
1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

WILLARD TOM
General Counsel

LAURA SCHNEIDER
Federal Trade Commission
601 New Jersey Avenue
Washington, DC 20580
Phone (202) 326-2604/ Fax (202) 326-2558
Email: lschneider@ftc.gov

BLAINE T. WELSH
Assistant United States Attorney
Bar No. 4790
333 Las Vegas Blvd, South, Suite 5000
Las Vegas, NV  89101
Phone (702) 388-6336/ Fax (702) 388-6787

Attorneys for Plaintiff
Federal Trade Commission

UNITED STATES DISTRICT COURT 
DISTRICT OF NEVADA

FEDERAL TRADE COMMISSION,               
       
     Plaintiff,              
                            
         v.              
                            
NETWORK SERVICES DEPOT, INC.;
NETWORK MARKETING, LLC, dba
Network Services Marketing;
NET DEPOT, INC.;
NETWORK SERVICES DISTRIBUTION,
INC.;
SUNBELT MARKETING, INC.;
CHARLES V. CASTRO; 
ELIZABETH L. CASTRO; and
GREGORY HIGH;

    Defendants; and

PHYLLIS WATSON, 

     Relief Defendant.

CV–S-05-0440-LDG-LRL

FEDERAL TRADE
COMMISSION’S MOTION FOR
AN ORDER TO SHOW CAUSE
WHY JEFFREY S. BENICE AND
JEFFREY S. BENICE, A
PROFESSIONAL LAW
CORPORATION SHOULD NOT
BE HELD IN CIVIL CONTEMPT
AND  MEMORANDUM IN
SUPPORT

Case 2:05-cv-00440-LDG-LRL     Document 250      Filed 09/15/2009     Page 1 of 17



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Page 2

Plaintiff moves this Court for an Order to Show Cause why Jeffrey S. Benice (“Benice”)

and Jeffrey S. Benice, a Professional Law Corporation (“Benice PLC”) (collectively “Contempt

Defendants”) should not be held in contempt for violating this Court’s March 5, 2009 Final

Judgment and Order for Permanent Injunction and Other Equitable Relief (“Final Order”). 

Contempt Defendants have violated and are continuing to violate the Final Order by failing to

turn over $238,300 to the FTC. 

  This Court, having determined that certain retainer funds derived from the defendants’

proceeds from their unlawful conduct and that the funds were subject to consumer redress,

directed Benice PLC to:  immediately segregate $238,300; designate those funds as “Retainer

Funds Subject to Consumer Restitution in FTC v. Network Services Depot;” transfer the funds to

a trust account; and within 10 days transfer those funds to the FTC (Part V.E of the Final Order).

As described below, Contempt Defendants have failed to perform any of these requirements and

refuse to turn over any monies to the FTC. 

This motion is supported by the accompanying memorandum of points and authorities,

the exhibits attached to it, exhibits previously filed in this matter in connection with various

pleadings filed by plaintiff and defendants, and orders entered by the Court.  For the foregoing

reasons, and those set forth more fully in the accompanying Memorandum, the Federal Trade

Commission respectfully requests that the Court grant this Order to Show Cause why Jeffrey S.

Benice and Jeffrey S. Benice, a Professional Law Corporation should not be held in civil

contempt and enter civil contempt sanctions against them, including sanctions for each day of

noncompliance. 

Respectfully Submitted,

WILLARD TOM
General Counsel

Dated:     September 15, 2009        /s/ Laura Schneider          
LAURA SCHNEIDER
Federal Trade Commission
601 New Jersey Avenue
Washington, DC 20580
Phone (202) 326-2604/Fax (202) 236-2558
Email: lschneider@ftc.gov
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      Exhibits cited in this memorandum that have been filed concurrently with this motion are1

cited as “Ex. Number.”  Exhibits cited in this memorandum that were filed previously in this
case are cited by the appropriate docket number.  References to declarations that were previously
filed are cited by the docket number and the declarant’s last name followed by the appropriate
declaration paragraph number(s) or exhibit number(s), e.g., Dkt. #51, Rosenthal I ¶ 2.  See this
memorandum’s Table of Exhibits for the full titles and locations of each exhibit cited.

      Benice continues to represent the defendants during the appeal process. 2

Page 1

MEMORANDUM OF POINTS AND AUTHORITIES1

I. Introduction

Jeffrey S. Benice (“Benice”) and his law firm, Jeffrey S. Benice, a Professional Law

Corporation (“Benice PLC”) (collectively “Contempt Defendants”) have violated and continue

to violate this Court’s March 5, 2009 Final Judgment and Order for Permanent Injunction and

Other Equitable Relief (“Final Order”) by failing to turn over $238,300 to the FTC.  Benice

represented the defendants, including Charles Castro, in the initial FTC proceeding.   During2

consent negotiations prior to the filing of the Commission action, Castro paid a $375,000

retainer to Benice PLC.  (Dkt. #51, Rosenthal I ¶¶ 2-4, 7, Ex. 8b).  This Court, having

subsequently determined that this money derived from the defendants’ proceeds from their

unlawful conduct and was subject to consumer redress (Dkt. #175), ordered Benice PLC to: 

immediately segregate $238,300; designate those funds as “Retainer Funds Subject to Consumer

Restitution in FTC v. Network Services Depot;” transfer the funds to a trust account; and within

10 days transfer those funds to the FTC (Part V.E of the Order, hereinafter referred to as “the

turnover provision”).  (Ex. 1 at 11-12).  As described below, Contempt Defendants have failed to

perform any of these requirements and refuse to turn over any monies to the FTC.  Accordingly,

the FTC seeks civil contempt sanctions against Contempt Defendants, including sanctions for

each day of noncompliance.
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II. Statement of Facts

In November 2004, after conducting an investigation into the defendants’ sale of Internet

kiosk business opportunities, FTC staff met with then-counsel for the defendants, Peter Spivack,

and expressed their belief that the defendants were liable for violations of the FTC Act and the

Franchise Rule.  (Dkt. #18, Spivack ¶ 3; Dkt. #51, English III ¶ 3).  On November 10, 2004, FTC

staff provided Spivack with a draft complaint.  (Dkt. #153, Rosenthall II ¶ 2).  Between

December 2004 and January 2005, Castro frenetically transferred funds that his companies

received from consumers in and out of numerous accounts held in the names of his companies,

himself, and his family members, including a trust account for the benefit of his children.  (Dkt.

#51, Kelly I ¶¶ 4-6, 15).  On January 14, 2005, while settlement negotiations with the FTC were

ongoing, Castro signed a retainer agreement with Jeffrey S. Benice of Benice PLC and paid

$375,000 for future legal services.  (Dkt. #51, Rosenthal I ¶¶ 2-4, 7, 9, Ex. 8b). 

On April 5, 2005, the Commission filed a complaint and application for a Temporary

Restraining Order (“TRO”) against the defendants.  (Dkt. #1; Dkt. #2).  On April 6, 2005, this

Court issued the TRO, which among other provisions, froze the assets of the defendants,

including assets that third parties held on behalf of, or for the benefit of, the defendants.  (Dkt.

#13).  This Court granted the Stipulated Preliminary Injunction on April 14, 2005, which

continued the freeze on those assets.  (Dkt. #35).  That day, when FTC staff asked Benice about

the whereabouts of the funds that had been in the Castro children’s trust account, Benice

admitted that he believed that a substantial portion of those funds had been used to pay attorney

fees.  (Dkt. #51, Rosenthal I ¶ 7).  Thereafter, the FTC filed a motion for an order freezing the

$375,000 transferred by the defendants to Benice PLC, arguing that those funds belong to

consumer victims under a constructive trust theory.  (Dkt. #51).

In a March 24, 2006 order, this Court deferred ruling on Benice PLC’s entitlement to the

transferred funds, but stated, “[i]f it is ultimately found the transfer of funds (or any portion

thereof) to defense counsel should be set aside, or made subject to consumer redress, the FTC

may move to that extent to have any depleted funds restored.  Defense counsel, presumably, has

factored into its fee arrangements the risks of any such result.”  (Dkt. #142 at 3).  On September
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17, 2007, this Court granted the FTC’s motion to set aside the transfer of retainer funds, finding

that the FTC established by clear and convincing evidence that the monies transferred to defense

counsel derive from the corporate defendants’ proceeds, that the acquisition of the funds was

wrongful, and that the FTC is entitled to the proceeds for consumer redress.  (Dkt. #175 at 2-3). 

As an equitable matter, the Court stated that it would allow payment of certain of defense

counsel’s reasonable and documented attorneys fees.  (Id. at 3).  Thereafter, on February 26,

2009, this Court entered a stipulation between the FTC and Benice PLC that Benice PLC was

entitled to $136,700 in attorneys fees and costs.  (Dkt. #235).

On March 5, 2009, this Court entered the Final Order providing specific steps Benice

PLC had to take to turnover the remaining $238,300 to the FTC.  (Ex. 1).  Specifically, Part V.E

of the Final Order provides:

Jeffrey S. Benice, a Professional Law Corporation, its successors, and/or assigns shall: 

1.  Immediately upon receiving actual notice of this Order by personal service or
otherwise, (a) segregate two hundred thirty-eight thousand, three hundred dollars
($238,300) (“Benice Funds”), (b) designate the Benice Funds as:  “Retainer Funds
Subject to Consumer Restitution in FTC v. Network Services Depot;” and (c) transfer the
Benice Funds to a trust account maintained by the law firm of Jeffrey S. Benice; and 

2.  Within ten (10) business days of the date of receiving actual notice of this Order by
personal service or otherwise, transfer the Benice Funds to the Commission or its duly
authorized agent (as directed by Commission counsel) by electronic funds transfer,
designating the Benice Funds as “Retainer Funds Subject to Consumer Restitution in
FTC v. Network Services Depot.” 

(Ex. 1 at 11-12).  Benice acknowledges receiving actual notice of the Final Order shortly after

March 5, 2009, through the Court’s electronic delivery.  (Ex. 2 at 9-10).  Benice PLC also had

notice of the Final Order through its principal, Benice.  (Id.). 

On March 13, 2009, FTC staff sent a letter to Benice notifying him that pursuant to the

Order, he should transfer $238,300 to the FTC no later than March 20, 2009.  (Ex. 3 ¶2, Ex. 1). 

The letter further gave specific instructions on how and where to transfer the monies.  (Id.). 

After March 20 passed without any transfer of funds, FTC staff spoke to Benice who stated that

he did not have the funds, that he spent them, and that he planned to appeal.  (Id. ¶ 3).  On April

3, 2009, Benice filed a notice of appeal, specifically including the turnover provision in the

notice; however, he did not apply for a stay of the turnover provision, nor did he post a bond. 
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(Dkt. #237).  On June 23, 2009, FTC staff deposed Benice who stated that it was impossible for

him to comply with the turnover provision in the Final Order because those funds were depleted. 

(Ex. 2 at 12-13, 45-46).  On July 1, 2009, FTC staff sent a letter via email to Contempt

Defendants demanding compliance with the turnover provision.  (Ex. 4 ¶ 2, Ex. 1).  Contempt

Defendants admit that they did not take any steps to implement the segregation and transfer of

monies to the FTC  (Ex. 2 at 11-12, 46), despite their assertion under oath that they are not

insolvent.  (Id. at 45). 

III. Legal Argument

This Court has inherent authority to enforce compliance with its orders through civil

contempt.  See, e.g., Stone v. City & County of San Francisco, 968 F.2d 850, 856 n.9 (9th Cir.

1992) (citing Spallone v. United States, 493 U.S. 265, 276 (1990)).  To establish liability for

civil contempt, the plaintiff must show by clear and convincing evidence that the party has

violated a specific and definite order of the court.  FTC v. Affordable Media, LLC, 179 F.3d

1228, 1239 (9th Cir. 1999).  Here, there is overwhelming evidence that Contempt Defendants are

bound by and violated the unambiguous turnover provision of the Final Order.  “The burden then

shifts to the contemnors to demonstrate why they were unable to comply.”  Id.; Nat’l Labor

Relations Bd. v. Trans Ocean Export Packing, Inc., 473 F.2d 612, 616 (9th Cir. 1973).   “A party

cannot disobey a court order and later argue that there were ‘exceptional circumstances’ for

doing so.”  In re Crystal Palace Gambling Hall, Inc., 817 F.2d 1361, 1365 (9th Cir. 1987).

A. Both Benice And Benice PLC Are Bound by The Final Order

Federal Rule of Civil Procedure 65(d)(2) explains that injunctions bind the parties to the

action, their officers, agents, servants, employees, and attorneys, as well as those persons in

active concert or participation with them who receive actual notice of the order by personal

service or otherwise.  Fed. R. Civ. P. 65(d)(2).  Here, although not a defendant in the underlying

action, Benice PLC represented the defendants, was a party litigating the issue of the retainer

funds, and had notice of the Final Order that specifically directs Benice PLC to turnover

$238,300 to the FTC.  See United States Commodity Futures Trading Comm’n v. Forex Liquidity

LLC, No. SACV 07-01437-CJC (Anx), 2009 WL 2231684 (C.D. Cal. July 23, 2009) (finding a
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      Moreover, the Ninth Circuit has held that an injunction is binding on a nonparty who has3

actual notice and either (1) is the alter ego of, or has an identity of interest with, a party, or (2)
aids and abets a party’s violation of the order.  FTC v. Gill, 183 F. Supp. 2d 1171, 1184 (C.D.
Cal. 2001); see Peterson v. Highland Music, Inc., 140 F.3d 1313, 1323-24 (9th Cir. 1998).
2001).  As the alter-ego of Benice PLC, Benice is personally liable for the $238,300.  In
considering whether to to hold a shareholder personally liable for corporate debts, the Ninth
Circuit applies state law.  Under California state law, equitable owners of a corporation are
“personally liable when they treat the assets of the corporation as their own and add or withdraw
capital from the corporation at will; when they hold themselves out as being personally liable for
the debts of the corporation; or when they provide inadequate capitalization and actively
participate in the conduct of corporate affairs.”  Minton v. Cavaney, 56 Cal. 2d 576, 579 (Sup.
Ct. Cal. 1961) (citations omitted). 

Here, Benice is the sole stockholder, officer, and attorney of Benice PLC and has
complete decision-making control over it, treating its assets as his own and holding himself
liable for its debts.  (Ex. 2 at 49-50; 57-64; 67-69; 72; 78; 80).  For example, he admitted in his
deposition that he pays himself out of Benice PLC’s business account when there is money
available and uses a gas card in the firm’s name.  (Id. at 60, 67-69, 72).  Additionally, to pay
Benice PLC’s operating expenses, Benice used money from a personal retirement account,
liquidated a personal brokerage account, and took out personal loans.  (Id. at 49-50, 65, 67-69). 
These personal loans include one for $100,000 from a private lender, on which he is currently
making payments and for which he gave the lender titles to two personal vehicles as security;
and two previous loans from two other individuals, which he has since repaid.  (Id. at 67-69, 78).
Accordingly, there is no individuality or separateness between Benice and Benice PLC.  See
Firstmark Capital Corp. v. Hempel Financial Corp., 859 F.2d 92, 94 (9th Cir. 1988).  Thus, he is
individually accountable for the directives in the Final Order.  See also FTC v. Kuykendall, 371
F.3d 745, 759 (10th Cir. 2004) (individual liable for contempt where he controlled the
corporation and was thus, obligated to take appropriate action for the performance of the
corporate duty) citing Wilson v. United States, 221 U.S. 361, 376 (1911). 

Page 5

nonparty agent of the defendant in civil contempt for failing to turn over assets pursuant to court-

ordered receivership).  Benice, as the sole owner and officer of Benice PLC, was in active

concert and participation with Benice PLC, serving as its agent, and had actual notice of the

order.  Therefore, both Benice and Benice PLC are bound by the Final Order pursuant to Fed. R.

Civ. P. 65(d)(2).3

B. Clear And Convincing Evidence Establishes That Contempt Defendants Are
Violating A Specific And Definite Order Of The Court

The Final Order specifically and definitely provides simple and clear steps that Benice

PLC must take to transfer $238,300 to the FTC.  Part V.E of the Order directs Benice PLC

immediately to “segregate” $238,300; “designate” it as “Retainer Funds Subject to Consumer

Case 2:05-cv-00440-LDG-LRL     Document 250      Filed 09/15/2009     Page 12 of 17
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Restitution in FTC v. Network Services Depot;” “transfer” it to a trust account maintained by

Benice PLC; and within ten business days, “transfer” it to the Commission or its duly authorized

agent (as directed by Commission counsel).  (Ex. 1 at 11-12).  Moreover, the proof of

noncompliance of the turnover provision of the Final Order is clear and convincing because

Contempt Defendants admit that they did not take any steps to implement the segregation and

transfer of monies to the FTC.  (Ex. 2 at 11-12, 46).  Although Benice has filed an appeal of the

Order, he has not applied for a stay (nor has he posted a bond pursuant to Fed. R. Civ. P. 62(d))

(Dkt. #237), and thus, Contempt Defendants are required to comply with the Final Order

promptly.  Donovan v. Mazzola, 716 F.2d 1226, 1240 (9th Cir. 1983) quoting Maness v. Meyers,

419 U.S. 449, 458 (1975) (absent a stay, all court orders and judgments must be complied with

promptly).  See also GTE Sylvania, Inc. v. Consumers Union, 445 U.S. 375, 386 (1980) (as a

matter of respect for the judicial process, persons subject to an injunctive order issued by a court

with jurisdiction are expected to obey that decree until it is modified or reversed, even if they

have proper grounds to object to the order).

C. Contempt Defendants Cannot Support An Inability To Comply Defense

In this case, Contempt Defendants are likely to assert an inability to comply defense. 

They claim that compliance with the Final Order is a factual impossibility because they do not

have the particular funds given to them by the defendants.  Benice claims that he spent the

$375,000 retainer over the course of the representation prior to the entry of the Final Order.  This

impossibility defense cannot prevail because the Final Order does not specify that the $238,300

payment come from the “particular” monies given to Benice PLC by the defendants.  The Court

recognized the possibility of dissipation and thus used the term “restore” in its March 24, 2006

order when it warned counsel that if it ultimately finds that the funds should be made subject to

consumer redress, “the FTC may move to have any depleted funds restored.”  (Dkt. #142 at 3, fn.

1).  Indeed, that is exactly what happened.  Therefore, the fact that counsel may have already

spent that particular money is of no consequence because Contempt Defendants are liable to

replenish the amount of money to which they were never entitled.

Additionally, Contempt Defendants cannot sustain a claim that they are unable to pay due
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to poverty or insolvency.  In such a case, they must show that it is impossible for them to pay

any portion of the Order; otherwise, they must pay what they can.  SEC v. Zubkis, No. 97 Civ.

8086 (JGK), 2003 U.S. Dist. LEXIS 16152 at *10 (S.D.N.Y. Sept. 11, 2003), citing SEC v.

Musella, 818 F. Supp. 600, 602 (S.D.N.Y. 1993); see Affordable Media, 179 F.3d at 1239-1244. 

Benice testified at his deposition that he makes an average of $400,000 per year from his

practice and specifically asserted that he is not insolvent.  (Ex. 2 at 45).  According to his

testimony, he appears to have very few assets but is living in extravagant style, paying over

$6,000 per month in rent and over $3,100 per month in car payments on a BMW, a Porsche

Turbo, a Jeep Wrangler, and a motorcycle.  (Id. at 31-32, 40-44, Ex. JB 5).  Thus, even if he

cannot afford to pay the entire amount in one lump sum, he can at least pay portions of it over

time.  See Musella, 818 F. Supp. at 609-612 (the defendant was not entitled to continue living in

the lifestyle to which he had been accustomed; thus, the court ordered a payment plan in which

he could pay a lump sum up front and monthly payments, and enjoined him from disposing of or

encumbering in any way his interest in his real estate assets).

D. The Court Should Enter The Proposed Contempt Order Containing Civil
Contempt Sanctions

Once a party is found in contempt, the Court has wide discretion in determining the

appropriate sanctions.  United States v. United Mine Workers of Am., 330 U.S. 258, 303-04

(1947).  Sanctions in civil contempt serve two purposes:  (1) to coerce a defendant into

compliance with the court’s order; and (2) to compensate the complainant for losses sustained as

a result of the contumacious behavior.  Id. at 303-04 (citation omitted).  To the extent that a

contempt sanction is coercive, the court has broad discretion to design a remedy that will bring

about compliance.  Falstaff Brewing Corp v. Miller Brewing Co., 702 F.2d 770, 779-80 (9th Cir.

1983).  A close analogy to coercive imprisonment is a per diem fine imposed for each day a

contemnor fails to comply with an affirmative court order.  United Mine Workers of Am. v.

Bagwell, 512 U.S. 821, 829 (1994).  Per diem fines exert a constant coercive pressure, and once

the commands of the injunction are obeyed, daily fines may be purged.  See also FTC v.

Productive Mktg. Inc., 136 F. Supp. 2d 1096, 1112-13 (C.D. Cal. 2001) (finding nonparty in civil

contempt for failing to turn over assets to a court-ordered receivership and issuing a per diem
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      In the event that Contempt Defendants can demonstrate that they have insufficient funds to4

turn over the full amount immediately, the Court may order a payment plan.  See Musella, 818 F.
Supp. at 609-612.

      FTC staff already have begun the redress process from the underlying case.5

Page 8

fine that doubled each day the nonparty failed to comply).

In light of their utter disregard of the Order, it is appropriate to impose a daily coercive

sanction – a per diem fine of $50 for the first day of noncompliance, with the amount doubling

for every additional day of noncompliance until Contempt Defendants turn over the full sum of

$238,300.   Such a sanction takes into account Benice’s financial position (see Richmark Corp.4

v. Timber Falling Consultants, 959 F.2d 1468, 1481 (9th Cir. 1992)) and the fact that the

$238,300 is to be used for consumer redress in the underlying case and consumers will continue

to suffer injury until their money is returned.5

E. The Court Should Award the FTC Interest Accrued Since March 5, 2009

Pursuant to 28 U.S.C. § 1961, the Commission is entitled to interest on the $238,300 that

the Court ordered Contempt Defendants to turnover in the Final Order.  28 U.S.C. § 1961

provides for mandatory interest on any money judgment in a federal court civil case to be

calculated from the date of the entry of the judgment.  See Tinsley v. Sea-Land Corp., 979 F.2d

1382, 1384 (9th Cir. 1992) (once final judgment has been entered in a civil suit in a federal

court, the prevailing party becomes a judgment creditor and is entitled to post-judgment interest

under the mandatory terms of 28 U.S.C. § 1961); Waggoner v. R. McGray, Inc., 743 F.2d 643,

644 (9th Cir. 1984) (interest accrues from the date of judgment).  Here, pursuant to 28 U.S.C. §

1961, the Commission is entitled to interest accrued from March 5, 2009, the date of the Final

Order, until the date Contempt Defendants turn over the full $238,300 to the Commission.  See

Dishman v. UNUM Life Ins. Co. Of Am., 269 F.3d 974, 991 (9th Cir. 2001) (judgment within the

meaning of 28 U.S.C. § 1961 means a final appealable order).
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IV. Conclusion

For the foregoing reasons, the Commission seeks an order to show cause why Contempt

Defendants should not be held in civil contempt.  

