentioned filing a complaint with the
BBB. Cooper’s lawyer sent her a letter stating that her conduct was “illegal” and she was subject
to fines or imprisonment, or both. He told her “you have proceeded far beyond what the law
defines as free speech and, instead, have engaged in an unlawful and intentional interruption of
World Patent Marketing’s business ... World Patent Marketing hereby demands that you
immediately cease and desist from making threats to defame it or illegally publish such
statements to the Better Business Bureau.” After months of trying to receive a refund or services,
she filed a complaint with the BBB. She received a letter from a second lawyer who told her that
seeking a refund constitutes extortion under Florida law and, “since you used email to make your
threats, you would be subject to a federal extortion charge, which carries a term of imprisonment
of up to two years and potential criminal fines. See 18 U.S.C. q 875(d).”"°

Augmenting such threats, Cooper sends out automated emails to all WPM customers with
links to his blog, which features posts about his security detail comprised of ex-Israeli soldiers
who “knockout first and ask questions later,” his hand in having an ex-employee arrested on
extortion charges, and a warning to “‘say a bad word about him and watch his legal team take

action”—*[h]e takes it all personally and keeps grudges filed away.”’" In response to these and

6 pX 1,9 21; PX 6, §919-20; PX 11, Att. J, pp. 1168-69; PX 3,9 20, 33; PX 4, Att. G, pp. 457-
458: PX 6,9 19; PX 11, 9 16-17.

67 pX 1,9 21; PX 3, 1 23, 28-29, 34-37; PX 6, 1919-20; PX 11, Att. J, pp. 1168-69; PX 4,
939, Att. H, p. 459; PX 5, 9 52; PX 6, 9 19-20, Att. G., p. 614, Att. H, p. 615; PX 11, ] 18, Att.

J, 1168-1169. According to a former employee, Cooper would “take care of any Better Business
Bureau complaint[] to keep WPM’s image clean.” PX 29, Att. A, 118.

68 pX 25, 9 8, Att. A, pp. 2149-2152.

69 pX 3,49 23, 37, Att. J, pp. 201-202, Att. Q, pp. 210-211; PX 5, 52, Att. M, p. 527-529;
PX 11,9 18, Att. J, 1168-1169.

70 pX 3,99 14, 19-38, Att. J, p. 201-202, Att. Q, pp. 210-211.

7UpX 27, 94 41-42, Atts. EE-FF, pp. 2752-2779; PX 5, Att. M, pp. 527-529 (After Ms. Forsythe
complained to Cooper, Cooper sent her an email telling her: “Sometimes we even have to put
people in jail for trying to blackmail me.... I can make them go away very easily but [ don’t
succumb to blackmail. Each of them will lose and end up paying WPM legal expenses and
having their own legal trouble when I am through with them.” At the end of the email, Cooper
attached a link and a blurb about having an ex-employee arrested.).

11
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other communications, many consumers have reported that they are fearful of Scott Cooper and
the repercussions if they complain.”

To make matters worse for consumers, as of September 2016, WPM has added to its form
consumer contract a “Confidentiality and Nondisparagement™ clause stating, in part:

The Client and WPM shall refrain from making or causing to be
made, publishing, ratifying or endorsing any and all disparaging,
negative, or other similar statements concerning either of them to
any third party, including but not limited to individuals, entities,
internet websites, blogs, publications, postings, emails, and any
social media, such as Facebook, Twitter, blogs and wikis.”

C. Defendants

Individual Defendant Scott Cooper is the leader of the scheme. Since 2014, he has
operated the fraudulent business through two closely-held corporations.

1. Corporate Defendants

Desa Industries, Inc. (“Desa’™) was incorporated in Delaware in 2010. It registered to do
business in Florida in February 2014 and in New York in April 2014. Its principal place of
business is in Miami Beach, Florida, but it also maintains an address in New York that is actually
a mailbox center called Earth Class Mail.”*

World Patent Marketing, Inc. is a Florida corporation with its principal place of
business in Miami, Florida. Scott Cooper founded the company in 2014.7 Until early February
2017, Defendants operated out of offices at 1680 Meridian Ave., Suite 600, Miami Beach,
Florida 33139.7° That address has now vanished from Defendants’ websites, replaced by a

mailbox in Miami located in another Earth Class Mail center.”’ Defendants’ new physical

2pX 3,933; PX 4,939; PX 6,9 19; PX 7,9 37; PX 9, 1 79. Indeed, there may be
repercussions. In August 2015, the Corporate Defendants sued a company called Global
Resource Broker for, among other things, posting negative reviews about WPM on its website.
See Desa Industries, Inc. d/b/a World Patent Marketing v. Assaf, No. 15-cv-23199 (S.D. Fla.
Aug. 26, 2015), available at PX 30, 80, Att. QQ, pp. 3131-3147. The website in question
describes invention-promotion scams generally, but reviewed WPM in particular. One post
refuted a WPM press release that stated: “World Patent Marketing, a leading patent authority in
the world, recently announced to have teamed up with some of the most brilliant researchers
from Harvard and MIT.” The post, quoting a representative of MIT, states that WPM’s press
release is completely false and unsubstantiated. PX 30, Y 81-82, Atts. RR-SS, pp. 3148-3158.

3pX 19, 9 7, Att. A, pp. 2105-2109; PX 25, 9 18, Att. H, p. 2227. This provision would violate
the recently-enacted Consumer Review Fairness Act, 15 U.S.C. § 45b; but the Act’s provision
barring such contracts does not take effect until March 14, 2017, and the Act’s provision
allowing the FTC to enforce the Act does not take effect until December 14, 2017.

" PX 30, 99 61-63.
5 PX 30, 9 64.
" PX 30,9 75.
T PX 30, g9 75-76.
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address appears to be 2940 North Lincoln Ave., 2™ Floor, Chicago, Illinois 60657.

The Corporate Defendants have operated as a common enterprise’® by, among other
things, sharing ownership, office space, marketing materials,”’ phone and fax numbers,*® and
contracts.®' The Corporate Defendants have completely commingled funds, to the extent that
WPM does not have its own bank accounts; rather, Desa owns accounts titled “Desa Industries
D/B/A World Patent Marketing.”** The Corporate Defendants operate for a common purpose:
executing the scam at issue here.

2. Individual Defendant

Scott Cooper is the CEO and founder of the Corporate Defendants.® He has authority to
control them, manage their bank accounts,> and sign documents on their behalf. Scott Cooper is
the signatory on multiple bank accounts for Desa, d/b/a WPM, listing himself as President.*” He
is also listed on the merchant account applications with several processors, and is the main
contact for chargebacks. For example, he is listed on the application with TSYS Merchant
Solutions for Desa, d/b/a WPM, *® and he corresponded with the processor when it shut down his

account for excessive chargebacks.®” Cooper paid for WPM’s business expenses, including

78 In determining whether a common enterprise exists, courts consider various factors,
including whether the corporations: (1) maintain officers and employees in common, (2) operate
under common control, (3) share offices, (4) commingle funds, and (5) share advertising and
marketing.” FTC v. Wash. Data Res., 856 F. Supp. 2d 1247, 1271 (M.D. Fla. 2012) (citations
omitted); see also FTC v. Lanier Law, LLC, No. 3:14-cv-786, 2016 U.S. Dist. Lexis 88099, at
#7778 (M.D. Fla. July 7, 2016) (citing Wash. Data Res. and FTC v. Direct Benefits Group, No.
6:11-cv-1186, 2013 U.S. Dist. Lexis 100593, at *53 (M.D. Fla. July 18, 2013)). “Courts also
consider ... whether there is “evidence which reveals that no real distinction existed between the
[cJorporate [d]efendants.” Lanier Law, 2016 U.S. Dist. Lexis 83099, at *77 (quoting Direct
Benefits, 2013 U.S. Dist. Lexis 100593 at *18). Determining whether defendants operate as a
common enterprise is not an alter ego analysis; rather, “[t]he entities formally may be separate
corporations, but operate as a common enterprise.” Direct Bencfits, 2013 U.S. Dist. Lexis
100593, at *54.

7 PX 30, 99 64, 75-77.
80 pX 30, § 71 (a)-(e).

8! Consumers’ contracts with WPM list the contracting company as “Desa Industries, Inc.
D/B/A World Patent Marketing.” See, e.g., PX 9, Att. D, p. 958; PX 13, Att. D, p. 1467; PX 17,
Att. C, p. 1928.

52 pX 26, 9 10; PX 30, 9 72(a).
8 PX 30, 9 61-64.

84 As stated supra, note 80 and accompanying text, WPM does not have its own bank accounts.
Defendant Cooper is the signatory on Desa’s bank accounts. PX 30, 41 72 (a)-(c), 73.

55 PX 30, 99 72 (a)-(c), 73.
8 pX 30, 99 72 (a).
87 pX 30, 919 72 (b)-(c).
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privacy protected domain registrations and other domains associated with WPM, as well as
vendors for patent services, and he is the named subscriber for WPM’s phone numbers.*® Cooper
has interacted with the Better Business Bureau about consumer complaints and has corresponded
with consumers about the patent services offered, complaints, and refunds.®® According to a
former business partner, Cooper is intimately involved in the day-to-day operations of WPM.*
Defendant Cooper has been involved in what appear to be numerous money-making
schemes, though the FTC is not aware that any has been the subject of law enforcement action.
In the past fifteen years, he has created over a dozen corporations.’’ Consumer complaints to
Better Business Bureaus, state attorneys general, and the FTC reveal a pattern of unauthorized
charges and promising consumers goods for money but failing to deliver on those promises once
the consumers had paid.”* Cooper’s previous companies have been involved in selling mortgages
and debt relief, online auctions, and debt collection and rent to own services.”
D. Consumer Injury
The FTC has received at least 130 complaints from consumers victimized by the WPM scam,
from multiple sources.” The average consumer loss reported in those complaints was approximately
$9,683.81.% Many lost $10,000 or more, and one lost over $50,000.°° Based on a review of bank
records, payment processor statements, and credit card records, the FTC conservatively estimates that
Defendants have defrauded consumers of more than $10.4 million since 2014.”

¥ PX 30, 99 70-71.

89 pX 30, 969 (e).

% pX 30, 9 79(d), Att. 00, p. 3113-3114, lines 16-22.
91 PX 30, 9 68, Att. Y, pp. 2928-2929.

2 PX 30, 9 69 (d).

2 Id.

% PX 30, 4 69. The New York BBB (“NY BBB”) received complaints about Defendants from
2014-2016. However, upon learning that Defendants were in Miami, NY BBB transferred the
file, containing 63 complaints, to the Southeast Florida BBB (*SEFL BBB”) on September 29,
2016. PX 24, § 10. The SEFL BBB has received 25 complaints since then, and has received three
complaints since February 17, 2017. PX 24, 9 9-10; PX 25, § 21-22.

% PX 30, 1 69(a).
% pX 30, 9 69(a).

97 PX 26, 9 21. Defendants’ accountants submitted a letter to the SEFL BBB for accreditation
purposes and represented that the Defendants’ revenue for 2015 alone was $52,378.415. PX 25,
914, Att. D, p. 2205.
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IL. Argument

A. This Court Has the Authority to Grant the Requested Relief

Section 13(b) of the FTC Act, 15 U.S.C. § 53(b), authorizes the FTC to seek, and this
Court to grant, preliminary and permanent injunctive relief enjoining violations of Section 5 of
the FTC Act, as well as “any ancillary relief necessary to accomplish complete justice.” FTC v.
USA Fin., LLC, 415 F. App’x 970, 976 (11th Cir. 2011) (quoting FTC v. U.S. Oil & Gas Corp.,
748 F.2d 1431, 1432 (11th Cir. 1984) (per curiam)). The Court may also enter a temporary
restraining order or other preliminary relief to preserve the possibility of providing effective final
relief. Id.; FTC v. Gem Merch. Corp., 87 F.3d 466, 468-69 (11th Cir. 1996); U.S. Cil & Gas, 748
F.2d at 1434. Such ancillary relief is broad and may include an asset freeze to preserve assets for
restitution to victims, the appointment of a receiver, immediate access to business premises, and
expedited discovery—all forms of relief that courts in this District have granted in other cases
filed by the FTC.*®

B. The Evidence Justifies Entry of a Temporary Restraining Order and a
Preliminary Injunction

In considering a TRO or preliminary injunction under Section 13(b), this Court must:
(1) determine the likelihood that the FTC will ultimately succeed on the merits; and (2) balance
the equities. FTC v. IAB Mktg. Assocs., LP, 746 F.3d 1228, 1232 (11th Cir. 2014); FTC v. Univ.
Health, Inc., 938 F.2d 1206, 1217 (11th Cir. 1991). The FTC, unlike private litigants, need not
prove irreparable injury, which is presumed. Univ. Health, 938 F. 2d at 1218. In balancing the
equities, “the public interest should receive greater weight” than any private interest. FTC v.
World Wide Factors, Ltd., 882 F.2d 344, 347 (9th Cir. 1989); FTC v. World Travel Vacation
Brokers, Inc., 861 F.2d 1020, 1029 (7th Cir. 1988); FTC v. USA Beverages, Inc., No. 05-cv-
61682, 2005 WL 5654219, at *8 (S.D. Fla. Dec. 6, 2005); see also FTC v. Mallett, 818 F. Supp.
2d 142, 149 (D.D.C. 2011) (“The public interest in ensuring the enforcement of federal consumer
protection law is strong.”). As demonstrated below, the evidence in this case satisfies this two-

part test and warrants the issuance of a temporary restraining order against Defendants.

% See, e.g., FTC v. Centro Natural Corp., No. 14-cv-23879 (S.D. Fla. Oct. 21, 2014)
(Altonaga, J.) (entering ex parte TRO granting asset freeze, immediate access, expedited
discovery and appointing receiver); FTC v. Partners in Health Care Ass’n, No. 14-cv-23109,
(S.D. Fla. Aug. 25, 2014) (Scola, J.) (same); FTC v. FMC Counseling Services, Inc., No. 0:14-
cv-61545 (S.D. Fla. July 7, 2014) (Zloch, J.) (same); FTC v. Shopper Systems, LLC, No. 12-cv-
23919 (S.D. Fla. Oct. 31, 2012) (Cooke, J.) (same); FTC v. Prime Legal Plans LLC, No. 12-cv-
61872 (S.D. Fla. Sept. 24, 2012) (Scola, J.) (same); FTC v. IAB Mkig. Assocs., LP,No 12-CV-
61830-RNS (S.D. Fla. Sept. 19, 2012) (Scola, J.) (same); FTC v. VGC Corp. of Am., No. 11-cv-
21757 (S.D. Fla. May 17, 2011) (Martinez, J.) (same); F7C v. U.S. Mortg. Funding, Inc., No. 11-
cv-80155 (S.D. Fla. Feb. 20, 2011) (Cohn, 1) (same); FTC v. Timeshare Mega Media & Mktg.
Group, Inc., 10-cv-62000 (S.D. Fla. Oct. 20, 2010) (Zloch, J.) (same).
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1. The FTC Has Demonstrated a Likelihood of Success on the Merits
that Defendants Violated Section 5(a) of the FTC Act

The voluminous evidence attached to this Motion demonstrates that Defendants have
violated Section 5(a) of the FTC Act, 15 U.S.C. § 45(a), which prohibits unfair and deceptive
acts or practices in or affecting commerce.

a. Defendants Engage in Deceptive Acts and Practices

An act or practice is deceptive if it involves a misrepresentation or omission that is likely
to mislead consumers acting reasonably under the circumstances and that is material to
consumers’ decision to purchase. FTC v. People Credit First, LLC, 244 F. App’x 942, 944 (11th
Cir. 2011) (following FTC v. Tashman, 318 F.3d 1273, 1277 (11th Cir. 2003)); Wash. Data Res.,
856 F. Supp. 2d at 1272.

