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MICHAEL K. JERNES

Maria Crimi Speth, 4 012574 Clerk of the Suerior Dourt

Laura Rogal, #025159 By EUMHGEL M4 PEREY, Damuty
JABURG & WILK, P.C. _ Date OL/21/2009 Tise (5:03 PH
3200 North Central Avenue, Suite 2000 Description Bty fsnut
-~ Phoenix, Arizona 85012 RS Y W T R —
(602) 248-1000 CIVIL MEW COWPLATNT 001 301,00
Attorneys for Plaintiffs TOTAL AMEMT 0106
Receipth 00010592641

SUPERIOR COURT OF ARIZONA

MARICOPA COUNTY
XCENTRIC VENTURES, LLC, an cy2009~0 02032
Arizona limited liability company; and Case No:
EDWARD MAGEDSON, an unmarried
mat, COMPLAINT
Plamtffs, (Defamation; Declaratory Relief)
v,

SARAH L. BIRD and JOHN DOE BIRD,
wife and husband; SEOMOZ, INC d/b/a
SEOMOZ.0RG, a Washington corporation,

Defendants,

Plaintiffs XCENTRIC VENTURES, LLC and EDWARD MAGEDSON allege as
follows:
GENERAL ALLEGATIONS
1. Plaintiff XCENTRIC VENTURES, LLC (“Xcentric”) is an Arizona limited

liability company formed under the laws of the State of Arizona.
2. Plaintiff EDWARD MAGEDSON (“Magedson™) is a single man residing in
Maricopa County.

3 Magedson is the Manager of Xcentric.
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4. Xcentric operates a consumer information and advocacy website at

www ripoffreport.com (“Rip-off Report™), where consumers and other visitors to the

website can post complaints regarding companies.

5. Upon information and belief, Defendant SEOmoz, Inc. d/b/a SEOMoz.org
“SEOmoz” is a Washington corporation not licensed to do business in the State of
Arizona.

6. Upon information and belief, Defendants Sarah Bird (*Bird”} and John Doe¢
Bird are wife and husband, and were at all times material hereto residents of King County,
Washington.

7. Upon information and belief, Bird is the Secretary of SEOmoz, Inc.

8. It is further alleged that at all times mentioned herein, Sarah Bird was acting
for and on behalf of her martial community and for her sole and separate property
interests.

9. The true and correct name of the Defendant John Doe Bird 1s not currently
known to Plaintiffs. Plaintiffs request leave of court to insert the true and correct name of
the Defendant John Doe Bird at such time as it becomes known to the Plaintiffs.

10. Bnd’s statements were made and Eer conduct was committed in the scope
and course of her employment with SEOmoz,

11, Defendants have caused events to occur in the State of Anizona, Maricopa
County, out of which the Plantiffs’ claims arise and which are the subject of this
Complaint. |

12, Venue in Maricopa County is proper.

13.  Plaintiffs demand a mal by jury on all issues.

THE PUBLICATION

14.  According to its website, SEQmoz “provides the web’s best community,
tools and educational resources for people and companies engaged in internet marketing

and search engine optimization.” See http://www seomoz.org/about.
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15, SEOmoz admits to offering its services “‘across the US, Canada & Europe.”

See http//www . seomoz.org/about.

16.  Upon information and belief, various employees of SEOMoz author and
cause to be published blog entries on the SEOmoz website.

17.  According to the SEOmoz website, Sarah Bird is the “Chief Operations
Officer, General Counsel, and law and technology blawger extraordinaire” of SEOmoz.

See http/fwww seomoz. org/team/sarah.

18, On or about January 21, 2008, SEOmoz published and began circulating an
article titled The Anatomy of a RipOff Report Lawsuit, written by Sarah Bird (the

“Article™), a true copy of which is attached hereto as Exhibit “A.”

19.  The Article was published and is available free of charge on the Internet,

20.  The Article is readily available to the consumer public and can be found
simply by searching “Rip-Off Report” on any major search engine, i.e. Yahoo!, Google,
or MSN.

THE FALSITY

2. The Article contains false, unfair, libelous, and defamatory statements of
and concerning the Plamtiffs written by Defendant Bird and published by Defendant
SEOmoz.

22, The Article contains the following text:

“Several courts have stated that if the plaintiffs can get
evidence that RipOff Report is drafting defamatory titles, then
there is a viable defamation claim and no immunity.”

23.  In addition, the following implication is contained within the quote from the
Article identified at Paragraph 22: that Rip-Off Report is actually drafting “defamatory
titles,” but no one has been able to get evidence of it yet.

24, The Article contains the following text:
“if you're going to sue RipOff Report, it is very important to

allege that the website created and/or substantially aitered the
meaning of the content. You need to allege facts that get you

10297-VLARLAR/T00070_vi
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around the CDA immunity provisions in order to avoid being
thrown out of Court.”

25.  In addition, the following implication is contained within the quote from the
Article identified at Paragraph 24: anyone who wants to succeed in a lawsutt égainét Rip-
Off Report must “allege that the website created and/or substantially altered the meaning
of the content”, regardless of whether they have actual evidence of that fact.