Respectfully Submitted,

WILLARD TOM
General Counsel

Dated:     September 15, 2009        /s/ Laura Schneider          
LAURA SCHNEIDER
Federal Trade Commission
601 New Jersey Avenue
Washington, DC 20580
Phone (202) 326-2604/Fax (202) 236-2558
Email: lschneider@ftc.gov

BLAINE T. WELSH
Assistant United States Attorney
333 Las Vegas Blvd, South, Suite 5000
Las Vegas, NV  89101
Phone (702) 388-6336/Fax (702) 388-6787

Attorneys for Plaintiff
Federal Trade Commission
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CERTIFICATE OF SERVICE

This is to certify that on    September 15, 2009   , I served a true and correct copy (ies) of
the attached:

FEDERAL TRADE COMMISSION’S MOTION FOR AN ORDER TO SHOW
CAUSE WHY JEFFREY S. BENICE AND JEFFREY S. BENICE, A
PROFESSIONAL LAW CORPORATION SHOULD NOT BE HELD IN CIVIL
CONTEMPT AND  MEMORANDUM IN SUPPORT

by placing said copy (ies) in a postage paid envelope addressed to the person (s) listed below; by
depositing said envelope in the U.S. Mail, by sending the package via an overnight delivery
service (such as Federal Express); or by facsimile, to:

Jeffrey S. Benice, Esq.
Center Tower
650 Town Center Dr.
Thirteenth Floor, Ste. 1300
Costa Mesa, CA 92626

Attorney for Defendants Charles Castro; Elizabeth Castro; Gregory High; and Phyllis
Watson; Network Services Depot, Inc.; Net Depot, Inc.; Network Marketing, LLC;
Network Services Distribution, Inc.; and Sunbelt Marketing, Inc.

I swear under penalty of perjury that the foregoing is true and correct.  Executed this 
  September 15, 2009 , at Washington, DC.

 /s/ Laura Schneider 
Laura Schneider
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WILLARD TOM
General Counsel

LAURA SCHNEIDER
Federal Trade Commission
601 New Jersey Avenue
Washington, DC 20580
Phone (202) 326-2604/ Fax (202) 326-2558
Email: lschneider@ftc.gov

BLAINE T. WELSH
Assistant United States Attorney
Bar No. 4790
333 Las Vegas Blvd, South, Suite 5000
Las Vegas, NV  89101
Phone (702) 388-6336/ Fax (702) 388-6787

Attorneys for Plaintiff
Federal Trade Commission

UNITED STATES DISTRICT COURT 
DISTRICT OF NEVADA

FEDERAL TRADE COMMISSION,               
       
     Plaintiff,              
                            
         v.              
                            
NETWORK SERVICES DEPOT, INC.;
NETWORK MARKETING, LLC, dba
Network Services Marketing;
NET DEPOT, INC.;
NETWORK SERVICES DISTRIBUTION,
INC.;
SUNBELT MARKETING, INC.;
CHARLES V. CASTRO; 
ELIZABETH L. CASTRO; and
GREGORY HIGH;

    Defendants; and

PHYLLIS WATSON, 

     Relief Defendant.

CV–S-05-0440-LDG-LRL

(Proposed)

ORDER FOR JEFFREY S.
BENICE AND JEFFREY S.
BENICE, A PROFESSIONAL
LAW CORPORATION TO SHOW
CAUSE WHY THEY SHOULD
NOT BE HELD IN CIVIL
CONTEMPT

Upon consideration of Plaintiff Federal Trade Commission’s Motion for an Order to

Show Cause Why Jeffrey S. Benice (“Benice”) and Jeffrey S. Benice, a Professional Law

Case 2:05-cv-00440-LDG-LRL     Document 250-2      Filed 09/15/2009     Page 1 of 2
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Corporation (“Benice PLC”) (collectively “Contempt Defendants”) should not be held in civil

contempt for violating this Court’s Final Judgment and Order for Permanent Injunction and

Other Equitable Relief (“Final Order”) entered on March 5, 2009, and the accompanying

memorandum of points and authorities and exhibits, and finding good cause for said application, 

IT IS HEREBY ORDERED that:

(1) The Application is GRANTED.

(2) Contempt Defendants shall appear before this Court on _____________, 2009, at

________ __.m. at the Lloyd D. George United States Courthouse, 1st Floor, 333

Las Vegas Boulevard South, Las Vegas, NV 89101-7065, to show cause, if any

there be, why this Court should not find them in civil contempt for failing to

comply with the requirements of the Final Order and impose such relief as it

deems appropriate.

(3) Contempt Defendants shall serve Plaintiff Federal Trade Commission (“FTC” or

“Commission”) any documentary evidence on which they will rely at the show

cause hearing no later than fourteen (14) days prior to the hearing, by

electronic mail to lschneider@ftc.gov or by overnight delivery addressed to Laura

Schneider, Federal Trade Commission, 600 Pennsylvania Ave., N.W., Suite NJ-

2122, Washington, D.C. 20580.  Service of all Court filings on the FTC shall also

be made electronically or by overnight mail. 

(4) If Contempt Defendants intend to present the testimony of any witness at the

show cause hearing, they shall serve the Commission, by electronic mail to

Lschneider@ftc.gov and by overnight delivery to the above address, no later

than fourteen (14) days prior to the hearing, a statement containing the name,

address, and telephone number of any such witness.  

Dated this _____ day of _______________, 2009.

                                                           

United States District Judge

Case 2:05-cv-00440-LDG-LRL     Document 250-2      Filed 09/15/2009     Page 2 of 2
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WILLARD TOM
General Counsel

LAURA SCHNEIDER
Federal Trade Commission
601 New Jersey Avenue
Washington, DC 20580
Phone (202) 326-2604/ Fax (202) 326-2558
Email: lschneider@ftc.gov

BLAINE T. WELSH
Assistant United States Attorney
Bar No. 4790
333 Las Vegas Blvd, South, Suite 5000
Las Vegas, NV  89101
Phone (702) 388-6336/ Fax (702) 388-6787

Attorneys for Plaintiff
Federal Trade Commission

UNITED STATES DISTRICT COURT 
DISTRICT OF NEVADA

FEDERAL TRADE COMMISSION,               
       
     Plaintiff,              
                            
         v.              
                            
NETWORK SERVICES DEPOT, INC.;
NETWORK MARKETING, LLC, dba
Network Services Marketing;
NET DEPOT, INC.;
NETWORK SERVICES DISTRIBUTION,
INC.;
SUNBELT MARKETING, INC.;
CHARLES V. CASTRO; 
ELIZABETH L. CASTRO; and
GREGORY HIGH;

    Defendants; and

PHYLLIS WATSON, 

     Relief Defendant.

CV–S-05-0440-LDG-LRL

(Proposed)

CONTEMPT ORDER

Upon consideration of Plaintiff Federal Trade Commission’s Motion for an Order to

Show Cause Why Jeffrey S. Benice (“Benice”) and Jeffrey S. Benice, a Professional Law
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Corporation (“Benice PLC”) (collectively “Contempt Defendants”) should not be held in civil

contempt for violating this Court’s Final Judgment and Order for Permanent Injunction and

Other Equitable Relief (“Final Order”) entered on March 5, 2009, and the accompanying

memorandum of points and authorities and exhibits, and finding good cause for said motion, the

Court finds and orders:

FINDINGS

1. This Court entered the Final Judgment and Order for Permanent Injunction and

Other Equitable Relief (“Final Order”) on March 5, 2009.

2. Jeffrey S. Benice (“Benice”) and Jeffrey S. Benice, a Professional Law

Corporation (“Benice PLC”) (collectively “Contempt Defendants”) received actual notice of the

Final Order.

3. Part V.E of the Final Order provides specific steps Contempt Defendants had to

take to turn over $238,300 to the FTC.  Specifically, Part V.E.1 of the Final Order directs

Contempt Defendants to immediately:  “(a) segregate two hundred thirty-eight thousand, three

hundred dollars ($238,300) (‘Benice Funds’); (b) designate the Benice Funds as: ‘Retainer Funds

Subject to Consumer Restitution in FTC v. Network Services Depot;’ and (c) transfer the Benice

Funds to a trust account maintained by the law firm of Jeffrey S. Benice.”   Part V.E.2 of the

Final Order directs Contempt Defendants to “within ten (10) business days of the date of

receiving actual notice of this Order by personal service or otherwise, transfer the Benice Funds

to the Commission or its duly authorized agent (as directed by Commission counsel) by

electronic funds transfer, designating the Benice Funds as ‘Retainer Funds Subject to Consumer

Restitution in FTC v. Network Services Depot.’” 

4. On September 15, 2009, the Commission filed a contempt proceeding against

Contempt Defendants, alleging that Contempt Defendants violated the Final Order by failing to

perform any of Part V.E of the Final Order’s requirements and failing to turn over any monies to

the Commission. 

5. The Court finds that Contempt Defendants violated: 

a. Part V.E.1 of the Final Order by failing to: (1) immediately segregate

$238,300 upon receipt of the Final Order; (2) designate the Benice funds as “Retainer Funds

Case 2:05-cv-00440-LDG-LRL     Document 250-3      Filed 09/15/2009     Page 2 of 3
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Subject to Consumer Restitution in FTC v. Network Services Depot;” and (3) transfer the Benice

funds to a trust account.

b. Part V.E.2 of the Final Order by failing to transfer the Benice funds to the

FTC within 10 days of receipt of the Final Order.

ORDER

1. Contempt Defendants Jeffrey S. Benice and Jeffrey S. Benice, a Professional Law

Corporation are in contempt of the Final Order.

2. Contempt Defendants shall immediately pay $238,300 plus interest accrued since

March 5, 2009, pursuant to 28 U.S.C. § 1961, amounting to a total of $________________ to the

Commission or its duly authorized agent (as directed by Commission counsel) by electronic

funds transfer.

3. In the event Contempt Defendants fail to immediately turn over $238,300 plus

interest to the Commission, Contempt Defendants shall pay a per diem fine of $50 for the first

day of noncompliance, with the amount doubling for every additional day of noncompliance

until Contempt Defendants turn over the full sum of $238,300.

Dated this _____ day of _______________, 2009.

                                                           
United States District Judge
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WILLARD TOM
General Counsel

LAURA SCHNEIDER
Federal Trade Commission
601 New Jersey Avenue
Washington, DC 20580
Phone (202) 326-2604/ Fax (202) 326-2558
Email: lschneider@ftc.gov

BLAINE T. WELSH
Assistant United States Attorney
Bar No. 4790
333 Las Vegas Blvd, South, Suite 5000
Las Vegas, NV  89101
Phone (702) 388-6336/ Fax (702) 388-6787

Attorneys for Plaintiff
Federal Trade Commission

UNITED STATES DISTRICT COURT 
DISTRICT OF NEVADA

FEDERAL TRADE COMMISSION,               
       
     Plaintiff,              
                            
         v.              
                            
NETWORK SERVICES DEPOT, INC.;
NETWORK MARKETING, LLC, dba
Network Services Marketing;
NET DEPOT, INC.;
NETWORK SERVICES DISTRIBUTION,
INC.;
SUNBELT MARKETING, INC.;
CHARLES V. CASTRO; 
ELIZABETH L. CASTRO; and
GREGORY HIGH;

    Defendants; and

PHYLLIS WATSON, 

     Relief Defendant.

CV–S-05-0440-LDG-LRL

EXHIBITS IN SUPPORT OF
FEDERAL TRADE
COMMISSION’S MOTION FOR
AN ORDER TO SHOW CAUSE
WHY JEFFREY S. BENICE AND
JEFFREY S. BENICE, A
PROFESSIONAL LAW
CORPORATION SHOULD NOT
BE HELD IN CIVIL CONTEMPT 
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UNITED STATES DISTRICT COURT 
DISTRICT OF NEVADA 

FEDERAL TRADE COMMISSION, 

Plaintiff, 

v. 

NETWORK SERVICES DEPOT, INC.; 
NETWORK MARKETING, LLC, dba 
Network Services Marketing; 
NETWORK SERVICES DISTRIBUTION, 
INC.; 
SUNBELT MARKETING, INC.; 
CHARLES V. CASTRO; 
ELIZABETH L. CASTRO; and 
GREGORY HIGH; 

Defendants; and 

PHYLLIS WATSON, 

Relief Defendant. 

CV-S-05-0440-LDG-LRL 

FINAL JUDGMENT 
AND ORDER FOR PERMANENT 
INJUNCTION AND OTHER 
EQIDTABLE RELIEF 

WHEREAS, Plaintiff Federal Trade Commission ("FTC" or "Commission") 

commenced this action on April 5, 2005, by filing a complaint for a permanent injunction and 

other equitable relief in this case pursuant to Sections 13(b) and 19 ofthe Federal Trade 

Commission Act ("FTC Act"), 15 U.S.C. §§ 53(b) and 57b (Dlct. #1). 

WHEREAS, the Complaint alleges that Defendants, in connection with the marketing 

and sale of public access Internet terminals, have violated Section 5(a) of the FTC Act, 15 

U.S.c. § 45(a), and the FTC's Trade Regulation Rule titled "Disclosure Requirements and 

Prohibitions Concerning Franchising and Business Opportunity Ventures," formerly codified as 

16 C.F.R. Part 436 (2005) ("2005 Franchise Rule"), which rule has been replaced by two 

separate rules governing franchises and business opportunities as set forth in the Definitions 

section below. 
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I WHEREAS, on April 6, 2005, the Court issued a Temporary Restraining Order in this 

2 case (Dkt. #13), which, among other provisions, froze the assets of Defendants and Relief 

3 Defendant. On April 14,2005, the Court granted a Stipulated Preliminary Injunction in this case 

4 (Dkt. #35), which, among other provisions, continued the freeze on those assets. 

5 WHEREAS, the FTC filed a motion (Dkt. #51, Opposition - Dkt. #56, Reply -

6 Dkt. #62) for an order freezing certain funds transferred by Defendants to their attorneys, 

7 arguing among other things, that those funds belong to consumer victims under a constructive 

8 trust theory. 

9 WHEREAS, on March 24, 2006, the Court entered an order (Diet. #142), which stated, 

10 among other things, that: "[ilf it is ultimately found the transfer of funds (or any portion thereof) 

II to defense counsel should be set aside, or made subject to consumer redress, the FTC may move 

12 to that extent to have any depleted funds restored. Defense counsel, presumably, has factored 

13 into its fee arrangements the risks of any such result." 

14 WHEREAS, the FTC moved for summary judgment against Defendants for violations of 

15 Section 5(a) ofthe FTC Act, 15 U.S.c. § 45(a), and the 2005 Franchise Rule (Dkt. #78, 

16 Response - Dkt. #79, Reply - Diet. # 127). 

17 WHEREAS, the FTC's motion for summary judgment requested that the Court, among 

18 other things: (I) fmd that Defendants Network Services Depot, Inc.; Network Marketing, LLC; 

19 Network Services Distribution, Inc.; Sunbelt Marketing, Inc.; Charles V. Castro; Elizabeth 

20 Castro, and Gregory High had violated Section 5(a) of the FTC Act and the 2005 Franchise 

21 Rule; (2) order injunctive relief and restitution for injured consumers pursuant to § 13(b) and 

22 § 19 of the FTC Act, 15 U.S.C. § 53(b) and § 57b; (3) order Defendants Network Services 

23 Depot, Inc.; Network Marketing, LLC; Network Services Distribution, Inc.; Sunbelt Marketing, 

24 Inc.; Charles V. Castro; and Gregory High to pay restitution to injured consumers; (4) order that 

25 the funds in the Castro Children's Trust (controlled by Relief Defendant Phyllis Watson) be used 

26 to pay consumer restitution; and (5) order that certain monies transferred to Defendants' 

27 attorneys also be used for consumer restitution. 
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1 WHEREAS, in support of its motion for summary judgment, the FTC demonstrated that, 

2 between mid 2001 and early 2004, consumers paid an aggregate of$18,867,528 to Defendant 

3 Network Services Depot. 

4 WHEREAS, on September 29,2006, the Court entered an order (Dkt. #143), which 

5 granted the FTC's motion for summary judgment, with one exception - the Court sought 

6 additional briefmg on the issue of monies transferred to Defendants' attorneys. 

7 WHEREAS, on September 17,2007, the Court entered an order (Dkt. #175), which 

8 found (I) that a portion of monies transferred to Defendants' attorneys are recoverable under the 

9 theory of constructive trust; and (2) that the FTC established by clear and convincing evidence 

10 (a) that the fee funds derive from corporate defendants' proceeds, (b) that the acquisition of the 

11 funds was wrongful, and (c) that the FTC is entitled to the proceeds for consumer redress; but, 

12 (3) that, as an equitable matter, the Court would permit payment of defense counsel's reasonable 

13 and documented attorneys fees on matters directly related to this specific litigation up to March 

14 24,2006. 

15 WHEREAS, on January 8, 2009, the Court entered an order (Dkt. #228), which: (I) states 

16 that it would grant Defendants' attorney, the law finn of Jeffrey S. Benice, reasonable fees for 

17 documented services directly related to this case between January 1, 2005, and April I, 2006, at 

18 the rate of $300 for Mr. Benice and at the rate of one-third what Mr. Benice originally requested 

19 for other professional services provided by his firm, as well as costs through the period as 

20 requested; and (2) ordered Benice to submit to a revised motion for fees. 

21 WHEREAS, on February 4,2009, Mr. Benice filed a declaration (Dlct. #229) seeking 

22 $194,382 in fees and costs. 

23 WHEREAS, the FTC and Mr. Benice entered a stipulation on February 25, 2009 (Dkt. 

24 #233), stating the amount offees and costs to which Mr. Benice is entitled pursuant to the 

25 January 7, 2009, order is $136,700. 

26 WHEREAS, on February 13,2009, the Court entered an order (Dkt. #232), which 

27 modified the Stipulated Preliminary Injunction in this case so that Washington Mutual Bank may 
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I enforce its remedies against real property owned by Defendant Gregory High, located at 90 Echo 

2 Run, Irvine, CA. That order stated that, "if [surplus funds resulting from Washington Mutual's 

3 foreclosure proceedings] are realized after a fmal order has been entered in this matter, such 

4 surplus funds be transferred to the FTC pursuant to the terms of the final order." 

5 WHEREAS, on February 27,2009, the Federal Trade Commission filed a motion titled, 

6 Motion Pursuant to the Court's Janumy 7, 2009, Orderfor Entry of Final Judgment and Order. 

7 THEREFORE, it is hereby ORDER, ADJUDGED, and DECREED as follows: 

8 FINDINGS 

9 1. Tbis Court has jurisdiction over the subject matter of this case and jurisdiction over all 

10 parties. 

II 2. 

12 3. 

13 

14 4. 

15 

16 

17 

18 5. 

19 

20 6. 

21 

22 

23 7. 

24 

25 

26 

27 8. 

Venue in this district is proper under 15 V.S.C. § 53(b) and 28 V.S.c. § 139 I (b) and (c). 

The activities of Defendants are in or affecting commerce, as defined in the FTC Act, 15 

V.S.C. § 44. 

The Complaint states a claim upon which relief can be granted against Defendants and 

Relief Defendant under Sections 5(a), 13(b), and 19 ofthe Federal Trade Commission 

Act ("FTC Act"), 15 V.S.c. §§ 45(a), 53 (b), and 57b, and under the 2005 Franchise Rule, 

16 C.F.R. Part 436 (2005). 

This Order incorporates the findings and conclusions set forth in the September 29,2006, 

order (Dkt. #143) entered by this Court in this case. 

Having reviewed the FTC's Motion for Sununary Judgment, the Court finds that between 

mid 2001 and early 2004, consumers paid an aggregate of$18,867,528 to Defendant 

Network Services Depot. 

This Order incorporates the findings and conclusions set forth in the March 24, 2006, 

order (Dkt. #142), the September 17,2007, order (Dkt. #175), the January 7, 2009, order 

(Dkt. #228) (collectively, "Attorney Fees Orders") entered by this Court in this case as to 

Defendants and Jeffrey S. Benice. 

Having reviewed the February 25, 2009, stipulation between the FTC and Mr. Benice, 
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I the Court finds that the law finn ofJeffrey S. Benice is entitled to $136,700 for 

2 reasonable attorney fees and costs directly related to this case between January I, 2005, 

3 and April I, 2006. Therefore, pursuant to the Attorney Fees Orders, the FTC is entitled, 

4 for consumer restitution, to the retainer funds paid to the law finn of Jeffrey S. Benice in 

5 excess of$136,700, which amounts to $238,300. 

6 9. The paragraphs of this Order shall be read as the necessary requirements for compliance 

7 and not as altematives for compliance, and no paragraph serves to modify another 

8 paragraph unless expressly so stated. 

9 10. 

10 II. 

Each party shall bear its own costs and attorneys' fees. 

Entry of this Order is in the public interest. 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

DEFINITIONS 

For purposes of this Order, the following defmitions shall apply: 

A. "Assets" means any legal or equitable interest in, right to, or claim to, any real 

and personal property, including, but not limited to, chattel, goods, instruments, equipment, 

fixtures, general intangibles, inventory, checks, notes, leaseholds, effects, contracts, mail or other 

deliveries, shares of stock, lists of consumer names, accounts, credits, premises, receivables, 

funds, and cash, wherever located, whether in the United States or abroad. 

B. "Business Opportunity Rule" means FTC Trade Regulation Rule titled 

"Disclosure Requirements and Prohibitions Concerning Business Opportunities," codified at 16 

C.F.R. Part 437, or as it may be amended. 

c. "Business Venture" means any written or oral business arrangement, however 

22 denominated, that is covered by the Franchise Rule or the Business Opportunity Rule, or that 

23 consists of the payment of any consideration in exchange for: 

24 a. the right or means to offer, sell, or distribute goods or services (regardless 

25 of whether identified by a trademark, service mark, trade name, 

26 advertising, or other commercial symbol); and 

27 b. more than nominal assistance to any person or entity in connection with or 
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D. 

incident to the establishment, maintenance, or operation of a new business 

or the entry by an existing business into a new line or type of business. 

"Corporate Defendants" means Network Services Depot, Inc.; Network 

Marketing, LLC; Network Services Distribution, Inc.; Sunbelt Marketing, Inc.; and their 

successors and assigns. 

E. "Defendants" means all of the Individual Defendants and the Corporate 

Defendants, individually, collectively, or in any combination. 