In determining whether a solicitation is likely to mislead consumers, courts consider the
overall “net impression” it creates. FTC v. RCA Credit Servs., LLC, 727 F. Supp. 2d 1320, 1329
(M.D. Fla. 2010) (citing FTC v. Stefanchik, 559 F.3d 924, 928 (9th Cir. 2009)). “A solicitation
may be likely to mislead by virtue of the net impression it creates even though the solicitation
also contains truthful disclosures.” Id. (quoting FTC v. Cyberspace.com, LLC, 453 F.3d 1196,
1200 (9th Cir. 2006)).

A misrepresentation is material if it involves facts that a reasonable person would
consider important in choosing a course of action. See Wash. Data Res., 856 F. Supp. 2d at 1272;
Cyberspace.com, 453 F.3d at 1201. “Express claims, or deliberately made implied claims, used
to induce the purchase of a particular product or service are presumed to be material.” FTC v.
Transnet Wireless Corp., 506 F. Supp. 2d 1247, 1266 (S.D. Fla. 2007) (Marra, 1.). Courts
presume that implied claims are material if there is evidence that the seller intended to make the
claims, see, e.g., Novartis Corp. v. FTC, 223 F.3d 783, 786-87 (D.C. Cir. 2000); Kraft, Inc. v.
FTC, 970 F.2d 311, 322 (7th Cir. 1992), or if the claims go to the heart of the solicitation or the
central characteristics of the product or service offered, see FTC v. Figgie Int’l, Inc., 994 F.2d
595, 604 (9th Cir. 1993) (there is no loophole for implied deceptive claims).

The FTC need not prove that the misrepresentations were made with an intent to defraud
or deceive, or were made in bad faith. F7C v. Freecom Commc 'ns, Inc., 401 F.3d 1192, 1202
(10th Cir. 2005). Nor does the FTC need to show actual reliance by consumers; it is enough that
the representations were likely to be relied on by consumers acting reasonably under the
circumstances. Transnet Wireless, 506 F. Supp. 2d at 1266-67; see also FTC v. BlueHippo
Funding, LLC, 762 F.3d 238, 244 (2d Cir. 2014) (collecting cases and noting that “[t]o require
proof of each individual consumer’s reliance on a defendant’s misrepresentations would be an
onerous task with the potential to frustrate the purpose of the FTC’s statutory mandate’);
McGregor v. Chierico, 206 F.3d 1378, 1388 (11th Cir. 2000). “[A] presumption of actual reliance
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arises once the FTC has proved that the [d]efendant made material misrepresentations, that they
were widely disseminated, and that consumers purchased the [d]efendant’s product.” Figgie Int’l,
994 F.2d at 605-06; accord McGregor, 206 F.3d at 1388.

The evidence cited in Part LA, above, demonstrates that Defendants’ business is
permeated with deception and that Defendants make constant misrepresentations to consumers.
Defendants’ marketing communicates to consumers that purchase of Defendants’ invention-
promotion services is likely to result in financial gain. In reality, virtually all of Defendants’
customers have lost their entire investment.’’ Defendants tell consumers “success stories,”
conveying that they have successfully marketed the invention ideas of many of their customers,
resulting in royalties or sales of those inventions. In reality, virtually none of Defendants’
customers has earned royalties or sales of their inventions thanks to WPM—including the
inventors whose specific “success” stories WPM highlights so prominently. 1% Defendants tell
consumers that if they buy one of Defendants’ “global” patent packages, they will receive a
globally-applicable patent. This is patently false. There is simply no such thing as a global patent
as Defendants describe it to consumers.'?' Defendants also tell consumers that Defendants have
regularly negotiated licensing and manufacturing agreements that have resulted in the
manufacture and sale of their customers’ inventions. Not so.'"* And finally, Defendants tell
consumers who buy Defendants’ invention-promotion services that they will not have to pay any
more money to receive Defendants’ promised services. Consumers routinely discover this is
false. When solicited for additional payments by Defendants themselves, third-party patent
agents to whom Defendants referred consumers, or international patent offices under the PCT
agreement, consumers learn for the first time that they will need to pay significantly more money
to receive the promised services. 103

These representations are all likely to mislead consumers acting reasonably under the
circumstances. Defendants go to great lengths to trick consumers into buying their invention-
promotion services. They provide just enough slickly-produced information to lead consumers
on, but tell outright lies about potential earnings, “success stories” and “positive reviews,”
“global patents,” licensing and manufacturing deals, and fees. As illustrated by the complaints
and declarations from defrauded consumers, Defendants’ misrepresentations give consumers the

net impression that Defendants will provide the promised services and results.

% See supra note 65 and accompanying text.

19 See supra notes 3-8, 65 and accompanying text.

101 See supra notes 33-35 and accompanying text.

192 See supra notes 40-41, 59-63 and accompanying text.

103 Spe e, PX 1,9 14; PX 4, 9 24; PX 16, 915, 22; supra note 63 and accompanying text.
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Defendants’ representations are also material. Their misrepresentations have induced
consumers to pay upwards of $50,000 for useless and largely non-existent services. It is difficult
to imagine any consumer who would purchase Defendants’ services had Defendants been candid
about the fact that their representations were false. Moreover, Defendants’ claims are presumed
to be material because they are express claims. Transnet Wireless, 506 F. Supp. 2d at 1267.'

b. Defendants Engage in Unfair Complaint-Suppression

An act or practice is unfair if it “causes or is likely to cause substantial injury to
consumers which is not reasonably avoidable by consumers themselves and not outweighed by
countervailing benefits to consumers or to competition.” 15 U.S.C. § 45(n); see, e.g., Orkin
Exterminating Co., Inc. v. FTC, 849 F.2d 1354, 1363-68 (11th Cir. 1988) (affirming FTC finding
that seller’s unilateral breach of over 200,000 contracts was unfair). A practice thar
“unreasonably creates or takes advantage of an obstacle to the free exercise of consumer
decisionmaking” is unfair. Unfairness Policy Statement, appended to In re Int’l Harvester Co.,
104 F.T.C. 949, 1074 (1984). This can include a seller’s use of threats, intimidation, and
contractual provisions to create such obstacles. See, e.g., Compl., FTC v. Roca Labs, Inc., et al.
No. 15-¢v-02231 (M.D. Fla. Sept. 24, 2015); Consumer Review Fairness Act, 15 U.S.C. § 45b
(barring non-disparagement clauses in form contracts when it takes effect later this year). 108

The evidence cited in Part 1. B, above, demonstrates that Defendants’ complaint
suppression practices are unfair. Defendants’ threats, intimidation, and contractual non-
disparagement clauses cause or are likely to cause substantial consumer injury by limiting the
flow of truthful information to potential consumers of Defendants’ services. Online reviews by

existing customers can be an important source of information for prospective purchasers. 106

194 These facts also raise the presumption that consumers who purchased from Defendants did
so in reliance on Defendants’ widely-disseminated, material misrepresentations.

105 ¢ Credit Practices Rule, Statement of Basis and Purpose, 49 Fed. Reg. 7740, 7762-65,
7768-70 (1984) (prohibiting as unfair the use of certain provisions frequently included in
consumer credit contracts; creditor threats to enforce them were commonplace; substantial injury
caused by practices which flowed from inclusion of provisions in contracts); see Telemarketing
Sales Rule, 16 C.ER. § 310.4(a)(1) (prohibits telemarketers from using threats or intimidation in
telemarketing, labeling it “abusive”™).

106 See UK. Competition & Markets Authority, Online Reviews and Endorsements: Report on
the CMA’s Call for Information, at 2-3, 16-18 (June 19, 2015) (survey finding that consumers
who use online reviews find them valuable, appear to trust them, and largely find that products
purchased after reading reviews matched their expectations), available at https://www.gov.uk/
government/uploads/system/uploads/attachment data/file/436238/Online reviews and
endorsements.pdf; Eric Goldman, The Regulation of Reputational Information, in The Next
Digital Decade: Essays on the Future of the Internet 293, 295-96 (Berin Szoka and Adam
Marcus, eds., 2010) (“When information is costly, reputational information can improve the
operation of the invisible hand by helping consumers make better decisions about vendors ....

(continued)
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Negative information would be especially useful for prospective purchasers in light of
Defendants’ misrepresentations. By depriving these consumers of truthful, critical customer
testimonials, Defendants’ complaint suppression practices enable them to reduce the harm to
their reputation despite their continued misrepresentations. As a resut, these practices allow
Defendants to con more consumers and sell more invention-promotion services than they might
have otherwise, causing tangible economic harm. 107

The injuries that these practices cause are not reasonably avoidable by consumers.
Consumers cannot find negative reviews that Defendants suppress. As the FTC stated in its
Unfairness Policy Statement, “[i]t has long been recognized that certain types of sales
techniques may prevent consumers from effectively making their own decisions.... Some
[sellers] may withhold or fail to generate critical price or performance data, for example,
leaving buyers with insufficient information for informed comparisons.” 104 F T.C. at 1074.
Defendants’ complaint suppression tactics keep material, negative information hidden from
prospective purchasers, and make it nearly impossible for them to make an informed decision.

Finally, the economic injury from Defendants’ complaint suppression practices is not
outweighed by countervailing benefits to competition or consumers. Here, no such benefits exist.
These practices do not protect any legitimate interests of either Defendants or consumers whose
reviews are suppressed, let alone of prospective customers denied access to material information.
Defendants’ complaint suppression practices are “injurious in [their] net effects,” as they
“prevent consumers from effectively making their own decisions,” and “undermine[] an essential
precondition to ... free and informed consumer transaction[s].” Unfairness Policy Statement, 104
ET.C. at 1073, 1074. Further, such practices harm any legitimate competition in the marketplace.
In sum, no legally cognizable justification for these practices exists.

2. The Balance of Equities Mandates Preliminary Injunctive Relief

“[W]hen a district court balances the hardships of the public interest against a private
interest, the public interest should receive greater weight.” US4 Fin., 415 F. App’x at 974-75.
The public interest in this case is compelling—halting unlawful and injurious conduct and
preserving assets that may be used for restitution to victims. Defendants, by contrast, have no
legitimate interest in continuing their scam. See World Wide Factors, 882 F.2d at 347 (“no
oppressive hardship to defendants in requiring them to comply with the FTC Act, refrain from

fraudulent representation or preserve their assets from dissipation or concealment™); see also IAB

Any distortions in reputational information effectively distort the marketplace itself.”), available
at http://digitalcommons.law.scu.edu/facpubs/633/.

107 Based on Defendants’ behavior, they clearly recognize that truthful negative reviews
undercut their business model by dissuading consumers from purchasing Defendants’ invention-
promotion services. See supra Section 11.B and note 67 and accompanying text.
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Mktg., 746 F.3d at 1233 (FTC met burden of showing that injunction would serve the public
interest). As the evidence demonstrates, the FTC is likely to succeed on the merits, and the
equities tip decidedly in the public’s favor. Thus, a TRO is warranted.

3. The Corporate Defendants Operate as a Common Enterprise and are
Jointly and Severally Liable for Each Other’s Violations

As shown in Section 1.C.1, above, the Corporate Defendants have operated as a common
enterprise. When defendants are part of a common enterprise, “an act by one entity constitutes an
act by each entity comprising the ‘common enterprise.”” Wash. Data Res., 856 F. Supp. 2d at
1272; see also FTC v. J.K. Publ'ns, Inc., 99 F. Supp. 2d 1176, 1202 (C.D. Cal. 2000)
(“Defendants found to be a common enterprise are held jointly and severally liable for the injury
caused by their violations of the FTC Act.”). Thus, each of the Corporate Defendants is liable for
the total injury caused by the scam.

4. The Individual Defendant is Liable

An individual defendant is liable (1) for injunctive relief if he directly participated in the
unlawful acts or had some control over the acts, and (2) for monetary relief if he also possessed
actual or constructive knowledge of the unlawful acts. JAB Mktg., 746 F.3d at 1233; Gem Merch.
Corp., 87 F.3d at 470. Authority to control “may be established by ‘active involvement in
business affairs and the making of corporate policy’ and by evidence that ‘the individual had
some knowledge of the practices.”” I4B Mktg., 746 F.3d at 1233 (quoting FTC v. Amy Travel
Serv., Inc., 875 F.2d 564, 573 (7th Cir. 1989)). “An individual’s status as a corporate officer gives
rise to a presumption of ability to control a small, closely-held corporation.” Transnet Wireless,
506 F. Supp. 2d at1270; FTC v. Partners In Health Care Ass'n, Inc., 189 F. Supp. 3d 1356, 1367
(S.D. Fla. 2016) (Scola, J.). Significantly, a “heavy burden of exculpation rests on the chief
executive and primary shareholder of a closely-held corporation whose stock-in-trade is
overreaching and deception.” Transnet Wireless, 506 F. Supp. 2d at 1270 (citations omitted); see
also J K. Publ’ns, Inc., 99 F. Supp. 2d at 1204 (“status as a corporate officer and authority to sign
documents on behalf of the corporate defendant can be sufficient to demonstrate the requisite
control” for individual liability); FTC v. Ivy Capital, Inc., No. 2:11-CV-283, 2013 WL 1224613,
at *14 (D. Nev. Mar. 26, 2013) (a “corporate officer is presumed to be in control of a small,
closely-held corporation, and assuming the duties of a corporate officer is probative of an
individual’s participation or authority”).

As shown in Section L.C.2, above, Individual Defendant Scott Cooper is the sole officer
of the Corporate Defendants through which Defendants execute the scam at issue. Cooper
controls, participates in, and has knowledge of the unlawful acts. For example, Cooper has

interacted with the Better Business Bureau about consumer complaints and has corresponded
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with consumers about the patent services offered, complaints, and refunds. He is therefore
personally liable for the total injury caused by the scam.

C. An Ex Parte TRO With Additional Equitable Relief Is Necessary to Stop
Defendants’ Unlawful Conduct and Preserve Effective Financial Relief

The FTC will ultimately succeed in proving that Defendants are engaging in deceptive
and unfair practices in violation of the FTC Act, and the balance of equities strongly favors the
public interest. Preliminary injunctive relief is thus warranted. Federal Rule of Civil Procedure
65(b) permits this Court to grant a temporary restraining order on an ex parte basis if there isa
clear showing that “immediate and irreparable injury, loss, or damage will result™ if notice is
given. Fed. R. Civ. P. 65(b); see, e.g., S.D. Fla. ex parte TROs collected supra note 98.

For several years, Defendants have engaged in a deceptive invention-promotion
scheme that has harmed thousands of inventors and would-be entrepreneurs, causing consumer
injury that exceeds $10.4 million. In order to stop Defendants’ unlawful activities and preserve
the Court’s ability to grant the final relief sought, the Court should enter an ex parte TRO that:
(1) prohibits Defendants from engaging in conduct that violates the FTC Act; (2) temporarily
freezes Defendants’ assets; (3) appoints a temporary receiver over the WPM Corporate
Defendants; (4) grants the FTC and the temporary receiver immediate access to Defendants’
business premises; and (5) authorizes limited expedited discovery.

1. The Court Should Stop Defendants’ Ongoing Scam

To prevent further consumer injury, the Court should enter a TRO that immediately
prohibits Defendants from engaging in any conduct that violates the FTC Act, including
making misrepresentations concerning WPM’s invention-promotion offerings and engaging
in complaint suppression activities.

As discussed above, this Court has broad equitable authority under Section 13(b) of
the FTC Act to grant ancillary relief necessary to accomplish complete justice. Amy Travel,
875 F.2d at 571-72; FTC v. H.N. Singer, Inc., 668 F.2d 1107, 1113 (9th Cir. 1982); see also
FTC v. Five-Star Auto Club, 97 F. Supp. 2d 502, 532-39 (S.D.N.Y. 2000). These requested
prohibitions do no more than bring Defendants into compliance with the law.

