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DEBRA A. VALENTI NE
CGeneral Counse

JEROVE M_ STEINER, JR. (MO Bar # 0019142)

Federal Trade Conm ssSion
901 Market St, Room 570
San Franci sco, CA 94103
(415) 356-5270; fax (415) 356-5284

RAYMOND E. McKOMN (CA. Bar # 150975)
Federal Trade Conm ssion

11000 Wlshire Blvd., Ste. 13209
Los Angeles, California 90024

(310) 824-4343; fax (310) 824-4380

ATTORNEYS FOR PLAI NTI FF

UNI TED STATES DI STRI CT COURT

D STRICT OF ARI ZONA

FEDERAL TRADE COWM SSI ON,
Plaintiff,
V.

CROOKED QAK | NVESTMENTS, INC.: D. H. I
CORPORATI ON;  HANDI CAPPED | NDUSTRI ES
M DVWEST, | NC.; HANDI CAPPED | NDUSTRI ES
NORTHWEST, | NC.; HANDI CAPPED

| NDUSTRI ES SOQUTHEAST, | NC.: LI GHTN NG
TREE, INC.; THE RI GHT PATH, | NC. :
STONE FULFI LLMENT & SHI PPI NG COVPANY
a Delaware corporation; corporations
dba HANDI CAPPED | NDUSTRI ES;

DI SADVANTAGED AND HANDI CAPPED

| NDUSTRI ES, CORP.:; JOBS FOR THE

DI SADVANTAGED;, WORKSHOP FOR THE

DI SADVANTAGED; RELI ABLE HANDI CAPPED
WORKERS; BRUCE HOLLEY, INC.; B.H

| NDUSTRIES; T.J. BEARD, |INC.; and
TERRY JEFF BEARD; CHRI STOPHER JAY
COTTET; BENJAM N WADE HOLLEY: BRUCE
EDWARD HOLLEY; ROBERT JOSEPH HOLLEY;
and JOANN PORTER: i ndi vi dual s;

Def endant s.
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Plaintiff, the Federal Trade Comm ssion (" Conmm ssion"),
by its undersigned attorneys, alleges as follows:

1. This is an action under Section 13(b) of the
Federal Trade Conm ssion Act ("FTC Act"), 15 U S.C. 8§ 53(h),
to secure a permanent injunction and other equitable relief,
I ncl udi ng rescission, restitution and di sgorgenent, and
other equitable relief for defendants’ acts or practices in
violation of Section 5(a) of the FTC Act, 15 U.S.C. 8§ 45(a).

JURI SDI CT1 ON AND VENUE

2. This Court has subject matter jurisdiction over
plaintiff's claimpursuant to 28 U S.C. 88 1331, 1337(a),
and 1345, and under 15 U S. C. 88 45(a) and 53(b).

3. Venue in this district is proper pursuant to 28
US C 8 1391(b) & (c), as well as 15 U.S.C. 8§ 53(b).

THE PARTI ES

4. Plaintiff, the Federal Trade Conm ssion, IS an

| ndependent agency of the United States CGovernnent created
by statute. 15 U . S.C. 88 41, et seq. The Commssion is
charged, inter alia, wth the enforcenent of Section 5(a) of
the FTC Act, 15 U S.C. 8§ 45(a), which prohibits unfair or

deceptive acts or practices in or affecting conmerce. The

Comm ssion is authorized, by its ow attorneys, to initiate
federal district court proceedings to enjoin violations of
the FTC Act and to secure such equitable relief, including
consumner redress, as may be appropriate in each case. 15
U S. C § 53(b).

5. The defendants and ot her participants in the

activities described hereafter are sonetines be referred to
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collectively as "Handi capped | ndustries,” “the Handi capped
| ndustries enterprise,” or “the enterprise.”

6. Def endant CROOKED OAK | NVESTMENTS, | NC. (“Crooked
Gak”), is a corporation organi zed, existing and doi ng
busi ness under and by virtue of the |laws of the State of
Arizona. |Its principal offices and places of business are
2200 West San Angel o, Unit 3026, Gl bert, Arizona, and 640
South River Drive, Tenpe, Arizona. At all tines relevant to
this conplaint Crooked OGak has transacted business in this
district.

7. Def endant s HANDI CAPPED | NDUSTRI ES M DWEST, | NC
("H M dwest"), HANDI CAPPED | NDUSTRI ES NORTHWEST, INC. ("HI
Nor t hwest "), and HANDI CAPPED | NDUSTRI ES SOUTHEAST, | NC. (“HI
Sout heast"), are corporations organi zed, existing and doi ng
busi ness under and by virtue of the |laws of the State of
Arizona. Their principal offices and places of business are
640 South R ver Drive, Tenpe, Arizona. At all tines
relevant to this conplaint, H Mdwest, H Northwest, and H
Sout heast have transacted business in this district.