F. "Document" is synonymous in meaning and equal in scope to the usage of the 

term in Federal Rule of Civil Procedure 34(a), and includes writings, drawings, graphs, charts, 

photographs, audio and video recordings, computer records, and other data compilations from 

which the information can be obtained and translated, if necessary, through detection devices 

into reasonably usable form. A draft or non-identical copy is a separate document within the 

meaning ofthe term. 

G. "Franchise Rule" means the FTC Trade Regnlation Rule titled "Disclosure 

15 Requirements and Prohibitions Concerning Franchising," codified at 16 C.F.R. Part 436, or as it 

16 may be amended. 

17 H. "Individual Defendants" means Charles V. Castro, Elizabeth L. Castro, and 

18 Gregory High. 

19 1. "Person" means a natural person, organization or other legal entity, including a 

20 corporation, partnership, proprietorship, association, or cooperative, or any other group, or 

21 combination acting as an entity. 

22 

23 

J. "Relief Defendant" means Phyllis Watson. 

ORDER 

M L 

25 BAN ON SALE OF FRANCHISES AND BUSINESS VENTURES 

26 IT IS THEREFORE ORDERED that the Corporate Defendants and Defendant Charles 

27 V. Castro, directly or through any corporation, partnership, subsidiary, division, trade name, 
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1 device, or other entity, are hereby permanently restrained and enjoined from: 

2 

3 

4 

5 

6 

7 

8 

9 

10 

A. 

B. 

c. 

D. 

Advertising, marketing, promoting, offering for sale, selling, or assisting any 

other person in the sale of any Business Venture; or 

Receiving any remuneration or other consideration of any kind whatsoever from 

any person engaged in or assisting in advertising, marketing, promoting, offering 

for sale, or selling any Business Venture; 

Holding any ownership interest, share, or stock in, any person engaged in 

advertising, marketing, promoting, offering for sale, or selling any Business 

Venture; or 

Serving as an employee, officer, director, trustee, general manager of, or 

II consultant or advisor to, any person engaged in advertising, marketing, 

12 promoting, offering for sale, or selling any Business Venture. 

13 Nothing in this Order shall be read as an exception to this Section. 

14 IL 

15 PROIDBITED REPRESENTATIONS 

16 IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale, 

17 licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or 

18 services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade 

19 name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and 

20 all persons and entities in active concert or participation with them who receive actual notice of 

21 this Order, by personal service or otherwise, are hereby enjoined from misrepresenting, 

22 expressly or by implication, any material fact, including, but not limited to: 

23 

24 

25 

A. 

B. 

The existence, perfonnance, efficacy, nature, or central characteristic of such 

good or service; 

The income, profit, or sales volume that a purchaser of such good or service is 

26 likely to achieve; 

27 C. The source of any income or profit sent to a purchaser of such good or service; or 
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D. The availability or existence of locations or profitable locations for such good or 

service. 

III. 

MEANS AND INSTRUMENTALITIES 

5 IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale, 

6 licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or 

7 services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade 

8 name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and 

9 all persons and entities in active concert or participation with them who receive actual notice of 

10 this Order, by personal service or otherwise, are hereby enjoined from providing to others the 

II means or instrumentalities with which to malce misrepresentations, expressly or by implication, 

12 of any material fact, including, but not limited to, providing others with materials that contain 

13 false representations concerning: 

14 

15 

16 

17 

18 

19 

A. 

B. 

C. 

D. 

The existence, performance, efficacy, nature, or central characteristic of such 

good or service; 

The income, profit, or sales volume that a purchaser of such good or service is 

likely to achieve; 

The source of any income or profit sent to a purchaser of such good or service; or 

The availability or existence of locations or profitable locations for such good or 

20 service. 

21 IV. 

22 MONETARY RELIEF 

23 IT IS FURTHER ORDERED that: 

24 

25 

26 

27 

A. Judgment is hereby entered jointly and severally against the Corporate 

Defendants, Defendant Charles V. Castro, and Defendant Gregory High in the 

amount of eighteen million, eight hundred twenty-seven thousand, five hundred 

twenty-eight dollars ($18,827,528), as equitable monetary relief to redress 
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B. 

C. 

D. 

consumer Injury. This monetary judgment shall become immediately due and 

payable by Defendants upon entry ofthis Order, and interest computed at the rate 

prescribed under 28 U.S.C. § 1961 shall immediately begin to accrue on the 

unpaid balance. 

Within ten (10) business days of the date of service ofthis Order, by personal 

service or otherwise, Relief Defendant shall pay to the FTC as equitable monetary 

relief to redress consumer injury all funds contained in the account for which the 

Relief Defendant is listed as the account holder, trustee, or custodian at Fullerton 

Community Bank with account number ending in 0690, which was frozen 

pursuant to the Stipulated Preliminary Injunction in this case, and funds that 

Fullerton Community Bank removed from such frozen account and is holding 

separately. That amount shall be at least two hundred seventy thousand, nine 

hundred seventy-five dollars ($270,975). In the event of default on the payment 

required to be made by this Subsection, the entire unpaid judgment, together with 

interest computed under 28 U.S.C. § 1961 -- accrued from the date of default until 

the date of payment -- shall be immediately due and payable. Provided, however, 

that this judgment shall be deemed fully satisfied upon completion of Section V.B 

of this Order. 

All payments required to be made to the Commission under this Order shall be 

made by electronic funds transfer in accordance with directions provided by the 

Commission. 

All funds transferred pursuant to this Order shall be deposited into a fund 

23 administered by the FTC, or its designated agent, to be used for equitable relief, 

24 including, but not limited to, restitution and any attendant expenses for the 

25 administration of any monetary fund. lithe Commission detennines, in its sole 

26 discretion, that direct restitution for consumers is wholly or partially 

27 impracticable or funds remain after restitution is completed, the Commission may 
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apply any remaining funds for any other equitable relief (including consumer 

information remedies) that it determines to be reasonably related to Defendants' 

practices alleged in the Complaint. Any funds not used for this equitable relief 

shall be deposited into the U.S. Treasury as disgorgement. Defendants and Relief 

Defendant shall have no right to challenge the FTC's choice of remedies under 

this Section. 

V. 

TURNOVER OF ASSETS HELD BY THIRD PARTIES 

IT IS FURTHER ORDERED that to partially satisfY the monetary judgment set forth 

in the Section titled "Monetary Relief:" 

A. Any law firm, financial or brokerage institution, escrow agent, title company, 

commodity trading company, business entity, or person, that holds, controls, or 

maintains custody of any asset or account of, on behalf of, or for the benefit of, 

any Corporate Defendant, Defendant Charles V. Castro, or Defendant Gregory 

High, or has held, controlled, or maintained custody of any account or asset of, on 

behalf of, or for the benefit of, any such Defendant, shall turn over such asset or 

all funds in such account to the Commission or its duly authorized agent (as 

directed by Commission counsel), within ten (10) business days of receiving 

actual notice of this Order by personal service or otherwise. Those assets or 

accounts include, but not necessarily limited to: 

I. 

2. 

All frozen funds held at Fullerton Community Bank, including, but not 

limited to, funds in accounts in the name of, or controlled by, any 

Defendant, including accounts with account numbers ending in 9150, 

9169,1018,1827,3179,0058,3518,2905,0266, and 9753; 

All frozen funds held at Union Bank of California, including, but not 

26 limited to, funds in the account in the name of, or controlled by, any 

27 Defendant, with account number ending in 0230, 7484, and 7674; and 
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B. 

c. 

D. 

E. 

3. Three thousand dollars ($3,000) currently held by in escrow by Goe & 

Forsythe, LLP. 

Within ten (10) business days of the date of service of this Order, by personal 

service or otherwise, the Fullerton Community Ban1c shall transfer to the 

Commission or its duly authorized agent (as directed by Commission counsel) all 

funds contained in the account for which the Relief Defendant is listed as the 

account holder, trustee, or custodian at Fullerton Community Ban1c with account 

number ending in 0690, which was frozen pursuant to the Stipulated Preliminary 

Injunction in this case, and funds that Fullerton Community Bank removed from 

such frozen account and is holding separately. That amount shall be at least two 

hundred seventy thousand, nine hundred seventy-five dollars ($270,975). 

Upon entry ofthis Order, Defendants and Relief Defendant relinquish all 

dominion, control, and title to: (I) all funds contained in the accounts frozen 

pursuant to the Stipulated Preliminary Injunction in this case and funds that a 

fmancial institution removed from a frozen account and is holding separately; and 

(2) all assets subject to claims made by the Commission in this case. Defendants 

and Relief Defendant shall make no claim to or demand return of the funds, 

directly or indirectly, through counselor otherwise. 

Defendants and Relief Defendant shall provide full cooperation to the 

Commission to ensure that funds and assets held by third parties are turned over 

to the Commission. Such full cooperation with the Commission shall include, but 

not be limited to, promptly executing any documents necessary to effectuate any 

transfer of funds to the Commission or its agents or representatives. 

Jeffrey S. Benice, a Professional Law Corporation, its successors, and/or assigns 

25 shall: 

26 I. Immediately upon receiving actual notice of this Order by personal service 

27 or otherwise, (a) segregate two hundred thirty-eight thousand, three 
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F. 

G. 

2. 

hundred dollars ($238,300) ("Benice Funds"), (b) designate the Benice 

Funds as: "Retainer Funds Subject to Consumer Restitution in FTC v. 

Network Senlices Depot;" and (c) transfer the Benice Funds to a trust 

account maintained by the law firm of Jeffrey S. Benice; and 

Within ten (10) business days of the date ofreceiving actual notice of this 

Order by personal service or otherwise, transfer the Benice Funds to the 

Commission or its duly authorized agent (as directed by Commission 

counsel) by electronic funds transfer, designating the Benice Funds as 

"Retainer Funds Subject to Consumer Restitution in FTC v. Network 

Services Depot." 

If, after entry of this Order, Washington Mutual Bank, its successors, and/or 

assigns, realizes any excess proceeds (proceeds in excess of payment of all sums 

that Washington Mutual Bank secured by a deed of trust) upon exercising any 

rights it has to enforce remedies against real property owned by Defendant 

Gregory High, located at 90 Echo Run, Irvine, CA, Washington Mutual Bank, its 

successors, and/or assigns shall transfer such excess proceeds to the Commission 

or its duly authorized agent (as directed by Commission counsel) within ten (10) 

business days of realizing such proceeds. 

All payments required to be made to the Commission or its agents or 

20 representatives under this Section shall be used as equitable monetary reliefto 

21 redress consumer injury in accordance with the Section titled "Monetary Relief' 

22 and shall be made by electronic funds transfer in accordance with directions 

23 provided by the Commission. 

24 VI. 

25 LIFTING OF THE ASSET FREEZE 

26 IT IS FURTHER ORDERED that the freeze ofthe assets pursuant to the Stipulated 

27 Preliminary Injunction in this case shall be lifted to the extent necessary to transfer assets 
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I pursuant to Section V.A-D. Once all such assets required to be transferred under such provisions 

2 have been transferred, as evidenced by a letter confirming receipt of same from counsel for the 

3 Commission, the freeze of the remaining assets shall be lifted permanently. 

4 VII. 

5 FORFEITURE ACTION 

6 IT IS FURTHER ORDERED that, with respect to any assets seized from Bank of 

7 America Accounts in the name of Bikini Vending Corporation by the Federal Bureau of 

8 Investigation, including approximately one million, five hundred twenty-four thousand dollars 

9 ($1,524,000), which is or has been the subject of u.s. v. $1,524,438.90, SACV 04-91O-AHS-

10 MLG (C.D. Calif.): 

II A. Within five (5) business days of the date of entry of this Order, Defendants shall 

12 release any and all claims they may have to such assets. 

13 

14 

IS 

16 

17 

18 

19 

B. 

c. 

D. 

Upon entry of this Order, the Defendants shall relinquish all dominion, control, 

and title to such assets. Defendants shall malce no claim to or demand return of 

such assets, directly or indirectly, tlrrough counselor otherwise. 

Such assets and their proceeds may be transferred by the Office of the United 

States Marshal, or its designated agent, to the Federal Trade Commission, or its 

designated agent. 

Any such assets transferred to the Commission shall be used as equitable 

20 monetary relief to redress consumer injury in accordance with the Section titled 

21 "Monetary Relief' and shall partially satisfy the monetary judgment set forth in 

22 that section. 

23 VIII. 

24 CUSTOMER LISTS 

25 IT IS FURTHER ORDERED that Defendants, directly or through any corporation, 

26 partnership, subsidiary, division, trade name, device, or other entity, and their officers, agents, 

27 servants, employees, and attorneys, and all persons and entities in active concert or participation 
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with them who receive actual notice of this Order, by personal service or otherwise, are hereby 

enjoined from selling, renting, leasing, transferring, or otherwise disclosing the name, address, 

telephone number, credit card number, bank account number, email address, or other identifying 

information of any person who purchased a Business Venture from any Defendant; provided that 

Defendants may disclose such identifying information to a law enforcement agency, including 

the Federal Trade Commission, or as required by any law, regulation, or court order. 

IX. 

COMPLIANCE MONITORING 

IT IS FURTHER ORDERED that, for the purpose of monitoring and investigating 

compliance with any provision of this Order: 

A. Within ten (10) days of receipt of written notice from a representative ofthe 

Commission, Defendants and Relief Defendant each shall submit additional 

written reports, which are true and accurate and sworn to under penalty of 

perjury; produce documents for inspection and copying; appear for deposition; 

and provide entry during normal business hours to any business location in such 

Defendant's possession or direct or indirect control to inspect the business 

operation; 

B. 

c. 

In addition, the Commission is authorized to use all other lawful means, inclnding 

but not linllted to: 

1. 

2. 

obtaining discovery from any person, without further leave of court, using 

the procedures prescribed by Fed. R. Civ. P. 30, 31, 33, 34, 36,45 and 69; 

posing as consumers and suppliers to Defendants, their employees, or any 

other entity managed or controlled in whole or in part by any Defendant, 

without the necessity of identification or prior notice; and 

Defendants each shall pernlit representatives of the Commission to interview any 

26 employer, consultant, independent contractor, representative, agent, 

27 or employee who has agreed to such an interview, relating in any way to any 
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1 conduct subject to this Order. The person interviewed may have counsel present. 

2 Provided however, that nothing in this Order shall limit the Commission's lawful use of 

3 compulsory process, pursuant to Sections 9 and 20 of the FTC Act, 15 V.S.C. §§ 49, 57b-l, to 

4 obtain any documentary material, tangible things, testimony, or infonnation relevant to unfair or 

5 deceptive acts or practices in or affecting commerce (within the meaning of IS V.S.c. § 

6 45(a)(l)). 

7 X. 

8 COMPLIANCE REPORTING 

9 IT IS FURTHER ORDERED that, in order that compliance with the provisions of this 

10 Order may be monitored: 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

A. For a period of five (5) years from the date of entry of this Order, 

1. Each Individual Defendant shall notifY the Commission of the following: 

a. Any changes in such Defendant's residence, mailing addresses, 

and telephone numbers, within ten (10) days of the date of such 

change; 

b. Any changes in such Defendant's employment status (including 

self-employment), and any change in such Defendant's ownership 

in any business entity, within ten (10) days of the date of such 

change. Such notice shall include the name and address of each 

business that such Defendant is affiliated with, employed by, 

creates or fonns, or perfonns services for; a detailed description of 

the nature of the business; and a detailed description of such 

Defendant's duties and responsibilities in connection with the 

business or employment; and 

c. Any changes in such Defendant's name or use of any aliases or 

fictitious names; 

2. Defendants shall notifY the Commission of any changes in structure of any 
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B. 

Corporate Defendant or any business entity that any Defendant directly or 

indirectly controls, or has an ownership interest in, that may affect 

compliance obligations arising under this Order, including but not limited 

to: incorporation or other organization; a dissolution, assignment, sale, 

merger, or other action; the creation or dissolution of a subsidiary, parent, 

or affiliate that engages in any acts or practices subject to this Order; or a 

change in the business name or address, at least thirty (30) days prior to 

such change, provided that, with respect to any proposed change in the 

business entity about which a Defendant leams less than thirty (30) days 

prior to the date such action is to take place, such Defendant shall notify 

the Commission as soon as is practicable after obtaining such knowledge. 

One hundred eighty (180) days after the date of entry of this Order and annually 

thereafter for a period of five (5) years, Defendants each shall provide a written 

report to the FTC, which is true and accurate and sworn to under penalty of 

peljury, setting forth in detail the manner and form in which they have complied 

and are complying with this Order. This report shall include, but not be limited 

to: 

1. For each Individual Defendant: 

a. 

b. 

such Defendant's then-current residence address, mailing 

addresses, and telephone numbers; 

such Defendant's then-current employment status (including self­

employment), including the name, addresses, and telephone 

numbers of each business that such Defendant is affiliated with, 

employed by, or performs services for; a detailed description of the 

nature of the business; and a detailed description of such 

Defendant's duties and responsibilities in connection with the 

27 business or employment; and 
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C. 

D. 

E. 

2. 

c. Any other changes required to be reported under Subsection A of 

this Section. 

For all Defendants: 

a. 

b. 

A copy of each acknowledgment of receipt of this Order, obtained 

pursuant to the Section titled "Distribution of Order;" and 

Any other changes required to be reported under Subsection A of 

this Section. 

Each Defendant shall notify the Commission of the filing of a bankruptcy petition 

by such Defendant within fifteen (15) days of filing. 

For the purposes of this Order, Defendants shall, unless otherwise directed by the 

Commission's authorized representatives, send by overnight courier all reports 

and notifications required by this Order to the Commission, to the following 

address: 

Associate Director for Enforcement 
Federal Trade Commission 
600 Pennsylvania Avenue, N.W., Room NJ-2122 
Washington, D.C. 20580 
RE: FTC v. Network Services Depot, IIlC., CV-S-05-0440-LDG-LRL. 

Provided that, in lieu of overnight courier, Defendants may send such reports or 

notifications by first-class mail, but only if Defendants contemporaneously send 

an electronic version of such report or notification to the Commission at: 

DEBrief@ftc.gov. 

For purposes of the compliance reporting and monitoring required by this Order, 

22 the Commission is authorized to communicate directly with each Defendant and 

23 Relief Defendant. 

24 XI. 

25 RECORD KEEPING PROVISIONS 

26 IT IS FURTHER ORDERED that, for a period of eight (8) years from the date of entry 

27 of this Order, Defendants, in connection with any business where any Defendant is the majority 

Final Judgment and Order Page 17 of21 



Case 2:05-cv-00440-LDG-LRL     Document 250-4      Filed 09/15/2009     Page 19 of 22

Case 2:05-cv-00440-LDG-LRL Document 236 Filed 03/05/2009 Page 18 of 21 

1 owner of the business or directly or indirectly manages or controls the business, and their agents, 

2 employees, officers, corporations, and those persons in active concert or participation with them 

3 who receive actual notice of this Order by personal service or otherwise, are hereby restrained 

4 and enjoined from failing to create and retain the following records: 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

A. 

B. 

c. 

D. 

E. 

F. 

Accounting records that reflect the cost of goods or services sold, revenues 

generated, and the disbursement of such revenues; 

Personnel records accurately reflecting: the name, address, and telephone number 

of each person employed in any capacity by such business, including as an 

independent contractor; that person's job title or position; the date upon which the 

person commenced work; and the date and reason for the person's termination, if 

applicable; 

Customer files containing the names, addresses, phone numbers, dollar amounts 

paid, quantity of items or services purchased, and description of items or services 

purchased, to the extent such information is obtained in the ordinary course of 

business; 

Complaints and refund requests (whether received directly, indirectly, or through 

any third party) and any responses to those complaints or requests; 

Copies of all sales scripts, training materials, advertisements, or other marketing 

materials; and 

All records and documents necessary to demonstrate full compliance with each 

21 provision of this Order, including but not limited to, copies of ackoowledgments 

22 of receipt of this Order required by the Sections titled "Distribution of Order" and 

23 "Ackoowledgment of Receipt of Order" and all reports submitted to the FTC 

24 pursuant to the Section titled "Compliance Reporting." 

25 XII. 

26 DISTRIBUTION OF ORDER 

27 IT IS FURTHER ORDERED that, for a period of five (5) years from the date of entry 
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ofthis Order, Defendants shall deliver copies of the Order as directed below: 

A. Corporate Defendant: Each Corporate Defendant must deliver a copy of this 

Order to (I) all of its principals, officers, directors, and managers; (2) all of its 

employees, agents, and representatives who engage in conduct related to the 

subject matter of the Order; and (3) any business entity resulting from any change 

in structure set forth in Subsection A.2 of the Section titled "Compliance 

Reporting." For current personnel, delivery shall be within five (5) days of 

service of this Order upon such Defendant. For new personnel, delivery shall 

occur prior to them assuming their responsibilities. For any business entity 

resulting from any change in structure set forth in Subsection A.2 of the Section 

titled "Compliance Reporting," delivery shall be at least ten (10) days prior to the 

change in structure. 

B. 

C. 

Individual Defendant as Control Person: For any business that an Individual 

Defendant controls, directly or indirectly, or in which such Defendant has a 

majority ownership interest, such Defendant must deliver a copy ofthis Order to 

(1) all principals, officers, directors, and managers of that business; (2) all 

employees, agents, and representatives of that business who engage in conduct 

related to the subject matter of the Order; and (3) any business entity resulting 

from any change in structure set forth in Subsection A.2 of the Section titled 

"Compliance Reporting." For current personnel, delivery shall be within five (5) 

days of service of this Order upon such Defendant. For new personnel, delivery 

shall occur prior to them assuming their responsibilities. For any business entity 

resulting from any change in structure set forth in Subsection A.2 of the Section 

titled "Compliance Reporting," delivery shall be at least ten (10) days prior to the 

change in structure. 

Individual Defendant as employee or non-control person: For any business 

27 where an Individual Defendant is not a controlling person of a business but 
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1 otherwise engages in conduct related to the subject matter of this Order, such 

2 Defendant must deliver a copy of this Order to all principals and managers of 

such business before engaging in such conduct. 3 

4 D. Defendants must secure a signed and dated statement aclmowledging receipt of 

5 the Order, within thirty (30) days of delivery, from all persons receiving a copy of 

6 the Order pursuant to this Section. 

7 XIII. 

8 ACKNOWLEDGMENT OF RECEIPT OF ORDER 

9 IT IS FURTHER ORDERED that each Defendant and Relief Defendant, within five (5) 

10 business days of receipt of this Order as entered by the Court, must submit to the Commission a 

11 truthful sworn statement acknowledging receipt ofthis Order. 

12 XIV. 

13 SEVERABILITY 

14 IT IS FURTHER ORDERED that the provisions of this Order are separate and 

15 severable from one another. If any provision is stayed or determined to be invalid, the remaining 

16 provisions shall remain in full force and effect. 