“[T]he commission of past illegal conduct is highly suggestive of the likelihood of
future violations.” SEC v. Mgmt. Dynamics, Inc., 515 F. 2d 801, 807 (2d Cir. 1975). This is
the case here, as Defendants have continued their unlawful business practices unabated. They
are uniquely situated to know that virtually none of their customers has earned royalties or
sales, that no “global” patent exists, and that they have not regularly negotiated licensing and
manufacturing agreements leading to the manufacture and sale of their customers’
inventions. Further, specific notice that their practices are deceptive from their own

customers, along with termination of one of their merchant accounts for high chargebacks
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and two civil lawsuits,'® has left them unmoved. Under these circumstances, immediate
injunctive relief is necessary to protect additional consumers from being harmed by
Defendants’ ongoing unlawful practices.

2. The Court Should Temporarily Freeze Defendants’ Assets to Preserve
the Possibility of Providing Restitution to Defendants’ Victims

As part of the permanent relief in this case, the FTC seeks monetary restitution for
consumers victimized by Defendants’ unlawful practices. To preserve the availability of funds to
provide such equitable relief, the FTC requests that the Court issue an order requiring the
preservation of assets and evidence. The Eleventh Circuit has repeatedly upheld the authority of
district courts to order an asset freeze to preserve the possibility of consumer redress (see, e.g.,
Gem Merch. Corp., 87 F.3d at 469; U.S. Oil & Gas, 748 F.2d at 1433-34), and courts in this
District have frozen defendants’ assets in numerous FTC enforcement actions. 109

“A party seeking an asset freeze must show a likelihood of dissipation of the claimed
assets, or other inability to recover monetary damages, if relief is not granted.” Johnson v.
Couturier, 572 E.3d 1067, 1085 (9th Cir. 2009). In Johnson, the Ninth Circuit upheld an asset
freeze because plaintiffs had established.they were “likely to succeed in proving that [the
defendant] impermissibly awarded himself tens of millions of dollars.” 572 F.3d at 1085. Courts
have also concluded that an asset freeze is justified where a defendant’s business is permeated
with deception. See, e.g., SEC v. Manor Nursing Ctrs., Inc., 458 F.2d 1082, 1106 (2d Cir. 1972).
Further, the Court can order an asset freeze whether the assets are inside or outside the United
States. United States v. First Nat’I City Bank, 379 U.S. 378, 384 (1965).

An asset freeze is necessary here to preserve the status quo, ensure that funds do not
disappear during the course of this action, and preserve assets for consumer redress and
disgorgement. As described above, WPM’s business model is permeated with deceptive and
unfair practices, and has taken in millions of dollars from consumers. In addition, during the

transition from Cooper’s last Internet money-making scheme to WPM, Cooper moved, within a

18 Soo Harris v. Desa Indus., Inc., No. 1:16-cv-09828 (S.D.N.Y. class action filed Dec. 21,
2016) and Harris v. Desa Indus., Inc., No. 653896-2016 (N.Y. Sup. Ct. filed July 26, 2016). The
original lawsuit filed in July 2016 has now been “discontinued” as of February 15,2017. The
class action lawsuit is still in litigation.

199 See nine S.D. Fla. ex parte TROs collected supra note 98 (all entering ex parte TROs
granting asset freeze); see also FTC v. 7051620 Canada, Inc., No. 1:14-cv-22132 (S.D. Fla. June
12, 2014) (Moreno, J.) (same); FTC v. Your Yellow Pages, Inc., No. 1:14-¢v-22129 (S.D. Fla.
June 12, 2014) (Martinez, J.) (same); FTC v. Se. Trust, LLC, No. 12-cv-62441 (S.D. Fla. Dec. 11,
2012) (Zloch, J.) (same); FTC v. Premier Precious Metals, Inc., No. 12-cv-60504 (S8.D. Fla.

Mar. 20, 2012) (Scola, J.) (same); FTC v. Am. Precious Metals, LLC, No. 11-cv-61072 (S8.D. Fla.
May 10, 2011) (Zloch, J.) (same).
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five-day period, $1,000,000 to an account in Switzerland. 1% Cooper also made sixty-two nearly-
weekly transfers from October 2015 to February 2017 totaling nearly $1 million from WPM’s
operating account to an account at Wells Fargo Bank in the name of TGK Associates.''' In
addition, Cooper has set up several family holding accounts from which he has paid WPM
business expenses and transferred money to an account in the Cook Islands.'"? For example,
Cooper’s company Serena Asset Management LLC pays the loan and upkeep on his yacht, as

1.'"* This evidence

well as an employee at WPM.!"* He has also boasted of holding assets in Israe
indicates a serious risk that Defendants’ funds may disappear quickly and that corporate assets in
the United States might already be insufficient to provide consumer victims with full redress. As
such, an asset freeze is critical to preserve whatever funds remain so that they can be used to
provide redress to consumers injured by Defendants’ unlawful conduct. The balance of equities
favors such relief. The freeze here should extend to individual assets as well as corporate assets,
because, as demonstrated above, the FTC is likely to succeed in showing that the individual
defendant is liable for restitution. See supra Part I1.B.4.

The nature of Defendants’ internet-based business means it can operate virtually

anywhere—it is easy to move and hide. e

That is precisely what is happening now. Defendants
have apparently closed up shop on Miami Beach, defaulted on their lease, and hidden their
physical Florida address, and are receiving mail at a post office box located in an Earth Class

Mail center.''® Nonetheless, Defendants are still operating—they are still communicating

19 px 26, Att. A, p. 2250 (transfers to accounts at Banque Pictet and Cie).

" pX 26, Att. A, p. 2249; PX 30, § 73(d). In the wire transfer records, Defendant Cooper
reported that TGK’s address was Defendants’ former Miami Beach address. It appears that
Cooper is slowly and methodically transferring ill-gotten gains into this and other accounts
unrelated to the Corporate Defendants.

112 pX 26 9 22-25 (documenting the movement of a significant amount of money between
accounts in the names of various holding companies and for which Scott Cooper is a signatory),
& Att. A, p. 2250 (transfers to the Cook Islands Trust Corporation).

113 px 26, Att. A, p. 2250 (transfers to boat-related entities and WPM employee Nadia
Amarillo).

114 pX 25, Att. C, p. 2190.

S See FTC v. Equifin Int’l. Inc., No. 97-cv-4526, 1997 U.S. Dist. Lexis 10288, at *33, 43
(C.D. Cal. July 3, 1997) (‘the nature of the telemarketing business is such that Defendants and
their assets could easily vanish at a moments [sic] notice, and Defendants could just as easily set
up operations at another location under a different name (all that is needed is a room, phone and
postal drop)™).

116 px 30, 4 75. According to Defendants’ landlord, they defaulted on their lease and moved
out the beginning of February 2017. PX 30, 99 75-76. This was less than two months after
consumers filed a class action lawsuit against defendants in federal court in New York on
December 21, 2016, see supra note 108. The Defendants now advertise on their website and
marketing emails that their “Worldwide Headquarters” is in Chicago. An FTC investigator went
(continued)
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with the undercover FTC investigator and continue to communicate with and send marketing
emails to current customers.''” The FTC’s experience in prior cases confirms the need for an
asset freeze under such circumstances, as numerous defendants in other cases who were
engaging in similarly serious unlawful practices have dissipated assets upon learning of an
impending law enforcement action. 8 The risk of dissipation is high, and a temporary asset
freeze is necessary to preserve the Court’s ability to award consumer redress.

3. The Court Should Appoint a Temporary Receiver for the Corporate
Defendants

The Court can and should also appoint a temporary receiver for the Corporate Defendants
pursuant to the Court’s equitable powers under Section 13(b) of the FTC Act. U.S. Oil & Gas,
748 F.2d at 1432. Appointment of a temporary receiver is appropriate where, as here, there is
“imminent danger of property being lost, injured, diminished in value or squandered, and where
legal remedies are inadequate.” Leone Indus. v. Assoc. Packaging, 795 F. Supp. 117, 120 (D.N.J.
1992). When a defendant has used deception to obtain money from consumers, “it is likely that,
in the absence of the appointment of a receiver to maintain the status quo, the corporate assets
will be subject to diversion and waste,” to the detriment of victims. SEC v. First Fin. Group of
Tex., 645 F.2d 429, 438 (5th Cir. 1981); see SEC v. Keller Corp., 323 F.2d 397, 403 (7th Cir. 1963). 1o

Appointment of a receiver is particularly appropriate here to maintain the status quo. The
Corporate Defendants’ business is permeated by deceptive and unfair practices that demonstrate
that they are likely to frustrate the FTC’s law enforcement efforts by destroying evidence and/or
dissipating assets absent a temporary receiver. See supra Section IIL.C.2. The receiver will help
prevent the WPM Corporate Defendants from disposing of ill-gotten funds by identifying,
securing, and controlling the use of the Corporate Defendants” assets, as well as marshaling and

preserving their records. The receiver will also assist in determining the full extent of

to the location. There was no signage anywhere indicating WPM’s office was there. However,
upon buzzing a non-descript callbox for the second floor, a WPM employee came down and told
the investigator that the office was WPM’s “back end technical support” and that the company
was headquartered in Florida. PX 22, 9 3-5. On February 27, 2017, a WPM employee told an
FTC investigator that Defendants moved into a new building in Downtown Miami, but no such
location is mentioned in their email correspondence or website. PX 30, 91 52, 76 (a)-(b). On
March 1, 2017, a WPM employee gave an FTC investigator the Earth Class mail address when
asked for an address for WPM. PX 30, § 57.

N7 pX 23, 9921-22; PX 17,9 97; PX 30, § 55.

118 See Rule 65(b)(1) Certification of Federal Trade Commission Counsel Colleen Robbins in
Support of Emergency Ex Parte Motion For A Temporary Restraining Order and Motion To
Temporarily Seal Docket and Entire File, filed herewith.

119 Courts in this District have appointed receivers in numerous FTC actions. See nine S.D. Fla.
ex parte TROs collected supra note 98 (all entering ex parte TROs appointing receivers); see
also FTC v. Premier Precious Metals, Inc., No. 12-cv-60504 (S.D. Fla. Mar. 20, 2012) (same);
FTC v. Am. Precious Metals, LLC, No. 11-cv-61072 (S.D. Fla. May 10, 2011) (same).
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Defendants’ deceptive and unfair practices, identify the victims of Defendants’ scheme, and
prevent further fraudulent practices during the pendency of the TRO. For these reasons, the
Court should appoint a temporary receiver over the WPM Corporate Defendants.

4. The Court Should Grant Expedited Discovery and Immediate Access
to the WPM Corporate Defendants’ Business Premises and Records

In order to locate documents and assets related to Defendants’ scheme, the TRO should
authorize the FTC to engage in expedited discovery and allow the FTC and the temporary
receiver immediate access to the Corporate Defendants” business premises and records.'?® This
relief is critical to the FTC, the receiver, and the Court’s ability to understand fully: (a) the scope
of Defendants’ business operations, their financial status, the participants involved, and their
roles in the scheme; (b) the full range and extent of Defendants’ law violations; (c) the identities
of injured consumers; (d) the total amount of consumer injury; and (¢) the nature, extent, and
location of Defendants’ assets.''

Defendant Cooper has demonstrated that he will obstruct justice at every turn. In a
lawsuit pending in Miami-Dade County Circuit Court against Defendants by a patent assistance
company,'** Cooper evaded service of a subpoena to appear at a Preliminary Injunction hearing.
He twice refused to come out of his office. The third time he had his bodyguard accept service
for him. Cooper then did not show up at the hearing, and his lawyer argued to the Judge that
service was improper. The Judge ordered the lawyer to call Cooper to come to the hearing, but
Cooper still failed to show up. The Judge, in his order entering a Preliminary Injunction against
Defendants, noted that Cooper ignored the Court’s order, and that he appeared evasive and not
credible in his deposition testimony. 123 In the same lawsuit, Cooper failed to turn over discovery
and failed to meaningfully participate at his deposition. The Court ordered him to appear again

and imposed monetary sanctions. 124 Cooper has also threatened and intimidated consumers,

120 The FTC will execute the immediate access at the Chicago location. Given that Defendants
have already left one location abruptly and Chicago is not in fact their headquarters, there is both
a turnover provision and an immediate access provision. Expedited discovery will also allow the
FTC to quickly determine where the Florida headquarters is located, if it still exists.

121 courts in this District have allowed immediate access and expedited discovery in numerous
FTC actions. See nine ex parte TROs collected supra note 98 (all entering ex parte TROs
allowing immediate access and expedited discovery).

122 pusent Services USA, Inc. v. Rivera, 14-015748-CA-01 (Fla. Cir. Ct. Miami-Dade Cnty.,
filed June 16, 2014).

123 This Preliminary Injunction (“P1”) effectively shut down WPM’s business; however, a few
days after it was entered, Cooper’s lawyer filed an emergency motion to stay the PI. It appears
that a stay is currently in place.

124 pX 30, 9 79, Att. LL-PP, pp. 3040-3130. In Plaintiff’s Motion to Compel, Plaintiff describes
how Cooper failed to bring a single document to the deposition and answered more than 130
(continued)
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competitors, or anyone who jeopardizes his reputation. 125

The proposed TRO includes provisions designed to grant access to Defendants’
documents before Defendants can destroy them. 126 This relief is necessary to protect evidence of
Defendants’ deceptive and unfair acts and practices. As explained more fully in the Rule 65(b)
Declaration of Counsel Colleen B. Robbins (“Robbins Certification™), in the FTC’s experience,
it is likely that Defendants will take steps to destroy documents that relate to their scams. Courts
in this District have granted ex parte TROs that include these provisions. 127 Accordingly, the
Court should enter a temporary restraining order granting the FTC and the Receiver immediate
access and authorizing a turnover of business records and limited expedited discovery.

5. The Court Should Issue the TRO Ex Parte

The substantial risk of asset dissipation and document destruction in this case, coupled
with Defendants’ ongoing law violations, justifies ex parte relief without notice. Federal Rule of
Civil Procedure 65(b) permits this Court to enter ex parte orders upon a clear showing that
“immediate and irreparable injury, loss, or damage will result” if notice is given. Ex parte orders
are proper in cases where “notice to the defendant would render fruitless the further prosecution
of the action.” Am. Can Co. v. Mansukhani, 742 F.2d 314, 322 (7th Cir. 1984); see also Granny
Goose Foods, Inc. v. Bhd. of Teamsters, 415 U.S. 423, 439 (1974); In re Vuitton et Fils, 606 F.2d
1, 4-5 (2d Cir. 1979). In cases involving pervasive fraudulent practices, “it [is] proper to enter the
TRO without notice, for giving notice itself may defeat the very purpose for the TRO.” Cenergy
Corp. v. Bryson Oil & Gas PL.C., 657 F. Supp. 867, 870 (D. Nev. 1987). Mindful of this
problem, courts in this District have regularly granted the FTC’s request for ex parte TROs in
Section 13(b) consumer fraud cases to preserve the possibility of full and effective final relief.'”®

As discussed above in Section ILB.1, Defendants’ business operations are permeated by,
and reliant upon, deceptive and unfair practices, and experience has shown that defendants
engaged in fraudulent schemes often dissipate assets and destroy records if they receive notice of
an impending FTC enforcement action. See Robbins Certification filed herewith. Such a risk is
particularly high in this case. Defendants have already fled from one location, and continue to

operate in the same deceptive manner despite numerous complaints from individual consumers

questions with responses of “I don’t remember,” “I don’t recall,” or slight variations thereof.
PX 30, Att. LL, pp. 3040-3052.