26.  The Article contains the following text:

“There is more than just speculation that Magedson was
involved in altering reports. The Declaration of Dickson Earl
Woodard Deposition contains the sworn testimony of the
Plaintiff's former employee and states repeatedly that
Magedson drafted fake complaints and manipulated search
engines.”

27.  The Article contains the following text:

“In addition to defamation, attorneys are suing RipOff Report
for violations of the RICO Act. These next generation
plaintiffs allege that RipOff Report’s conduct is extortion and
amounts to racketeering.”

28.  In addition, the following implication is contained within the quote from the
Article identificd at Paragraph 28: the plaintiffs and attorneys who have sued Rip-Off
Report for violations of the RICO Act have had a legitimate basis for making those
allegations.

29.  While the statement in Paragraph 27 is not false, the implication contained
within Paragraph 27 is false and defamatory.

30.  The Article contains the following text:

“The good news is that the courts have already determined
that taking money from a person in order to prevent him from
bm:(? defamed is extortion. . .Further, several courts have
ruled that the facts alleged against RipOff Report could
amount to extortion. The courts in Hy é}iie and Cambnidge
Who's Who ruled that the allegations in the plaintiffs’
Complaints could result in a finding of extortion against
RipOff Report.”

31, In addition, the following implication is contained within the quote from the
Article identified at Paragraph 30: Rip-Off Report extorts people by taking money from

them to prevent them from being defamed.
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32.

In addition, the following implication is contained within the quote from the

Article identified at Paragraph 30: courts have found that the acts of Xcentric could be

considered extortionate,

33.

34,

The Article contains the following text:

“I hope that plaintiffs will continue to press the
RICO/Extortion combo. This will direct the conversation
away from the CDA and focus it on the extortion elements of
the case. This is appropriate because this is what makes
RipOff Report’s alleged conduct so reprehensible. If RipOff
report were just providing a neutral and organic platform to
publish good and bad comments about businesses, no one
would be complaining.”

In addition, the foi!éwing implication is contained within the quote from the

Article identified at Paragraph 33: plaintiffs have a good-faith basis to make allegations

regarding RICO violations or state law extortion claims.

35.

In addition, the following implication is contained within the quote from the

Article identified at Paragraph 33: Xcentric operates Rip-Off Report in a “reprehensible”

manner and its actions constitute extorhion.

36.

In addition, the following implication is contained within the quote from the

Article identified at Paragraph 33: the Rip-Off Report website does not allow individuals

to publish both good and bad comments about businesses.

37.

38.

39,

The Article contains the following text:

“What transforms this site from a consumer advocacy site to a
menace (allegedly) is its aggressive viclations of Google's
terms of service to increase its rankings, and concomitant
demands for exorbitant fees to write a few rcbuttal posts. .
The problem here is the apparent intent to damage a person
or business’s reputation without regard to the fruth of the
matter, only to re-victimize the person or business by
charging them exorbitant fees.”

The Article contains the following text:

“For  your information, Xcentric Ventures,
Badbusinessbureau.com, RipOffReport.com, and Edward
Mageson are all the same party.”

In addition, the Article contains an “Appendix of Cases” whereby

Defendant Bird claims to provide a list of pending cases against Plaintiffs and note the

5
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status of these cases. While the status and substance of the cases against Plaintiffs are
public record, Defendant Bird interposes her own statements of fact into this section.

40. The Appendix of Cases contains the following text:

“My favorite is a police report filed by Magedson regarding
threatening letters that he received. He dmgs the complaint
once the police begin investigating. You be the éudge: Does it
sound like Magedson made the whole thing up?”

41.  In addition, the foliowing implication is contained within the quote from the
Article identified at Paragraph 40: Magedson lied to the police.
42.  The Appendix of Cases contains the following text:

“This one is the source of some great declarations by a former
emplog'ec who throws Magedson under the proverbial bus,
Magedson’s only retort is that the employee was lying and
that it was actually the employee inventing these stories.

43.  In addition, the following implication is contained within the quote from the
Article identified at Paragraph 41: Magedson’s former employee made true statements
about Magedson that were damaging to this case.

44,  In addition, the following implication is contained within the quote from the
Article identified at Paragraph 41: Magedson has no legitimate defense to the accusations
made by the employee,

45.  Regarding the case of IGI4 v. Xcenitric, the Appendix of Cases contains the

following text:

“Complaint alleges RICO Act and Defamation claims.
Default Judgment entered on December 20, 2007. The
Defendant did not appear and defend the lawsuit.”

46.  Neither Magedson nor any employee or agent of Xcentric authors the titles
of the reports on Rip-Off Report. The author of the report is also the author of the title of
the report.

47.  Neither Magedson nor any employee or agent of Xcentric creates or
substantially alters the meaning of content of any report or rebuttal located on Rip-Off

Report.
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48,  Dickson Woodard was never an employee or agent é}f Xcentric or Rip-Off
Report.

49.  The deposition testimony of Dickson Woodard, to which Defendant Bird
refers to, has since been discredited by the United States District Court, Northern District
of Texas in Case No. 3:07-cv-00976.

50. The deposition testimony to which Defendant Bird refers has been
contradicted and disavowed by additional deposition testimony and other sworn
statements by Dickson Woodard.

51,  Magedson does not run an extortion scheme.

