


U.S.C. 88 53(b) and 57b, and the Tel emarketi ng and Consuner
Fraud and Abuse Prevention Act (“Telemarketing Act”), 15
U.S.C. 88 6101 et seq., to secure prelimnary and per nanent
| njunctive relief, restitution, rescission or reformation of
ontracts, disgorgenent, and other equitable relief for
Def endants’ deceptive acts or practices in violation of
Section 5(a) of the FTC Act, 15 U.S.C. 8§ 45(a), and the
FTC s Tel emarketing Sales Rule, 16 C F. R Part 310.

JURI SDI CT1 ON AND VENUE

2. This Court has subject matter jurisdiction pursuant
to 15 U S.C. 88 45(a), 53(b), 57b, 6102(c), and 6105(b), and
28 U. S.C. 88 1331, 1337(a), and 1345.

3. Venue in the Central D strict of California is

proper under 15 U . S.C. 88 53(b) and 28 U.S.C. § 1391(b)
nd (c).
PLAI NTI FF
4. Plaintiff, the Federal Trade Conmm ssion, is an

| ndependent agency of the United States CGovernnent created
by statute. 15 U.S.C. 88 41 et seq. The Comm ssion is

harged, inter alia, wth enforcenent of Section 5(a) of the
FTC Act, 15 U.S.C. 8§ 45(a), which prohibits unfair or

eceptive acts or practices in or affecting commerce. The
Comm ssion al so enforces the Tel emarketing Sal es Rule, 16
C.F.R Part 310, which prohibits deceptive or abusive

el emarketing acts or practices. The Commssion is

uthorized to initiate federal district court proceedings,
Ey its own attorneys, to enjoin violations of the FTC Act

and vi ol ations of the Telemarketing Sales Rule, in order to
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Di strict of California.
COMVERCE
9. At all times relevant to this conplaint, Defendants

have mai ntai ned a substantial course of trade in or

ffecting commerce, as “commerce” is defined in Section 4 of
fhe FTC Act, 15 U.S. C. § 44.
DEFENDANTS COURSE OF CONDUCT
10. Since at |east March 1999, Defendants have operated

busi ness enterprise that has decei ved consuners throughout
he United States and abroad by deceptively tel emarketing
acation travel packages.

11. In addition to using in-house tel emarketers,

Def endants contract with and utilize a nunber of “third-
party” telemarketing firnms throughout the United States to
el | Defendants’ vacation travel packages. The contract ual
rel ati onship gives Defendants control over the third-party
el emar ket ers.

12. Defendants typically contact consuners by inviting
hemto fill out a format a public event that enables
onsuners to participate in a “drawing.” Defendants

represent that consunmers may win a val uabl e travel package
prize. Defendants’ telemarketers then contact consuners by
el ephone and advi se themthat they have won or have been
pecially selected to receive a vacation travel package.

13. During the tel ephone call, Defendants’
el emarketers descri be the contents of the vacation travel

packages. The packages offer various vacations, such as a

nunber of nights’ lodging in various vacation destinations
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such as Florida, with the use of a rental car; a cruise to
t he Bahamas; and m ni -vacations to ot her destinations.

14. Def endants’ tel emarketers then i nform consuners

hat there is an “incidental charge,” typically $350 to $399
per person, to obtain the vacation package. The
el emarketers assure consuners that Defendants’ vacation
package is worth nmuch nore than the incidental charge.
Def endants’ al so represent that this charge will be the
otal cost to obtain the vacati on package. Consuners are
old that the charge wll be placed on their credit accounts
r a debit will be nmade against their bank accounts to pay
or the vacation package. Once the consuners’ credit card
nunbers or bank account nunbers are obtained, the charge is
made agai nst their accounts.

15. Defendants m srepresent or fail to disclose
material terns of their refund and cancell ati on policies.
For exanple, in nunerous instances Defendants’ tel emarketers
sk for and are given consuners’ credit card or bank account
| nformation while assuring consuners that they can cancel

he transaction. However, when consuners subsequently

ttenpt to cancel, Defendants advi se consuners that they
have no right to do so. |In other instances, Defendants
btai n and charge consuners’ credit or checking accounts

bef ore consuners are aware that HPT does not provide refunds
r all ow cancel | ati ons.
16. Defendants |ater send consuners confirmation
Caterials that contain advertisenents, information about the

acation locations, and travel docunents that require
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In “tel emarketing,” as those terns are defined in the
Tel emarketing Sales Rule, 16 CF. R 88 310.2(r), (t)
and (u).