125 See supra Part 1.B.

126 1yiotrict courts have broad and flexible authority in equity to depart from routine discovery
procedures and applicable time frames, particularly in cases involving the public interest. See
Fed. R. Civ. P. 26(d), 33(a), 34(b); Porter v. Warner Holding Co., 328 U.S. 395, 398 (1946).

127 See nine ex parte TROs collected supra note 98.

128 See fourteen ex parte TROs collected supra notes 98 & 109
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and the BBB, a payment processor terminating their merchant account due to high chargebacks,
and two civil lawsuits filed against them.'*® During the time WPM has operated, Cooper has
moved ill-gotten gains offshore and into an account in the name of TGK Associates.

As discussed in Section I1.C.4, above, Defendant Cooper has demonstrated his contempt
for the courts. He has evaded service of process, failed to appear at his own Preliminary
Injunction hearing after being ordered to do so by the Court, and failed to turn over discovery or
meaningfully participate at his deposition, resulting in monetary sanctions.

Under these circumstances, there is a strong likelihood that Defendants would conceal or
dissipate assets absent ex parte relief. It is in the interests of justice to provide the requested ex
parte relief to prevent the dissipation of assets or the destruction of evidence, which in turn will
maintain the status quo and preserve this Court’s ability to award full and effective final relief.
III. Conclusion

Defendants do not operate a legitimate business. They dupe consumer inventors into

spending tens of thousands of dollars for virtually nothing. They then engage in complaint
suppression tactics that prevent future consumers from making informed decisions. In order to
put an end to these unlawful practices and return money to WPM'’s victims, the FTC requests

that this Court grant the FTC’s motion for an ex parte TRO and ancillary equitable relief.

Respectfully submitted,

David C. Shonka
Acting General Counsel

Dated: March 6, 2017 W M .

Colleen Robbins, Special Bar # A5500793
James Evans, Special Bar # A5502080
Jody Goodman, Special Bar # A5502288
Federal Trade Commission

600 Pennsylvania Ave., NW

Mailstop CC-8528

Washington, DC 20580

(202) 326-2548; crobbins@fic.gov

(202) 326-2026; james.evans@ftc.gov
(202) 326-3096; jgoodmanl @fic.gov

Attorneys for Plaintiff
Federal Trade Commission

129 See supra note 108; PX 30 99 69, 72(c), 75.
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA

ced 7= 20848 O-Gayls

o __SEALED

Federal Trade Commission,
Plaintiff _NOT SEALED
k
V.
World Patent Marketing, Inc., a Florida Per focal Rule 5.4{(d), the matier(s)
corporation, shall remain seajed.
. . (specific date);

Desa Industries, Inc., a Delaware corporation; YORES; - \speciiic o “‘“)j
and N permanentiyi ... (other).

Scott Cooper, individually and as an owner
and officer of World Patent Marketing, Inc.
and Desa Industries, Inc.;

Defendants.

[Proposed] TEMPORARY RESTRAINING ORDER AND ORDER TO SHOW
CAUSE WHY A PRELIMINARY INJUNCTION SHOULD NOT ISSUE

Plaintiff, the Federal Trade Commission (“FTC"), has filed its Complaint for Permanent
Injunction and Other Equitable Relief pursuant to Section 13(b) of the Federal Trade
Commission Act (“FTC Act™), 15 U.S.C. §§ 53(b), and has moved, pursuant to Federal Rule of
Civil Procedure 65(b), for a temporary restraining order and for an order to show cause why a
preliminary injunction should not issue against Defendants World Patent Marketing, Inc., Desa
Industries, Inc., and Scott Cooper (collectively, “Defendants™).

FINDINGS

The Court has considered the Complaint, motion for a temporary restraining order and for
an order to show cause, declarations, exhibits, and memoranda filed in support of the FTC’s
motion and, being otherwise advised, makes the following findings of fact:

1. This Court has jurisdiction over the subject matter of this case, and there is good

cause to believe it will have jurisdiction over all parties hereto, and that venue in this district is
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proper.

2. There is good cause to believe that Defendants have engaged in and are likely to
engage in acts and practices that violate Section 5(a) of the FTC Act, 15 U.S.C. § 45(a), and that
the FTC is therefore likely to prevail on the merits of this action. As demonstrated by the
consumer declarations, consumer complaint records, Defendants’ correspondence and records,
records from state regulators and Better Business Bureaus, and by the other documentary
evidence filed by the FTC, the FTC has established a likelihood of success in showing that
Defendants have made material misrepresentations in the sale of invention patenting and
promotion to numerous consumers. Through the documentary evidence it filed, the FTC has also
established a likelihood of success in showing that Defendants have violated the FTC Act by
engaging in deceptive and unfair marketing and sales tactics.

3. There is good cause to believe that immediate and irreparable harm will result
from Defendants’ ongoing violations of the FTC Act unless Defendants are restrained and
enjoined by Order of this Court.

4. There is good cause to believe that immediate and irreparable damage to the
Court’s ability to grant effective final relief for consumers—including the refund of monies paid,
restitution, or rescission or reformation of contracts—will occur from the sale, transfer, or other
disposition or concealment by Defendants of Assets or records if Defendants are provided with
advance notice of this Order, and that therefore in accordance with Fed. R. Civ. P. 65(b), the
interests of justice require that this Order be granted without prior notice to Defendants. There is
thus good cause for relieving the FTC of the duty to provide Defendants with prior notice of the
FTC’s motion.

5. Good cause exists for: (a) the appointment of a Temporary Receiver over the
Corporate Defendants; (b) freezing of Defendants’ Assets; and (c) the ancillary relief ordered
below.

6. Considering Plaintiff’s likelihood of ultimate success and weighing the equities, it

is in the public interest that the Court enter a temporary restraining order that: (1) enjoins and



Case 1:17-cv-20848-DPG Document 4-2 Entered on FLSD Docket 03/06/2017 Page 3 of 28

restrains Defendants from making misrepresentations and from violating the FTC Act; (2)
imposes a temporary freeze on Defendants” Assets; (3) appoints a Temporary Receiver over the
Corporate Defendants to marshal and preserve their Assets, manage their business affairs, and
ascertain whether they engage in any lawful, profitable activity; (4) grants the FTC and the
Temporary Receiver immediate access to the premises and records of the Corporate Defendants;
(5) requires Defendants to fully disclose all of their Assets; (6) allows for limited expedited
discovery; and (7) requires Defendants to show cause why a preliminary injunction should not
issue against them.

7. The FTC is an independent agency of the United States and no security is required
of any agency of the United States for the issuance of a temporary restraining order. Fed. R. Civ.
P. 65(c).

DEFINITIONS

For purpose of this Order, the following definitions shall apply:

1. “Asset” means any legal or equitable interest in, right to, or claim to, any real,
personal, or intellectual property of any Corporate Defendant or Individual Defendant, or held
for the benefit of any Corporate Defendant or Individual Defendant, wherever located, including,
but not limited to, chattel, goods, instruments, equipment, fixtures, general intangibles, effects,
leaseholds, contracts, mail or other deliveries, shares of stock, securities, inventory, checks,
notes, accounts, credits, receivables (as those terms are defined in the Uniform Commercial
Code), cash, trusts, including, but not limited to, any trust held for the benefit of any of the
Defendants, and reserve funds or any other accounts associated with payments processed by, or
on behalf of, any of the Defendants, including, but not limited to, reserve funds held by payment
processors or financial institutions.

2. “Corporate Defendants” means World Patent Marketing, Inc. and Desa
Industries, Inc., and their successors and assigns.

3. “Defendants” means the Individual Defendant and the Corporate Defendants,

individually, collectively, or in any combination.
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4. “Document” or “Documents” is synonymous in meaning and equal in scope to
the usage of the term in Federal Rule of Civil Procedure 34(a), and includes writing, drawings,
graphs, charts, photographs, sound and video recordings, images, Internet sites, Web pages, Web
sites, electronic correspondence, including e-mail and instant messages, contracts, accounting
data, advertisements (including advertisements placed on the World Wide Web), FTP Logs,
Server Access Logs, USENET Newsgroup postings, World Wide Web pages, books, written or
printed records, handwritten notes, telephone logs, telephone scripts, receipt books, ledgers,
personal and business canceled checks and check registers, bank statements, appointment books,
computer records, and any other electronically stored information, and other data or data
compilations from which information can be obtained directly or, if necessary, after translation
into a reasonably usable form. A draft or non-identical copy is a separate document within the
meaning of the term.

5. “Individual Defendant” means Scott Cooper.

6. “Person” means a natural person, organization, or other legal entity, including a
corporation, partnership, proprietorship, association, cooperative, government or governmental
subdivision or agency, or any other group or combination acting as an entity.

7. “Receiver’ means the temporary receiver appointed in Section XII of this Order
and any deputy receivers that shall be named by the temporary receiver.

ORDER
I
Prohibition on Misrepresentations

It is therefore ordered that Defendants and Defendants’ officers, agents, employees, and
attorneys, and all other Persons in active concert or participation with any Defendant, who
receive actual notice of this Order, whether acting directly or indirectly in connection with the
advertising, marketing, promotion, offering for sale, or sale of any products or services, are

hereby temporarily restrained and enjoined from making any false or unsubstantiated
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representations, expressly or by implication, regarding any material fact, including, but not
limited to:

A. Purchase of Defendants’ invention-promotion services is likely to result in
financial gain for their customers;

B. Defendants have successfully marketed the invention ideas of many of their
customers, resulting in royalties or sales of their inventions;

C. Defendants successfully marketed specific invention ideas, such as Teddie’s
Ballic Bumpers, Live Expert Chat, and Supreme Diva Jeans;

D. Consumers who buy one of Defendants’ “global™ packages will receive a
globally-applicable patent;

E. Defendants have regularly negotiated licensing and manufacturing agreements
that have resulted in the manufacture and sale of their customers’ inventions; or

F. Consumers who buy Defendants’ invention-promotion services will not have to
pay any more money to receive Defendants’ promised services.

II
Prohibition on Complaint Suppression

It is further ordered that Defendants and Defendants’ officers, agents, employees, and
attorneys, and all other Persons in active concert or participation with any Defendant, who
receive actual notice of this Order, whether acting directly or indirectly, are hereby temporarily
restrained and enjoined from making any threats or intimidating any Person concerning
complaints or comments about products or services offered or sold by Defendants, including but
not limited to requesting that negative comments be withdrawn or removed.

1
Asset Freeze
It is further ordered that Defendants and their officers, agents, employees, and

attorneys, and all other persons in active concert or participation with any Defendant, who
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receive actual notice of this Order, whether acting directly or indirectly, are hereby temporarily
restrained and enjoined from:

A. Transferring, liquidating, converting, encumbering, pledging, loaning, selling,
concealing, dissipating, disbursing, assigning, spending, conveying, gifting, withdrawing,
granting a lien or security interest or other interest in, or otherwise disposing of any funds, real or
personal property, accounts, contracts, consumer lists, shares of stock, or other Assets, or any
interest therein, wherever located, whether within the United States or within a jurisdiction
outside the United States, that are:

1) owned or controlled, directly or indirectly, by any of the Defendants, in
whole or in part;

2) held, in whole or in part, for the benefit of any Defendant;

3) in the actual or constructive possession of any Defendant; or

4) owned, controlled by, or in the actual or constructive possession of, or
otherwise held for the benefit of any corporation, partnership, or other
entity directly or indirectly owned, managed, or controlled by any
Defendant, or any entity acting under a fictitious name owned by or
controlled by an Defendants, including, but not limited to, any Assets held
by or for, or subject to access by any Defendant at any bank or savings and
loan institution, or with any broker-dealer, escrow agent, title company,
commodity trading company, precious metals dealer, or other financial
institution or depository institution of any kind;

B. Opening or causing to be opened any safe deposit boxes titled in the name of, or
subject to access by, any Defendant;

C. Incurring charges or cash advances on any credit card issued in the name, singly

or jointly, of any Corporate Defendant,
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D. Obtaining a loan encumbering the Assets of any Defendant, or any corporation,
partnership, or other entity directly or indirectly owned, managed, or controlled by any
Defendant;

E. Incurring liens or other encumbrances on real property, personal property or other
Assets titled in the name, singly or jointly, of any Defendant or any corporation, partnership, or
other entity directly or indirectly owned, managed, or controlled by any Defendant; and

F. Cashing any checks or depositing any money orders, cash, or any other payment
(including credit card and debit card payments) received from consumers, clients, or customers
of any Defendant.

Provided, that the Assets affected by this Section I1I shall include: (1) all Assets of any
Defendant as of the date and time this Order was entered; and (2) for Assets obtained after the
date and time this Order was entered, only those Assets that are derived, directly or indirectly,
from Defendants’ activities as alleged in the FTC’s Complaint. This Section does not prohibit
transfers to the Receiver, as specifically required in Section XIV (Transfer of Receivership
Property to the Receiver), nor does it prohibit the repatriation of foreign Assets, as specifically
required in Section V (Repatriation of Assets and Documents).

v
Duties of Asset Holders

It is further ordered that any financial or brokerage institution, credit card processing
company, payment processor, merchant bank, acquiring bank, independent sales organization,
business entity, or Person served with a copy of this Order, or who otherwise has actual
knowledge of this Order, that (a) holds, controls or maintains custody of any account, safe
deposit box, post office box, or other Asset of any Defendant, (b) holds, controls, or maintains
custody of any Asset associated with credits, debits, or charges made on behalf of any Defendant,
including, but not limited to, reserve funds held by payment processors or other entities, or (c)

has held, controlled, or maintained any such account, safe deposit box, or other Asset shall:
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A. Hold and retain within its control and prohibit the withdrawal, removal,
assignment, transfer, pledge, encumbrance, disbursement, dissipation, conversion, sale, or other
disposal of any such Asset, except by further order of the Court;

B. Deny any person, except the Receiver acting pursuant to Section XIII of this
Order (Receiver’s Duties and Authority), access to any safe deposit box that is titled in the name
of, individually or jointly, or otherwise subject to access by, any Defendant;

C. Provide FTC counsel and the Receiver, within five (5) business days of receiving
a copy of this Order, a sworn statement setting forth:

1) The identification number of each such account or Asset titled in the
name, individually or jointly, of any Defendant, or held on behalf of or for
the benefit of any Defendant;

2) The balance of each such account, or a description of the nature and value
of such Asset as of the close of business on the day on which this Order is
served, and, if the account or other Asset has been closed or removed, the
date closed or removed, the total funds removed in order to close the
account, and the name of the Person or entity to whom such account or
other Asset was remitted; and

3) The identification of any safe deposit box that is titled in the name of,
individually or jointly, or otherwise subject to access by any Defendants;
and

D. Upon request by the FTC or the Receiver, promptly provide the FTC and the
Receiver with copies of all records or other documentation pertaining to each such account or
Asset, including, but not limited to, originals or copies of account applications, account
statements, signature cards, checks, drafts, deposit tickets, transfers to and from the accounts, all
other debit and credit instruments or slips, currency transaction reports, 1099 forms, and safe

deposit box logs.
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\Y%
Financial Disclosures

It is further ordered that within five (5) calendar days of service of this Order, each
Defendant shall prepare, fill in all required information, and deliver, completed and executed, to
counsel for the FTC and to the Receiver, completed financial statements on the forms attached to
this Order as Attachment A (Financial Statement of Individual Defendant) for each Defendant
individually and Attachment B (Financial Statement of Corporate Defendant) for each business
entity under which any Defendant conducts business or of which any Defendant is an officer, and
for each trust for which any Defendant is a trustee. The financial statements shall be accurate as
of the date of entry of this Order. Each Defendant shall include in the financial statements a full
accounting of all funds and Assets, whether located inside or outside of the United States, that
are: (1) titled in the name of such Defendant, jointly, severally, or individually; (2) held by any
Person or entity for the benefit of such Defendant; or (3) under the direct or indirect control of
such Defendant. Defendants shall attach to these completed financial statements copies of all
local, state, provincial, and federal income and property tax returns, with attachments and
schedules, as called for by the instructions to the financial statements.