17 XV. 

18 RETENTION OF JURISDICTION 

19 IT IS FURTHER ORDERED that this Court shall retain jurisdiction of this matter for 

20 purposes of construction, modification, and enforcement of this Order. 

21 / 

IT IS SO ORDERED, this5 day of (Y) tit ,20rf! 22 

23 

24 

25 Dated: 

26 

27 
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DATED: 2127109 

Final Judgment and Order 

Respectfully submitted, 

/s/ Lisa D. Rosenthal 

LISA D. ROSENTHAL 
KERRY O'BRIEN 
Federal Trade Commission 
901 Market Street, Suite 570 
San Francisco, CA 94103 
Phone (415) 848-5100/ Fax (415) 848-5184 
Email: lrosenthal@ftc.gov 
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Jeffrey Benice June 23, 2009 
Los Angeles, CA 

Page 1 

1 UNITED STATES DISTRICT COURT 

2 DISTRICT OF NEVADA 

3 

4 FEDERAL TRADE COMMISSION, 

5 Plaintiff, 

6 vs. ) CV-S-05-0440-LDG-LRL 

7 NETWORK SERVICES DEPOT, INC. ; ) Volume I 

8 NETWORK MARKETING, LLC, dba ) 

9 Network Services Marketing; ) 

10 NETWORK SERVICES DISTRIBUTION ) 

11 INC. ; ) 

12 SUNBELT MARKETING, INC. ; ) 

13 CHARLES V. CASTRO; ) 

14 ELIZABETH L. CASTRO; and ) 

15 GREGORY HIGH; ) 

16 Defendants; and ) 

17 PHYLLIS WATSON, ) 

18 Relief Defendant. ) 

19 . ) 

20 

21 The deposition of JEFFREY BENICE, 

22 taken at 10877 Wilshire Boulevard, Suite 700, 

23 Los Angeles, California, commencing at 10:45 a.m., 

24 Tuesday, June 23rd, 2009, before Valerie L. Boyce, 

25 CSR No. 11626. 

Alderson Reporting Company 
l-800-FOR-DEPO 

EXHIBIT 
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Page 2

1 APPEARANCES OF COUNSEL:
2
3 FOR PLAINTIFF:
4           FEDERAL TRADE COMMISSION
5           BY:  LAURA SCHNEIDER, ESQ.
6                (telephonically)
7           601 New Jersey Avenue, NW
8           Room 2141
9           Washington, D.C. 20001

10           (202) 326-2503
11           lschneider@ftc.gov
12
13 Also present:
14           Charles Pidano (telephonically)
15
16
17
18
19
20
21
22
23
24
25

Page 3

1                       I N D E X
2 Witness
3 Jeffrey Benice
4 Examination by:                                     Page
5      Ms. Schneider   ------------------------          5
6
7                    E X H I B I T S
8 Plaintiff's        Description                    Marked
9 Exhibit JB1    Subpoena to Testify at a                7

10                Deposition or to Produce
11                Documents in a Civil Action
12 Exhibit JB2    Final Judgment and Order for            8
13                Permanent Injunction and
14                Other Equitable Relief
15 Exhibit JB3a   Subpoena to Produce Documents,         13
16                Information, or Objects or to
17                Permit Inspection of Premises
18 Exhibit JB3b   Subpoena to Produce Documents,         13
19                Information, or Objects or to
20                Permit Inspection of Premises
21 Exhibit JB4    Federal Trade Commission               13
22                Financial Statement of
23                Individual Defendant
24
25 ///

Page 4

1                    E X H I B I T S
2 Plaintiff's        Description                    Marked
3 Exhibit JB5    Federal Trade Commission               13
4                Financial Statement of
5                Corporate Defendant
6 Exhibit JB6    Schedule of Assets and Debts           13
7 Exhibit JB7    U.S. Corporation Income Tax            13
8                Return
9

10 INFORMATION REQUESTED:
11 PAGE 55, LINE 3
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 5

1            Tuesday, June 23, 2009, 10:45 a.m.
2                 Los Angeles, California
3
4                     JEFFREY BENICE
5  was called as a witness by and on behalf of the
6  Plaintiff, and having been first duly sworn by the
7  Certified Shorthand Reporter, was examined and
8  testified as follows:
9

10          MS. SCHNEIDER:  For the record, this is a
11 telephonic deposition.  My name is Laura Schneider.  I'm
12 an attorney with the Federal Trade Commission.  I am on
13 the phone in Washington, D.C., and present with me is
14 Charles Pidano, a financial analyst with the Federal
15 Trade Commission.  That is it for the room here in D.C.
16          Mr. Benice, can you state for the record who is
17 present there.
18          THE WITNESS:  Just me and the court reporter.
19
20                       EXAMINATION
21
22 BY MS. SCHNEIDER:
23     Q.   Okay.  And can you state your full name for the
24 record, please.
25     A.   Jeffrey Steven Benice.
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1          MS. SCHNEIDER:  And for the record, this
2 deposition is being taken under the case FTC versus
3 Network Services Depot, et al., in the District of
4 Nevada; and it's pursuant to Section IX of the Permanent
5 Injunction and Final Judgment Order, and the FTC does
6 reserve the right to reopen the deposition at a later
7 date if necessary.
8     Q.   Mr. Benice, I know you're a practicing attorney.
9 Have you taken depositions during your tenure as an

10 attorney?
11     A.   Yes.  You don't need to give me an admonition.
12     Q.   Okay.  How many years have you been an attorney?
13     A.   I was admitted to the California Bar in November
14 of 1978.
15     Q.   Okay.  And have you been deposed in the past?
16     A.   Yes.
17     Q.   About how many times?
18     A.   I don't recall.  At least two.
19     Q.   When was the last time?
20     A.   I couldn't tell you.  By that I mean more
21 than --
22     Q.   More than five years ago?
23     A.   No, no.  Several years ago.
24     Q.   Oh.  So, as you know, it's important to
25 verbalize all your answers, especially since we're on the

Page 7

1 telephone.  If you want me to repeat something, let me
2 know.  If you don't understand something, please let me
3 know.
4     A.   Yes.
5     Q.   Okay.  How are you feeling today?
6     A.   Fine.
7     Q.   Okay.  Are you taking any medication that might
8 interfere with your ability to recall or testify
9 truthfully today?

10     A.   No.
11     Q.   Are you experiencing any kind of condition that
12 would affect your ability to recall or testify truthfully
13 today?
14     A.   No.
15          MS. SCHNEIDER:  All right.  Valerie, if you
16 could hand Mr. Benice JB1.
17          THE WITNESS:  I've got that.
18          (Deposition Exhibit JB1 was marked for
19 identification.)
20 BY MS. SCHNEIDER:
21     Q.   Great.  This is the notice of deposition.  Did
22 you receive this notice, Mr. Benice?
23     A.   Yes.
24     Q.   Okay.  And this deposition notice was for
25 June 9, but you requested the rescheduling for today's

Page 8

1 date; is that correct?
2     A.   Correct.
3     Q.   And you're here pursuant to this notice on the
4 reschedule request?
5     A.   Correct.
6     Q.   Great.  Have you prepared for this deposition by
7 discussing it with anyone else?
8     A.   No.
9     Q.   Mr. Benice, do you have any other names that you

10 go under?
11     A.   No.
12          (Deposition Exhibit JB2 was marked for
13 identification.)
14 BY MS. SCHNEIDER:
15     Q.   I'd like for you to look at now JB2 which we've
16 marked, which is the Final Judgment and Order for
17 Permanent Injunction and Other Equitable Relief.
18     A.   Yes.  I have that.
19     Q.   And that is in the case FTC versus Network
20 Services Depot.
21          Were you involved in the litigation in that
22 case?
23     A.   Yes.
24     Q.   In what capacity?
25     A.   I represented several of the defendants in

Page 9

1 conjunction with the law firm of Goe & Forsythe.
2     Q.   Okay.  And Charles Castro was one of the
3 defendants in that case?
4     A.   Yes.
5     Q.   You represented him?
6     A.   Yes.
7     Q.   When were you first hired by Mr. Castro?
8     A.   I don't recall specifically.  '05 or '06.  I
9 just don't recall.  If you had something to refresh my

10 memory.  What was the year that this action was filed?
11     Q.   If you have the order, the temporary restraining
12 order was issued on April 6, 2005.
13     A.   Right.  Yes.  I was retained in early '05.
14     Q.   Okay.  And you represented him through Final
15 Judgment and Order?
16     A.   Correct.  I still represent him.
17     Q.   And you still represent him.
18     A.   Correct.
19     Q.   This final order was entered on March 5th, 2009,
20 by the court; is that right?
21     A.   That's what it says, yes.
22     Q.   Okay.  When did you receive a copy of this final
23 order?
24     A.   I don't recall.  It was sometime after.  I think
25 this was sent by e-mail.  When you ask if I received it,
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1 when I actually saw it was not on March 5th.
2     Q.   Okay.  But you did receive it shortly
3 thereafter?
4     A.   Correct.
5     Q.   And you said by e-mail?
6     A.   I think this was served by e-mail, yes.
7     Q.   That was served through the court system, the
8 ECF system?
9     A.   Correct.

10     Q.   Did you provide copies of this to your client?
11     A.   Yes.
12     Q.   Do you know approximately when?
13     A.   No.
14     Q.   Turning over in the order to Section V,
15 Section V(E).
16     A.   My client at the time was incarcerated, and he
17 is incarcerated.  I believe this was sent by my office to
18 his wife, Beth Castro, who in turn then forwards all
19 materials to him.  He's in the Chino State Prison.
20     Q.   Okay.
21     A.   You asked me to turn to what page?
22     Q.   Page 10, Section V, Turnover of Assets Held by
23 Third Parties.
24     A.   Correct.
25     Q.   Actually, if you turn to page 11,

Page 11

1 Section V(E) --
2     A.   Correct.
3     Q.   -- that section orders you to segregate, under
4 section (a), $238,300.
5     A.   Correct.
6     Q.   And then it designates those funds as retainer
7 funds subject to consumer restitution in FTC versus
8 Network Services Depot.
9     A.   Yes.

10     Q.   Then, under Letter C, transfer the Benice funds
11 to a trust account maintained by the law firm of
12 Jeffrey S. Benice.
13     A.   Correct.
14     Q.   Just for the record, that is your law firm, the
15 Law Firm of Jeffrey S. Benice?
16     A.   Correct.
17     Q.   Okay.  Can you tell me what, if any, actions you
18 took to comply with Section 1(a), segregating the funds?
19     A.   None.  It's a theoretical and factual
20 impossibility.  I don't have $238,300 in funds.
21     Q.   Okay.  Did you take any action to designate any
22 funds under section (b)?
23     A.   No.  I don't have any such funds, as had been
24 reported to the court many, many years ago.
25     Q.   Did you take any action to comply with

Page 12

1 Section 1(c), the transfer of any funds?
2     A.   I do not have the retainer funds.
3     Q.   So that was a no?
4     A.   Correct.
5     Q.   The order states then in Part 2 there --
6 Part V(2) states that within ten business days of the
7 date of receiving actual notice of this order, that you
8 transfer the Benice funds to the Commission or its duly
9 authorized agent.

10     A.   Correct.
11     Q.   Did you take any action to comply with that
12 section?
13     A.   Yes, I did.  So we're real clear, I took action
14 to comply with Paragraph E; and as I said, it's a factual
15 impossibility.  I do not have --
16     Q.   You didn't transfer any funds to the FTC?
17     A.   No, I did not.  I do not have the retainer
18 funds.
19     Q.   Can you explain what happened to those funds?
20     A.   Well, yeah.  I billed Mr. Castro about $700,000
21 in legal fees over the past four and a half years, both
22 in this action and his criminal proceedings.  He paid me,
23 if I recall, a $350,000 retainer that was spent in legal
24 fees over the course of that representation, actually,
25 several years ago.

Page 13

1     Q.   Are you saying prior to when the court
2 ordered -- prior to the March 5th order?
3     A.   Absolutely.  Like about probably three years
4 ago.  Again, I'm certain, two to three years ago, I
5 believe those fees were dissipated.
6     Q.   Okay.  Let me come back to that in a little
7 while.  Let's look at the next exhibit, JB3a and JB3b.
8          (Deposition Exhibits JB3a and JB3b were marked
9 for identification.)

10 BY MS. SCHNEIDER:
11     Q.   Are these the subpoenas that you received for
12 documents from the Federal Trade Commission addressed to
13 both you and to Jeffrey S. Benice, Professional Law
14 Corporation?
15     A.   Look to be, yes.
16     Q.   Did you fill out both individual and corporate
17 financial statements pursuant to these notices?
18     A.   I believe I did.  I think I provide backup
19 information.
20     Q.   And backup information.  Okay.  All right.
21          MS. SCHNEIDER:  The next four exhibits are JB4,
22 JB5, JB6, and JB7.
23          (Deposition Exhibits JB4, JB5, JB6, and JB7 were
24 marked for identification.)
25          THE WITNESS:  Just a second.
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1 BY MS. SCHNEIDER:
2     Q.   I've marked the individual financials as JB4,
3 being from Jeffrey S. Benice --
4     A.   Correct.
5     Q.   -- and the corporate financials as JB5 from the
6 Jeffrey S. Benice Professional Law Corporation.
7     A.   Correct.
8     Q.   JB6 is the Schedule of Assets and Debts that
9 look like from the divorce proceeding.

10     A.   Correct.
11     Q.   And JB7 is a tax return from 2007.
12     A.   Draft.  Not filed.
13     Q.   Draft, yes.  And those are all documents you
14 provided to the FTC in response to those subpoenas, the
15 JB3a and -3b?
16     A.   Right.  And I think I also provided you with a
17 lawsuit I'm involved in concerning a dispute with the
18 IRS.
19     Q.   Right.  And was there anything else?
20     A.   I'd have to go back and look.  I can't answer
21 that.  There were several sets of documents I sent off.
22     Q.   Okay.  Looking at the financials JB4 and JB5,
23 did you prepare those documents?
24     A.   That's my handwriting, yes.
25     Q.   What type of documents did you rely on to
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1 prepare those?
2     A.   None.  My memory.  And that's why, in addition,
3 I submitted the income -- that Schedule of Assets and
4 Debts in my divorce.
5     Q.   And to the best of your knowledge, are these JB4
6 and JB5 -- let's do JB4.  Is that an accurate reflection
7 of your individual financial condition at this time?
8     A.   As of the date I signed it, yes.
9     Q.   For JB5, is that an accurate reflection of the

10 financial condition of the Jeffrey S. Benice Professional
11 Law Corporation?
12     A.   As of the date that it was signed, yes.  I mean,
13 I have a law firm that some days I'm bouncing checks,
14 some days there's money.  That's why I provided you with
15 a copy of the tax returns and, I think, the draft tax
16 returns and the "sample check written."  I guess it's the
17 audit that I was involved in in my divorce that kind of
18 did a two- to three-year analysis of cash flow, what my
19 average annual cash flow is and my average annual
20 income --
21     Q.   For JB6, the Schedule of Assets and Debts, all I
22 received was this four-page document.
23     A.   Correct.
24     Q.   More to it?
25     A.   No.  What I was saying is I thought there was

Page 16

1 some information -- some further information concerning
2 the '07 tax return.  For example, there's that "sample
3 checks written" on the last page.  That's from an audit.
4 Not an audit.  It's from a cash-flow analysis of my tax
5 returns that was actually generated in my divorce.
6          Again, all I'm saying is it's a variable
7 situation and that's why, over a two- or three-year
8 period of time in my divorce, there was a forensic
9 accounting done.  What the forensic accounting concluded

10 was that my average annual income -- it made conclusions
11 about my average annual income and average gross revenues
12 based on the former three years.
13     Q.   Let me just go back one second.  The sample
14 deposits and the sample checks -- I'm looking at the last
15 two pages of JB7 -- you didn't provide the full cash flow
16 analysis, though, did you?
17     A.   I just don't remember.  I'd have to look.
18     Q.   Okay.  If you do have that, I would ask that you
19 provide it.  I have not received that.
20     A.   Okay.
21     Q.   With respect to the documents JB4 and JB5,
22 those, you said, were accurate as to the date you signed
23 them.  That was May 24th of 2009; is that correct?
24     A.   Correct.
25     Q.   You mentioned the divorce proceedings.  Is that
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1 still pending?
2     A.   Correct.
3     Q.   So you are still currently married at this time?
4     A.   There's not a final judgment.
5     Q.   Okay.  When was the divorce proceeding filed?
6     A.   February '07, I believe.
7     Q.   Where was the case filed?
8     A.   In Orange County.
9     Q.   Do you know the case number?

10     A.   It's on the document I gave to you.
11     Q.   Oh, it's on that JB6 sheet?
12     A.   Correct.
13     Q.   If you look at page -- oh, there is it is.
14 07D001362?
15     A.   Correct.
16     Q.   Okay.  Who filed the divorce proceeding?
17     A.   We both did.  One was consolidated, if I recall.
18     Q.   Okay.  What were the grounds stated?
19     A.   There are no grounds in California.  And why is
20 that relevant?  So I wouldn't answer it anyway.
21     Q.   Well, we're looking at all assets.
22     A.   Well, you've got them right here.
23     Q.   Well, let me -- looking at, in JB4, Item No. 2,
24 you are still currently married, and you have not filled
25 out information about your spouse.
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1     A.   I'm not married.  I'm in a divorce proceeding --
2 legally separated, actually, as of '06.  I have no
3 information about her.
4     Q.   Well, you say you have no information, but you
5 could fill out Item No. 2 -- her name, Social Security
6 number, place of birth, date of birth.
7     A.   I'm not authorized to give that information to
8 anybody.  I'm not married to her.  I don't have a spouse.
9 I'm in a divorce proceeding.  A final judgment hasn't

10 been entered.  Under California law, everything is
11 separate property from the date of separation.  I was
12 separated sometime in '06, the summer of '06.  I'm not
13 authorized to give any information about her at all.
14     Q.   Authorized by whom?
15     A.   By her.
16     Q.   How long were you married?
17     A.   Five and a half years.
18     Q.   Your wife, her name was -- or is Stacy Emerald
19 Benice?
20     A.   Not Benice.  Stacy Emerald.
21     Q.   Emerald is her maiden name?
22     A.   Correct.
23     Q.   Do you know where she's living at this time?
24     A.   I think she still lives at 38 Remington.
25     Q.   That's the Aliso Viejo property?

Page 19

1     A.   Correct.
2     Q.   Do you know if she's working at this time?
3     A.   I have no idea.
4     Q.   You said the divorce is not technically final.
5 Have you agreed to a certain settlement at this point?
6     A.   No.
7     Q.   Item No. 31, turn to.  It's in JB4, the Summary
8 Financial Schedules.  It states that you have spousal
9 support, $13,000 a month.

10     A.   Correct.
11     Q.   And it says "for at least 12 more months."  What
12 does that mean?
13     A.   I don't know.  It's my estimate.
14     Q.   Why is it for only 12 more months?  Can you
15 explain?
16     A.   Well, I've been paying spousal support since
17 February of '07, if that was the date the petition was
18 filed.  Under California law, spousal support, in most
19 cases, won't exceed one-half the length of the marriage,
20 assuming it is not a long-term marriage.  A long-term
21 marriage under California law would be defined as a
22 marriage typically in excess of seven or eight years of
23 duration.
24          So my guesstimate is I won't be paying spousal
25 support beyond the next 12 months.  But whether that's
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1 accurate or not, whether my guesstimate is accurate or
2 not, I don't know.  It depends on what a court ultimately
3 does.
4     Q.   Is that spousal support pursuant to an agreement
5 that you made with Stacy Emerald?
6     A.   No, it's not.  It's pursuant to a court order.
7     Q.   Okay.  And that court order was as of
8 February '07?
9     A.   No.  There was a lengthy proceeding.  I don't

10 remember the exact date of the court orders.  The
11 original court order -- I think I identified it in these
12 papers -- was that I was supposed to pay $24,000 a month,
13 I think the figure was, in combined spousal and child
14 support.  It was subsequently reduced, I believe, in
15 October of '08, to $13,500 in spousal support only.
16     Q.   You have a daughter, Isabella; is that right?
17     A.   Correct.
18     Q.   Is she living with you?
19     A.   Yes.
20     Q.   In Item No. 30 on the previous page --
21     A.   What page are you on again?
22     Q.   It's page 13 of JB4.
23     A.   Okay.  I've got it.
24     Q.   Number 30, Transfer of Assets.
25     A.   Got it.
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1     Q.   You didn't list any transfers to Stacy Emerald
2 within the last three years.  Have there been any
3 transfers to her?
4     A.   No.
5     Q.   The property at 38 Remington in Aliso Viejo, who
6 owns that currently?
7     A.   The name on title has always been Stacy Emerald.
8     Q.   It's always been Stacy Emerald?
9     A.   Correct.  She's on the loan.  It may be Stacy

10 Emerald Benice.  I don't remember.  But it's always been
11 in her name, and she's the obligor on the loan.
12     Q.   Okay.  In Item No. 1 on JB4, under "Previous
13 Addresses," you lived at the 38 Remington address --
14     A.   I'm sorry.  What item?
15     Q.   Item No. 1.
16     A.   Got it.
17     Q.   And this is just information about you.  It says
18 38 Remington, Aliso Viejo, owned from 2000 to 2006.  Then
19 it says "dispute."  What does that mean?
20     A.   What page are you on?
21     Q.   Page 2 of JB4, your individual financial
22 statement.
23     A.   All right.  Let me find it.  Well, you asked me
24 addresses and do I rent or own.  I had a belief that I
25 had an ownership interest in the property.
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1     Q.   Okay.  And is that still in dispute?
2     A.   I don't believe it will be any longer.
3     Q.   Why not?
4     A.   Because of recent California decisions.
5     Q.   What -- can you explain what you're talking
6 about?
7     A.   There's recent cases that say that essentially,
8 if title is held during the marriage as sole and separate
9 by a particular person, then it is sole and separate.