8. Def endant LI GHTNI NG TREE, INC. (“Lightning Tree”),
IS a corporation organi zed, existing and doi ng busi ness
under and by virtue of the laws of the State of Arizona.
Its principal office and place of business is 640 South
River Drive, Tenpe, Arizona. At all tines relevant to this
conpl aint, Lightning Tree has transacted and continues to
transact business in this district.

9. Def endant D.H I. Corporation ("DH "), is a

cor poration organi zed, existing, and doi ng busi ness under
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and by virtue of the laws of the State of Arizona. |Its
principal offices and places of business are 1321 E. O ange,
Tenpe, Arizona, and 640 South River Drive, Tenpe, Arizona.
At all tinmes relevant to this conplaint, DH has transacted
business in this district.

10. Defendant THE RI GHT PATH, INC. (“The Right Path”),
IS a corporation organi zed, existing, and doi ng busi ness
under and by virtue of the laws of the State of Arizona.
Its principal office and place of business is 640 S. River
Drive, Tenpe, Arizona. At all tinmes relevant to this
conpl aint, The Right Path has transacted business in this
district.

11. Defendant STONE FULFI LLMENT & SHI PPI NG COMPANY
("Stone Fulfillnment") is a corporation organized, existing,
and doi ng busi ness under and by virtue of the |aws of the
State of Delaware. |Its principal office and place of
business is 640 R ver Drive, Tenpe, Arizona. At all tines
relevant to this conplaint, Stone Fulfillnent has transacted
and continues to transact business in this district.

12. Defendant Terry Jeff Beard individually or in
concert wth others fornulates, directs, and controls the
acts and practices of the Handi capped |Industries enterprise
as set forth herein. He is an officer of defendant H
M dwest and has held officer and director positions wth
defendants H Northwest and H Southeast. At all tines
rel evant to this conplaint, he has resided and transacted

business in this district.
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rel evant to this conplaint, he has resided and transacted
business in this district.

17. Defendant JoAnn Porter individually or in concert
with others fornmulates, directs, and controls the acts and
practices of the Handi capped Industries enterprise as set
forth herein. She holds officer and director positions with
def endant Crooked Cak. At all tinmes relevant to this
conpl ai nt, she has transacted business in this district.
Fromtinme to tinme, she has also resided in this district.

18. At all tinmes relevant to the conplaint, the
I ndi vi dual defendants and corporate defendants Crooked QCak,
H Mdwest, H Northwest, H Southeast, Lightning Tree, DHI,
The Right Path, and Stone Ful fillnent, and other persons,
partnershi ps, corporations or business entities have used
one or nore of the follow ng nanes or dbas in connection
w th the Handi capped Industries enterprise: Handicapped
| ndustries; D sadvantaged and Handi capped I ndustries, Corp.
Jobs for the D sadvantaged; Wrkshop for the D sadvant aged;
Rel i abl e Handi capped Wirkers; T. J. Beard, Inc.; Bruce
Holly, Inc.; and BH I ndustri es.

COMVERCE

19. At all tinmes relevant to this conpl aint,
def endants’ course of business, including the acts and
practices alleged herein, has been and is in or affecting
commerce, as “commerce” is defined in Section 4 of the FTC
Act, 15 U S. C. 8§ 44.

/1
/1
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23. Once the order has been taken, consuners receive a
"verification" call froma Handi capped I ndustries
representative. |If the purchase is verified, the product is
shi pped to consuners froma conpany warehouse. The delivery
package contains an invoice, which consuners pay by sending
a check to a Handi capped I ndustries maintai ned post office
box.

VIOATION OF SECTION 5 OF THE FTC ACT
COUNT_ONE

24. |In nunmerous instances, in the course of their

busi ness as descri bed above, defendants represent to
consuners, expressly or by inplication, that:

1. all or nost persons enpl oyed by Handi capped
| ndustries are handi capped or disabl ed, and

2. t he purchase of goods from Handi capped
I ndustries will benefit such enpl oyees.

25. In truth and in fact:

1. there are few if any handi capped or disabl ed
persons enpl oyed by Handi capped I ndustri es;
and

2. t he purchase of goods from Handi capped
| ndustries does not benefit such enpl oyees.

26. Therefore, defendants’ representation as alleged in
Par agraph 24, was, and is, false and m sl eadi ng and
constitutes a deceptive act or practice in violation of
Section 5(a) of the FTC Act, 15 U S.C. 8§ 45(a).
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