52, Xcentric is not an extortion scheme,

53.  Neither Magedson nor Xcentric extort people by taking money from them
to prevent thern from being defamed.

54. No court has made any dispositive ruling finding the acts of Xcentric or
Magedson to be extortionate. Indeed, there has been no case against Xcentric or
Magedson where the allegation of extortion or any similar RICO claim has not been
dismissed against Xcentric and/or Magedson.

$5.  There is no good faith basis to believe that Xcentric and/or Magedson has
extorted anyone,

56.  The Rip-Off Report website allows any consumer to publish comments
about their experience with any business or business person.

57.  Xcentric does not violate Google’s terms of service,

58.  Xcentric does not charge a fee for anyone to post a report on Rip-Off
Report,

59.  Xcentric does not charge a fee for anyone to post a rebuttal on Rip-Off
Report.

60.  Neither Xcentric nor Magedson act with the intent of harming a person or
business’s reputation by allowing third-parties to publish their personal experiences with

the person or business on Rip-Off Report.

10207 - LAR/LARSTOOOH) vi
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61.  Ripoffreport.com is not a legal entity.

62. Badbusinessbureau.com is not a legal entity.

63.  With regards to the police reports filed and used as exhibits in the case of
Xcentric Ventures v. Stanley, Magedson did not “drop the charges.”

64.  With regards to the declarations utilized by the plaintiff in GW Equity v,
Xcentric, the declarations were made by a former employee of GW FEquity, not of
Xcentric. In addition, those declarations were made in a prior case, and attempted to be
utilized by GW Equity.

65.  Xcentric and Magedson have prevailed on a motion of summary judgment
in the GW Equity lawsuit. The court found judgment in Xcentric and Magedson’s favor
on all of the claims made by plaintiff GW Equity. See GW Equity, LLC v. Xcentric
Ventures, LLC, 2009 WL 62173 (N.D.Tex.2009).

66.  With regards to the case of /GJ4 v. Xcentric, the court determined that the
plaintiff (1GIA) failed to properly serve Xcentric, and the court therefore vacated the

default judgment. After that point, IGIA chose not to refile its complaint against Xcentric.

COUNT ONE
Detamation)

67.  Plaintiffs incorporate all paragraphs of this Complaint as if fully set forth
herein by this reference.

68.  The words written by Defendant Bird and published by Defendant SEOmoz
are defamatory because they bring Plaintiffs into disrepute, contempt or ridicule.

69. Defendants are liable not only for what was said, but also for what was
insinuated.

70.  The statements as made in the Article and the Appendix of Cases were of
and concerning Plaintiffs.

7t.  Defendants are liable for presumed damages by reason of their reckless or

intentional conduct.

INZ9T-HLARILAR/TO00T0_vi
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72.  Deiendants made each and every defamatory statement contained in the
Article and the Appendix of Cases knowing that said statements were false; in the
alternative, Defendants acted in reckless disregard of the truth in making each of the
defamatory statements; in the alternative, Defendants was negligent in failing to ascertain
the truth of the defamatory statements before making them.

73.  Each and all of the statements in the Article, separately or in conjunction
with one another were and continue to be published by the Defendants by reason of evil
motives and/or malice towards the Plaintiffs and were and are intended and designed to
and did injure and defame and continue to injure and defame Plaintiffs.

74.  Defendants’ statements, singularly or in combination, have exposed and
continue to expose Plaintiff to public contempt. The statements have impeached and
continue to impeach the honesty and integrity of the Plaintiffs and leave their reputation
severely damaged and subject them o ridicule in the eyes of their friends, acquaintances,
business assoctates, and the general public.

75.  Defendants’ false statements expose Plaintiffs to potential fees and costs in
defending lawsuits expected to be brought by readers of the false statements who believe
that Magedson writes the complaints on Rip-off Report,

76. By reason of the evil motives and malice of the Defendants, Plaintiffs prays
for punitive damages.

WHEREFORE, Plaintiffs pray that this Court enter judgment against the
Defendants as follows:

A.  General damages in an amount to be established at trial, including but not
limited to emotional distress, damage to reputation, inconvenience, and
related damages;

B.  Forspecial damages in an amount to be established at trial, including but not
limited to loss of income and rehabilitative damages;

C.  Punitive damages in an amount to be established at trial;

1029 HLAR/LARAIOG0TO_v!
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D. For all costs incurred herein; and
E. For such other and further relief as the Court deems just and proper.

COUNTTWO

{Declaratory Relief)

77.  Plaintiffs incorporate all paragraphs of this Complaint as if fully set forth
herein by this reference.

78. A controversy has arisen between the Plaintiffs and the Defendants as to
their respective rights,

79.  Plaintiffs request this Court to enter a declaration, under the Uniform
Declaratory Judgment Act, A.R.S. §12-1831 af etf. seq., that the statements written by
Defendant Bird and published by Defendant SEOmoz contained in the Article and the
Appendix of Cases were and are false,

WHEREFORE, Plaintiffs pray that this Court enter judgment against the
Defendants as follows:

A For a declaration that the statements written by Defendant Bird and
published by Defendant SEOmoz contained in the Article, individually and
collectively, are false; '

B. For cost of suit incurred herein; and

C.  For such other and further relief as the Court deems just and proper.

DATED this 21% day of January, 2009,

JABURG & WILK, P.C.