10 It's not community property.
11     Q.   When you first -- when was the property first
12 purchased?  Was that in 2000?
13     A.   I think it was 2000.
14     Q.   Okay.  And do you recall what was the down
15 payment for the house?
16     A.   No.  I think it was 150,000.  Something like
17 that.
18     Q.   And do you recall who provided the down payment?
19     A.   The majority came from me.
20     Q.   Why did you put the -- or you and your wife at
21 the time decide to put the house in her name only?
22     A.   Because she could qualify for the loan.
23     Q.   Based on what?
24     A.   I don't know.  She could qualify on the loan.
25 She had a good credit score.
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1     Q.   At the time, did she have any income?
2     A.   She had income.  Some.
3     Q.   What type of work did she do?
4     A.   She had been working for a construction company,
5 but not a particular time.
6     Q.   What was her approximate income back at the
7 time?  Do you know?
8     A.   I don't know.
9     Q.   During the time that -- from 2000, from the time

10 the house was bought, you were living there from 2000 to
11 2006?
12     A.   Correct.
13     Q.   And who was making the mortgage payments during
14 that time?
15     A.   I don't remember.  I think she made them out of
16 her bank account.  I may have made some too.  There
17 wasn't any particular formula.  The money came from me to
18 make the payments.
19     Q.   Okay.  So even the money out of her bank account
20 came from you as well?
21     A.   For the most part.
22     Q.   On the divorce Schedule of Assets and Debts on
23 JB6, you valued the house at 1.1 million.  Then --
24     A.   Then.  Then I did.
25     Q.   Okay.  And it states "unknown."  What does the
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1 "unknown" refer to?
2     A.   I have no knowledge of what that house is worth
3 today.  I suspect -- I've been told it's worth less than
4 the lien amount on the first.  So there's no equity in
5 the house.
6     Q.   Can you explain what you mean by that?
7     A.   There's no equity in the house.  I think the
8 first is about $800,000.
9     Q.   The first mortgage?

10     A.   Correct.  So there's no equity.  On top of that,
11 there's an IRS tax lien on the house.
12     Q.   Right.
13     A.   That's why I don't believe payments are being
14 made on the house any longer.
15     Q.   What is the loan history on the property?  Was
16 that first mortgage taken out in 2000?  Were there any
17 other mortgages at the time?
18     A.   The first was refinanced at some stage.  I don't
19 remember when.
20     Q.   Okay.  Was there ever a home equity taken out as
21 well?
22     A.   No.
23     Q.   So it was just the first mortgage that ended up
24 being refinanced?
25     A.   Correct.
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1     Q.   At the refinance stage, who paid the closing
2 costs for that?
3     A.   I don't remember.  I think it was refinanced
4 when we were separated during an earlier separation.  She
5 paid it.
6     Q.   In 2006, you mentioned -- well, your statement
7 says that you owned it from 2000 to 2006.  I guess you --
8 can you explain -- did you believe you co-owned it during
9 that time?

10     A.   I've always believed that I had some interest in
11 it.
12     Q.   Do you still believe that you have --
13     A.   Not if I follow what the case says.
14     Q.   You mentioned that during the divorce --
15     A.   Go ahead.
16     Q.   -- there was a forensic accounting done.
17     A.   Correct.
18     Q.   When was that finalized?
19     A.   I don't recall.  It was a long process.  It took
20 about ten months.
21     Q.   Do you have a copy of that?
22     A.   Yes, I do.
23     Q.   Do you have a copy of that final accounting?
24     A.   Yes, I do.
25     Q.   Okay.  I ask that you provide a copy of that.
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1     A.   Okay.  Just send me an e-mail to remind me.
2     Q.   Of course.  So is it correct, if I state that
3 the house at 38 Remington was then never sold, that
4 Stacy Emerald continues to live there and hold title
5 despite the lien?
6     A.   Correct.
7     Q.   When you moved out of that residence, did you
8 take any of the assets from the residence?
9     A.   I took some personal property.  My clothes,

10 things like that.
11     Q.   The home address that you provided subsequent to
12 that, 21 Arboretum --
13     A.   Correct.
14     Q.   -- it states that you rented from 2006 to 2007.
15     A.   I rented for a period of time, yes.
16     Q.   And then you purchased it and owned it from 2007
17 to 2009?
18     A.   Correct.
19     Q.   It was a rent to own?  Is that how it worked?
20     A.   No.  It was lease option deal through a broker.
21     Q.   Was that a single-family home?
22     A.   No.  Town house.
23     Q.   When you purchased it, did you own that property
24 outright?
25     A.   No.
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1     Q.   How was it held?
2     A.   Through the brokers -- the broker was the actual
3 owner, or he had an investor in it.  So I had a quitclaim
4 deed.  But their loan was in somebody else's name.
5     Q.   Whose name was the loan in?
6     A.   I don't recall.
7     Q.   What's the name of the owner of 21 Arboretum?
8     A.   I don't know.  It subsequently went to
9 foreclosure and was short-sold.  It went to a foreclosure

10 sale, I believe.
11     Q.   When was that?
12     A.   Some months ago.
13     Q.   Nine months ago, you say?
14     A.   No.  I said, "some months ago."  Maybe six
15 months ago.  I don't remember.  It might be a year ago.
16     Q.   Were you paying -- making mortgage payments?
17     A.   For a period of time, yes.
18     Q.   For about how long?
19     A.   I don't know.
20     Q.   What were the mortgage payments?  Do you recall?
21     A.   I think the total was about 3500 a month.
22     Q.   Who were you making them to?
23     A.   I don't remember specifically.  It might have
24 been EMC.
25     Q.   Can you spell that?
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1     A.   It was just the EMC.  But I might be wrong.  I
2 don't remember exactly.  It was a sub-prime-type loan
3 that was in vogue during that time frame.
4     Q.   Were you still living in it when it was
5 foreclosed?
6     A.   No.
7     Q.   Who was paying for the utilities there -- the
8 water, electric, cable -- before it was foreclosed?
9     A.   I did, until I had moved out.

10     Q.   Why did you move out?
11     A.   Because it was going to be foreclosed.
12     Q.   You stopped making payments at some point?
13     A.   Yes.
14     Q.   How long did you make the payments for?  From
15 when to when?
16     A.   I just don't remember.  At some period of time
17 the value dropped precipitously in the area.
18     Q.   What's the loan history on that property?
19     A.   I don't understand what you mean.
20     Q.   Was there a first mortgage?
21     A.   There was a first and a second on the property.
22     Q.   Who took out the first mortgage?
23     A.   It was the same person, this co-investor.
24     Q.   That's the person you can't remember his name?
25     A.   Correct.
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1     Q.   What about the second mortgage?
2     A.   Same.  Same thing.
3     Q.   Was it ever refinanced?
4     A.   No.
5     Q.   Do you know, was it sold at foreclosure?
6     A.   I have no idea.
7     Q.   Do you know what the balance owed was?
8     A.   No.  Probably in excess of $500,000.  I think
9 the loan amount was 550.  I think the first and the

10 second combined was about 550.  And eventually the values
11 in that community dropped under $400,000.
12     Q.   So the mortgage was not in your name, but you
13 were paying the utilities and property taxes and the
14 mortgage payment?
15     A.   I never paid property taxes.
16     Q.   Okay.  Who paid the property taxes?
17     A.   Nobody.  Well, strike that.  I may have made a
18 property tax payment.  I just don't remember.  But things
19 changed when the market went south.
20     Q.   Did you have homeowners insurance?
21     A.   I don't remember.  I may have.  I didn't have
22 homeowners -- I think I had renters insurance for a
23 while.  I don't remember if I had homeowners insurance or
24 whether there was a policy that was part of the mortgage
25 I was paying.  I don't remember.
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1     Q.   On the JB6, the Schedule of Assets and Debts --
2     A.   Yes.
3     Q.   -- you mentioned it was worth approximately
4 550,000.  That was --
5     A.   At that point in time, I put the gross fair
6 market value 550.  Correct.
7     Q.   Under -- on that -- let's see.  Where is that?
8 Number 24, on the last page of JB6, it says "Other debts:
9 Mortgage 21 Arboretum."  Then it says "See I&E 2/22/08

10 for other debts."
11     A.   Correct.
12     Q.   What is the I&E?
13     A.   That's just an income and expense statement.
14 It's an income and expense statement.
15     Q.   Okay.  Do you have a copy of that?  Would you be
16 able to provide that to me?
17     A.   Yeah.  I can provide that.  I think that just
18 might have some credit cards that weren't on this.  I
19 don't think credit cards were on this.  I don't know.
20 They were Visa, Merrill Lynch.
21     Q.   Okay.  Would you be able to provide a copy of
22 that?
23     A.   Yeah.
24     Q.   Okay.  Thank you.  On JB5, the corporate
25 statement, Item No. 22, which would be page 10 --

Page 31

1     A.   Page what?
2     Q.   Ten.
3     A.   Got it.
4     Q.   Okay.  You stated "none" in response to the
5 question of real property held by the corporation.
6     A.   Correct.
7     Q.   Okay.  So the law firm doesn't own any property
8 at all?
9     A.   No.

10     Q.   Okay.  And --
11     A.   I sublease office space.
12     Q.   Sublease.  Okay.  And is there any property that
13 you hold in trust for your daughter or for Stacy Emerald?
14     A.   No.
15     Q.   The current address that you live at, 10 Mission
16 Ridge --
17     A.   Correct.
18     Q.   -- where is that located?
19     A.   Ladera Ranch, California.
20     Q.   And who owns that?
21     A.   I don't know.  I lease that property.
22     Q.   Who do you lease it from?
23     A.   It's a real estate company called Point Center.
24     Q.   Do you have any relationship to them?
25     A.   The owner is a friend of mine, actually.
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1     Q.   Who is that?
2     A.   Dan Harkey.
3     Q.   And how much do you pay in rent per month?
4     A.   I identified it here.  It's 6,000 a month.
5     Q.   Are you current on those payments?
6     A.   Yes.
7     Q.   Is this a lease-to-own situation as well?
8     A.   No.
9     Q.   Are you also paying the utilities on the

10 property?
11     A.   Yes.
12     Q.   What about the property taxes?
13     A.   No.
14     Q.   Do you have any renters insurance on the
15 property?
16     A.   I don't think so.
17     Q.   Do you own any other real estate in the
18 United States?
19     A.   No.
20     Q.   Do you know if Stacy Emerald owns any other real
21 estate in the United States?
22     A.   No.
23     Q.   Aside from 21 Arboretum and 38 Remington, have
24 you, in the past five years, owned any other real
25 property?
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1     A.   No.
2     Q.   And do you know if, in the past five years,
3 Stacy Emerald has owned any other real property?
4     A.   No.  When I say that I don't know, she did
5 something I didn't know about, my own personal knowledge
6 is, is that other than 38 Remington, she didn't own any
7 other property.
8     Q.   In the past five years -- well, currently, do
9 you own any real estate outside the United States?

10     A.   No.
11     Q.   And in the past five years, have you owned any
12 outside the United States?
13     A.   No.
14     Q.   At this time, do you hold any mortgages?
15     A.   No.
16     Q.   Talking about personal property you mentioned
17 before, if we take a look at Item No. 20 on JB4, which
18 would be page starting at page 8 and continuing on
19 page 9 --
20     A.   On what?  JB4?
21     Q.   Right.  Your individual financial statement.
22     A.   Got it.
23     Q.   Okay.  You state the current value is about 8-
24 to $10,000 of personal property.
25     A.   I have no idea.  That's a guesstimate.  My
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1 experience is that personal property has little, if any,
2 value.  And that's just from looking at Craigslist,
3 things like that.
4     Q.   Okay.  On JB6, you mention that you have
5 personal property worth 25,000-plus.  That's under No. 2,
6 Household Furniture, Furnishings, Appliances.
7     A.   That's a guesstimate.
8     Q.   Can you explain the difference between the
9 25,000-plus and the 8- to 10,000?

10     A.   No.  I'm more realistic, given what I've learned
11 when I see information on Craigslist, today versus a year
12 ago, where personal property is sold for pennies on the
13 dollar.
14     Q.   The items that you list on JB6 under this
15 25,000-plus -- sofa, table, flat screen, the dressers,
16 old paintings, photographs, books -- are those the same
17 items that you're mentioning here on JB4, the
18 miscellaneous furniture?
19     A.   Yes.
20     Q.   Okay.  Have you sold any items from the time you
21 listed them on JB6 to the time you listed them on JB4?
22     A.   No.  I don't have possession of them.
23     Q.   Where are they?
24     A.   They're at 38 Remington.  That's what it says.
25     Q.   Okay.  So the items you're listing on JB4, are
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1 those the same items at 38 Remington?
2     A.   For the most part, yes.  I believe that I
3 have -- ultimately, I'll get some kind of credit for some
4 kind of personal property at the house.  It's community
5 property.
6     Q.   On JB4 you list property location as 10 Mission
7 Ridge.  Which property are you referring to there?
8     A.   On what?  Which one?
9     Q.   On JB4, still at Item 20, on page 9.

10     A.   Yes.  My personal property is theoretically in
11 both locations, assuming she hasn't sold any more of my
12 personal property.
13     Q.   Are you aware of whether Stacy Emerald has
14 sold --
15     A.   Well, I'm not aware of what she's actually done.
16 I know that there's things I've never gotten back that
17 I've asked for many times.
18     Q.   Do you have a couple examples?
19     A.   Yeah.  My motorcycles, for example, that
20 disappeared.  So I'm assuming that they're gone, sold, or
21 she did something with them.
22     Q.   Which motorcycles are those?
23     A.   I had a Harley-Davidson.
24     Q.   How many motorcycles?
25     A.   I had a Harley-Davidson.  It was a 1998 custom
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1 Harley-Davidson that she sold or took a loan against or
2 did something.
3     Q.   That's listed separately, though; is that right?
4 You have that under "Other Assets" on JB6.
5     A.   I don't know.  That's a piece of personal
6 property that had some value.
7     Q.   Okay.  What about any of the other items you
8 mention in JB6?
9     A.   Well, like what?

10     Q.   Grand piano, photographs, oil paintings.
11     A.   Yeah.  It's all personal property, just standard
12 stuff.  There's no Monets, no expensive pieces of art.
13 It's the standard stuff you see in a person's home.
14     Q.   But you mentioned some of that is at 10 Mission
15 Ridge.  What other furniture, clothes, jewelry is at
16 Mission Ridge?
17     A.   Well, my personal clothes are at Mission Ridge.
18     Q.   And that's it?
19     A.   Well, my personal clothes and living items.
20 Vehicles that I've identified.  My vehicles are at
21 Mission Ridge.
22     Q.   You mention on JB6, No. 3, there's miscellaneous
23 watches, photographs, guitars, oil paintings,
24 collectables from World Series.
25     A.   Correct.

Page 37

1     Q.   World Series and stereo?
2     A.   Correct.
3     Q.   Where are those items located?
4     A.   At Mission Ridge.  Excuse me.  At 38 Remington.
5     Q.   Those are separate items worth approximately
6 25,000?
7     A.   Insofar as value is concerned, I have no opinion
8 today of what anything is worth.
9     Q.   But at the time you filled out this, you had --

10     A.   Yeah.  I estimated.  As for purposes of a
11 community property division, I gave an estimate of that
12 value.  That's correct.
13     Q.   Okay.  But those -- what I'm seeing is two
14 different items, No. 2 and No. 3 there.  Is that correct?
15     A.   Correct.
16     Q.   So, in total, those two different items at the
17 time totaled approximately 50,000-plus?
18     A.   I don't know.  Those are my estimates.
19     Q.   Right.
20     A.   And I believe they are grossly exaggerated at
21 this stage, just based on what I've subsequently learned
22 about values of personal property from perusing
23 Craigslist and eBay.
24     Q.   As far as you know, have you sold any of those
25 items in No. 2 or No. 3?
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1     A.   No.
2     Q.   Do you have any of these pieces of jewelry at
3 your location in 10 Mission Ridge?
4     A.   I have watches that I wear.
5     Q.   What are the watches worth that you own?
6     A.   I have no idea.  I have some -- I have a friend
7 who's in the jewelry business, and he gets knock-off
8 watches that I pay $100 for that look like a
9 thousand-dollar watch.  I'm assuming they're not worth

10 anything.  I have a Rolex that I bought about 20 years
11 ago for $2500.  But I don't give estimates of value,
12 given what goes on this marketplace today.
13     Q.   Aside from the Rolex, do you have any other
14 jewelry that --
15     A.   A pair of cufflinks that -- pardon me?
16     Q.   Aside from the Rolex you mentioned, do you have
17 any other jewelry or artwork that's worth more than $500?
18     A.   I have a pair of cufflinks I bought probably 20
19 years ago.  I think I spent $1800 on them.
20     Q.   Also on JB6, under No. 16, under "Other Assets,"
21 you listed photographs for charitable art deduction --
22     A.   Correct.
23     Q.   -- worth 100,000 at the time.
24     A.   Correct.
25     Q.   What were those?
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1     A.   Every year I have been in a tax shelter program
2 where photographs are purchased, held for a year and a
3 day, and then donated to a museum.  I've been doing that
4 since about 2001, I think.
5     Q.   Do you have any of those currently?
6     A.   No.  My last donation was made last year.
7     Q.   In 2008?
8     A.   Correct.  I think it was 2007.  I would have to
9 look.

10     Q.   Okay.
11     A.   I did not make a 2008 deduction.
12     Q.   Okay.
13     A.   Excuse me.  Contribution.
14     Q.   In that same section you also listed the
15 Harley-Davidson.  Is that the motorcycle you were just
16 talking about earlier?
17     A.   I don't have it in front of me.  Which one are
18 you looking at again?
19     Q.   JG6, Item No. 16, under "Other Assets."
20     A.   Correct.
21     Q.   That's the motorcycle that you haven't seen but
22 you believe it was last seen at the Aliso Viejo --
23     A.   Yeah.  I understand that it was sold or made to
24 disappear.  Yes.
25     Q.   But you did not sell it?
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1     A.   No, I did not.
2     Q.   Have you seen any proceeds from it?
3     A.   I wish I did.  No.
4     Q.   And you also mention the 2007 Ducati 748.  Is
5 that also a motorcycle?
6     A.   Correct.
7     Q.   Have you --
8     A.   I have possession of that vehicle.
9     Q.   You have it at 10 Mission Ridge?

10     A.   Correct.
11     Q.   Going back to JB4, looking at Item No. 21, the
12 vehicles, you've listed three different automobiles here.
13 Are you leasing all three of those automobiles?
14     A.   Which one are you at now?
15     Q.   JB4, Item No. 21.
16     A.   Yes.  Let me just double-check.  I'm leasing the
17 BMW and the Porsche.  The Jeep, I think, is a purchase.
18 I'm uncertain about that.  It's either a purchase or a
19 lease.  It's a purchase.  It's not a lease.
20     Q.   Okay.  So let me go through them one by one.
21 The BMW, that's a 2003 BMW 745?
22     A.   Correct.
23     Q.   And how much are you paying per month on that?
24     A.   $700.  Something like that.
25     Q.   750 a month?

Page 41

1     A.   Something like that, yeah.
2     Q.   Are you current on those payments?
3     A.   Yes.
4     Q.   And the 2004 Porsche Turbo, you're paying 1200 a
5 month?
6     A.   Approximately, yes.
7     Q.   And are you current on that?
8     A.   Yeah.
9     Q.   And those leases are in your name?

10     A.   Yes.
11     Q.   Are you paying -- are you making those payments,
12 or is someone making them on your behalf?
13     A.   I make them.
14     Q.   When do the leases expire?
15     A.   I don't know.
16     Q.   Have you paid any of it in advance?
17     A.   No.
18     Q.   You said the Jeep Wrangler --
19     A.   Well, let me make sure.  These leases were
20 rewritten to reduce the payments because I was in
21 default.  This is about eight months ago.  I paid a
22 total, I think, of 8- or 9,000 dollars to have the leases
23 rewritten and the payments reduced.  So I think these
24 leases are now like two or three years out.
25     Q.   Okay.  So you said -- how long were you in
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1 default for?
2     A.   I think, 90 days.  Something like that.  I don't
3 remember precisely, but it was more than two payments.
4     Q.   And you had to pay approximately 8- to 9,000
5 dollars?
6     A.   Well, one of the cars was repossessed.  The BMW
7 was repossessed.  I was confronting such a loss on that
8 car, according to the leasing company, that they agreed
9 to work something out with me so I wouldn't be hit with

10 like a $20,000 loss just on that vehicle to rewrite these
11 leases.
12     Q.   Okay.  So you made an 8- to 9,000 dollar
13 payment --
14     A.   That's my recollection, yes.
15     Q.   Where did you get the money for those?
16     A.   I don't remember.  Out of my wages.
17     Q.   The Jeep Wrangler, you said you purchased that?
18 Is that --
19     A.   Well, I said I don't recall.  I said I suspect
20 it's a purchase.  But I'm not completely certain.
21     Q.   How can you find out?
22     A.   I'll just look at the -- through Chrysler.
23     Q.   Okay.  I'd ask that you provide that
24 information, please.  For the Jeep, is it correct you're
25 paying approximately $550 per month?
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1     A.   Correct.
2     Q.   And you're current on that as well?
3     A.   Correct.
4     Q.   And you're making those payments?
5     A.   Correct.
6     Q.   The motorcycle you have listed here on JB4 is a
7 2005 Ducati 999R?
8     A.   Correct.
9     Q.   Do you own that one outright?

10     A.   No.  There's a lien on it.
11     Q.   Okay.
12     A.   It's in my name.
13     Q.   It's in your name.  Okay.  You're making
14 payments on that one as well?
15     A.   Correct.
16     Q.   $602?
17     A.   I think that's it, yes.
18     Q.   That has approximately $8500 value?
19     A.   That's my guesstimate.
20     Q.   How much is still owed on it?
21     A.   About 10,500.
22     Q.   Was that the purchase price?
23     A.   No.
24     Q.   What was the purchase price?
25     A.   I don't remember.  It was in excess of $20,000.
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1 It was bought several years ago.
2     Q.   Did you have to rewrite the lease on that one as
3 well?
4     A.   No.  It's not a lease.  It's a purchase.
5     Q.   It was a purchase.
6     A.   Yeah.
7     Q.   Okay.  You also had -- we had just talked about
8 there was also a 2007 Ducati.  Do you own that one
9 outright?