\%!
Repatriation of Assets and Documents

It is further ordered that within five (5) days following the service of this Order, each
Defendant shall:

A.  Provide the FTC and the Receiver with a full accounting of all funds, Documents,
and Assets outside of the United States which are: (1) titled in the name, individually or jointly,
of any Defendant; or (2) held by any Person or entity for the benefit of any Defendant; or (3)
under the direct or indirect control, whether jointly or singly, of any Defendant;

B. Transfer to the territory of the United States and deliver to the Receiver all funds,

Documents, and Assets located in foreign countries which are: (1) titled in the name individually
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or jointly of any Defendant; or (2) held by any Person or entity, for the benefit of any Defendant;
or (3) under the direct or indirect control of any Defendant, whether jointly or singly;

C. Provide the FTC and the Receiver access to all records of accounts or Assets of
any Defendant held by financial institutions located outside the territorial United States by
signing the Consent to Release of Financial Records appended to this Order as Attachment C.

VII
Non-Interference with Repatriation

It is further ordered that Defendants and Defendants’ officers, agents, employees, and
attorneys, and all other Persons in active concert or participation with any Defendant, who
receive actual notice of this Order, whether acting directly or indirectly, are hereby temporarily
restrained and enjoined from taking any action, directly or indirectly, which may result in the
encumbrance or dissipation of foreign Assets, or in the hindrance of the repatriation required by
Section V (Repatriation of Assets and Documents) of this Order, including, but not limited to:

A. Sending any statement, letter, fax, e-mail or wire transmission, telephoning or
engaging in any other act, directly or indirectly, that results in a determination by a foreign
trustee or other entity that a “duress” event has occurred under the terms of a foreign trust
agreement until such time that all Assets have been fully repatriated pursuant to Section VI of
this Order; or

B. Notifying any trustee, protector or other agent of any foreign trust or other related
entities of either the existence of this Order, or of the fact that repatriation is required pursuant to
a court order, until such time that all Assets have been fully repatriated pursuant to Section VI of
this Order.

VIII
Consumer Credit Reports

It is further ordered that pursuant to Section 604(a)(1) of the Fair Credit Reporting Act,

15 U.S.C. § 1681b(a)(1), any consumer reporting agency served with this Order shall promptly

furnish consumer credit reports as requested concerning any Defendant and any spouse ofa

10
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Defendant to the FTC. The Commission may also directly access any Defendant’s consumer
credit report.
IX
Preservation of Records

It is further ordered that Defendants and Defendants’ officers, agents, employees, and
attorneys, and all other Persons in active concert or participation with any Defendant, who
receive actual notice of this Order, are hereby temporarily restrained and enjoined from:

A. Destroying, erasing, falsifying, writing over, mutilating, concealing, altering,
transferring, or otherwise disposing of, in any manner, directly or indirectly, Documents that
relate to: (1) the business, business practices, Assets, or business or personal finances of any of
the Defendants, (2) the business practices or finances of entities directly or indirectly under the
control of any of the Defendants, or (3) the business practices or finances of entities directly or
indirectly under common control with any other Defendant, including any and all marketing
materials, websites and webpages, consumer complaints, customer records, rate decks, call detail
records, telephone logs, telephone scripts, contracts, correspondence, email, corporate books and
records, accounting data, financial statements, receipt books, ledgers, personal and business
canceled checks and check registers, bank statements, calendars, appointment books, and tax
returns; and

B. Failing to create and maintain Documents that, in reasonable detail, accurately,
fairly, and completely reflect Defendants’ incomes, disbursements, transactions, and use of
Defendants’ Assets.

X
Notification of New Business Activity

It is further ordered that Defendants and Defendants’ officers, agents, employees, and
attorneys, and all other persons in active concert or participation with any Defendant, who
receive actual notice of this Order, are hereby temporarily restrained and enjoined from

creating, operating, or exercising any control over any new business entity, whether newly

11
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formed or previously inactive, including any partnership, limited partnership, joint venture, sole
proprietorship, or corporation, without first providing FTC counsel with a written statement
disclosing: (1) the name of the business entity; (2) the address and telephone number of the
business entity; (3) the names of the business entity’s officers, directors, principals, managers,
members, and employees; and (4) a detailed description of the business entity’s intended
activities.
X1
Prohibition on Release of Consumer Information

It is further ordered that Defendants and Defendants’ officers, agents, employees, and
attorneys, and all other persons in active concert or participation with any Defendant, are hereby
temporarily restrained and enjoined from selling, renting, leasing, transferring, using,
disclosing, or otherwise benefitting from the name, address, telephone number, credit card
number, bank account number, email address, or other identifying information of any Person
who: (1) paid money to any Defendant; (2) was previously contacted by Defendants in
connection with invention promotion services, including, but not limited to research, patenting,
invention licensing, manufacturing, or marketing; or (3) was on a list to be contacted by
Defendants.

Provided, however, that Defendants may disclose such identifying information to a law
enforcement agency or as required by any law, regulation, or court order.

X1I
Appointment of Temporary Receiver

IT IS FURTHER ORDERED that is

appointed temporary receiver for the Corporate Defendants, as well as for any affiliates,
subsidiaries, divisions, or telephone sales or customer service operations, wherever located, with
the full power of an equity receiver. The Receiver shall be the agent of this Court, and solely the
agent of this Court, in acting as Receiver under this Order. The Receiver shall be accountable

directly to this Court.

12
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XIH
Receiver’s Duties and Authority

It is further ordered that the Receiver is authorized and directed to accomplish the
following:

A. Assume full control of the Corporate Defendants by removing, as the Receiver
deems necessary or advisable, any director, officer, independent contractor, employee, or agent
of any of the Corporate Defendants, including any Defendant, from control of, management of,
or participation in, the affairs of the Corporate Defendants;

B. Take exclusive custody, control, and possession of all Assets and Documents of,
or in the possession, custody, or under the control of, the Corporate Defendants, wherever
situated. The Receiver shall have full power to divert mail and to sue for, collect, receive, take in
possession, hold, and manage all Assets and Documents of the Corporate Defendants and other
persons or entities whose interests are now under the direction, possession, custody, or control of,
the Corporate Defendants. The Receiver shall assume control over the income and profits
therefrom and all sums of money now or hereafter due or owing to the Corporate Defendants.
Provided, however, that the Receiver shall not attempt to collect any amount from a consumer if
the Receiver believes the consumer was a victim of the unfair or deceptive acts or practices or
other violations of law alleged in the Complaint in this matter, without prior Court approval;

C. Take all steps necessary to secure each location from which the Corporate
Defendants operate their business. Such steps may include, but are not limited to, any of the
following, as the Receiver deems necessary or advisable: (1) serving this Order; (2) completing
a written inventory of all Receivership Assets; (3) obtaining pertinent information from all
employees and other agents of the Corporate Defendants, including, but not limited to, the name,
home address, Social Security Number, job description, passwords or access codes, method of
compensation, and all accrued and unpaid commissions and compensation of each such
employee or agent; (4) photographing and videotaping any or all portions of the location;

(5) securing the location by changing the locks and disconnecting any computer modems or other

13
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means of access to the computer or other records maintained at that location; and (6) requiring
any persons present on the premises at the time this Order is served to leave the premises, to
provide the Receiver with proof of identification, or to demonstrate to the satisfaction of the
Receiver that such persons are not removing from the premises Documents or Assets of the
Corporate Defendants. Law enforcement personnel, including, but not limited to, police or
sheriffs, may assist the Receiver in implementing these provisions in order to keep the peace and
maintain security. If requested by the Receiver, the United States Marshals Service will provide
appropriate and necessary assistance to the Receiver to implement this Order and is authorized to
use any necessary and reasonable force to do so;

D. Suspend business operations of the Corporate Defendants if in the judgment of the
Receiver such operations cannot be continued legally and profitably;

E. Conserve, hold, and manage all Assets of the Corporate Defendants, and perform
all acts necessary or advisable to preserve the value of those Assets in order to prevent any
irreparable loss, damage, or injury to consumers or creditors of the Corporate Defendants,
including, but not limited to, obtaining an accounting of the Assets and preventing the
unauthorized transfer, withdrawal, or misapplication of Assets;

F. Enter into contracts and purchase insurance as advisable or necessary;

G. Prevent the inequitable distribution of Assets and determine, adjust, and protect
the interests of consumers and creditors who have transacted business with the Corporate
Defendants;

H. Prevent the destruction or erasure of any web page or website registered to and
operated, in whole or in part, but the Corporate Defendants, directly or indirectly;

L. Prevent the destruction or erasure of any of the Corporate Defendants’ marketing
materials, sales scripts, training materials, customer information, call logs, and any other
Documents or records that reflect marketing, advertising, promotion, distribution, and offers for

sale or sale of services;
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J. Prevent the destruction or erasure of any of the Corporate Defendants’ corporate
records, business records, financial records, and financial transactions as they relate to the
practices charged in the FTC’s Compliant and ensure that all such Documents are preserved;

K. Manage and administer the business of the Corporate Defendants until further
order of this Court by performing all incidental acts that the Receiver deems to be advisable or
necessary, which includes but is not limited to retaining, hiring, or dismissing any employees,
independent contractors, or agents;

L. Choose, engage, and employ attorneys, accountants, appraisers, and other
independent contractors and technical specialists, as the Receiver deems advisable or necessary
in the performance of duties and responsibilities under the authority granted by this Order;

M. Make payments and disbursements from the receivership estate that are necessary
or advisable for carrying out the directions of, or exercising the authority granted by, this Order.
The Receiver shall apply to the Court for prior approval of any payment of any debt or obligation
incurred by the Corporate Defendants prior to the date of entry of this Order, except payments
that the Receiver deems necessary or advisable to secure Assets of the Corporate Defendants,
such as rental payments;

N. Institute, compromise, adjust, appear in, intervene in, or become party to such
actions or proceedings in state, federal or foreign courts or arbitration proceedings as the
Receiver deems necessary and advisable to preserve or recover the Assets of the Corporate
Defendants, or that the Receiver deems necessary and advisable to carry out the Receiver’s
mandate under this Order, including, but not limited to, actions challenging fraudulent or
voidable transfers;

0. Defend, compromise, adjust, or otherwise dispose of any or all actions or
proceedings instituted in the past or in the future against the Receiver in his role as Receiver, or
against the Corporate Defendants, as the Receiver deems necessary and advisable to preserve the
Assets of the Corporate Defendants, or as the Receiver deems necessary and advisable to carry

out the Receiver’s mandate under this Order;
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P. Issue subpoenas to obtain Documents and records (including but not limited to
Google, Inc.) pertaining to the Receivership, and conduct discovery in this action on behalf of
the Receivership estate;

Q. Open one or more bank accounts as designated depositories for funds of the
Corporate Defendants. The Receiver shall deposit all funds of the Corporate Defendants in such
a designated account and shall make all payments and disbursements from the Receivership

estate from such an account. The Receiver shall serve copies of monthly account statements on

all parties;
R. Maintain accurate records of all receipts and expenditures incurred as Receiver;
S. Cooperate with reasonable requests for information, Documents, materials, or

assistance from any state or federal law enforcement agency;

T. File reports with the Court on a timely basis and at regular intervals or as
otherwise directed by the Court; |

U. Allow the Plaintiff’s representatives, agents, and assistants, as well as Defendants’
Representatives and Defendants themselves, reasonable access to the premises of the
Receivership Defendants, or any other premises where the Receivership Defendants conduct
business operations. The purpose of this access shall be to inspect and copy any and all books,
records, Documents, accounts, and other property owned by, or in the possession of, the
Receivership Defendants or its agents. The Receiver shall have the discretion to determine the
time, manner, and reasonable conditions of such access; and

V. Allow the Plaintiff’s representatives, agents, and assistants, as well as
Defendants’ Representatives and Defendants themselves, reasonable access to Documents in the
possession, custody, or control of the Receivership Defendants, or on their behalf, including, but
not limited to, books, records, tapes, discs, accounting data, checks, correspondence, forms,
advertisements, brochures, manuals, electronically stored data, banking records, customer lists,

customer files, invoices, telephone records, ledgers and payroll records, and any other Document
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or record that relates to the business practices or finances of the Receivership Defendants,

including electronically stored information (such as electronic mail).

XIv

Transfer of Receivership Property to the Receiver

It is further ordered that:

A. Immediately upon service of this Order upon them, or within a period permitted

by the Receiver, Defendants, Defendants’ officers, agents, employees, and attorneys, and all

other Persons in active concert or participation with any Defendant, who receive actual notice of

this Order, and any other Person with possession, custody or control of property or of records

relating to the Corporate Defendants, shall transfer or deliver possession, custody, and control of

the following to the Receiver:

1)

2)

3)

4)

5)

All Assets of the Corporate Defendants;

All Documents of the Corporate Defendants, including, but not limited to,
books and records of accounts, all financial and accounting records,
balance sheets, income statements, bank records (including monthly
statements, canceled checks, records of wire transfers, and check
registers), client lists, title Documents and other papers;

All Assets belonging to other persons or entities whose interests are now
under the direction, possession, custody, or control of the Corporate
Defendants;

All computers and data in whatever form used to conduct the business of
the Corporate Defendants; and

All keys, codes, and passwords necessary to gain or to secure access to
any Assets or Documents of the Corporate Defendants, including, but not
limited to, access to their business premises, means of communication,

accounts, computer systems, or other property.
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B. In the event any Person or entity fails to deliver or transfer any Asset or otherwise
fails to comply with any provision of this Section, the Receiver may file ex parte an Affidavit of
Non-Compliance regarding the failure. Upon filing of the affidavit, the Court may authorize,
without additional process or demand, Writs of Possession or Sequestration or other equitable
writs requested by the Receiver. The writs shall authorize and direct the United States Marshals
Service or any sheriff or deputy sheriff of any county to seize the Asset, Document, or other item
and to deliver it to the Receiver.

XV
Provision of Information to the Receiver

It is further ordered that Defendants shall provide to the Receiver, immediately upon
request, the following: (1) a list of all Assets and property, including accounts, of the Corporate
Defendants that are held in any name other than the name of a Corporate Defendant, or by any
Person or entity other than a Corporate Defendant; and (2) a list of all agents, employees,
officers, servants or those persons in active concert and participation with the Individual
Defendants and Corporate Defendants who have been associated with or done business with the
Corporate Defendants.

XVI
Cooperation with the Receiver

It is further ordered that Defendants and Defendants’ officers, agents, employees, and
attorneys, and all other Persons in active concert or participation with any Defendant, who
receive actual notice of this Order, shall fully cooperate with and assist the Receiver in taking
and maintaining possession, custody, or control of the Assets of the Corporate Defendants. This
cooperation and assistance shall include, but not be limited to: (1) providing information to the
Receiver that the Receiver deems necessary in order to exercise the authority and discharge the
responsibilities of the Receiver under this Order; (2) providing any password required to access
any computer, electronic file, or telephonic data in any medium; (3) advising all Persons who

owe money to the Corporate Defendants that all debts should be paid directly to the Receiver;
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and (4) transferring funds at the Receiver’s direction and producing records related to the Assets
and sales of the Corporate Defendants.

The entities obligated to cooperate with the Receiver under this provision include, but are
not limited to, banks, broker-dealers, savings and loans, escrow agents, title companies,
commodity trading companies, precious metals dealers and any financial institutions and
depositories of any kind, payment processors, payment gateways, insurance companies, as well
as all third-party billing agents, common carriers, and other telecommunications companies.

