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FEDERAL TRADE COWM SSI ON, CV-S-02-0131- LRH PAL

Plaintiff, COVPLAI NT FOR | NJUNCTI ON
AND OTHER EQUI TABLE
V. RELI EF

NATI ONAL AUDI T DEFENSE
NETWORK, I NC., a Nevada

Cor poration; TAX COACH, | NC.
a Nevada Cor poration doing
busi ness as TAX READY

ROBERT BENNI NGTQN,

i ndi vidually and as an officer
of National Audit Defense
Network, Inc., and Tax Coach,

I nc.: CORT CHRI STIE

i ndi vidually and as an officer
of National Audit Defense
Network, Inc.; and AL

RODRI GUEZ, i ndi vidually,

N NN NN R R R R R R
A W N PP O ©O 0O N OO O >

Def endant s.

N
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Plaintiff, the Federal Trade Comm ssion (“the FTC' or “the

N
(o))

mm ssion”), for its conplaint alleges:

N DN
o
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1. The FTC brings this action under Sections 5(a) and
13(b) of the Federal Trade Comm ssion Act (“FTC Act”), 15 U S.C.

8§ 45(a) and 53(b), and the Truth in Lending Act ("TILA"), 15
U.S.C. 8§ 1601 et seq., to obtain permanent injunctive relief,
escission or reformation of contracts, restitution,
i sgorgenent, and other equitable relief for defendants’
eceptive acts or practices in violation of Section 5(a) of the
FTC Act, 15 U.S.C. 8§ 45(a), and Section 226.12(e) of Regul ation
Z, 12 C.F.R 8 226.12(e), which inplenents the TILA

JURI SDI CT1 ON AND VENUE

2. Subject matter jurisdiction is conferred upon this
ICourt by 15 U.S.C. 88 45(a) and 53(b), and 28 U.S.C. 88 1331,
1337(a), and 1345.

3. Venue in the District of Nevada is proper under 15
U.S.C. 8 53(b) and 28 U.S.C. 88 1391(b) and (c).
PLAI NTI FF
4. Plaintiff Federal Trade Commi ssion is an i ndependent
gency of the United States Governnent created by statute. 15

U.S.C. 88 41 et seq. The Conm ssion enforces Section 5(a) of the
FTC Act, 15 U.S.C. 8§ 45(a), which prohibits unfair or deceptive
cts or practices in or affecting comerce. The Conmm ssion nay
nitiate federal district court proceedings by its own attorneys
o enjoin violations of the FTC Act and to secure such equitable
elief as may be appropriate in each case, including restitution
injured consuners. 15 U. S.C. 8§ 53(b).

DEFENDANTS

or

5. Def endant National Audit Defense Network, Inc.
NADN’), a Nevada corporation with its principal place of
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1 [business at 4330 S. Valley View Blvd, Las Vegas, Nevada,

2 [ladvertises, pronotes, offers for sale, and sells prograns and

3 [services that purport to assist consuners in reducing their

4 income tax liabilities. NADN transacts or has transacted

5 [business in the District of Nevada.

6 6. Def endant Tax Coach, Inc., which does business as Tax

7 |Ready (“Tax Ready”), a Nevada corporation with its principal

8 [pl ace of business at 4310 Caneron St, Suite 11, Las Vegas,

9 [Nevada, advertises, pronotes, offers for sale, and sells prograns
10 fand services that purport to assist consuners in reducing their
11 fncone tax liabilities. Tax Ready transacts or has transacted
12 [pusiness in the District of Nevada.

13 7. Def endant Robert Benni ngton (“Bennington”) is an

14 Jof ficer or director of NADN and Tax Ready. At all tinmes materi al
15Jto this conplaint, acting alone or in concert with others, he has
16 |fornul ated, directed, controlled, or participated in the acts and
17 [practices of the corporate defendants, including the acts and

18 [practices set forth in this conplaint. Bennington resides and

19 [t ransacts business in the D strict of Nevada.

20 8. Def endant Cort Christie (“Christie”) is an officer or
21 |director of NADN. At all tinmes material to this conplaint,

22 flacting alone or in concert with others, he has fornmul at ed,

23 |directed, controlled, or participated in the acts and practices
24 [of corporate defendant NADN, including the acts and practices set
25 fforth in this conplaint. Christie resides and transacts business
26 fn the District of Nevada.