Maria Crimi Speth |
Laura Rogal )
Attorneys for Plaintiffs

Y
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' SEOmoz | The Anatomy of a RipOff Report Lawsuit Page 1 of 12

»

SEOmozBlog

Keap up o date with the most current News, _Ttps & Hightights from the search marketing industry with the daily
SEOQ Blog. '

The Anatomy of a RipOff Report Lawsuit

Posted by Sarah Bird, Esquire o Mon {1/21/08) &t §2:27 PM Search and Legal tsxues

May It Flease the Mozzers,

Last waek, thers were saveral excellent posts elucidating the many ways RipOff Report violates Google’s
Terms of Service, and yel manages to stay on fop of the Google search resulls pages. Rand, Chris

Bennet, Wili Critchiow, and Andy Beal oid 2 great job of bringing RipOff Report out in the open for a
serious discussion,

It is no secref that RipOff Report has been widely and universally accused of promuligating defamatory
content and then extorting money Fom the victims of the very libel it publishes. This business model has
made RipOIf Report the subject of many lawsuils. In fact, | have at least seveniesn listed in the Appendix
al the end of this post.

Despite the ubiquilous outery against RipOFf Report, i@ appears o have survived most of the Jegal
challenges unscathed, leaving it free to carry on business as usual. RipO# Report claims never to have jost
& lavwsuit,

Is it true that RipOff Report has naver lost a lawsuit? Is this 2 failure of the legal system? Are the
allegations unfounded? If there is truth in the allegations, then how is the system going wrong?
Why can’t RipOH Report be held responsible for its conduct?

As promised, | want to spend Legal Monday digging into these issues. In order to accomplish this, we must
teke a trip iogether through RipOff Report's sordid legal history, In doing so, we will gain a basic
understanding of the following:

« Defamation

* The Communications Decency Act (42 USC Section 230

» The Racketeer Influenced and Corrupt Organization’s Act {"RICO Act™}
«  Extortion

Let's get starfedt

htip://www seomoz.org/blog/the-anatomy-of-a-ripoff-report-lawsuit 1212009
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SEOmoz { The Anatomy of a RipOff Report Lawsuit Page Zof 1 (2

]
>
-

. 1Is it True That RipOf Report Has Never Lost a Lawsuit?

Yes and no. ii's rue that none of the cases against RipOff Report has gone o trial. | have created an
appendix of cases at the end of this post that indicates the status of ‘each case. There are a ot of reasons
for why RipOff Report has "never lost a case.”

First, RipOff Report has had pretly gond success in gefting cases alleging mere defamation dismissed
immediately. We'll see why this is 5o below.

Second. RipOff Report sometimes has failed 10 appear to defend a lawsuil against them, When this
happens, & defauit judgment is enteregd against RipOff Report. For exampls, RipOf Report feiled fo
respond fo a lewsuit in Canada and another one in the Caribbean. Thus, it 'lost those cases, but it doesn't
really count because RipOff Report just gave up and no one ever had 1o hold a trial.

Third, RipOff Report, like most civil dafendants, has seitted many cases. When a case seffles, the terms of
the settlement are not public and it never goes to trial, Thus, 's very difficult to determine who “won” when
the parties setiled.

Finally, there are several casas still pending. it is loo sarly lo tell how these cases will come out,

. Why Does RipOff Report Continually “Get Off the Hook" for Spreading Lies?

First, we do not know it RipOff Report has "getten off the hook.” Many cases have settied and the terms of
thosa selflement agreements are unknown. 's entirely possible that significant amounts of cash changed

hands and we will never know about it

For example, Hy Cite Corporation settled lts lawsuit with RipOff Report and its negative reports are now out
of the title tag and below the fold. {I won't link to the page, but you know where to find i) Thus, RipOff
Report clearly compromised on that issue,

= {sn't It llegat to Spread Lies About Someone? What Exactly is Defamation?
in its most general form, defamation is a false statement of fact that is harmful lo a person's reputation.

Defamation is defined by each stale individualiy, $0 your {ocal jurisdiction will have slight variations, but this
is a pretty good general definition. For more information about defamation, check out the Electronic

Frontier Foundation.

Many, many plaintiffs in the cases against RipOf Report below miade the misteke of accusing RipOff
Report of posting defamatory content.

= How is Bringing a Defamation Case a Mistake? lsn't That Exactly What RipOff Report is Accused
of Doing?

Well, yas. But thanks to a law known as The Communications Decency Act ("CDA” 47 USC 235},

http:/fwww seomoz.org/blog/the-anatomy-of-a-ripoff-report-lawsuit 11212609
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SEOmoz | The Anatomy of a RipOff Report Lawsuit PageJof 1 02

RipOff Reporl cannot be sued for posting defamatory content weitten solely by its users. it's a different story
for content that il creates.

= |5 RipOff Report Exploiting Seme Kind of Loop Hole?