XVII
Interference with the Receiver

It is further ordered that Defendants, Defendants’ officers, agents, employees, attorneys,
and all other persons in active concert or participation with any Defendant, who receive actual
notice of this Order, and their corporations, subsidiaries, divisions, or affiliates, are hereby
restrained and enjoined from directly or indirectly:

A. Interfering with the Receiver managing, or taking custody, control, or possession
of the Assets or Documents subject to this Receivership;

B. Transacting any of the business of the Corporate Defendants or any substantially
similar name;

C. Transferring, receiving, altering, selling, encumbering, pledging, assigning,
liquidating, or otherwise disposing of any Assets owned, controlled, or in the possession or
custody of, or in which an interest is held or claimed by, the Corporate Defendants, or the
Receiver;

D. Destroying, secreting, defacing, transferring, or otherwise altering or disposing of
any Documents of the Corporate Defendants, including, but not limited to, books, records,
accounts, or any other papers;

E. Excusing debts owed to the Corporate Defendants;

F. Refusing to cooperate with the Receiver or the Receiver’s duly authorized agents

in the exercise of their duties or authority under any order of this Court; and
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G. Harassing or interfering with the Receiver in any way.
XVIII
Stay of Actions Against Corporate Defendants

It is further ordered that except by leave of this Court, during pendency of the
Receivership ordered herein, Defendants, their Representatives, and all investors, creditors,
stockholders, lessors, customers and other persons seeking to establish or enforce any claim,
right, or interest against or on behalf of Defendants, and all others acting for or on behalf of such
persons, are hereby enjoined from taking action that would interfere with the exclusive
jurisdiction of this Court over the Assets or Documents of the Corporate Defendants, including,
but not limited to:

A. Petitioning, or assisting in the filing of a petition, that would cause any Corporate
Defendant to be placed in bankruptcy;

B. Commencing a judicial, administrative, or other action or proceeding against the
Corporate Defendants, including the issuance or employment of process against the Corporate
Defendants, except that such actions may be commenced if necessary to toll any applicable
statute of limitations;

C. Filing or enforcing any lien on any Asset of the Corporate Defendants; taking or
attempting to take possession, custody, or control of any Asset of the Corporate Defendants;
accelerating the due date of any obligation; or attempting to foreclose, forfeit, alter, or terminate
any interest in any Asset of the Corporate Defendants, whether such acts are part of a judicial
proceeding, are acts of self-help, or otherwise; or

D. Initiating any other process or proceeding that would interfere with the Receiver
managing or taking custody, control, or possession of, the Assets or Documents subject to this
receivership.

Provided that, this Order does not stay: (1) the commencement or continuation of a
criminal action or proceeding; (2) the commencement or continuation of an action or proceeding

by a governmental unit to enforce such governmental unit’s police or regulatory power; or (3) the

20



Case 1:17-cv-20848-DPG Document 4-2 Entered on FLSD Docket 03/06/2017 Page 21 of 28

enforcement of a judgment, other than a money judgment, obtained in an action or proceeding by
a governmental unit to enforce such governmental unit’s police or regulatory power.
XIX
Compensation of Receiver
It is further ordered that the Receiver and all personnel hired by the Receiver as herein
authorized, including counsel to the Receiver and accountants, are entitled to reasonable
compensation for the performance of duties pursuant to this Order and for the cost of actual out-
of-pocket expenses incurred by them, from the Assets now held by or in the possession or control
of or which may be received by the Corporate Defendants. The Receiver shall file with the
Court and serve on the parties periodic requests for the payment of such reasonable
compensation, with the first such request filed no more than sixty (60) days after the date of
entry of this Order. The Receiver shall not increase the hourly rates used as the bases for such
fee applications without prior approval of the Court.
XX
Receiver’s Bond
It is further ordered that the Receiver shall file with the Clerk of this Court a bond in

the sum of § , with sureties to be approved by the Court, conditioned that the

Receiver will well and truly perform the duties of the office and abide by and perform all acts the
Court directs. 28 U.S.C. § 754.
XXI
Immediate Production of Business Records

It is further ordered that the Corporate Defendants shall allow the FTC’s employees and
agents access to the Corporate Defendants’ business records to inspect and copy Documents in
preparation for the preliminary injunction hearing and to identify and locate assets.

The Corporate Defendants shall, within five (5) days of receiving notice of this Order
(except as required for immediate turnover under XXILF infra), produce to the FTC for

inspection, inventory, and copying, at a location designated by FTC, the following materials: (1)
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all customer information, including names, phone numbers, addresses, e-mail addresses,
customer complaints, and payment information for all consumers who have purchased Corporate
Defendants’ invention-promotion services; (2) all contracts; (3) any correspondence, including
electronic correspondence, that refers or relates to the Corporate Defendants’ invention-
promotion services; (4) an electronic copy of all advertisements for the Corporate Defendants’
invention-promotion services; and (5) accounting information, including profit and loss
statements, annual reports, receipt books, ledgers, personal and business canceled checks and
check registers, bank statements, appointment books, copies of federal, state or local business or
personal income or property tax returns, and 1099 forms. The FTC shall return any materials
produced pursuant to this Paragraph within seven (7) days of the Corporate Defendants’
production.
XXII

Immediate Access to Business Premises and Documents

It is further ordered that:

A. In order to allow the FTC and the Receiver to preserve Assets and evidence
relevant to this action and to expedite discovery, the FTC and the Receiver, and their
representatives, agents, contractors, and assistants, shall have immediate access to any and all
business premises, storage facilities, and all other business locations owned, controlled, or used
by the Corporate Defendants, including any premises where the Corporate Defendants conduct
business or store records. Such locations include, but are not limited to 2940 North Lincoln
Avenue, 2nd Fl., Chicago, IL 60657. The Receiver and the FTC, and their representatives,
agents, contractors, and assistants, are authorized to employ the assistance of the United States
Postal Inspection Service, the United States Marshals Service, police or sheriffs, and other
federal, state, or local law enforcement officers as they deem necessary to effect service and to
peacefully implement the provisions of this Order.

B. The Receiver may exclude Defendants and their employees from the business

premises during the immediate access.
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C. The Receiver and the FTC may inspect and copy Documents relevant to this
action. The Receiver and the FTC, and their representatives, agents, contractors, and assistants,
are authorized to remove Documents from the Corporate Defendants’ premises in order that they
may be inspected, inventoried, and copied. Documents so removed by the FTC shall be returned
to the Receiver within five (5) days of completing inventorying and copying.

D. The Receiver shall allow Defendants reasonable access to the premises and
business records of the Corporate Defendants within his possession for the purpose of inspecting
and copying materials relevant to this action. The Receiver shall have the discretion to
determine the time, manner, and reasonable conditions of such access.

E. Defendants and all agents or employees of Defendants shall provide the Receiver
and the FTC with any necessary means of access to Documents, including, without limitation,
the locations of Corporate Defendants’ business premises and storage facilities, keys and
computer access codes of all computers used to conduct Corporate Defendants’ business, cloud
and internet services access codes, and storage area access information.

F. If any Documents, computers, or electronic data storage devices containing
information related to the business practices or finances of a Corporate Defendant are at a
location other than the location listed in Subsection A of this Section, including a non-physical
location or the personal residence(s) of any Defendant, then, immediately upon notice of this
Order, Defendants shall produce to the Receiver all such Documents, computers, or electronic
data storage devices. This includes, without limitation, all Documents, computers, or electronic
data storage devices that were previously located at 1680 Meridian Ave, Suites 600-602, Miami
Beach, Florida 33139. In order to prevent the destruction of electronic data, upon service of this
Order upon Corporate Defendant(s), any computers or electronic data storage devices containing
such information shall be powered down (turned off) in the normal course for the operating

systems.
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XXIII
Expedited Discovery

It is further ordered that, notwithstanding the time periods, notice provisions, and other
requirements of Rules 26(d), 26(f), and 30(a)(2)(c) of the Federal Rules of Civil Procedure, and
pursuant to Federal Rules of Civil Procedure 30(a), 34, and 45, the Receiver and the FTC are
granted leave, at any time after entry of this Order, to conduct limited expedited discovery as to
parties and non-parties for the purpose of discovering: (1) the nature, location, status, and extent
of Defendants’ Assets; (2) the nature and location of Documents reflecting Defendants’
businesses, business transactions, and operations; and (3) the location of any premises where
Defendants, or through any third party, conduct business operations and /or Defendants’
whereabouts. The limited expedited discovery set forth in this Section shall proceed as follows:

A. The Receiver and the FTC may take the depositions of parties and their officers,
agents, servants, employees, and attorneys, who have been served with copies of this Order.
Twenty-four (24) hours’ notice shall be sufficient notice for such depositions. The Receiver and
the FTC may also take the depositions of any other non-parties on forty-eight (48) hours’ notice.
Deposition transcripts that have not been signed by the witness may be used at the preliminary
injunction hearing in this matter. The limitations set forth in Federal Rule of Civil Procedure
30(a)(2) and 31(a)(2) regarding subsequent depositions of an individual shall not apply to
depositions taken pursuant to this Section, and those depositions shall not count toward the
deposition limit set forth in said rules;

B. The Receiver and the FTC may serve upon parties and their officers, agents,
servants, employees, and attorneys, who have been served with copies of this Order, requests for
production of Documents or inspection that require production or inspection within twenty-four
(24) hours of service, and may serve subpoenas upon any other non-party that direct production

or inspection within five (5) calendar days of service;
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C. The Receiver and the FTC may serve deposition notices and other discovery
requests upon the parties to this action by facsimile or overnight courier, and depositions may be
taken by telephone, video conference, or other remote electronic means; and

D. Any discovery taken pursuant to this Order is in addition to, and is not subject to,
the presumptive limits on discovery set forth in the Federal Rules of Civil Procedure and Local
Rules of this Court.

XXIV
Service on Financial Institutions, Entities or Persons

It is further ordered that copies of this Order and the initial pleadings filed in this case
may be served upon any financial institution or other entity or Person that may have possession,
custody, or control of any Documents or Assets of any Defendant, or that may otherwise be
subject to any provision of this Order, by FTC employees, by employees of any other law
enforcement agency, by agents of the FTC or by agents of any process service retained by the
FTC. This Order and the initial pleadings filed in this matter may be served upon any financial
institution or other entity or Person that may have possession, custody, or control of any
Documents or Assets of any Defendant, or that may otherwise be subject to any provision of this
Order, by any means, including facsimile transmission, e-mail, and overnight delivery service.
Service upon any branch or office of any financial institution shall effect service upon the entire
financial institution.

XXV
Correspondence with the FTC

It is further ordered that all correspondence and service of pleadings or other

Documents related to this Order or the FTC’s motion for a preliminary injunction shall be

addressed to:

Colleen Robbins

James Evans

Jody Goodman

Federal Trade Commission
600 Pennsylvania Ave., NW
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Mailstop CC-8528

Washington, DC 20580

Fax: 202-326-3395

Email: crobbins@ftc.gov; jevans@ftc.gov; jgoodmanl @ftc.gov

XXVI
Defendants’ Duty to Distribute Order
It is further ordered that Defendants shall immediately provide a copy of this Order to
each of their affiliates, subsidiaries, divisions, sales entities, successors, assigns, officers,
directors, employees, independent contractors, client companies, agents, attorneys, spouses, and
representatives, and shall, within three (3) days from the date of entry of this Order, provide the
FTC with a sworn statement that: (1) confirms that Defendants have provided copies of the
Order as required by this paragraph; and (2) lists the names and addresses of each entity or
Person to whom Defendants provided a copy of the Order. Furthermore, Defendants shall not
take any action that would encourage officers, agents, directors, employees, salespersons,
independent contractors, attorneys, subsidiaries, affiliates, successors, assigns or other Persons or
entities in active concert or participation with them to disregard this Order or believe that they
are not bound by its provisions.
XXVII
Duration of Temporary Restraining Order
It is further ordered that except as ordered by this Court, this Temporary Restraining
Order shall expire within fourteen (14) days from the date of entry, as computed by Rule 6 of the
Federal Rules of Civil Procedure, unless within such time, the Order, for good cause shown, is
extended for an additional period not to exceed fourteen (14) days, or unless it is further
extended pursuant to Federal Rule of Civil Procedure 65 or by stipulation.
XXVIII
Order to Show Cause Hearing Regarding Preliminary Injunction
It is further ordered that each Defendant shallr appear before this Court in courtroom
____at the United States Court for the Southern District of Florida, located at

onthe dayof ,2017 at
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o’clock  .m., to show cause, if there is any, why this Court should not enter a Preliminary
Injunction enjoining the violations of law alleged in the FTC’s Complaint, continuing the freeze
of their Assets, continuing the receivership, and imposing such additional relief as may be
appropriate pending final adjudication of the Complaint filed in this matter.
XXIX
Briefs and Affidavits Concerning Preliminary Injunction

It is further ordered that:

A. Defendants shall file with the Court and serve on the Commission’s counsel all
memoranda, affidavits, declarations, and other evidence on which they intend to rely at the
preliminary injunction hearing set in Section XX VIII no later than four (4) days before the date
of the hearing. The FTC may file responsive or supplemental pleadings, materials, affidavits, or
memoranda with the Court and serve the same on Defendants no later than one (1) day prior to
the preliminary injunction hearing.

Provided that service shall be performed by personal or overnight delivery, facsimile or
electronic mail, and Documents shall be delivered so that they shall be received by the other
parties no later than 4:00 p.m. (Eastern Time Zone) on the appropriate dates set forth in this
Paragraph;

B. The question of whether this Court should enter a preliminary injunction pursuant
to Rule 65 of the Federal Rules of Civil Procedure shall be resolved on the pleadings,
declarations, exhibits, and memoranda filed by, and oral argument of, the parties.

C. Live testimony shall be heard only on further order of this Court on motion
filed with the Court and served on counsel for the other parties at least three (3) days prior to the
preliminary injunction hearing in this matter. Such motion shall set forth the name, address, and
telephone number of each proposed witness, a detailed summary or affidavit disclosing the
substance of each proposed witness’s testimony, and an explanation of why the taking of live

testimony would be helpful to the Court. Any papers opposing a timely motion to present live
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testimony shall be filed with this Court and served on the other parties at least two (2) days prior
to the preliminary injunction hearing in this matter.

D. Provided that service shall be performed by the Case Management/Electronic
Case Files (CM/ECF) system, personal or overnight delivery, or electronic mail, and all
Documents shall be delivered so that they shall be received by the other parties no later than 4:00
p.m. on the appropriate dates set forth in this Section.

XXX
Retention of Jurisdiction
It is further ordered that this Court shall retain jurisdiction of this matter for all

purposes.

Done and ordered in Chambers at Miami, Florida, this ___ day of , 2017.

United States District Judge
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BACKGROUND INFORMATION

item 1. Information About You

Full Name

Social Security No.

Current Address of Primary Residence

Driver's License No. State Issued

Phone Numbers Date of Birth: [
Home: { ) . (mm/dd/yyyy)
Fax: ( ) Place of Birth
CRent [JOwn From (Date): I E-Mail Address
(mm/dd/yyyy)
Internet Home Page
Previous Addresses for past five years (if required, use additional pages at end of form)
Address From: [ [/ Until:  /  /
(mm/dd/yyyy) (mm/dd/yyyy)

[ORrent [Jown
Address From: [ [/ until: /[ /

[Orent [Jown
Address From: /[ [ Until:  / /

[:IRent DOwn
Identify any other name(s) and/or social security number(s) you have used, and the time period(s) during which they
were used:
Item 2. Information About Your Spouse or Live-In Companion
Spouse/Companion's Name Social Security No. Date of Birth

ro
(mm/dd/yyyy)
Address (if different from yours) Phone Number Place of Birth
)

(
[IrRent [CJown

From (Date): [
(mm/dd/yyyy)

Identify any other name(s) and/or social security number(s) you have used, and the time period(s) during which they were used:

Employer's Name and Address

Job Title

Years in Present Job Annual Gross Salary/Wages

$

item 3. Information About Your Previous Spouse

Name and Address

Social Security No.