27 9. Def endant Al Rodriguez (“Rodriguez”) is the general

28 nager of NADN and Tax Ready. At all tinmes material to this
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onpl aint, acting alone or in concert with others, he has

ornmul ated, directed, controlled, or participated in the acts and

ractices of the corporate defendants, including the acts and
ractices set forth in this conplaint. Rodriguez resides and
ransacts business in the District of Nevada.
COMVERCE

10. At all times relevant to this conplaint, defendants
ave mai ntai ned a substantial course of business in the
dvertising, pronoting, offering for sale, and sale of various
ax-rel ated progranms and services, in or affecting comerce, as
commerce” is defined in Section 4 of the FTC Act, 15 U.S.C
44,

DEFENDANTS BUSI NESS PRACTI CES

11. Since at |east 1998, defendants have adverti sed,
ronoted, offered for sale, and sold prograns and services that

urport to assist consuners in reducing their tax liabilities,

nd have provided tax audit services and tax preparation services

o consuners throughout the United States. Defendants have
ronoted their tax-related services and progranms to prospective
urchasers through a variety of nedia, including advertisenents
n national radio talk shows.

12. In their advertisenents, defendants offer a free tape
r book of information that allegedly will assist consuners in
illing out and saving noney on their tax returns. Defendants
nvite consuners to call defendants’ toll-free tel ephone nunber
o obtain their book or tape.

13. Consuners who call defendants’ toll-free tel ephone
unber are ultimately connected to defendants’ sal espeopl e.

LAI NT 4



1 [[These sal espeopl e represent to consuners that defendants provide
2 [prograns and services that will save consuners on their incone

3 [t axes. Defendants’ prograns cost from around $400 to nore than
4 151, 400.

5 14. In connection with the advertising, pronotion, offering
6 [for sale, or sale of these prograns and services, defendants

7 [of fer consunmers an unconditional 30-day noney-back guarant ee.

8 [Def endants represent that if consuners want to cancel the

9 [purchase for any reason, they may do so within 30 days and

10 [receive a full refund. Defendants also tell consunmers that if
11 [t hey are unable to achieve tax savings of $3,000 after

12 [p npl enenting or using defendants’ tax-saving strategies, they
13wl receive a full refund.

14 15. \When descri bing these guarantees, Defendants fail to
15 [di scl ose certain conditions. Before consuners are eligible for a
16 [refund under the 30-day guarantee, they nmust obtain a “return

17 faut hori zati on” nunmber from defendants. Before consuners are

18 [eligible for a refund under the $3,000 guarantee, they nust have
19 [attenpted for one full year to inplenment defendants’ reconmmended
20 |t ax-savi ng strategies, nost of which require the operation of a
21 jhome busi ness.

22 16. \Wen consuners who neet the requirenents of the

23 Jguar ant ees contact defendants to attenpt to obtain a refund,

24 Jdefendants fail or refuse to nmake such refunds, or otherw se

25 ffrustrate consuners in a variety of ways fromreceiving refunds
26 fn atimely manner. |If issued, many refunds take an inordinate
27 ffanount of tinme to be received. Sone consumers never receive a
28 [refund. O her consuners receive refunds only through the
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1 i ntercession of |aw enforcenent agencies or consumer protection
2 Lrganizations such as the Better Business Bureau.

3 THE FEDERAL TRADE COVM SSI ON ACT

4 17. Section 5(a) of the FTC Act, 15 U. S.C. § 45(a),

5 [prohibits unfair or deceptive acts and practices in or affecting
6 [onnerce.

7 VIOATIONS OF SECTION 5 OF THE FTC ACT

8 COUNT |

9 18. In the course of the advertising, pronotion, offering
10 [for sale, or sale of their tax-saving prograns and servi ces,

[ —
[ —

ef endants have represented, expressly or by inplication, that

=
N

hey will provide refunds to consuners who request refunds

[
w

ursuant to defendants’ noney-back guarantees.

[EEN
D

19. In truth and in fact, in many instances, defendants

[
ol

ail or refuse to provide refunds to consuners who request

=
(o]

efunds pursuant to defendants’ noney-back guarantees.

[ —
\‘

20. Therefore, defendants’ representations as set forth in

[
[o0]

Par agraph 18 are fal se and m sl eadi ng and constitute deceptive

=
(o]

cts or practices in violation of Section 5(a) of the FTC Act, 15

U.S.C. § 45(a).