10     A.   No.  What 2007 Ducati?
11     Q.   That was the one listed on JB6, No. 16.  2007
12 Ducati 748.
13     A.   That's a typo.  It's a 2001 Ducati 748.
14     Q.   Okay.
15     A.   It was acquired in 2007.
16     Q.   Okay.
17     A.   Yeah.  It's an '01 Ducati.
18     Q.   And that one you said you have with you at
19 10 Mission?
20     A.   Correct.
21     Q.   Do you own that one outright?
22     A.   Correct.
23     Q.   That does not have a lien on it?
24     A.   Correct.
25     Q.   Do you own or lease any other vehicles?
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1     A.   No.
2     Q.   Can you explain your telling us here that you're
3 insolvent but you're paying to lease two different cars,
4 paying on another car, and making payments on another
5 motorcycle --
6     A.   Whoa, whoa, whoa.
7     Q.   -- for $3100 a month?
8     A.   I don't know -- I'm not aware that somebody
9 who's told you they make, on average, $400,000 a year is

10 insolvent.  I haven't said that.
11     Q.   But yet you still have not turned over any money
12 whatsoever to the FTC.
13     A.   Well, why would I do that?  I don't have these
14 retainer funds.  I have an appeal.  The appeal is going
15 to reverse the court's erroneous order.  But so it's
16 clear, this order, apparently there was a belief there
17 was still retainer funds.  I don't know where that belief
18 ever came from, since it was very clear from the
19 submissions to the court that those funds had been used
20 for Mr. Castro's defense several years ago.  So that's
21 where that's at.
22          I'm not saying I'm insolvent.  That's why I
23 provide you this information.  And people are insolvent
24 don't pay 10,000 a month in support.  I have issues with
25 the IRS that are ongoing.  That's made me insolvent in
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1 terms of my ability to get financing of anything, and I
2 provided you with that.
3     Q.   So you're not telling us you're insolvent;
4 you're just not paying the 238,000 because you're saying
5 that you don't have that in the retainer fund.
6     A.   No, no.  So it's very clear, first, I'm not
7 paying it because, one, those retainer funds were
8 expended multiple years ago; and all that information was
9 filed with the court.  Number two, I've appealed the

10 court's order.  There's a high likelihood it's going to
11 be reversed.  Number three -- and apparently you didn't
12 look clearly at the documents -- I have other issues I'm
13 dealing with that take precedence over you, starting with
14 the IRS and support under a court order.
15     Q.   This court order here in Section V(E) that you
16 have tells you to immediately segregate $238,300.  It
17 doesn't say from where, does it?
18     A.   It says segregate $238,300.
19     Q.   But you haven't --
20     A.   -- from my professional law corporation.
21     Q.   Right.  And from your professional law
22 corporation, you have not separated $238,300.
23     A.   That's correct.
24     Q.   You have -- this order, I know you said it's on
25 appeal, but it's not stayed.  Is that correct?

Page 47

1     A.   I'm going to file an application to stay, if
2 need be.  But that's -- well, that's an interesting
3 question.  I'm uncertain whether, under the Ninth Circuit
4 rules, this notice is stayed by the notice of appeal.
5 There's a question about that.  But, yes.  I'm not aware
6 of a formal stay order.
7     Q.   Okay.  Just going back, did you have any other
8 ownership interest in any other kind of vehicle, a boat
9 or a plane, anything like that?

10     A.   No.  You mean now; correct?
11     Q.   Yes.  And in the past five years.
12     A.   No.  About 15 years ago, I owned a boat for a
13 short period of time.
14     Q.   Do you currently have a life insurance policy?
15     A.   No.  I'm in application to get one.  I had a
16 prior, I think, million or 2 million dollar term life
17 policy -- I thought I identified it; I may have
18 identified it in my divorce -- that expired or it went
19 out of force.  It was a term policy.  The only policy I
20 currently have is a $250,000 policy that's identified
21 somewhere in here.
22     Q.   Yeah.  That's on JB4.  You listed it under Item
23 No. 18.
24     A.   Correct.
25     Q.   Does that $250,000 policy have a cash surrender
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1 value?
2     A.   No.
3     Q.   And that's through Prudential?
4     A.   Correct.
5     Q.   Do you know how much the premiums are?
6     A.   It was prepaid for one year.  I think it was
7 $900.
8     Q.   Did you pay that?
9     A.   Yes.

10     Q.   Actually, on the Schedule of Assets in the
11 divorce proceedings, JB6, No. 10, I believe you stated
12 there was no life insurance with a cash surrender or loan
13 value.
14     A.   That's true.  There never was.
15     Q.   Okay.
16     A.   So it's clear, the prior million-dollar-plus
17 that I did have were straight term life insurance
18 policies.
19     Q.   Okay.
20     A.   You pay a premium.  If you die, they pay
21 insurance.  There is otherwise no cash value.
22     Q.   Okay.  And you said those expired?
23     A.   Yes.  I think the better term is I believe I
24 missed a premium and did not get it repaid in time.  So I
25 had to go back through a process that isn't concluded yet
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1 of attempting to get another policy to replace it.
2     Q.   Who is that one through?
3     A.   I don't know.  I'm using a broker.  I don't know
4 who it's going to be through.
5     Q.   Okay.  Do you maintain any individual retirement
6 plans or a pension?
7     A.   No.
8     Q.   In JB6, on No. 12, you listed under "Retirement
9 and Pensions" "See attached First Bank and see attached

10 Brobeck, Phleger & Harrison retirement state."  One was
11 worth -- the First Bank one was 28,000-plus, and the
12 other one unknown.
13          Do you still currently hold those?
14     A.   Well, the First Bank account was closed some
15 time ago.
16     Q.   When was that?
17     A.   I don't remember.  The money was taken out to
18 pay taxes, I believe.  And I have a retirement plan from
19 my former employer Brobeck, Phleger & Harrison that kicks
20 in at age 70, as I understand it.
21     Q.   So the First Bank one, at the time --
22     A.   It was either a 401(k) or a pension.  It had
23 about 28-, 25,000 dollars in it.  It was closed.
24     Q.   You said, the money, you used it to pay taxes?
25     A.   I believe I used it to pay taxes and just
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1 operating expenses.
2     Q.   Operating expenses for the firm?
3     A.   Correct.
4     Q.   And the other one is still currently held by
5 your former employer, Brobeck, Phleger & Harrison?
6     A.   Correct.
7     Q.   You have a -- do you get a statement from that?
8     A.   No.
9     Q.   Do you have any idea of the approximate current

10 value?
11     A.   None, as I understand it.  It's just a
12 retirement that at age 70 you get to draw retirement from
13 your employment at that firm.
14     Q.   Can you take out loans against it?
15     A.   Not that I'm aware of.
16     Q.   What do you get at age 70?  Do you know how much
17 you get to take out?
18     A.   I think it's $3500.  I'm not certain about that.
19     Q.   Per month?
20     A.   Correct.
21     Q.   Other than that, you don't currently have any
22 type of 401(k) or retirement plan?
23     A.   Correct.  I do have -- I don't know if it's in
24 here.  I have a 512 savings plan for my child.  I think
25 it has $5,000 in it.  It's under her name.
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1     Q.   Okay.  I did not see that in here.  No.  Are you
2 currently contributing to that?
3     A.   Periodically.
4     Q.   I'm sorry?
5     A.   I said, "periodically."
6     Q.   Where is that held?
7     A.   I don't know.  It's not at a bank.  It's through
8 some kind of a savings plan company for children's
9 education.

10     Q.   Have you filed bankruptcy in the last ten years?
11     A.   No.  I filed bankruptcy in 1995, I think.
12     Q.   What was the financial resolution of that?
13     A.   A discharge.
14     Q.   What was that under?  Chapter --
15     A.   Seven.  It was filed as an eleven and converted
16 to a seven.
17     Q.   Item No. 8 on JB4 --
18     A.   Correct.
19     Q.   -- lawsuits filed by you.
20     A.   I'm sorry.  Which one is it?
21     Q.   Item No. 8, JB4.
22     A.   JB4.  I don't have any lawsuits that I filed.
23     Q.   Okay.
24     A.   What number is that, just so I can double-check
25 it here?
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1     Q.   It's Item No. 8, page 4.
2     A.   Okay.  "Pending lawsuits filed by you or your
3 spouse."  I misread it, and I put the IRS case there.
4     Q.   That's what I thought.  Aside from the divorce
5 proceedings, you don't have any lawsuits filed by you
6 pending?
7     A.   Correct.
8     Q.   And then the ones pending against you, that's
9 the U.S. v. Benice tax case?

10     A.   Correct.
11     Q.   And are there any other pending?
12     A.   Well, I think I identified that FAM case and
13 Doan are two cases that -- Doan has not been resolved.
14 It's a collection case.
15     Q.   What is that?
16     A.   A collection case.
17     Q.   Is that a former client?
18     A.   No.  It was a promissory note I co-signed with a
19 potential partner in a real estate transaction that went
20 south for $200,000.  We're both being sued.
21     Q.   When did you sign that promissory note?
22     A.   I don't remember.  I think three years ago.
23 Three or four years ago.
24     Q.   Did you put any money down?
25     A.   No.  This was a loan from the plaintiff.
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1     Q.   They were taking a loan from you?
2     A.   No.  They were making a loan to the person I was
3 involved in the transaction with, and I agreed to
4 co-sign.
5     Q.   I see.  That's for 200,000?
6     A.   Correct.
7     Q.   What's the nature of the other case, the FAM?
8     A.   Same kind of thing.  Same kind of transaction.
9 A real estate transaction.

10     Q.   Did you put any money down on that?
11     A.   No.
12     Q.   Was that also a promissory note that you
13 co-signed?
14     A.   No.  But the upshot is that was essentially
15 settled for, I think, 200 grand, to be paid in like
16 18 months.
17     Q.   So that was a settlement agreement by you?
18     A.   By my then partner and myself, yes.
19     Q.   Are you making payments on that --
20     A.   No.
21     Q.   -- currently?
22     A.   No.  No payments will be due for some period of
23 time.
24     Q.   When are those due?
25     A.   I think I said I think it's 18 months.
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1     Q.   Okay.  Does the final total have to be due in
2 18 months, or do you start making payments --
3     A.   No.  Final total.
4     Q.   And how much of it will you owe?
5     A.   Well, assuming my partner agrees with what he's
6 supposed to do, it will be one-half of that.
7     Q.   So 100,000 for you?
8     A.   Correct.
9     Q.   And aside from the divorce proceedings, have you

10 been a party to any other lawsuits in the last five
11 years?
12     A.   From time to time, yes.
13     Q.   And the nature of those cases?
14     A.   Standard stuff.
15     Q.   I'm sorry?
16     A.   Standard kinds of things from adversaries in
17 lawsuits.  Things like that.
18     Q.   What were the names of those cases?
19     A.   I don't remember them all.  I don't remember
20 them.
21     Q.   Just in the last five years.
22     A.   I'm trying to remember a name.  There's one in
23 Long Beach filed by a third party against my clients and
24 myself.  I can't remember the name of it.  You can leave
25 a blank if you want, and I'll plug it in.

Page 55
1     Q.   Okay.  If you could provide that information.

2     A.   Uh-huh.

3 (INFORMATION REQUESTED:_________________________________

4 _______________________________________________________)

5 BY MS. SCHNEIDER:

6     Q.   Are there any other money judgments against you

7 currently?

8     A.   I think in that IRS case, on the caption,

9 there's a couple of money judgments that I wasn't

10 actually aware of.

11     Q.   Okay.  I mean aside from the IRS case --

12     A.   No.

13     Q.   -- and the FAM and the Doan cases, are there any

14 other judgments?

15     A.   No.

16     Q.   Any judgments in your favor out there?  Does

17 anybody owe you money on any judgments?

18     A.   No.

19     Q.   Aside from the tax lien on the Aliso Viejo

20 property, are there any other tax liens that you have?

21     A.   Well, that tax lien is a blanket.  It's not just

22 on that property.  It's a tax lien.

23     Q.   Okay.

24     A.   But, no.  Everything that I'm aware of is

25 identified in that lawsuit.
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1     Q.   Do you have any trusts that you've created on
2 someone's behalf?
3     A.   No.
4     Q.   None for Isabella?
5     A.   No.
6     Q.   Are you a trustee of any trusts?
7     A.   No.
8     Q.   Now, under the bank accounts, you stated that
9 you don't have any personal bank accounts.

10     A.   No.  I put the personal bank account down there.
11     Q.   I saw a First Bank.  I thought that was just --
12     A.   I think I put my LBS account down here.  What
13 page are you on?
14     Q.   Okay.  Let me go back to -- where is that?  Is
15 that page 6?
16     A.   Yes.  LBS Financial.
17     Q.   Okay.  That's a checking account?
18     A.   Correct.
19     Q.   LBS.  Okay.  I thought it was UBS.  LBS is
20 your --
21     A.   Personal checking account.
22     Q.   I also forgot to mention at the beginning all of
23 these documents that are in -- for the purposes of this
24 deposition, I have redacted all personally identifiable
25 information for account numbers, Social Security number,
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1 and everything --
2     A.   Okay.  Good.
3     Q.   -- that the court reporter --
4     A.   I see that on here.
5     Q.   -- are out there, aside from what you've given
6 us, I have blacked out.  So the first -- the LBS account
7 has approximately $1,000?
8     A.   It did on that day.
9     Q.   And do you have any other personal bank

10 accounts?
11     A.   No.
12     Q.   The business checking account you have that you
13 listed on JB5, that's the First Bank account?
14     A.   Correct.
15     Q.   Is that a checking account as well?
16     A.   Yes.  That's a business checking account.
17     Q.   On that date, May 24th, I guess it had a balance
18 of approximately $1500.
19     A.   To my memory, yes.
20     Q.   Item No. 20 on JB5, cash on hand.
21     A.   Item No. 20, JB5?
22     Q.   Right.  That's the corporate statement.
23     A.   Okay.  What number?
24     Q.   Item No. 20.  It's page 9.
25     A.   Got it.
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1     Q.   It stated the firm had $20,000 cash on hand.
2     A.   Not in bank accounts.
3     Q.   Well, that's why I'm confused then, because you
4 say the First Bank account on that date had $1500 --
5     A.   Well, I think that was probably -- that was
6 probably money in my trust account.  I think I was just
7 looking at my bank statements.
8     Q.   Which trust account is that?
9     A.   My attorney-client trust account.

10     Q.   Oh, I see.  Where is that held?  Is that also
11 held at First Bank?
12     A.   Yes, it is.
13     Q.   Okay.  So that cash on hand is cash that's kept
14 in the attorney-client trust account?
15     A.   Correct.
16     Q.   Are there any other corporate trust accounts
17 that you have?
18     A.   No.
19     Q.   Who can withdraw money on those accounts, on the
20 First Bank trust account?
21     A.   Me.
22     Q.   And the First Bank business checking?
23     A.   Me.
24     Q.   Anyone else?
25     A.   No.
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1     Q.   For your -- the corporate for the law office,
2 how many employees do you have?
3     A.   Four.  Excuse me.  Three.  Well, four, including
4 me.
5     Q.   Okay.  Who are they?
6     A.   Sebastian Ragazzo, Cindi Martin, and Catherine.
7 I can't remember her last name.
8     Q.   How are your employees paid?  Are they paid
9 weekly or --

10     A.   Weekly.
11     Q.   What are their weekly salaries?
12     A.   I think Cindi is 875.  Catherine is 600.
13 Sebastian is 1275.
14     Q.   What funds are they paid out of?  Are they paid
15 out of the business checking?
16     A.   Business operating account.
17     Q.   That's the First Bank business checking account?
18     A.   Correct.
19     Q.   Are they paid out of any other account?
20     A.   No.
21     Q.   Are there any other business accounts?
22     A.   No.
23     Q.   Are you still there?
24     A.   Yes.
25     Q.   I thought I lost you.  Are there any other
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1 business accounts?
2     A.   No.
3     Q.   Looking at Item No. 29 on JB5 --
4     A.   Yes.
5     Q.   -- Compensation of Employees.  You listed your
6 income a year ago approximately 460,000.
7     A.   That's what my tax return is going to say, as I
8 understand it.
9     Q.   Okay.  The current year-to-date, you don't know.

10     A.   Unknown.
11     Q.   Do you pay yourself a weekly salary or a monthly
12 salary or something like that?
13     A.   No.
14     Q.   How do you pay yourself?
15     A.   When there's money to pay me.
16     Q.   How do you pay yourself?  Do you write a check
17 out of the business checking --
18     A.   Yes.
19     Q.   -- and deposit it?
20     A.   Or I write a check.  I deposit my LBS account or
21 I pay my bills -- my personal bills out of my LBS
22 account.
23     Q.   But under the compensation of employees you
24 didn't list the other three employees.
25     A.   Yeah.  I didn't think that that was being asked
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1 for.
2     Q.   Okay.  So on the tax returns you gave us, the
3 2007 tax returns under JB7 --
4     A.   That tax return is a work in progress because of
5 the audit that I'm involved in.
6     Q.   Right.
7     A.   This is a rough draft that my accountant has
8 done that is still subject to revision, downward
9 revision --

10     Q.   Okay.
11     A.   -- because of disputes with the IRS about
12 certain issues.
13     Q.   On this you list your salary.  Your biggest
14 expense, basically, is the salary, $650,235.
15     A.   Where is that at?  That's not my salary.
16     Q.   That's under the -- where it says "Federal
17 Statements."  It looks like the fifth page in.  It's
18 under "Legal and Professional."
19     A.   Well, that's probably my accountant including
20 all employee salaries --
21     Q.   Okay.
22     A.   -- and all costs that he's allocating to that.
23 I can't speak to what he as an accountant is doing, but
24 that's not my salary.
25     Q.   Okay.  So you believe that that encompasses your
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1 employees that you mentioned?
2     A.   Correct.
3     Q.   On that first page of that draft on JB7,
4 Item No. 13 lists salaries and wages (less employment
5 credits).  It says $56,783.
6     A.   Right.
7     Q.   Okay.  Does that sound right to you?
8     A.   I don't know what that is.
9     Q.   You don't know what that includes?

10     A.   I don't know what he's putting in there.  I
11 mean, that's obviously not the salaries of my employees,
12 and he does my payroll taxes every month.  So I don't
13 know what that is.
14     Q.   Okay.  I guess you're the sole owner of the law
15 firm.
16     A.   Correct.
17     Q.   So as far as compensation of board members and
18 officers, you listed none.
19     A.   Doesn't exist.
20     Q.   You listed under Item No. 23 in JB5 the value of
21 furniture, computers, phone, etc., as approximately
22 $10,000.
23     A.   That's a very rough guesstimate.
24     Q.   And is that all property that is owned --
25     A.   What item is that?

Page 63

1     Q.   Item No. 23.
2     A.   Because virtually all these items are on leases.
3 It says "unknown/leased."
4     Q.   Okay.
5     A.   Under "Acquisition Cost."
6     Q.   So all of those items are under lease?
7     A.   I have some furniture, desks, that aren't
8 leased.  I think I have a couple of PCs that aren't
9 leased; but my copiers and my copying system, that stuff

10 is all on leases at Xerox.
11     Q.   Approximately what's the value of the furniture
12 and desks and PCs that you own?
13     A.   I don't know.  Worthless.  A thousand dollars.
14 And again, that's just based on what I see, other office
15 liquidations, what you can buy things for.
16     Q.   Does your firm rent any other space or storage
17 facility?
18     A.   I don't know if I still have a storage facility
19 for files.  I think we're trying to shut that down or we
20 had shut it down.  I'd have to ask my administrator.  I
21 think I had a small storage facility for files, but I
22 think we shut it down some months ago because we threw
23 the files out.
24     Q.   You said it was a few months ago?
25     A.   I said several months ago.  I don't know when
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1 precisely.  But I know that we were going through a file
2 throw-out and retention thing; get rid of a bunch of
3 stuff and not pay storage fees.
4     Q.   Are there any other business financial accounts
5 on which you are a signatory?
6     A.   No.
7     Q.   And are there any other personal financial
8 accounts on which you are a signatory?
9     A.   No.

10     Q.   Aside from the -- what is it?  The 529 account
11 or the 512 account?
12     A.   512.
13     Q.   The one you said you had for Isabella?
14     A.   Correct.
15     Q.   On JB4, Item No. 5, you mention you have a
16 $7,000 savings account for her.
17     A.   Which number is it?
18     Q.   It's No. 5.  Wait a minute.  I'm sorry.  Oh, I'm
19 sorry.  It's on JB6, Item No. 5.
20     A.   JB6, Item 5.  What page?  Okay.  I see it.  Yes.
21 That's what it was worth then, before the stock market
22 caused it to lose about $1500 of value.
23     Q.   Okay.  So that's the same account that --
24     A.   Yes, yes.
25     Q.   Okay.  That's not a separate account?
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1     A.   It's some kind of a little mutual fund or
2 something, and it lost value.
3          Can I take a one-minute break to use the rest
4 room real quick?
5     Q.   Sure.  Go right ahead.
6          MS. SCHNEIDER:  Off the record now.
7          (Brief recess was taken.)
8          MS. SCHNEIDER:  We're back on the record.
9     Q.   Did you also have any brokerage account?

10     A.   Some time ago.
11     Q.   When was the last time you owned the brokerage
12 account?
13     A.   I don't recall.  I'm sure it's on one of these
14 documents.
15     Q.   I know -- let's see.  Looking at JB6, Item
16 No. 11 --
17     A.   Correct.  I had a stock summary statement that I
18 had attached.  At the time I had about $12,000 that was
19 subsequently liquidated to pay operating expenses and/or
20 taxes or bills.
21     Q.   Okay.  You liquidated that approximately when?
22     A.   Over a year ago, to my memory.
23     Q.   And the One Touch stock certificate --
24     A.   Correct.
25     Q.   -- you say the value was unknown.  What is that?
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1     A.   I have no idea.  It's just a private company.  I
2 didn't put any money in the company.  A former client
3 gave me the certificate because he couldn't pay me fees.
4     Q.   Have you looked up what the stock would be
5 worth?
6     A.   It's not worth anything, as I understand it.  By
7 that I mean it's a privately held company.  They don't
8 give an opinion of value.
9     Q.   What's the percentage of stock that you own in

10 that company?
11     A.   I don't know.  It's not significant.  I'm not
12 part of the company.  I'm not a board member or manager.
13 As I said, it was a small certificate, small amount of
14 stock given to me to try to recompense me for legal fees
15 that were due.
16     Q.   Do you get any dividends from that?
17     A.   No.
18     Q.   Was that the last brokerage account that you
19 owned, the one in 2007 that was sold about a year ago?
20     A.   Correct.
21     Q.   Otherwise, do you have any other mutual funds
22 or --
23     A.   No.
24     Q.   Do you have any financial accounts outside of
25 the U.S.?

Page 67

1     A.   No.
2     Q.   Have you had any other financial accounts in the
3 last five years, other than what's mentioned here?
4     A.   I'd have to think about that.  I don't know.
5 From time to time in the past five years, I may have
6 bought some stock or had a stock account.  I had that
7 401(k).  There was something at First Bank.  I mean, all
8 of which ended up being closed or not used.
9     Q.   Do you have any CDs?

10     A.   No.
11     Q.   I think you answered on JB4 you don't have a
12 safe deposit box.
13     A.   Correct.
14     Q.   Is there anybody holding any assets in a safe
15 deposit box on your behalf?
16     A.   No.
17     Q.   You mentioned on JB4, Item No. 26, there was a
18 $100,000 loan.  You owe money to J. Lovenof?
19     A.   Greulich, yes.
20     Q.   I'm sorry?
21     A.   Correct.
22     Q.   Who is that?  What was the loan for?
23     A.   He is a private lender, and that money is money
24 he loaned me to operate my law firm.
25     Q.   When did you take out that loan?
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1     A.   I think it was two years ago.  It was either a
2 year or two years ago.  I don't remember when.
3     Q.   Are you making payments on that loan?
4     A.   Yes.  Hello?
5     Q.   Hello.
6     A.   I said yes.
7     Q.   Okay.  What are the payments you're making?
8     A.   It averages like, I think, 2500 a month.
9     Q.   And how much is left on that?