Date of Birth
{1
(mm/dd/yyyy)

Item 4. Contact Information (name and address of closest living relative other than your spouse)

Name and Address

Phone Number

« )

Initials:
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item 5. Information About Dependents (whether or not they reside with you)

Name and Address Social Security No. Date of Rirth
[
(mm/dd/yyyy)
Relationship
Name and Address Social Security No. Date of Birth
[
(mm/ddivyyy)
Relationship
Name and Address Social Security No. Dat(/a of Ehrth
(mm/dd/yyyy)
Relationship
Name and Address Social Security No. Dat(/a of I?wth
(mm/dd/yyyy)

Relationship

Item 6. Employment Information/Employment Income
Provide the following information for this year-to-date and for each of the previous five full years, for each business entity of which you were a director,
officer, member, partner, employee (including self-employment), agent, owner, shareholder, contractor, participant or consultant at any time during that
period. “Income” includes, but is not limited to, any salary, commissions, distributions, draws, consulting fees, loans, loan payments, dividends,
royalties, and benefits for which you did not pay (e.g., health insurance premiums, automobile lease or loan payments) received by you or anyone else

on your behalf.

Company Name and Address Dates Employed Income Received: This year to date
Year Income
From (Month/Year) To (Month/Year)
/ / 20 $
Ownership Interest? [J Yes [J No $
Positions Held From (Month/Year) To (Month/Year) $
/ / $
/ / $
/ / $
Company Name and Address Dates Employed income Received: This year to date
Year Income
From (Month/Year) To (Month/Year)
/ / 20 $
Ownership Interest? [ Yes [] No $
Positions Held From (Month/Year) To (Month/Year) $
/ / $
/ / $
/ / $
Company Name and Address Dates Employed Income Received: This year to date
Year Income
From (Month/Year) To (Month/Year)
/ / 20 $
Ownership Interest? [] Yes [J No $
Positions Held From (Month/Year) To (Month/Year) $
/ / $
/ / $
/ / $
Initials:
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Item 7. Pending Lawsuits Filed By or Against You or Your Spouse

List all pending lawsuits that have been filed by or against you or your spouse in any court or before an administrative agency in the United States orin
any foreign country or territory. Note: At ltem 12, list lawsuits that resulted in final judgments or settlements in your favor. At ltem 21, list lawsuits that
resulted in final judgments or settlements against you.

Nature of Status or

Caption of Proceeding Court or Agency and Location Case No. Proceeding Relief Requested Disposition

Item 8. Safe Deposit Boxes
List all safe deposit boxes, located within the United States or in any foreign country or territory, whether held individually or jointly and whether held by
you, your spouse, or any of your dependents, or held by others for the benefit of you, your spouse, or any of your dependents.

Name of Owner(s) Name & Address of Depository Institution Box No. Contents
Initials:
30f10 Federal Trade Commission Financial Statement of Individual Defendant
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FINANCIAL INFORMATION
REMINDER: When an item asks for information regarding your “assets” and “iabilities” include ALL assets and liabilities, located within
the United States or in any foreign country or territory, or institution, whether held individually or jointly, and whether held by you, your
spouse, or any of your dependents, or held by others for the benefit of you, your spouse, or any of your dependents. In addition, provide
all documents requested in ltem 24 with your completed Financial Statement.

ASSETS

ltem 9. Cash, Bank, and Money Market Accounts

List cash on hand (as opposed to cash in bank accounts or other financial accounts) and afl bank accounts, money market accounts, or other financial
accounts, including but not limited to checking accounts, savings actounts, and certificates of deposit. The term “cash on hand” includes but is not
limited to cash in the form of currency, uncashed checks, and money orders.

a. Amount of Cash on Hand $ Form of Cash on Hand
b. Name on Account Name & Address of Financial Institution Account No. Current Balance
$
$
$
$
$

Item 10. Publicly Traded Securities
List all publicly traded securities, including but not limited to, stocks, stock options, corporate bonds, mutual funds, U.S. government securities (including
but not limited to treasury bills and treasury notes), and state and municipal bonds. Also list any U.S. savings bonds.

Owner of Security Issuer Type of Security No. of Units Owned
Broker House, Address Broker Account No.

Current Fair Market Value Loan(s) Against Security

$ $
Owner of Security Issuer Type of Security No. of Units Owned
Broker House, Address Broker Account No.

Current Fair Market Value Loan(s) Against Security

$ $
Owner of Security Issuer Type of Security No. of Units Owned
Broker House, Address Broker Account No.

Current Fair Market Value Loan(s) Against Security

$ $

Initials:
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corporation, and oil or mineral lease.

Iitem 11. Non-Public Business and Financial Interests
List alt non-public business and financial interests, including but not
liability corporation (“LLC"), general or limited partnership, joint vent:

limited to any interest in a non-public corporation, subchapter-
ure, sole proprietorship, international business corporation or personal investment

S corporation, limited

Entity’s Name & Address

Type of Business or Financial
interest (e.g., LLC, partnership)

Owner

(e.g., self, spouse) %

Ownership

If Officer, Director, Member
or Partner, Exact Titie

ftem 12. Amounts Owed to You, Your

Spouse, or Your Dependents

Debtor's Name & Address

Date Obligation
Incurred (Month/Year)
/

Original Amount Owed
$

Current Amount Owed

$

Payment Schedule

$

Debtor’'s Telephone

Debtor's Relationship to You

Nature of Obligation (if the result of a final court
judgment or settlement, provide court name

and docket number)

Debtor's Name & Address

Date Obligation
Incurred (Month/Year)
/

Original Amount Owed

$

Current Amount Owed

$

Payment Schedule

$

Debtor's Telephone

Debtor’s Relationship to You

Nature of Obligation (if the result of a final court
judgment or settlement, provide court name

and docket number)

Item 13. Life Insurance Policies

List all life insurance policies (including endowment policies) with any cash surrender value.

Insurance Company’s Name, Address, & Telephone No. Beneficiary Policy No. Face Value
$
Insured Loans Against Policy | Surrender Value
$ $
Insurance Company’s Name, Address, & Telephone No. Beneficiary Policy No. Face Value
$
Insured Loans Against Policy | Surrender Value
$ $

Iitem 14. Deferred Income Arrangements
List all deferred income arrangements, including but not limited to, deferred annuities, pensions plans, profit-sharing plans, 401(
other retirement accounts, and college savings plans (e.g., 529 Plans).

k) plans, IRAs, Keoghs,

Trustee or Administrator's Name, Address & Telephone No. Name on Account Account No.
Date Established Type of Plan Surrender Value before
ro Taxes and Penalties
(mm/dd/yyyy) $
Trustee or Administrator's Name, Address & Telephone No. Name on Account Account No.
Date Established Type of Plan Surrender Value before
[ Taxes and Penalties
$

Initials:
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Item 15. Pending Insurance Payments or Inheritances

List any pending insurance payments or inheritances owed to you.

Type

Amount Expected

Date Expected (mm/dd/yyyy)

$

ro

I

o

Item 16. Vehicles
List all cars, trucks, motorcycles, boats, airplanes, and other vehicles.

Vehicle Type Year Registered Owner's Name Purchase Price Original Loan Amount | Current Balance
$ $ $
Make Registration State & No. Account/Loan No. Current Value Monthly Payment
$ $
Model Address of Vehicle’s Location Lender's Name and Address
Vehicle Type Year Registered Owner’'s Name Purchase Price Original Loan Amount | Current Balance
$ $ $
Make Registration State & No. Account/Loan No. Current Value Monthly Payment
$ $
Model Address of Vehicle's Location Lender's Name and Address
Vehicle Type Year Registered Owner's Name Purchase Price Original Loan Amount Current Balance
$ $ $
Make Registration State & No. Account/Loan No. Current Value Monthly Payment
$ $
Model Address of Vehicle's Location Lender's Name and Address
Vehicle Type Year Registered Owner's Name Purchase Price Original Loan Amount Current Balance
$ $ $
Make Registration State & No. Account/Loan No. Current Value Monthly Payment
$ $
Model Address of Vehicle’s Location Lender's Name and Address

Item 17. Other Personal Property
List all other personal property not listed in ltems 9-16 by category, whether held for personal use, investment or any other reason, including but not
limited to coins, stamps, artwork, gemstones, jeweiry, bullion, other collectibles, copyrights, patents, and other intellectual property.

Property Category
(e.g., artwork, jewelry)

Name of Owner

Property Location

Acquisition Cost

Current Value

$ $
$ $
$ $

Initials:
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Item 18. Real Property
List alt reat property interests (includi

ng any land contract)

Property’s Location

Type of Property

Name(s) on Title or Contract and Ownership Percentages

Acquisition Date (mm/dd/yyyy)
/)

Purchase Price

$

Current Value

$

Basis of Valuation

Lenders Name and Address

Loan or Account No.

Current Balance On First Mortgage or
Contract

$
Monthly Payment
$
Other Mortgage Loan(s) (describe) Monthly Payment [ Rental Unit
$
Current Balance Monthly Rent Received
$ $

Property's Location

Type of Property

Name(s) on Title or Contract and Ownership Percentages

Acquisition Date (mm/dd/yyyy)
[

Purchase Price

$

Current Value

$

Basis of Valuation

Lender's Name and Address

Loan or Account No.

Current Balance On First Mortgage or
Contract

$
Monthly Payment
$
Other Mortgage Loan(s) (describe) Monthly Payment [ Rental Unit
$
Current Balance Monthly Rent Received
$ $

LIABILITIES

Item 19. Credit Cards

List each credit card account held by you, your spouse, or your dependents, and any other credit cards that you, your spouse, or your dependents use,
whether issued by a United States or foreign financial institution.

Name of Credit Card (e.g., Visa,
MasterCard, Department Store)

Account No.

Name(s) on Account

Current Balance

L | (N s

Item 20. Taxes Payable

List all taxes, such as income taxes or real estate taxes, owed by you, your spouse, or your dependents.

Type of Tax Amount Owed Year incurred
$
$
$
initials:
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item 21. Other Amounts Owed by You, Your Spouse, or Your Dependents
List all other amounts, not listed eisewhere in this financial statement, owed by you, your spouse, or your dependents.

Lender/Creditor's Name, Address, and Telephone No. | Nature of Debt (if the result of a court judgment or settlement, provide court name and docket
number)

Lender/Creditor’s Relationship to You

Dat/e Liz?bility Was Incurred Original Amount Owed Current Amount Owed Payment Schedule

(mm/ddlyyyy) $ $

Lender/Creditor's Name, Address, and Telephone No. | Nature of Debt (if the result of a court judgment or settlement, provide court name and docket
number)

Lender/Creditor’s Relationship to You

Date Liability Was Incurred
I

(mm/dd/yyyy)

Original Amount Owed Current Amount Owed Payment Schedule

$ $

OTHER FINANCIAL INFORMATION

Item 22. Trusts and Escrows

List all funds and other assets that are being held in trust or escrow by any person or entity for you, your spouse, or your dependents. Include any legal
retainers being held on your behalf by legal counsel. Also list all funds or other assets that are being held in trust or escrow by you, your spouse, or your
dependents, for any person or entity.

Trustee or Escrow Agent's Name & Address Date Established Grantor Beneficiaries Present Market Value of Assets*
(mm/dd/yyyy)
[ $
I $
I $

*If the market value of any asset is unknown, describe the asset and state its cost, if you know it.

Item 23. Transfers of Assets

List each person or entity to whom you have transferred, in the aggregate, more than $5,000 in funds or other assets during the previous five years by
loan, gift, sale, or other transfer (exclude ordinary and necessary living and business expenses paid to unrelated third parties). For each such person or
entity, state the total amount transferred during that period.

, . . N Transfer Date Type of Transfer
Transferee’s Name, Address, & Relationship Property Transferred Aggregate Value (mm/dd/yyyy) (e.g., Loan, Gift)
$ /A
$ ro
$ I
*If the market value of any asset is unknown, describe the asset and state its cost, if you know it.
Initials:
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Item 24. Document Requests
Provide copies of the following documents with your completed Financia! Statement.

Federal tax returns filed during the last three years by or on behalf of you, your spouse, or your dependents.

All applications for bank loans or other extensions of credit (other than credit cards) that you, your spouse, or your
dependents have submitted within the last two years, including by obtaining copies from lenders if necessary.

item 9 For each bank account listed in ltem 9, all account statements for the past 3 years.

For each business entity listed in item 11, provide (including by causing to be generated from accounting records) the
most recent balance sheet, tax return, annual income statement, the most recent year-to-date income statement, and all
general ledger files from account records.

ltem 11

All appraisals that have been prepared for any property listed in Item 17, including appraisals done for insurance
purposes. You may exclude any category of property where the total appraised value of all property in that category is
less than $2,000.

ltem 17

Item 18 All appraisals that have been prepared for real property listed in Item 18.

Iltem 21 Documentation for all debts listed in ltem 21.

All executed documents for any trust or escrow listed in Item 22. Also provide any appraisals, including insurance

ltem 24 appraisals that have been done for any assets held by any such trust or in any such escrow.

SUMMARY FINANCIAL SCHEDULES

ltem 25. Combined Balance Sheet for You, Your Spouse, and Your Dependents

Assets Liabilities
Cash on Hand (ltem 9) $ Loans Against Publicly Traded Securities (Item 10) $
Funds Held in Financial Institutions (ltem 9) $ Vehicles - Liens (Item 16) $
U.S. Government Securities (ltem 10) $ Real Property — Encumbrances (Item 18) $
Publicly Traded Securities (Item 10) $ Credit Cards (Item 19) $
Non-Public Business and Financial Interests (item 11) | § Taxes Payable (item 20) $
Amounts Owed to You (ltem 12) $ Amounts Owed by You (ltem 21) $
Life Insurance Policies (item 13) $ Other Liabilities {Itemize)
Deferred Income Arrangements (Item 14) $ $
Vehicles (Item 16) $ $
Other Personal Property (ltem 17) $ $
Real Property (Item 18) $ $
Other Assets (Itemize) $
$ $
$ $
$ $
Total Assets | $ Total Liabilities $

item 26. Combined Current Monthly Income and Expenses for You, Your Spouse, and Your Dependents
Provide the current monthly income and expenses for you, your spouse, and your dependents. Do not include credit card payments separately; rather,
include credit card expenditures in the appropriate categories.

Income (State source of each item) Expenses
Salary - After Taxes Mortgage or Rental Payments for Residence(s)
Source: $
Fees, Commissions, and Royalties Property Taxes for Residence(s)
Source: $
Interest Rental Property Expenses, Including Mortgage Payments, Taxes,
Source: and Insurance $
Dividends and Capital Gains Car or Other Vehicle Lease or Loan Payments
Source: $
Gross Rental Income Food Expenses
Source: $
Profits from Sole Proprietorships Clothing Expenses
Source: $
Distributions from Partnerships, S-Corporations, Utilities
and LLCs $
Source:
Initials:
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Item 27. Combined Current Monthly Income and Expenses for You, Your Spouse, and Your Dependents (cont.)