NN
= O

COUNT 11

N
N

21. In the course of the advertising, pronotion, offering

N
w

or sale, or sale of their tax-saving prograns and services,

N
N

ef endants have represented, expressly or by inplication, that

N
(62}

hey will provide refunds in a tinely manner to consunmers who

N
(o))

equest refunds pursuant to defendants’ noney-back guarantees.

N
~

22. In truth and in fact, in many instances, defendants

N
[o0]

ail or refuse to provide refunds in a tinmely manner to consuners
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0 request refunds pursuant to defendants’ noney-back

uar ant ees.

23. Therefore, defendants’ representations as set forth in
Par agraph 21 are fal se and m sl eadi ng and constitute deceptive
cts or practices in violation of Section 5(a) of the FTC Act, 15
U.S.C. § 45(a).

THE TRUTH I N LENDI NG ACT
24. Section 166 of the TILA 15 U.S.C. 8§ 1666e, requires

reditors to pronptly credit a consunmer’s credit card account

pon acceptance of the return of goods or forgiveness of the debt
or services. Section 226.12(e) of Regulation Z, which

npl ements Section 166 of the TILA requires creditors to credit

consuner’s credit card account within seven business days from
ccepting the return of property or forgiving a debt for
services. 12 CF. R § 226.12(e).

VIOATION OF THE TRUTH I N LENDI NG ACT
COUNT 11

25. National Audit Defense Network, Inc., and Tax Coach,

I nc. d/b/a Tax Ready, are creditors as that termis defined in
Section 103(f) of the TILA 15 U. S. C. 8 1602(f), and Section
226.2(a)(17)(ii) of Regulation Z, 12 CF.R 8§ 226.2(a)(17)(ii).

26. I n nunerous instances, defendants NADN and Tax Ready

ail to credit pronptly consuners’ credit card accounts within
even business days from accepting the return of property or
orgiving a debt for services, and, therefore, violate Section
166 of the TILA 15 U.S.C. § 1666(e), and Section 226.12(e) of
Regul ation Z, 12 CF. R § 226.12(e).



CONSUMER | NJURY

27. Consuners in many areas of the United States have

suf fered substantial nonetary |oss as a result of defendants’

nl awful acts or practices. Absent injunctive relief by this

urt, defendants are likely to continue to injure consuners and
armthe public interest.

TH' S COURT' S PONER TO GRANT RELI EF
28. Section 13(b) of the FTC Act, 15 U . S.C. § 53(b),

© 00 N o o~ W N R

npowers this Court to grant injunctive and other ancillary

[
o

elief, including consuner redress, disgorgenent, and

[ —
[ —

estitution, to prevent and renedy any viol ations of any

=
N

rovision of |aw enforced by the Comm ssion.

[
w

29. This Court, in the exercise of its equitable

[EEN
D

urisdiction, may award other ancillary relief to renedy injury

[
ol

aused by defendants’ |aw viol ations.
PRAYER FOR RELI EF

=
(o]

[ —
\‘

WHEREFORE, plaintiff the Federal Trade Conm ssion, pursuant
o Section 13(b) of the FTC Act, 15 U.S.C. 8 53(b), and the

[
© 0

urt’s own equitable powers, requests that the Court:

N
o

1. Award plaintiff such prelimnary injunctive and

N
=

ncillary relief as may be necessary to avert the |ikelihood of

N
N

onsuner injury during the pendency of this action and to

N
w

reserve the possibility of effective final relief;

N
N

2. Permanent|ly enjoin defendants fromviolating the FTC

N
(62}

ct, the TILA, and Regulation Z as all eged herein;

N
(o))

3. Award such relief as the Court finds necessary to

N
~

edress injury to consuners resulting from defendants’ violations

N
[o0]

f the FTC Act, the TILA, and Regulation Z, including, but not
LAI NT 8



imted to, rescission or

reformati on of contracts, restitution,

he refund of nonies paid, and the disgorgenent of ill-gotten
ni es; and
4. Award plaintiff the costs of bringing this action, as

Il as such other and additi onal

etermne to be just and proper.

Dat ed: January 30, 2002

thPLAINT

relief as the Court may

Respectful ly Subm tted,
WLLI AM E. KOVACI C
General Counse
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901 Market St, Suite 570
San Franci sco, CA 94103
Phone 54153 848-5100

Fax 415) 848-5184

BLAINE T. WELSH
Assi stant United States Attorney
333 Las Vegas Bl vd, South
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Phone (702) 388-6336
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