Nope. Most of us benefil from the Communications Decency Act. It makes the Search Engines and Web
2.0 function. We want users lo interact with our slifes without having to worry about being sued over
something a user did. Sconer or later, some crazy person is going to write something on your site and you
are going to be so happy for the Communications Decency Act because you'rs not responsible for the
crazy person's conduct,

= Why | Love the Communications Decency Act: Don't Blame the CDA for RipOff Report's Success

I'm going 1o bs honest here, As someone who is in charge of handling the legal issues for a webslte wilh
vibrant conversations driven by user contributions, | am relieved that the CDA exists. Without the CDA,
SEOmoz would either have to independently review and investigate the accuracy of every comment posted
to the site, or simply refuse 1o have any third parly content allogether. Goodbye comments! Goodbye
member profiles! See you later, YOUmoz! SEOmoz as we know it would not exist if it weren't for the CDA.

= Wabslte Owners Are 100% Responsible for Cantent That They Have Craated

t am an employee and | am posting this conlent. Thue, SEOmoz is responsible for everything contalned in
this post, However, SEGmoz is not responsibie for your comments. (phew!}

= Website Owners Risk Losing Immunity When They Alter, Develop, Collaborate, or Change User-
Generated Content

it makes intuitive sense that when a website swner starts to change user-generated conlent, he shoudd no
ionger be allowed to throw up his hands and claim no responsibility for the content.

The unresolved question for cowrls is where the line is belween creating and editing. A certain amount of
editing (for speiling, grammar) would not cause a website owner o lose immunity. Howaver, sybstantial
edits that affect the meaning of the user.generated content may cause the website owner 1o lose immunily,
Thus, SEOmoz could lose immunity from suit by soliciting, creating, developing, and ovar-zealously editing
your commaents,

Siritarly, RipO¥ Report cannot be held fiable for content created by s users. Strangers can wrile just
about whatever they want on RipO#f Report and so long as Magedson (the manager and afieged
controlierfopetator of RipO#f Repor()® doss no! interfere, he cannot be liable. However, whal if he
substantially alters user-gengrated complaints? I8 he responsible for tiles containing defamatory
language?

= How Much Does a Website Owner Have to Change a Third Party's Content Before He Can Be Hald
l.iable?

http://www seomoz.org/blog/the-anatomy-of-a-ripoff-report-fawsuit 1/21/20069
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SEOmoz | The Anatomy of a RipOff Report Lawsuit Page 4 of 1 02
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No one knows right now, The statule crestes very troad protectian for website owners. However, if a
website owner does encugh editing to change the meaning of user-generalad content, then immunity may
ke lost. There are severgl big cases in the pipeline that may help defing this hourdlary in the next year or
two. In the meantime, if you wan! to know more, you can check out the CDA immunity provisions herg.

= if RipOff Report Writes the Negative, Defamatory Tiles and Stuffs Them With Keywords, Is That
Enocugh to Make Them Liable for Defamation?

Arguably, yes. There is no agreement on this right now. Seversa! courls have stated that if the plaintiffs can
get avidence tha! RipO# Report s drafling defamatory tifies, then there s 3 viable defamation claim and no
immunity. Thus, if you're going 1o sue RipOff Report, it is very important to allege that the websits created
andfor substantisily alterad the meaning of ihe content.! You need to allege facts that get you around the
CDA immunity provisions in order to avoid being thrown out of Court.

There is more than just speculation that Magedson was Involved In altering reports. The

Deglaration_of Dickson Eari Woodard Deposition containg tha swarn testimony of the Plaintiff's former
empioyse? and states repeatedly that Magedson drafted fake complaints and manipulated search engines:

Altorney: So what F've gathered from all of your testimony, Dickson,

is that Ed Magedson has indirectly lold you that he is responsible for

making posts about companies. Me will make these posts.

Mr. Woodard: Yes.

Attorney: And then he will manipulate the search engines,; is that

true?

Mr. Woodard: No question about the search engines. Thal's where the money is made.

In his Response to Woadard's testimony, Magedson_ blames Woodard for making the fake complaints.

Magedson's deposition also throws his credibilly into doubt. Read exgerpis of his testimony and
determine for yourself whether he's telling the truth when he states thal he did nol write the email asking 2
disgruntied empioyee to write an inflammatory post about his employer,

ilf. Ffhe New [old] Approach: Next Generation Plaintiffs Are Focusing on RICO Act Claims Based
on Extortion, Rather Than Defamation

flecause tha COA bars RipOHf Report from Hability for many civil suits, attomeys are shifting their focus. In
addition o defamation, attomeys are suing RipOff Report for violations of the RICO Act. These nex
generation plaintiffs allege that RipGff Report’s conduct is extortion and amounts to racketeering.

= What is the RICO Act?
The Racketeer Influenced and Corrupt Organizations Act was designed {o bust up organized crime like the
mob. The Godfather, as everybody knows, never did his own dirty work. He had people to take care of his

untawful business, Thus, it was not easy for law enforcement to pin iim with money laundering and murder
because he wasn't doing it himself, After years of mafia domination, the legislature wised up and finally
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made a law that made it ilegal to be the head of an organization that conducts a pattern of unlawiul

activity. 1t didn't matter anymore if the Godfather didn't pull the trigger. Because he was in charge of the
organization that made the murder happen, he could be found flable for a RICO Act violation.