27. The Tel emarketing Sales Rule requires sellers and

el emarketers “to disclose, in a clear and conspi cuous
manner . . . all material restrictions, limtations, or
onditions to purchase, receive, or use the goods or
ervices that are the subject of the sales offer.
[ b]efore a custoner pays for goods or services.” 16 C. F. R
8 310.3(a)(1)(ii).
28. The Tel emarketing Sales Rule also requires sellers
nd tel emarketers to nmake a statenent “in a clear and
onspi cuous manner [that] the seller has a policy of not
maki ng refunds, cancell ations, exchanges, or repurchases” if
hat is the case “[Db]efore a custoner pay for goods or
ervices.” 16 CF. R 8 310.3(a)(1)(iii).
29. The Tel emarketing Sales Rule prohibits sellers and
el emarketers from“[misrepresenting, directly or by
| nplication, . . . [a]lny material aspect of the nature or
erns of the seller’s refund, cancell ation, exchange or
repurchase policies.” 16 CF.R 8§ 310.3(a)(2)(iv).
30. The Tel emarketing Sales Rule also prohibits sellers
nd tel emarketers from“[njisrepresenting, directly or by
| nplication,. . . [a]lny material aspect of a prize pronotion
| ncl uding, but not limted to, the odds of being able to
receive a prize, the nature or value of a prize, or that a
pur chase or paynent is required to wn a prize or to

participate in a prize pronotion.” 16 C F. R
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8 310.3(a)(2)(v).
31. Pursuant to Section 3(c) of the Tel emarketing Act,
15 U.S.C. 8 6102(c), and Section 18(d)(3) of the FTC Act, 15

U.S.C. 8 57a(d)(3), violations of the Tel emarketing Sal es
Rul e constitute unfair or deceptive acts or practices in or
af fecting comerce, in violation of Section 5(a) of the FTC
Act, 15 U.S.C. § 45(a).
VIOATIONS OF THE FTC TELEMARKETI NG SALES RULE

COUNT 111

32. In nunerous instances, in connection wth the
ladverti sing, marketing, pronotion, offering for sale, or

sal e of vacation travel packages, Defendants have failed to

I sclose, in a clear and conspi cuous manner before consuners
pay for the vacation travel package, all material
restrictions, limtations or conditions to purchase,
receive, or use the goods or services that are the subject

f the sales offer, including but not limted to, that the
periods to travel are significantly limted due to bl ackout

ates and other scheduling restrictions. Defendants have

hereby violated Section 310.3(a)(1)(ii) of the
Tel emarketing Sales Rule, 16 CF. R 8§ 310.3(a)(1)(ii).
COUNT IV
33. In nunerous instances, in connection wth the
ladverti sing, marketing, pronotion, offering for sale, or

sal e of vacation travel packages, Defendants have failed to

I sclose, in a clear and conspi cuous manner before consuners
pay for the vacation travel package, the total costs to

pur chase, receive, or use any goods or services that are the
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subj ect of the sales offer, including, but not limted to,

hat the prom sed hotel accommodati ons may be avail able only
tor an additional charge. Defendants have thereby viol ated
Section 310.3(a)(1)(i) of the Telemarketing Sales Rule, 16
C.F.R 8§ 310.3(a)(1)(i).
COUNT V
34. In nunerous instances, in connection with the
adverti sing, marketing, pronotion, offering for sale, or

sal e of vacation travel packages, Defendants have failed to

I sclose, in a clear and conspi cuous manner before consuners
pay for the vacation travel package, that the seller has a
policy of not making refunds or cancellations. Defendants
have thereby violated Section 310.3(a)(1)(iii) of the
Tel emarketing Sales Rule, 16 CF.R 8§ 310.(3)(a)(1)(iii).