Distributions from Trusts and Estates Medical Expenses, Including Insurance
Source: $ $
Distributions from Deferred Income Arrangements Other Insurance Premiums
Source: § | $
Social Security Payments $ Other Transportation Expenses $
Alimony/Child Support Received $ Other Expenses (Itemize)
Gambling Income $ $
Other Income (ltemize) $
$ $
$ $
$ $
Total Income | § Total Expenses $

ATTACHMENTS

item 28. Documents Attached to this Financial Statement
List all documents that are being submitted with this financial staternent.

item No. Document Relates To Description of Document

| am submitting this financial statement with the understanding that it may affect action by the Federal Trade
Commission or a federal court. | have used my best efforts to obtain the information requested in this statement. The
responses | have provided to the items above are true and contain all the requested facts and information of which | have
notice or knowledge. | have provided all requested documents in my custody, possession, or control. | know of the
penalties for false statements under 18 U.S.C. § 1001, 18 U.S.C. § 1621, and 18 U.S.C. § 1623 (five years imprisonment
and/or fines). | certify under penalty of perjury under the laws of the United States that the foregoing is true and correct.

Executed on:

(Date) Signature

10 of 10 Federal Trade Commission Financial Statement of Individual Defendant
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FEDERAL TRADE COMMISSION

FINANCIAL STATEMENT OF CORPORATE DEFENDANT

Instructions:

1. Complete all items. Enter “None” or "N/A" (*Not Applicable”) where appropriate. If you cannot fully answer a
question, explain why.

2. The font size within each field will adjust automatically as you type to accommodate longer responses.

3. In completing this financial statement, “the corporation” refers not only to this corporation but also to each of its
predecessors that are not named defendants in this action.

4. When an Item asks for information about assets or liabilities “held by the corporation,” include ALL such assets
and liabilities, located within the United States or elsewhere, held by the corporation or held by others for the
benefit of the corporation.

5. Attach continuation pages as needed. On the financial statement, state next to the Item number that the Item is
being continued. On the continuation page(s), identify the Item number being continued.

6. Type or print legibly.

7. An officer of the corporation must sign and date the completed financial statement on the last page and initial
each page in the space provided in the lower right corner.

Penalty for False Information:
Federal law provides that any person may be imprisoned for not more than five years, fined, or both, if such person:

(1) “in any matter within the jurisdiction of any department or agency of the United States knowingly and
willfully falsifies, conceals or covers up by any trick, scheme, or device a material fact, or makes any false,
fictitious or fraudulent statements or representations, or makes or uses any false writing or document knowing the
same to contain any false, fictitious or fraudulent statement or entry” (18 U.S.C. § 1001);

(2) “in any . . . statement under penalty of perjury as permitted under section 1746 of title 28, United States Code,
willfully subscribes as true any material matter which he does not believe to be true” (18 U.S.C. § 1621); or

(3) “in any (. . . statement under penalty of perjury as permitted under section 1746 of title 28, United States
Code) in any proceeding before or ancillary to any court or grand jury of the United States knowingly makes any
false material declaration or makes or uses any other information . . . knowing the same to contain any false
material declaration.” (18 U.S.C. § 1623)

For a felony conviction under the provisions cited above, federal law provides that the fine may be not more than the
greater of (i) $250,000 for an individual or $500,000 for a corporation, or (ii) if the felony results in pecuniary gain to any
person or pecuniary loss to any person other than the defendant, the greater of twice the gross gain or twice the gross loss.
18 U.S.C. § 3571.
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BACKGROUND INFORMATION

Item 1. General Information

Corporation’s Full Name

Primary Business Address From (Date)
Telephone No. Fax No.
E-Mail Address Internet Home Page

All other current addresses & previous addresses for past five years, including post office boxes and mail drops:

Address From/Until
Address From/Until
Address From/Until

All predecessor companies for past five years:

Name & Address From/Until
Name & Address From/Until
Name & Address From/Until
Item 2. Legal Information

Federal Taxpayer ID No. State & Date of Incorporation

State Tax ID No. State Profit or Not For Profit
Corporation’s Present Status: Active Inactive Dissolved

If Dissolved: Date dissolved By Whom

Reasons

Fiscal Year-End (Mo./Day) Corporation’s Business Activities

Item 3. Registered Agent

Name of Registered Agent

Address Telephone No.

Page 2 Initials
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Item 4. Principal Stockholders

List all persons and entities that own at least 5% of the corporation’s stock.

Name & Address % Owned

Item 5. Board Members

List all members of the corporation’s Board of Directors.

Name & Address % Owned Term (From/Until)

Item 6. Officers

List all of the corporation’s officers, including de facto officers (individuals with significant management responsibility
whose titles do not reflect the nature of their positions).

Name & Address % Owned

Page 3 Initials
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Item 7. Businesses Related to the Corporation

List all corporations, partnerships, and other business entities in which this corporation has an ownership interest.

Name & Address Business Activities % Owned

State which of these businesses, if any, has ever transacted business with the corporation

Item 8. Businesses Related to Individuals

List all corporations, partnerships, and other business entities in which the corporation’s principal stockholders, board
members, or officers (i.e., the individuals listed in Items 4 - 6 above) have an ownership interest.

Individual’s Name Business Name & Address Business Activities % Owned

State which of these businesses, if any, have ever transacted business with the corporation

Item 9. Related Individuals
List all related individuals with whom the corporation has had any business transactions during the three previous fiscal

years and current fiscal year-to-date. A “related individual” is a spouse, sibling, parent, or child of the principal
stockholders, board members, and officers (i.e., the individuals listed in Items 4 - 6 above).

Name and Address Relationship Business Activities

Page 4 Initials
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Item 10. Outside Accountants

List all outside accountants retained by the corporation during the last three years.

Name Firm Name Address CPA/PA?

Item 11. Corporation’s Recordkeeping

List all individuals within the corporation with responsibility for keeping the corporation’s financial books and records for
the last three years.

Name, Address, & Telephone Number Position(s) Held

Item 12. Attorneys

List all attorneys retained by the corporation during the last three years.

Name Firm Name Address

Page 5 ' Initials
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Item 13. Pending Lawsuits Filed by the Corporation

List all pending lawsuits that have been filed by the corporation in court or before an administrative agency. (List
lawsuits that resulted in final judgments or settlements in favor of the corporation in Item 25).

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address
Docket No. Relief Requested Nature of Lawsuit
Status
Page 6 Initials _
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Item 14, Current Lawsuits Filed Against the Corporation

List all pending lawsuits that have been filed against the corporation in court or before an administrative agency. (List
lawsuits that resulted in final judgments, settlements, or orders in Items 26 - 27).

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit

Status

Page 7 Initials
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Item 15. Bankruptcy Information

List all state insolvency and federal bankruptcy proceedings involving the corporation.

Commencement Date Termination Date Docket No.
If State Court: Court & County If Federal Court: District
Disposition

Item 16. Safe Deposit Boxes

List all safe deposit boxes, located within the United States or elsewhere, held by the corporation, or held by others for the
benefit of the corporation. On a separate page, describe the contents of each box.

Owner’s Name Name & Address of Depository Institution Box No.

FINANCIAL INFORMATION

REMINDER: When an Item asks for information about assets or liabilities “held by the corporation,” include
ALL such assets and liabilities, located within the United States or elsewhere, held by the corporation or held by
others for the benefit of the corporation.

Item 17. Tax Returns

List all federal and state corporate tax returns filed for the last three complete fiscal years. Attach copies of all returns.

Federal/ Tax Year Tax Due Tax Paid Tax Due Tax Paid Preparer’s Name
State/Both Federal Federal State State
$ $ $ $
$ $ $ $
$ $ $ $
Page 8 Initials _
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Item 18. Financial Statements

List all financial statements that were prepared for the corporation’s last three complete fiscal years and for the current
fiscal year-to-date. Attach copies of all statements, providing audited statements if available.

Year Balance Sheet  Profit & Loss Statement Cash Flow Statement Changes in Owner’s Equity Audited?

Item 19. Financial Summary

For each of the last three complete fiscal years and for the current fiscal year-to-date for which the corporation has not
provided a profit and loss statement in accordance with Item 18 above, provide the following summary financial
information.

Current Year-to-Date 1 Year Ago 2 Years Ago 3 Years Ago

Gross Revenue

Expenses
Net Profit After Taxes

Payables

Lo N R - R ]

Receivables

Item 20. Cash, Bank, and Money Market Accounts

List cash and all bank and money market accounts, including but not limited to, checking accounts, savings accounts, and
certificates of deposit, held by the corporation. The term “cash” includes currency and uncashed checks.

Cash on Hand $ Cash Held for the Corporation’s Benefit $

Name & Address of Financial Institution Signator(s) on Account Account No. Current
Balance

$

$

$

$
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Item 21. Government Obligations and Publicly Traded Securities

List all U.S. Government obligations, including but not limited to, savings bonds, treasury bills, or treasury notes, held by
the corporation. Also list all publicly traded securities, including but not limited to, stocks, stock options, registered and
bearer bonds, state and municipal bonds, and mutual funds, held by the corporation.

Issuer Type of Security/Obligation

No. of Units Owned Current Fair Market Value $ Maturity Date
Issuer Type of Security/Obligation

No. of Units Owned Current Fair Market Value $ Maturity Date
Item 22. Real Estate

List all real estate, including leaseholds in excess of five years, held by the corporation.

Type of Property Property’s Location

Name(s) on Title and Ownership Percentages

Current Value $ Loan or Account No.

Lender’s Name and Address

Current Balance On First Mortgage $ Monthly Payment $

Other Loan(s) (describe) Current Balance $
Monthly Payment $ Rental Unit? Monthly Rent Received $
Type of Property Property’s Location

Name(s) on Title and Ownership Percentages

Current Value $ Loan or Account No.

Lender’s Name and Address

Current Balance On First Mortgage $ Monthly Payment §

Other Loan(s) (describe) Current Balance $

Monthly Payment § Rental Unit? Monthly Rent Received §
Page 10 Initials _
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Item 23. Other Assets

List all other property, by category, with an estimated value of $2,500 or more, held by the corporation, including but not
limited to, inventory, machinery, equipment, furniture, vehicles, customer lists, computer software, patents, and other
intellectual property.

Property Category Property Location Acquisition Current
Cost Value

$ $

$ $

$ $

$ $

$ $

$ $

$ $

$ $

$ $

Item 24. Trusts and Escrows

List all persons and other entities holding funds or other assets that are in escrow or in trust for the corporation.

Trustee or Escrow Agent’s Description and Location of Assets Present Market
Name & Address Value of Assets

$

$

$

$

$

$

$
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Item 25. Monetary Judgments and Settlements Owed To the Corporation
List all monetary judgments and settlements, recorded and unrecorded, owed to the corporation.

Opposing Party’s Name & Address

Court’s Name & Address Docket No.

Nature of Lawsuit Date of Judgment Amount $

Opposing Party’s Name & Address

Court’s Name & Address__ Docket No.
Nature of Lawsuit Date of Judgment Amount $
Item 26. Monetary Judgments and Settlements Owed By the Corporation

List all monetary judgments and settlements, recorded and unrecorded, owed by the corporation.

Opposing Party’s Name & Address

Court’s Name & Address Docket No.

Nature of Lawsuit Date Amount $

Opposing Party’s Name & Address

Court’s Name & Address Docket No.

Nature of Lawsuit Date of Judgment Amount $

Opposing Party’s Name & Address

Court’s Name & Address Docket No.

Nature of Lawsuit Date of Judgment Amount $

Opposing Party’s Name & Address

Court’s Name & Address Docket No.

Nature of Lawsuit Date of Judgment Amount $

Opposing Party’s Name & Address

Court’s Name & Address Docket No.
Nature of Lawsuit Date of Judgment Amount §
Page 12 Initials
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Item 27. Government Orders and Settlements

List all existing orders and settlements between the corporation and any federal or state government entities.

Name of Agency Contact Person

Address Telephone No.
Agreement Date Nature of Agreement

Item 28. Credit Cards

List all of the corporation’s credit cards and store charge accounts and the individuals authorized to use them.

Name of Credit Card or Store Names of Authorized Users and Positions Held

Item 29. Compensation of Employees

List all compensation and other benefits received from the corporation by the five most highly compensated employees,
independent contractors, and consultants (other than those individuals listed in Items S and 6 above), for the two previous
fiscal years and current fiscal year-to-date. “Compensation” includes, but is not limited to, salaries, commissions,
consulting fees, bonuses, dividends, distributions, royalties, pensions, and profit sharing plans. “Other benefits” include,
but are not limited to, loans, loan payments, rent, car payments, and insurance premiums, whether paid directly to the
individuals, or paid to others on their behalf.

Name/Position Current Fiscal 1 Year Ago 2 Years Ago Compensation or
Year-to-Date Type of Benefits
$ $ $
$ $ $
$ $ $
$ $ $
$ $ $
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Item 30. Compensation of Board Members and Officers

List all compensation and other benefits received from the corporation by each person listed in Items 5 and 6, for the
current fiscal year-to-date and the two previous fiscal years. “Compensation” includes, but is not limited to, salaries,
commissions, consulting fees, dividends, distributions, royalties, pensions, and profit sharing plans. “Other benefits”
include, but are not limited to, loans, loan payments, rent, car payments, and insurance premiums, whether paid directly to
the individuals, or paid to others on their behalf.

Name/Position Current Fiscal 1 Year Ago 2 Years Ago Compensation or
Year-to-Date Type of Benefits

$ $ $

$ $ $

$ $ $

$ $ $

$ $ $

$ $ $

$ $ $

$ $ $

Item 31. Transfers of Assets Including Cash and Property

List all transfers of assets over $2,500 made by the corporation, other than in the ordinary course of business, during the
previous three years, by loan, gift, sale, or other transfer.

Transferee’s Name, Address, & Relationship Property Aggregate Transfer Type of Transfer
Transferred Value Date (e.g.. Loan, Gift)
$
$
$
$
$
Page 14 Initials
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Item 32. Documents Attached to the Financial Statement

List all documents that are being submitted with the financial statement.

Item No. Document  Description of Document
Relates To

I am submitting this financial statement with the understanding that it may affect action by the Federal Trade
Commission or a federal court. I have used my best efforts to obtain the information requested in this statement. The
responses I have provided to the items above are true and contain all the requested facts and information of which I have
notice or knowledge. 1 have provided all requested documents in my custody, possession, or control. I know of the
penalties for false statements under 18 U.S.C. § 1001, 18 U.S.C. § 1621, and 18 U.S.C. § 1623 (five years imprisonment
and/or fines). I certify under penalty of perjury under the laws of the United States that the foregoing is true and correct.

Executed on:

(Date) Signature

Corporate Position

Page 15 Initials _
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CONSENT TO RELEASE OF FINANCIAL RECORDS

I, , do hereby direct any bank, savings and loan

association, credit union, depository institution, finance company, commercial lending company,
credit card processor, credit card processing entity, automated clearing house, network
transaction processor, bank debit processing entity, brokerage house, escrow agent, money
market or mutual fund, title company, commodity trading company, trustee, or person that holds,
controls or maintains custody of assets, wherever located that are owned or controlled by me or
at which I have an account of any kind, or at which a corporation or other entity has a bank
account of any kind upon which I am authorized to draw, and its officers, employees and agents,
to disclose all information and deliver copies of all documents of every nature in your possession
or control which relate to the said accounts to any attorney of the Federal Trade Commission,
and to give evidence relevant thereto, in the matter of Federal Trade Commission v. Inbound
Call Experts, LLC d/b/a Advanced Tech Support et al., Civ. No. , how pending in
the United States District Court for the Southern District of Florida, and this shall be irrevocable
authority for so doing.

This direction is intended to apply to the laws of countries other than the United States of
America which restrict or prohibit the disclosure of bank or other financial information without
the consent of the holder of the account, and shall be construed as consent with respect thereto,

and the same shall apply to any of the accounts for which I may be a relevant principal.

Dated:

[Signature]

[Printed Name]
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