Plaintiffs are now applying this same sirgtegy o RigOf Report iitigation.
= The RICO Act is a Favarite with Plaintiffs Because it Allows for Punitive Damages

There is another brifliant thing about RICO Act daims that make them a very altractive avenue to plaintifls’
aftorneys: Punitive or treble damages. If you are found fiable of a RICO Act claim and you extorted
$50,000.00, the Judge can order you to pay three fimes that amount] Most civil lawsuits {like defamation,
for exampie) only allow plaintiffs to recover the amount that they were actually damaged. The ability to
recover punitive damages is what makes RICO so suave, my friend.

= What Does a Plaintiff Have to Prove to Hold RipOff Report Liabte for a RICO Act Violation?

The most common RICO claim makes it untawful for @ person tp manipulate an enterprise for purposes of
engaging In, concealing, or benefiing from 2 pattern of racketearing achvity. In order 1 prove a
“racketeering aclivity,” yvou must essentially prove a crime within a crime. Extartion can serve as a
“racketeering activity” under the siatute,

in the case of RipOff Reporl, a plainiiff must demonstrate that Magedson manipulated an enterprise
{RipOHReport.com} for the purpose of engaging in a pattern of extortion.

Note: I you want to learn more about the RICO Act, | commend to your attention to Mr, Jeffrey Ernest
Greil’s RICE Act in at Nutshell. I's a thorough review and will tell you everything you wan! lo khow and
more about RICO.

= What is Extortion: When s it Wrong to Ask Someone for Money?

RipCOff Report expressly states on its site that it is not engaging in extortionate conduct, This begs the
question, what is extortion? is paying someone tens of thousands of doflars in addition to a monthly fee 1o
kelp you commurnicate with your angry clients the price of good PR, or exlortion?

Generally, the term "axtortion” means the obtaining of property from ancther, with his consent, induced by
wrongful use of actua! or threatened force, violence, or fear, or under color of official right. in other words,
you are committing extortion if you are wrongfudly hreatening someonea to give you money or property. But
it's not always easy o defermine whather the use of force is “wrongful.”

The good news is that the courts have already datermined that taking money from a person in order o
prevertt him from being defamed is extortion. As an example, here's @ kooky and highly entertaining

case involving the criminal underbelly of the Church of Scientology that's surprisingly on point.

Further, several courts have ruled that the facls alieged against RipQOff Report coidd amount 1o extortion.
The courds in Hy Cife and Cambridge Who's Who ruled that the allegations in the plaintiffs” Complaints
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could result i a finding of exlortion against RipOff Report.
= Does the CDA Grant Immunity from a RICO Act Claim as Well as 2 Dafamation Claim?

The CDA grants immunity against more clalms than just defamation. For example; the CDA has granted
immunity from suits invoiving negligent misrepresentation, interfarence with business expectancy, breach
of contract, intentional nuisange, violations of federal civil rights, and smational distress, Mowever, the CDA
does not grant immunity for federal criminal law, intellectual property taw, and electronic communications
privacy law.

The issue over whether the CDA grants immunity from RICO At claims bas not been addressed by & court
yet. So far, none of the RipOff Report rulings state that the CDA grants immunity from RICO charges.
However, none of the courts have found that the CDA does not grant immunity, either,

The Hy Cite Court ruled, “Here, Defendents operate a website. Plaintiff alleges that Defendants create
and solicit false and defamatory complaints against businesses, but will cease this conduct for a $50,000
fee and a $1,500 manthiy relainer. Remedying the publication of false and defamatory complaints, which
Defendants allegedly created and solicited, does not give Dafendants the right to coliect fees. Plaintiff has
properly alleged threatened extortion,”

Thus, so far, courls are nof bothered by the implications of the CDA on the RICO Act. | for one, hope it
stays this way.

IV. Where RipOff Raport Litigation Shouid Go from Here

The steady stream of lawsuits against RipOff Report have not siowed down and there is no indication that
they will. Plaintiffs have become more sophisticated in order o avoid being kicked out of Cowt by the
Communication Decency Act's broad immunity provisions. Plaintifis are being sure to plead that RipOff
report was direcliy responsible for creating defamatory content, not just publishing #.

Because a tol of us have much to gain from a strong COA, Lhope that plaintiffs will continue to press the
RICO/Extortion combo, This will direct the conversation away from the CDA and focus it on the extortion
glements of the case. This is appropriste because this is what makes RipOff Report's alleged conduct so
reprehensibla. If RipOff report were just providing 2 neutral and organic platform 1o publish good and bad
cornments about businesses, no one would be complaining.

What transforms this site from a consumer advocacy site 10 8 menace {allegedly) is its aggressive
viclations of Coogle's terms of service to increase its rankings, and concomitant demands for exorbitant
fees to write a few rebuttal posts. It is not the defamatory nature of the posts that are the problem. After ali,
those are al over the web and probably always will he. The problem here is the apparent intent to damage
& person or business's repulation without regard to the truth of the matter, only to re-victimize the person or
business by charging them exorbitan! fees.

The legat theories have come a long way. A lot of cases are in aggressive investigation phases right now.
'm hoping that some plaintiff cut there will take this case "all the way" so that the public can finally have full
access to the evidence and testimehy necessary to make @ falr degision. if the allegations against RipOff
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Report are true, | believe the RICO Act is the best method for holding RipOff Report accountable.