COUNT VI
35. In nunerous instances, in connection with the
adverti sing, marketing, pronotion, offering for sale, or

sal e of vacation travel packages, Defendants have

m srepresented, directly or by inplication, material aspects
f the nature or terns of the seller’s refund or
ancel | ation policies, including, but not limted to,
| nform ng consuners that they have the right to cancel and
| ater denying themthat right. Defendants have thereby
I ol ated Section 310.3(a)(2)(iv) of the Tel emarketing Sal es
Rule, 16 C.F.R § 310.3(a)(2)(iv).
COUNT_VI |
36. In nunmerous instances, in connection with the

adverti sing, marketing, pronotion, offering for sale, or
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sal e of vacation travel packages, Defendants have

m srepresented, directly or by inplication, material aspects
f a prize pronotion including, but not limted to, that
onsuners have won or been specially selected to receive
ravel vacation packages when in fact consuners have not won
r been specially selected to receive such packages.

Def endant s have thereby violated Section 310.3(a)(2)(v) of
he Tel emarketing Sales Rule, 16 CF. R 8 310.3(a)(2)(v).

CONSUMER | NJURY

37. Consuners throughout the United States have
suf fered, and continue to suffer, substantial nonetary |oss

as a result of Defendants’ unlawful acts and practices. 1In

ddition, Defendants have been unjustly enriched as a result
f their unlawful acts and practices. Absent injunctive
relief, Defendants are likely to continue to injure
onsuners, reap unjust enrichnent, and harmthe public.
TH S COURT’ S PONER TO GRANT RELI EF
38. Section 13(b) of the FTC Act, 15 U.S.C. § 53(b),

laut hori zes this Court to issue a permanent injunction

Egainst Def endants’ violations of the FTC Act and, in the

xercise of its equitable jurisdiction, to order such

ncillary relief as a prelimnary injunction, consuner
redress, rescission, restitution and di sgorgenent of profits
resulting from Defendants’ unlawful acts or practices, and
t her renedi al neasures.

39. Section 19 of the FTC Act, 15 U.S.C. § 57b, and
Section 6(b) of the Tel emarketing Act, 15 U.S.C. 8§ 6105(b),

aut hori ze the Court to grant to the FTC such relief as the
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Court finds necessary to redress injury to consuners or
ot her persons resulting from Defendants’ violations of the
Tel emar keting Sales Rule, including the rescission and
reformati on of contracts and the refund of noney.
PRAYER FOR RELI EF

WHEREFORE, Plaintiff Federal Trade Conm ssion, pursuant
to Sections 13(b) and 19 of the FTC Act, 15 U.S.C. 88 53(b)
Fnd 57b, Section 6(b) of the Telemarketing Act, 15 U S. C
8

6105(b), and the Court’s own equitable powers, request
that the Court:

1. Award Plaintiff such prelimnary injunctive and

ncillary relief as may be necessary to avert the |ikelihood
f consuner injury during the pendency of this action and to
preserve the possibility of effective final relief,
| ncluding but not [imted to, tenporary and prelimnary
| nj uncti ons;

2. Permanently enjoin Defendants fromviolating the FTC
IAct and the Tel emarketing Sales Rule, as alleged herein;
3. Award such relief as the Court finds necessary to
[edress injury to consuners resulting from Def endants’

lolations of the FTC Act and the Tel emarketing Sal es Rul e

| ncl uding, but not limted to, rescission or reformati on of
ontracts, restitution, refund of nonies paid, and
| sgorgenent of ill-gotten nonies; and

4. Award Plaintiff the costs of bringing this action,
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Es wel | as such other additional relief as the Court may

etermne to be just and proper.
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Respectful ly Subm tted,

JOHN D. GRAUBERT
Acting General Counse

Raynond E. MKown
Bar bara Chun
Attorneys for Plaintiff
Federal Trade Conm ssion
10877 Wl shire Blvd., Ste. 700
Los Angel es, CA 90024
§310§ 24. 4343
310) 824.4380 (fax)
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CERTI FI CATE OF SERVI CE
My nane is Raynond E© McKown. | am an attorney enpl oyed
by the Federal Trade Comm ssion, 10877 WIlshire Blvd., Ste.
700, Los Angeles, California 90024. On
| placed the docunent captioned “COVPLAI NT

FOR | NJUNCTI ON AND OTHER EQUI TABLE RELIEF,” in the first

| ass United States mail, postage prepaid, addressed to the
ol | ow ng:
Kevin M O ar ke
Ronni n Law G oup _

959 West Century Boul evard, Suite 510

Los Angles, CA 90045
ttorney for Defendants

| declare under penalty of perjury that the foregoing

| s true and correct. Executed this day of

at Los Angeles, California.

Raynond E. MKown
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