10     A.   I think I currently owe 98,000 on it.
11     Q.   The JB6, the schedule from the divorce
12 proceedings, Item No. 22.  It states that --
13     A.   Correct.
14     Q.   -- took out loan 39,500 and $25,000?
15     A.   Correct.
16     Q.   And those were from Eugene Ong?
17     A.   Correct.
18     Q.   And D. Ha?
19     A.   Correct.
20     Q.   What were the purpose of those loans?
21     A.   Operational cash flow of my law firm.
22     Q.   Is that money repaid?
23     A.   Yes.
24     Q.   When did you repay it?
25     A.   Some time ago.
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1     Q.   What funds did you use to repay those loans?
2     A.   The business funds.  Just so it's clear, Mr. Ong
3 was also a client.  I think there was -- as I recall,
4 there was an offset of some portion of these loans
5 against fees that he owed me.
6     Q.   Against what?
7     A.   Fees that he owed.
8     Q.   Oh, fees.  Okay.
9     A.   Yeah.

10     Q.   Your firm or you personally were making over
11 $400,000 the past couple of years.  Can you explain what
12 you needed the business loans for?
13     A.   Absolutely.
14     Q.   Okay.
15     A.   There might be a month where nobody pays me at
16 all.  Then I have no cash flow.  Or there might be two
17 months where I have minimum cash flow or minimum clients.
18 That's just the nature of running a law firm.
19          And on top of that, I was confronted with a
20 standing court order to pay support and having to pay
21 forensic accountants thousands of dollars to straighten
22 out a court order that initially said I was supposed to
23 pay 24,000 a month in support.
24     Q.   Did you fight that court order?
25     A.   Absolutely.
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1     Q.   The forensic accounting you mentioned, did that
2 include Stacy Emerald's assets and income as well?
3     A.   That's not how it was done.  It's purely based
4 on what my income was to calculate support.
5     Q.   Can you explain like why -- why did she get
6 support?  What did you get in return?
7     A.   For what?  In California there's a spousal
8 support obligation.  You don't get anything in return.
9 It's just what the law is.

10     Q.   She wasn't working at the time?
11     A.   That's correct.  But it doesn't matter.  There's
12 still a spousal support obligation, and her income would
13 be calculated into it.  In fact, if I recall, the court,
14 in calculating the support order, imputed income to her,
15 I think, of 2,000 a month.
16     Q.   Okay.  But did they do a forensic accounting of
17 her, or they didn't even do that?
18     A.   No.  It's only my business.
19     Q.   So did you get anything in return?  She got to
20 live in the house.  Did you get anything in return?
21     A.   No.  I got to pay the house payment.
22     Q.   And that was all pursuant to the court order?
23     A.   It was part of the support, yes.
24     Q.   Did you agree to not live in the house?
25     A.   No.  That's not how it works out here in
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1 California.
2     Q.   I'm sorry?
3     A.   That's not how it works out here in California.
4 It's real simple.  If you're a man in California, there
5 are two and a half strikes against you, assuming it's a
6 three-strike gig.  And the male does not get to stay in
7 the house, and the male does not get to keep the house.
8 So that's what happened.  It doesn't matter whether the
9 male is paying for the house or not, as I'm Exhibit A to

10 that, since I was paying for the house for some period of
11 time although I was not living there.
12     Q.   Back to your firm.  Is there anybody that owes
13 your firm any money at this time?
14     A.   You mean on billed legal fees?
15     Q.   Right.
16     A.   I'd have to look.  I think there are.
17     Q.   Do you know approximately how much?
18     A.   There might be 20 grand of unpaid fees right
19 now.
20     Q.   Does anyone owe the firm any money for anything
21 else?
22     A.   No.
23     Q.   Does anyone owe you personally any money?
24     A.   No.  Let me put it this way:  I have about
25 $800,000 over the last three years of unpaid legal fees
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1 from deadbeat clients.  So, yes, I'm owed a lot of money.
2     Q.   Okay.
3     A.   Will I ever collect it?  No.  My biggest unpaid
4 receivable is from Charles Castro.
5     Q.   Okay.  Do you hold any other promissory notes?
6     A.   No.  I'm not aware that I hold any.
7     Q.   Other than the Visa and Merrill Lynch credit
8 cards you mentioned, do you have any other -- or do you
9 still own those credit cards, the Visa and Merrill Lynch

10 that are listed in JB6, Item No. 23?
11     A.   Yes.  Yes, I do.
12     Q.   And other than those, do you own any other
13 credit cards?
14     A.   Well, I have a gas credit card, Chevron.
15     Q.   Does your law firm have any credit cards?
16     A.   No.  The Chevron card might be under the Law
17 Offices of Jeffrey S. Benice.  I've had it for a very
18 long time.
19     Q.   Do you have the ability to use credit cards in
20 anyone else's name?
21     A.   No.
22     Q.   Turning to your income, do you have prepared tax
23 returns for the last three years?
24     A.   I don't know.  I think the last filed return is
25 '06.  I think there's '06, '05, and '04.
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1     Q.   '06, '05, and '04?
2     A.   Correct.  I'd have to ask my accountant.  Those
3 are all under audit.  They're all being revised based on
4 the audit and on positions I've taken.
5     Q.   Okay.  But you didn't provide me those, so could
6 you provide me those 2005 and 2006?
7     A.   Yes.
8     Q.   Okay.  And are those for just you or both you
9 and your law firm?

10     A.   Well, the individual tax return is for me.  I
11 have corporate tax returns, I think, for the same time
12 period.
13     Q.   Okay.  Could you provide those as well?
14     A.   Yes.
15     Q.   And you said you have an accountant.  Does he
16 prepare those?
17     A.   Yes.
18     Q.   On JB6, Item No. 20, you state that -- you list
19 the taxes there from 2004 to 2007, as you did from 1994
20 to 1999.
21     A.   Correct.
22     Q.   Are those -- can you explain what that means,
23 why it's being disputed?
24     A.   Well, it's because there's large credits I was
25 never given or that I've never seen documentation of --
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1 that's part of what this lawsuit is about -- by a large
2 creditor, over $250,000.
3          The IRS, back in '94 or '95, improperly
4 liquidated a retirement account to pay taxes, and that
5 account had about 250,000, if I remember.  I've never
6 seen a credit for that.  They then also tacked on a
7 penalty for having taken the money out of a retirement
8 account; and since then, they've been accruing allegedly
9 unpaid taxes, penalties, and interest on those amounts.

10 So that's why I say it's disputed.
11     Q.   Okay.  And that's all part of the lawsuit that's
12 going on now?
13     A.   Correct.
14     Q.   Is that all part of the lawsuit that's going on
15 now?
16     A.   Yes.  That's my position.  Yes.
17     Q.   Since 2004 through -- let's see.  On there you
18 list 2005, 2006, 2007.  It says "estimate."  What is the
19 estimate?
20     A.   Just that.  I don't know what it is.  Because of
21 all the -- because of the problems and issues that I'm
22 dealing with the IRS.  The failure -- my position is they
23 failed to give me proper credits and they've also failed
24 to recognize -- I think it was '03 or '04, there was a
25 tax return filed that my accountant made a mistake on in
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1 terms of gross income.  We then filed an amended tax
2 return with the correct amount of taxes that was fully
3 paid, and the IRS rejected it and applied the taxes
4 somewhere else.  So it's just kind of an ongoing
5 accounting mess.  These are just estimates of what I'm
6 understanding I'm being told I owe, not taking into
7 consideration what my positions may be.  An estimate is
8 what the estimating taxes are that are owed.  I don't
9 know precisely as I sit here today.

10     Q.   So have you --
11     A.   I know what their liens --
12     Q.   -- or you're not paying those listed here?
13     A.   Excuse me?
14     Q.   Have you paid those amounts that you have listed
15 here 2005, 2006, 2007?
16     A.   No.  Those are all totals owing, according to
17 the IRS, that I have disputes about.
18     Q.   Okay.  So those are the total that the IRS said
19 you owe but you have not yet paid.
20     A.   Correct.  And those are estimates, and I'm sure
21 they're much more a year and a half later.
22     Q.   Okay.  I understand.  Can you estimate what your
23 monthly income so far this year is?
24     A.   No, because I don't know what my income is going
25 to be.  I'm assuming that I will end up the same way I've
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1 always ended up, unless there's a significant problem,
2 which will be in the range of 350 to 450 of annual income
3 when the dust settles.
4     Q.   Are you an officer or director of any other
5 business besides your law firm?
6     A.   No.
7     Q.   On Item No. 15 in JB4, you mention you own
8 50 percent of B&W.
9     A.   Correct.  I said it's a partnership interest.

10     Q.   Okay.  What is the nature of the company?
11     A.   It was attempting to develop a piece of real
12 estate, and the real estate didn't -- it went into
13 foreclosure.  I think that's identified on there.  And
14 it's still in foreclosure.
15     Q.   Is that the promissory note you had mentioned
16 earlier that you were co-signing?  Is that part --
17     A.   Correct.
18     Q.   -- of that B&W?
19     A.   Yes.
20     Q.   Are there shares, or is that --
21     A.   No.
22     Q.   Did you put any assets into forming that
23 partnership?
24     A.   No.
25     Q.   Does the company have any assets?
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1     A.   No.
2     Q.   I understand it doesn't have any real property.
3 Does it own any personal property?
4     A.   No.  So it's clear, it's a partnership whose
5 purpose was to develop a piece of property in Huntington
6 Beach, a residential piece of property, to build two
7 houses on that property.  The underlying property is
8 owned by other parties.  B&W, as part of trying to get a
9 transaction completed some years ago, three years ago,

10 went on title to that property.
11          But there's a dispute concerning ownership.
12 There was litigation that's not resolved, and the
13 property is in foreclosure.  But just so it's clear, the
14 purpose of the partnership was to develop and sell two
15 spec houses in Huntington Beach, California.
16     Q.   Okay.  So you're saying that B&W actually owned
17 it but that's the property that's now in foreclosure.
18     A.   Correct.  B&W is on title.  The underlying
19 mortgage -- mortgages; there were two -- were owned by
20 prior owners who still were asserting claims to the
21 property.
22     Q.   Did B&W pay any money down on those mortgages?
23     A.   No.
24     Q.   Have you put any money at all into the
25 partnership?
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1     A.   No.
2     Q.   In the past three years, have you been an
3 officer or director of any another business?
4     A.   No.
5     Q.   Or have an ownership interest in any other
6 business or partnership?
7     A.   No.
8     Q.   On JB4, Item No. 30 --
9     A.   I'm just turning to that page.  Okay.

10     Q.   I know we talked about that loan.  You mentioned
11 that there was property transferred.  Is that the H2?  Is
12 that the Hummer?
13     A.   Correct.
14     Q.   And the 2001 Ducati?
15     A.   Correct.
16     Q.   And that was security for the loan?
17     A.   Correct.
18     Q.   Do you still have those two vehicles, the Hummer
19 and the Ducati?
20     A.   Yes.
21     Q.   But you have possession of those?
22     A.   But he has the titles.
23     Q.   But he has the titles.  Is that the loan that
24 you owe --
25     A.   $98,000.
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1     Q.   Have there been any other assets that were
2 transferred to Stacy?
3     A.   No.
4     Q.   Any assets transferred to your daughter?
5     A.   No.  Well, other than my payments of cash into
6 her college account.
7     Q.   Okay.  And you're not represented by an attorney
8 in this matter; is that correct?
9     A.   Correct.

10     Q.   Are you represented by an attorney in the
11 divorce matter?
12     A.   No.
13     Q.   In any of the other proceedings against you, are
14 you represented by an attorney?
15     A.   No.
16     Q.   On JB6, back to Item No. 21, on the support
17 arrearages --
18     A.   Correct.
19     Q.   -- you state that you dispute any arrearages
20 until the Duckworth analysis is complete.
21     A.   Correct.
22     Q.   What is the Duckworth analysis?
23     A.   That was the forensic analysis.
24     Q.   So that's what that is.
25     A.   Correct.
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1     Q.   And that's what you're going to provide a copy
2 for me?
3     A.   Correct.
4     Q.   You mentioned that the IRS has a blanket lien on
5 you.
6     A.   Correct.
7     Q.   By that, can you explain what you mean?
8     A.   I have a federal tax lien.
9     Q.   When you say "blanket lien," over --

10     A.   Well, they claim they have a lien on everything,
11 like you're enslaved.  That's as I understand it.
12     Q.   Have they attached any of your property?
13     A.   From time to time.
14     Q.   Have they -- what do you mean, from time to
15 time?  What have they attached?
16     A.   About a year ago, they took money out of my
17 operating account that was earmarked for taxes and
18 applied it to something else, other taxes allegedly owed.
19 So they caused me not to be able to make my tax payments
20 on my personal income tax.
21     Q.   How much money did they take out?
22     A.   I don't remember exactly.  I think it was
23 40 grand.
24     Q.   Out of your business checking?
25     A.   Correct.

Page 81

1     Q.   Have they attached any other property?
2     A.   The Remington house.
3     Q.   Have they garnished any wages?  Have they taken
4 out any other money from your account?
5     A.   No.
6     Q.   Are you trying to get that lien lifted?  Is that
7 part of the --
8     A.   No.  I mean, that would be part of the ultimate
9 resolution of that tax case, yes.

10     Q.   Back on that $100,000 loan.  Is there a written
11 agreement on that loan?
12     A.   There's a UCC-1 filing.
13     Q.   Okay.  Would you provide a copy of that for me
14 as well, please?
15     A.   Yes.
16     Q.   According to the court papers from the Network
17 Services Depot case, Charles and Elizabeth Castro gave
18 you about $375,000 in January of 2005.
19          Does that sound right?
20     A.   I think so, yes.
21     Q.   And then the court told you on March 24th of
22 2006 that if it's ultimately found that the transfer of
23 funds to you, that money should be set aside; that the
24 FTC could move to the extent to have any depleted funds
25 restored; and the court said that presumably you factored
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1 in your fee arrangements the risk of any such result.
2          Do you recall that?
3     A.   I recall some of that language.  Not all of it.
4     Q.   Did you factor into your fee arrangements any
5 such risk?
6     A.   No.  Why would I?  There was no risk.  The
7 court's decision is wrong, and it was fees properly paid
8 before the FTC even filed an action.  Nor did
9 Mr. Castro's funds come from any of the alleged Network

10 Services operations.  So I didn't factor anything in,
11 except that it was legitimate, noninvolved funds as both
12 represented to me by the Castros and as is documented to
13 me by the Castros.  I don't know what I would have
14 factored in.  Like I said today, I think he owes me about
15 over a half a million dollars.
16     Q.   At the time Mr. Castro provided those funds to
17 you, you hadn't performed any legal services yet at that
18 point.
19     A.   No.  That's not true.
20     Q.   What had you performed at that time?
21     A.   I'd been consulting with him before he paid the
22 retainer funds.
23     Q.   Did you bill him for that?
24     A.   I don't know.  I don't know when the actual
25 billing started.  I don't have it in front of me.

Page 83

1     Q.   And are there any other assets that you have
2 that haven't been mentioned in any of these documents?
3     A.   My brain, since that's where all the money
4 emanates.
5     Q.   Anything else?
6     A.   But other than that, no.
7     Q.   Okay.
8     A.   You know what?  There is.  Recently, in the past
9 two months, I got a call out of left field from an

10 alleged shareholder in some company down in San Diego
11 that's in the -- something to do with the environment,
12 green environment or whatever.  My name appeared on a
13 shareholder list, and there was a proxy fight.  I
14 allegedly had $50,000 of stock in this company.
15          I have no memory of ever having stock in the
16 company, nor did somebody give me a stock certificate for
17 fees.  But, you know, maybe ten years ago somebody gave
18 me something and I just don't remember.  Because I did
19 used to represent or work with these penny stock
20 companies and these shells, and there might have been a
21 stock certificate.
22          Long story short, I've had my office
23 administrator trying to track down is there really a
24 stock certificate in this company.  I don't remember the
25 name of the company.  But I just want to make very clear

Page 84

1 that that's actually something that someone says I have a
2 stock certificate.  I haven't seen it.  I've communicated
3 with the company, or my office administrator has.
4     Q.   Okay.  And if you do find out any of that
5 information, will you provide that as well, please?
6     A.   Yes.
7     Q.   Have you ever been arrested or convicted of a
8 crime?
9     A.   No.  Well, strike that.  I think, when I was 18

10 or 19, I was arrested for driving on the wrong side of
11 the street.  Late at night I used to throw the LA Times
12 when I was in college.  I'm not certain whatever
13 happened.  I mean, I don't think it shows up, but I know
14 that I was arrested and spent the night in Fullerton
15 jail.  But other than that, no.
16          MS. SCHNEIDER:  Okay.  Let's take a two-minute
17 break, and I think we'll be able to finish up.
18          (Brief recess was taken.)
19          MS. SCHNEIDER:  Back on the record.
20     Q.   Just two quick things to clarify.  On Item
21 No. 20 on JB4, on page 9 --
22     A.   Just a minute.  Item 20?
23     Q.   Right.  Under the property.
24     A.   Yes.
25     Q.   After "jewelry," what's that word?  Is that

Page 85

1 "back"?
2     A.   Books.
3     Q.   Oh, books.
4     A.   I have books.
5     Q.   What type of books?
6     A.   Best sellers.
7     Q.   I'm sorry?
8     A.   Best sellers.
9     Q.   Okay.  Are there any, you know, vintage books

10 that have some type of value?
11     A.   Not that I'm aware of.
12     Q.   On JB6, where you mentioned, the first page of
13 it, collectibles from the World Series --
14     A.   Correct.  I'm calling them collectibles.  I went
15 to the Angels-Giants World Series in '01 or '02.  I don't
16 remember what year it was.  I think I have a hat that I
17 bought, and a baseball.  You know, World Series
18 paraphernalia.
19     Q.   Approximately what are those worth?
20     A.   I have no idea.  I may have paid $100 for them.
21     Q.   Are those located with you at 10 Mission?
22     A.   No.
23     Q.   Where are they?
24     A.   38 Remington.
25     Q.   Okay.  Are there any other answers you wish to
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1 change or clarify before we end today?
2     A.   No.
3          MS. SCHNEIDER:  Okay.  At this point I'll keep
4 the deposition open, Mr. Benice.  I guess you have a
5 bunch of documents you'll be sending to me.  I'll send
6 you a quick e-mail to remind you.  I think that will be
7 it for today.
8          THE WITNESS:  Okay.
9          MS. SCHNEIDER:  All right.  Thank you very much.

10          THE WITNESS:  Thanks.
11          THE REPORTER:  Does he need to read and review
12 or sign anything?
13          MS. SCHNEIDER:  Yes.
14          THE REPORTER:  So do you want me to send the
15 original to him to send back to you and then the copy
16 sent to you?
17          MS. SCHNEIDER:  Yes.
18          THE REPORTER:  Okay.
19          MS. SCHNEIDER:  Thank you very much, Valerie.
20          (Whereupon the deposition was adjourned at
21 12:51 p.m.)
22
23
24
25

Page 87

1               CERTIFICATE OF DEPONENT
2
3 I hereby certify that I have read and examined the
4 foregoing transcript, and the same is a true and
5 accurate record of the testimony given by me.
6
7 Any additions or corrections that I feel are
8 necessary, I will attach on a separate sheet of
9 paper to the original transcript.

10
11                         _________________________
12                           Signature of Deponent
13
14 I hereby certify that the individual representing
15 himself/herself to be the above-named individual,
16 appeared before me this _____ day of ____________,
17 2009, and executed the above certificate in my
18 presence.
19
20                           ________________________
21                           NOTARY PUBLIC IN AND FOR
22
23                           ________________________
24                                County Name
25 MY COMMISSION EXPIRES:

Page 88

1                  C E R T I F I C A T E
2 STATE OF CALIFORNIA        ]
3                            ]  ss.
4 COUNTY OF LOS ANGELES      ]
5                I, VALERIE L. BOYCE, CSR,
6 License No. 11626, State of California, certify
7 that the foregoing deposition was taken before
8 me at the time and place herein set forth, at
9 which time the witness was put under oath by me;

10                That the testimony of the witness,
11 and all objections made at the time of the
12 examination, were stenographically recorded by
13 me and were thereafter transcribed by the use of
14 computer-aided transcription;
15                That the foregoing deposition, as
16 printed, is a true record of the testimony of
17 the witness and of all objections made at the
18 time of the examination.
19                Witness my hand this _____ day of
20 __________________, 2009.
21
22                _______________________________
23                     VALERIE L. BOYCE, CSR
24                     License No. 11626
25
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AO KHA (Rev. 01/09) Subpoena to Testify at a Deposition orto Produce Documents in a Civil Action 

UNITED STATES DISTRICT COURT 
for the 

Central District of California 

Federal Trade Commission 
Plaintiff 

v. 

) 
) 
) 
) 
) 
) 

Civil Action No. CV-S-05-0440-LOG-LRL 

Network Services Depot, Inc. et al. 
(If the action is pending in another district, state where: 

Defendant District of Nevada 

SUBPOENA TO TESTIFY AT A DEPOSITION 
OR TO PRODUCE DOCUMENTS IN A CIVIL ACTION 

To: Jeffrey S. Benice, a Professional Law Corporation 
Central Tower 650 Town Center Drive, 13th Floor, Suite 1300 Costa Mesa, CA 92626 

'" Testimony: YOU ARE COMMANDED to appear at the time, date, and place set forth below to testifY at a 
deposition to be taken in this civil action. If you are an organization that is not a party in this case, you must designate 
one or more officers, directors, or managing agents, or designate other persons who consent to testifY on your behalf 
about the following matters, or those set forth in an attachment: 

Place: Federal Trade Commission 
1 0877 Wilshire Boulevard, Suite 700 
Los Anaeles CA 90024 

Date and·Tirae: 

The deposition will be recorded by this method: court reporter 

06/09/2009 9:00 am 

o Production: You, or your representatives, must also bring with you to the deposition the following documents, 
electronically stored information, or objects, and permit their inspection, copying, testing, or sampling of the 
material: 

The provisions of Fed. R. Civ. P. 45(c), relating to your protection as a person subject to a subpoena, and Rule 
45 (d) and (e), relating to your duty to respond to this subpoena and the potential consequences of not doing so, are 
attached. 

Date: 05/28/2009 
CLERK OF COURT 

OR 

Signature of Clerk or Deputy Clerk 

The name, address, e-mail, and telephone number of the attorney representing (nameoJparty) Federal Trade Commission 

-:-__ -::-,.-....,-, _____________________ ' who issues or requests this subpoena, are: 
Laura Schneider 
Federal Trade Commission 601 New Jersey Avenue WaShington, DC 20580 
(202) 326-2604 Ischneider@ftc.gov 
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UNITED STATES DISTRICT COURT 
DISTRICT OF NEVADA 

FEDERAL TRADE COMMISSION, 

Plaintiff, 

v. 