Thank you for laking the time to read this Analomy of 2 RipO¥ Report lawsuit. | hope you have found it
interesting and useful. As always, | welcome your questions and comments. in particular, please let me
krow if you know of any cases that are not included in my Appendix below,

Very truly yours,
Sarah

Appendix of Cases

i thought it might be useful to list the cases involving RipO#f Report that | have located $o far and indicate
their status. If anyone knows of others, please et me know so | ¢can add it fo my list. For example, | know
there is @ Canadian case that lve left out here. For your information, Xcentric Ventures,
Badbusinessbursau.com, RipQffReport.com, and Edward Mageson are all the same parly.

Ottis v. Magedson—Filed Oclober 18, 2007, in the Nebrasks District Court under cause number
4:2007cv(3251. Mr. Gtlis is asserting both libel and RICO Claims. Cass Pending.

Children of America v. Magedson--Filed February 2007, in Maricopa County Superior Court in Arizona
under cause number CV 2007-003720. The Courl ruled that CofA may have a claim against Magedson for
creating and developing complaints andfor tiles o cornplaints. The case i shll pending. If anyone has
further information about this case, please let me know.

Xcentric Ventures v. Stanley—Fited May 20, 2007, in Arizona’s District Court under cause number
2:2007¢cv00954. This is an unusual case because ROR is the Plaintiff. Further, one of the named
defendants is The Defamation Action League. How cool does that sound? There are some very interesting
documents in the dockel here. My favorite is a pollce report filed by Magedsen regarding threatening
letters that he received. He drops the complaint once the police begin investigating. You be the judge:
Boes it sound like Magedson made the whole thing up? The case is still pending with discovery (disputes)

gclive.

Global Royalties v Xcentric—Fited May 10, 2007, in Arizona's District Court under cause number
2:2007¢v00956. The case is still active and pending a decision by the 8th Circuit ruling on the Roommates
case (which will interpret the CDAj. UPDATE: The case was dismissed in Fabruary 2008 The District
Court granted ROR's Motion to Dismiss, ruling that rmere alfegations that ROR encouraged third parties to
creale defamatory postings was not sufficient to get Globat Royalties around the broad CDA immunity.
Notably, the question of a RICO act vioiation was not before the Court. Instead, the Court ried
consistently with prior CDA cases staling that if e third parly wrote the content, ROR is not fiable for
defamation. This is true even when the original poster of the defematory content later admils that the
statements are not rue and asks ROR lo remove them. The Court sietes, “Unless Congress amends the
statute, it is legally {although perhaps not ethically) besides the point whethar defendants refuse 1o remove
the matsrial, or how they might use it {o thelr advaniage.” You can read the Court's entire Order here.

GW Eguity v. Xcentric~Fited June 1, 2007, in Texas Northetn District Court under cause number
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3:.2007cv00978. This one is the source of some great declarations by a former empioyee who throws
Magedson under the proverbial bus. Magedson's only retort is that the employee was lying and that it was
actually the employee inventing these stories. The cese includes a RICO ¢laim. The case is still pending
and discovery is active.

RSA v. Rip-OffiRgport.com—Fited Aprit 23, 2007, in the New Jersey District Court under cause number
2:07cv01882-HAA-ES. RSA also sued Google in this case. Thal was 8 mistake. Case voluntarily
Dismissed in August 2007, The report i3 stlll online and there is a rebultal from ihe owner.

IGIA v. Xeentric—Filed January 2007, in the Southern District Court of New York under cause number
1:07-cv-00222-5AS-KNF. Complaint alleges RiCO Act and Defamation claims, Default Judgment entered
on December 20, 2007. The Defendant did not appear and defend the lawsuit,

Manchanda Law Offices v, Xcentric--Filed July 25, 2007, in the New York Southaern District Court under
cause number 1.2007cv08708. Orginally faled to plead RICO, but amended the Compiaint in October
2007 to include a RICO claim. The lawsult was never served and was withdrawn by the Plaintff in
Novernber 2007, The negative “reporis” are stifl on Ripoff Report.

Magedson v. Sharp—Filed February 2007, in Marlcopa County Arizona State Court under cause number
CV2007-001968. The case is sfilf pending, ¥ anyone has further information about fhis case, please let me
Know.

Energy Auvlomation Systems v. Xeentric Ventures—Filed November 2, 2008, in Tennessee's Middie
District Court under cause number 3:2006¢v01079. Recently Settled.

Cambridge Who's Who Publishing v. Xcentric—Fiied December 11, 2008, in New York's District Court
under cause number 2:2006¢v0B590. Settiad January 16, 2008,

Magedson v. Federated Financial Services—Filed Oclober 2005, in Maricopa County Arizona under
cause number CV2005-015852. Case dismissed December 2008, If anyone has further information about
this case, please pass it on. :

Hy Cite v. Badhysinesshureau.com—Filed December 11, 2004, in Arizona District Court under cause
number 2:2004cv02855. The plaintiff amended its Compilaint to include defamation, RICO Act claims, and
trademark infringement. The Court dismissed the trademark associated claims, but ruled that the RICO Act
claims and the claims that Magedson authored and/or edited defamatory statemants can go forward, The
case includes a thoughtful and well-wrilten Order authored by Judge Eart H. Carroll going thwough the legal
arguments and defenses. Surely, this well-reasoned order craated the impatus necessary for the parties to
sellie in May 2007, Interestingly, Hy Cite is stilf fisted on RipOffiRepert.com, but uniike oiher rebutials to
compiaints, the rebuttal appears in the tile and above the Complaint. § speculate that this could have been
part of the settlement terms. fNote: Hy Clte originally filed in Wisconsin. However, that case was dismissed
because the Wisconsin ruled that # didn't have jurisdiction over RipOfiReport.com et al.]

Whitney information Network v. Xcentric—Filed January 27, 2004, in Florida's Middle District Court
under cause number 2:2004cv00047. This case is helpful for providing evidence that Magedsen solicited
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reports designed to harass businesses. See document 158.2, which is an excerpt from a deposition with
Magedson in which he discusses an email where he Invites a disgruntied employee to “post something or
part of the e-mail befow? This would be great, and it would definitely piss them offi” UPDATE: This case is
now dismissed. in February 2008, the District Cour! dismissed this case after Ripoff Report filed a Motion
for Sufrimary JUdgriient, The aily dlai Balsre the Court was defamation. There was no RICO Acl viglation
alieged in the Complaint, The Court ruled that RipOff Report cannot be held iable for defamation by having
created the drop-down menu of descriptions {such as "scam” and "rip off*} from which the person fiing the
report chooses to describe his or her report. in other words, drop down menus don't make you an author,
The Court noted that Ed anc other RipOff Report employees submitted signed slatements indicating that
they had never suthored a report. The plaintff did not submit any evidence that RipOff Report authored the
reports at issue In the case. Thus, the Court held that the case was dismissed because there was no
evidence that RipOff Report authored the reports at issue in this case. You can read the Court's Order
hare. Also, you can read Eric Goldman's summary here. White looking for the Court's order in this case, |
found the transcript from Ed Magedsan's deposition taken back in August 2007. Pm sorry i is broken up
inte many many pieces. I'm going to list them here for those who are interested. Parts 1-9 are the
deposition and index; the remaining parts are exhibits. Part 1, Part 2, Part 3, Part 4, Part 5, Part 6, Part
1. Part 8 Part® Part 10, Part 11, Pert 12. Part 13. Part 14, Part 15, Part 16, Part 17, Part 18, Part 18,
Bart 20, Part 21, Part 22 Part 23, Part 24, Part 25, Part 26, Part 27, Part 28, Part 29, Part 30

George 8. May intl v. Xcentrig—Filed September 15, 2004, in Hiinois District Court under cause number
1:2004cvD6018. Agreed dismissal in February 2007,

Pritchard v. Magedson-—Filed Aprit 14, 2004, in the Western District of Pennsyivania under cause
number 2:04-cv-00567-JFC. Case closad on Plaintif"s Motion on May 2004,

Leavenbaum v. Xcentric—Fied October 2004, in Maricopa County Superior Court for the State of
Arizona under cause number CV2004-020368. Case glosed on October 2005 by an Order on Dismissal If
anyone has further information about this case, | am curicus.

Alyon Technologies v Badbusinessbureau.com—Filed 2003 in the Eastern Caribbean Supreme Court
In the High Court of Justice Federation of Saint Christopher and Nevis Saint Christopher Circuit under
claim numbrer SKBHCV2003/052. Default Judoment entered on July 4. 2603 for §27,100,832.00 because
the defendants failed to appear and defend themselves in the suit,

MCW v Badbusinessbureau.com--Fited December 2002, in the Northern District of Texas District Court
under cause number 3:08cv0179. There is e valuable opinion from this unpublished case ihal siates
Magedson s not entiled CDA immunity to the extent that he is developing and creating “repor filles,
headings, and some of the defamalory messages posted on the websites.” Case closed and the report is
stifl gnline with no rebutlal

Magedson v Village Volce Medla—Filed January 31, 2008, in Maricopa County State Court under cause
number CV2008-002418, Unfortunalely | don't have access to the Complaint that was filed. However, |
imagine thal Magedson is suing because of this article written In the Pheonix New Times News.
lronically, he may be suing the news paper for defamation-related claims. If anyone has a copy of this
Compiaint, please send me a copy. UPDATE: ROR write dofensive lattar sbout flling this case.
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1§t was brought 1o my atiention on March 21, 2008 by David Gingras, an attormay for RipOff Repor, that
this comment may "invite people lo make knowingly faise allegations.” Although | don't think my article
does Lhis, | want to make sure that the reader undersiands | am not advocating dishonesty. Please do not
miske Knowingly false allegations agaiist aty paIsch of company at any tims.

2 Previously, inaccurately reported as RipOff Report’s former employee.

3 it was brought to my aftention on March 28, 2008 by Maria Crimi Speth, another attorney for RipOff
Report, that Ed Magedson is not the owner of RipOff Report. Xcentric Ventures is the legal owner of RipOff
Report. Ed Magedson manages Xcentric. Many Complaints allegae that he operates and contiols Xcaniric
and RipOff Report.
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