NETWORK SERVICES DEPOT, [NC.; 
NETWORK MARKETING, LLC, dba 
Network Services Marketing; 
NETWORK SERVICES DISTRIBUTION, 
INC.; 
SUNBEL T MARKET[NG, INC.; 
CHARLES V. CASTRO; 
ELIZABETH L. CASTRO; and 
GREGORY H[GH; 

Defendants; and 

PHYLLIS WATSON, 

Re[ief Defendant. 

CV -S-05-0440-LDG-LRL 

FINAL JUDGMENT 
AND ORDER FOR PERMANENT 
INJUNCTION AND OTHER 
EQUITABLE RELIEF 

WHEREAS, Plaintiff Federal Trade Commission ("FTC" or "Commission") 

commenced this action on Apri[ 5, 2005, by filing a complaint for a permanent injunction and 

other equitable reIiefin this case pursuant to Sections [3(b) and [9 of the Federal Trade 

Commission Act ("FTC Act"), IS U.S.c. §§ 53(b) and 57b (Dkt. #1). 

WHEREAS, the Complaint alleges that Defendants, in connection with the marketing 

and sale of public access Internet tenninals, have violated Section5(a) of the FTC Act, IS 

U.S.c. § 45(a), and the FTC's Trade Regulation Rule titled "Disclosure Requirements and 

Prohibitions Concerning Franchising and Business Opportunity Ventures," fonnerly codified as 

16 C.F.R. Part 436 (2005) ("2005 Franchise Rule"), which rule has been replaced by two 

separate rules governing franchises and business opportunities as set forth in the Definitions 

section below. 

Final Judgment and Order Page 1 of21 
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WHEREAS, on April 6, 2005, the Court issued a Temporary Restraining Order in this 

2 case (Dkt. #13), which, among other provisions, froze the assets of Defendants and Relief 

3 Defendant. On April 14,2005, the Court granted a Stipulated Preliminary Injunction in this case 

4 (Dkt. #35), which, among other provisions, continued the freeze on those assets. 

5 WHEREAS, the FTC filed a motion (Dkt. #51, Opposition - Dkt. #56, Reply-

6 Dkt. #62) for an order freezing certain funds transferred by Defendants to their attorneys, 

7 arguing among other things, that those funds belong to consumer victims under a constructive 

8 trust theory. 

9 WHEREAS, on March 24, 2006, the Court entered an order (Dkt. #142), which stated, 

10 among other things, that: "[i]fit is ultimately found the transfer of funds (or any portion thereof) 

11 to defense counsel should be set aside, or made subject to consumer redress, the FTC may move 

12 to that extent to have any depleted funds restored. Defense counsel, presumably, has factored 

13 into its fee arrangements the risks of any such result." 

14 WHEREAS, the FTC moved for summary judgment against Defendants for violations of 

15 Section 5(a) of the FTC Act, 15 U.S.c. § 45(a), and the 2005 Franchise Rule (Dkt. #78, 

16 Response - Dkt. #79, Reply- Dkt. #127). 

17 WHEREAS, the FTC's motion for summary judgment requested that the Court, among 

18 other things: (l) find that Defendants Network Services Depot, Inc.; Network Marketing, LLC; 

19 Network Services Distribution, Inc.; Sunbelt Marketing, Inc.; Charles V. Castro; Elizabeth 

20 Castro, and Gregory High had violated Section 5(a) of the FTC Act and the 2005 Franchise 

21 Rule; (2) order injunctive relief and restitution for injured consumers pursuant to § 13(b) and 

22 § 19 of the FTC Act, 15 U.S.C. § 53 (b) and § 57b; (3) order Defendants Network Services 

23 Depot, Inc.; Network Marketing, LLC; Network Services Distribution, Inc.; Sunbelt Marketing, 

24 Inc.; Charles V. Castro; and Gregory High to pay restitution to injured consumers; (4) order that 

25 the funds in the Castro Children's Trust (controlled by Relief Defendant Phyllis Watson) be used 

26 to pay consumer restitution; and (5) order that certain monies transferred to Defendants' 

27 attorneys also be used for consumer restitution. 

Final .Judgment and Order Page 2 of 21 
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WHEREAS, in support of its motion for summary judgment, the FTC demonstrated that, 

2 between mid 2001 and early 2004, consumers paid an aggregate of$18,867,528 to Defendant 

3 Network Services Depot. 

4 WHEREAS, On September 29,2006, the Court entered an order (Dkt. #143), which 

5 granted the FTC's motion for summary judgment, with one exception - the Court sought 

6 additional briefing on the issue of monies transferred to Defendants' attorneys. 

7 WHEREAS, on September 17, 2007, the Court entered an order (Dkt. #175), which 

8 found (1) that a portion of monies transferred to Defendants' attorneys are recoverable under the 

9 theory of constructive trust; and (2) that the FTC established by clear and convincing evidence 

10 (a) that the fee funds derive from corporate defendants' proceeds, (b) that the acquisition of the 

11 funds was wrongful, and (c) that the FTC is entitled to the proceeds for consumer redress; but, 

12 (3) that, as an equitable matter, the Court would pennit payment of defense counsel's reasonable 

13 and documented attorneys fees on matters directly related to this specific litigation up to March 

14 24,2006. 

15 WHEREAS, on January 8, 2009, the Court entered an order (Dkt. #228), which: (1) states 

16 that it would grant Defendants' attorney, the law finn of Jeffrey S. Benice, reasonable fees for 

17 documented services directly related to this case between January 1, 2005, and April 1, 2006, at 

18 the rate of $300 for Mr. Benice and at the rate of one-third what Mr. Benice originally requested 

19 for other professional services provided by his firm, as well as costs through the period as 

20 requested; and (2) ordered Benice to submit to a revised motion for fees. 

21 WHEREAS, On February 4,2009, Mr. Benice filed a declaration (Dkt. #229) seeking 

22 $194,382 in fees and costs. 

23 WHEREAS, the FTC and Mr. Benice entered a stipulation on February 25, 2009 (Dkt. 

24 #233), stating the amount of fees and costs to which Mr. Benice is entitled pursuant to the 

25 January 7,2009, order is $136,700. 

26 WHEREAS, on February 13,2009, the Court entered an order (Dkt. #232), which 

27 modified the Stipulated Preliminary injunction in this case so that Washington Mutual Bank may 

Final Judgment and Order Page 3 of 21 
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enforce its remedies against real property owned by Defendant Gregory High, located at 90 Echo 

2 Run, Irvine, CA. That order stated that, "if [surplus funds resulting from Washington Mutual's 

3 foreclosure proceedings 1 are realized after a final order has been entered in this matter, such 

4 surplus funds be transferred to the FTC pursuant to the terms of the tinal order." 

5 WHEREAS, on February 27, 2009, the Federal Trade Commission filed a motion titled, 

6 Motioll Pursualltto the Court's JalluGl:V 7, 2009, Order for Elltl)1 of Filial Judgmellt alld Order. 

7 THEREFORE, it is hereby ORDER, ADJUDGED, and DECREED as follows: 

8 FINDINGS 

9 l. This Court has jurisdiction over the subject matter of this case and jurisdiction over all 

10 parties. 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

Venue in this district is proper under IS U.S.C. § 53(b) and 28 U.S.C. § 1391(b) and (c). 

The activities of Defendants are in or affecting commerce, as defined in the FTC Act, 15 

U.S.C. § 44. 

The Complaint states a claim upon which relief can be granted against Defendants and 

Relief Defendant under Sections 5(a), 13(b), and 19 of the Federal Trade Commission 

Act ("FTC Act"), 15 U.S.c. §§ 45(a), 53(b), and 57b, and under the 2005 Franchise Rule, 

16 C.F .R. Part 436 (2005). 

This Order incorporates the findings and conclusions set forth in the September 29,2006, 

order (Dkt. #143) entered by this Court in this case. 

Having reviewed the FTC's Motion for Summary Judgment, the Court finds that between 

mid 2001 and early 2004, consumers paid an aggregate of$18,867,528 to Defendant 

Network Services Depot. 

This Order incorporates the findings and conclusions set forth in the March 24, 2006, 

order (Dkt. #142), the September 17,2007, order (Dkt. #175), the January 7, 2009, order 

(Dkt. #228) (collectively, "Attorney Fees Orders") entered by this Court in this case as to 

Defendants and Jeffrey S. Benice. 

Having reviewed the February 25, 2009, stipulation between the FTC and Mr. Benice, 

Final Judgment and Order Page 4 of 21 
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the Court finds that the law linn of Jeffrey S. Benice is entitled to $136,700 for 

2 reasonable attorney fees and costs directly related to this case between January I, 2005, 

3 and April 1, 2006. Therefore, pursuant to the Attorney Fees Orders, the FTC is entitled, 

4 for consumer restitution, to the retainer funds paid to the law linn of Jeffrey S. Beniee in 

5 excess of$136,700, which amounts to $238,300. 

6 9. The paragraphs of this Order shall be read as the necessary requirements for compliance 

7 and not as alternatives for compliance, and no paragraph serves to modify another 

8 paragraph unless expressly so stated. 

9 10. 

10 lL 

II 

Each party shall bear its own costs and attorneys' fees. 

Entry of this Order is in the public interest. 

DEFINITIONS 

12 

13 

14 

IS 

16 

17 

18 

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

A. "Assets" means any legal or equitable interest in, right to, or claim to, any real 

and personal property, including, but not limited to, chattel, goods, instruments, equipment, 

fixtures, general intangibles, inventory, checks, notes, leaseholds, effects, contracts, mail or other 

deliveries, shares of stock, lists of consumer names, accounts, credits, premises, receivables, 

funds, and cash, wherever located, whether in the United States or abroad. 

B. "Business Opportunity Rule" means FTC Trade Regulation Rule titled 

19 "Disclosure Requirements and Prohibitions Concerning Business Opportunities," codified at 16 

20 C.F.R. Part 437, or as it may be amended. 

21 c. "Business Venture" means any written or oral business arrangement, however 

22 denominated, that is covered by the Franchise Rule or the Business Opportunity Rule, or that 

23 consists of the payment of any consideration in exchange for: 

24 a. the right or means to offer, sell, or distribute goods or services (regardless 

25 of whether identi tied by a trademark, service mark, trade name, 

26 advertising, or other commercial symbol); and 

27 b. more than nominal assistance to any person or entity in connection with or 

Final Judgment and Order Page 5 of 21 
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3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

12 
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D. 

incident to the establishment, maintenance, or operation of a new business 

or the entry by an existing business into a new line or type of business. 

"Corporate Defendants" means Network Services Depot, Inc.; Network 

Marketing, LLC; Network Services Distribution, Inc.; Sunbelt Marketing, Inc.; and their 

successors and assigns. 

E. "Defendants" means all of the Individual Defendants and the Corporate 

Defendants, individually, collectively, or in any combination. 

F. "Document" is synonymous in meaning and equal in scope to the usage of the 

term in Federal Rule of Civil Procedure 34(a), and includes writings, drawings, graphs, charts, 

photographs, audio and video recordings, computer records, and other data compilations from 

which the infornlation can be obtained and translated, if necessary, through detection devices 

into reasonably usable limn. A draft or non-identical copy is a separate document within the 

meaning of the tenn. 

G. "Franchise Rule" means the FTC Trade Regulation Rule titled "Disclosure 

Requirements and Prohibitions Concerning Franchising," codified at 16 C.F.R. Part 436, or as it 

may be amended. 

H. "Individual Defendants" means Charles V. Castro, Elizabeth L. Castro, and 

Gregory High. 

1. "Person" means a natural person, organization or other legal entity, including a 

corporation, partnership, proprietorship, association, or cooperative, or any other group, or 

combination acting as an entity. 

J. "Relief Defendant" means Phyllis Watson. 

23 ORDER 

24 I. 

25 BAN ON SALE OF FRANCHISES AND BUSINESS VENTURES 

26 IT IS THEREFORE ORDERED that the Corporate Defendants and Defendant Charles 

27 V. Castro, directly or through any corporation, partnership, subsidiary, division, trade name, 

Final Judgment and Order Page 6 of 21 
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9 

10 

Case 2:05-cv-00440-LDG-LRL Document 236 Filed 03/05/2009 Page 7 of 21 

device, or other entity, are hereby pennanently restrained and enjoined from: 

A. 

B. 

c. 

D. 

Advertising, marketing, promoting, offering for sale, selling, or assisting any 

other person in the sale of any Business Venture; or 

Receiving any remuneration or other consideration of any kind whatsoever from 

any person engaged in or assisting in advertising, marketing, promoting, offering 

for sale, or selling any Business Venture; 

Holding any ownership interest, share, or stock in, any person engaged in 

advertising, marketing, promoting, offering for sale, or selling any Business 

Venture; or 

Serving as an employee, officer, director, tmstee, general manager of, or 

II consultant or advisor to, any person engaged in advertising, marketing, 

12 promoting, offering for sale, or selling any Business Venture. 

13 Nothing in this Order shall be read as an exception to this Section. 

14 II. 

15 PROHIBITED REPRESENTATIONS 

16 IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale, 

17 licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or 

18 services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade 

19 name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and 

20 all persons and entities in active concert or participation with them who receive actual notice of 

21 this Order, by personal service or otherwise, are hereby enjoined from misrepresenting, 

22 expressly or by implication, any material fact, including, but not limited to: 

23 

24 

25 

A. 

B. 

The existence, perfonnance, efficacy, nature, or central characteristic of such 

good or service; 

The income, profit, or sales volume that a purchaser of such good or service is 

26 likely to achieve; 

27 C. The source of any income or profit sent to a purchaser of such good or service; or 

Final Judgment and Order Page 7 of21 
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D. The availability or existence of locations or profitable locations for such good or 

servIce. 

Ill. 

MEAL'IS AND INSTRUMENTALITIES 

5 IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale, 

6 licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or 

7 services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade 

8 name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and 

9 all persons and entities in active concert or participation with them who receive actual notice of 

10 this Order, by personal service or otherwise, are hereby enjoined from providing to others the 

11 means or instrumentalities with which to make misrepresentations, expressly or by implication, 

12 of any material fact, including, but not limited to, providing others with materials that contain 

13 false representations concerning: 

14 

15 

16 

17 

18 

19 

A. 

B. 

C. 

D. 

The existence, performance, efficacy, nature, or central characteristic of such 

good or service; 

The income, profit, or sales volume that a purchaser of such good or service is 

likely to achieve; 

The source of any income or profit sent to a purchaser of such good or service; or 

The availability or existence of locations or profitable locations for such good or 

20 servIce. 

21 IV. 

22 MONETARY RELIEF 

23 IT IS FURTHER ORDERED that: 

24 A. Judgment is hereby entered jointly and severally against the Corporate 

25 Defendants, Defendant Charles V. Castro, and Defendant Gregory High in the 

26 amount of eighteen million, eight hundred twenty-seven thousand, five hundred 

27 twenty-eight dollars ($18,827,528), as equitable monetary relief to redress 

Final Judgment and Order Page 8 of 21 
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B. 

C. 

D. 

consumer injury. This monetary judgment shall become immediately due and 

payable by Defendants upon entry of this Order, and interest computed at the rate 

prescribed under 28 U.S.c. § 1961 shall immediately begin to accrue on the 

unpaid balance. 

Within ten (10) business days of the date of service of this Order, by personal 

service or otherwise, Relief Defendant shall pay to the FTC as equitable monetary 

relief to redress consumer injury all funds contained in the account for which the 

Relief Defendant is listed as the account holder, trustee, or custodian at Fullerton 

Community Bank with account number ending in 0690, which was frozen 

pursuant to the Stipulated Preliminary Injunction in this case, and funds that 

Fullerton Community Bank removed from such frozen account and is holding 

separately. That amount shall be at least two hundred seventy thousand, nine 

hundred seventy-five dollars ($270,975). In the event of default on the payment 

required to be made by this Subsection, the entire unpaid judgment, together with 

interest computed under 28 U.S.c. § 1961 -- accrued fTOm the date of default until 

the date of payment -- shall be immediately due and payable. Provided, however, 

that this judgment shall be deemed fully satisfied upon completion of Section V.B 

of this Order. 

All payments required to be made to the Commission under this Order shall be 

made by electronic funds transfer in accordance with directions provided by the 

Commission. 

All funds transferred pursuant to this Order shall be deposited into a fund 

23 administered by the FTC, or its designated agent, to be used for equitable relief, 

24 including, but not limited to, restitution and any attendant expenses for the 

25 administration of any monetary fund. If the Commission determines, in its sole 

26 discretion, that direct restitution for consumers is wholly or partially 

27 impracticable or funds remain after restitution is completed, the Commission may 

Final Judgment and Order Page 9 of 21 
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apply any remaining funds for any other equitable relief (including consumer 

2 information remedies) that it detennines to be reasonably related to Defendants' 

3 practices alleged in the Complaint. Any funds not used for this equitable relief 

4 shall be deposited into the U.S. Treasury as disgorgement. Defendants and Relief 

5 Defendant shall have no right to challenge the FTC's choice of remedies under 

6 this Section. 

7 ~ 

8 TURNOVER OF ASSETS HELD BY THIRD PARTIES 

9 IT IS FURTHER ORDERED that to partially satisfy the monetary judgment set forth 

10 in the Section titled "Monetary Relief:" 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

A. Any law finn, financial or brokerage institution, escrow agent, title company, 

commodity trading company, business entity, or person, that holds, controls, or 

maintains custody of any asset or account of, on behalf of, or for the benefit of, 

any Corporate Defendant, Defendant Charles V. Castro, or Defendant Gregory 

High, or has held, controlled, or maintained custody of any account or asset of, on 

behalf of, or for the benefit of, any such Defendant, shall tum over such asset or 

all funds in such account to the Commission or its duly authorized agent (as 

directed by Commission counsel), within ten ( 10) business days of receiving 

actual notice of this Order by personal service or otherwise. Those assets or 

accounts include, but not necessarily limited to: 

I. All frozen funds held at Fullerton Community Bank, including, but not 

limited to, funds in accounts in the name of, or controlled by, any 

Defendant, including accounts with account numbers ending in 9150, 

9169,1018,1827,3179,0058,3518,2905,0266,and9753; 

2. All frozen funds held at Union Bank of California, including, but not 

limited to, funds in the account in the name of, or controlled by, any 

Defendant, with account number ending in 0230, 7484, and 7674; and 
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15 

16 

17 

18 

19 
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23 

24 

25 
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B. 

c. 

D. 

E. 

3. Three thousand dollars ($3,000) currently held by in escrow by Ooe & 

Forsythe, LLP. 

Within ten (l0) business days of the date of service of this Order, by personal 

service or otherwise, the Fullerton Community Bank shall transfer to the 

Commission or its duly authorized agent (as directed by Commission counsel) all 

funds contained in the account for which the Relief Defendant is listed as the 

account holder, trustee, or custodian at Fullerton Community Banlc with account 

number ending in 0690, which was frozen pursuant to the Stipulated Preliminary 

Injunction in this case, and funds that Fullerton Community Banlc removed from 

such frozen account and is holding separately. That amount shall be at least two 

hundred seventy thousand, nine hundred seventy-five dollars ($270,975). 

Upon entry of this Order, Defendants and Relief Defendant relinquish all 

dominion, control, and title to: (1) all funds contained in the accounts frozen 

pursuant to the Stipulated Preliminary Injunction in tl,is case and funds that a 

financial institution removed from a frozen account and is holding separately; and 

(2) all assets subject to claims made by the Commission in this case. Defendants 

and Relief Defendant shall make no claim to or demand return of the funds, 

directly or indirectly, through counselor otherwise. 

Defendants and Relief Defendant shall provide full cooperation to the 

Commission to ensure that funds and assets held by third parties are turned over 

to the Commission. Such full cooperation with the Commission shall include, but 

not be limited to, promptly executing any documents necessary to effectuate any 

transfer of funds to the Commission or its agents or representatives. 

Jeffrey S. Benice, a Professional Law Corporation, its successors, andlor assigns 

shall: 

1. Immediately upon receiving actual notice of this Order by personal service 

27 or otherwise, (a) segregate two hundred thirty-eight thousand, three 
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F. 

G. 

2. 

hundred dollars ($238,300) ("Ben ice Funds"), (b) designate the Benice 

Funds as: "Retainer Funds Subject to Consumer Restitution in FTC v. 

Network Services Depot;" and (c) transfer the Benice Funds to a trust 

account maintained by the law firm of Jeffrey S. Benice; and 

Within ten (10) business days of the date of receiving actual notice of this 

Order by personal service or otherwise, transfer the Benice Funds to the 

Commission or its duly authorized agent (as directed by Commission 

counsel) by electronic funds transfer, designating the Benice Funds as 

"Retainer Funds Subject to Consumer Restitution in FTC v. Network 

Services Depot." 

If, after entry of this Order, Washington Mutual Banle, its successors, and/or 

assigns, realizes any excess proceeds (proceeds in excess of payment of all sums 

that Washington Mutual Bank secured by a deed of trust) upon exercising any 

rights it has to enforce remedies against real property owned by Defendant 

Gregory High, located at 90 Echo Run, Irvine, CA, Washington Mutual Bank, its 

successors, and/or assigns shall transfer such excess proceeds to the COlmnission 

or its duly authorized agent (as directed by Commission counsel) within ten (10) 

business days of realizing such proceeds. 

All payments required to be made to the Commission or its agents or 

20 representatives under this Section shall be used as equitable monetary relief to 

21 redress consumer injury in accordance with the Section titled "Monetary Relief' 

22 and shall be made by electronic funds transfer in accordance with directions 

23 provided by the Commission. 

24 VI. 

25 LIFTING OF THE ASSET FREEZE 

26 IT IS FURTHER ORDERED that the freeze of the assets pursuant to the Stipulated 

27 Preliminary Injunction in this case shall be lifted to the extent necessary to transfer assets 
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pursuant to Section V.A-D. Once all such assets required to be transferred under such provisions 

2 have been transferred, as evidenced by a letter confirming receipt of same from counsel for the 

3 Commission, the freeze of the remaining assets shall be lifted permanently. 

4 VII. 

5 FORFEITURE ACTION 

6 IT IS FURTHER ORDERED that, with respect to any assets seized from Bank of 

7 America Accounts in the name of Bikini Vending Corporation by the Federal Bureau of 

8 Investigation, including approximately one million, five hundred twenty-four thousand dollars 

9 ($1,524,000), which is or has been the subject of U.S. v. $1,524,438.90, SACV 04-910-AHS-

10 MLG (C.D. Calif.): 

II A. Within five (5) business days of the date of entry of this Order, Defendants shall 

12 release any and all claims they may have to such assets. 

13 

14 

IS 

·16 

17 

18 

19 

B. 

C. 

D. 

Upon entry of this Order, the Defendants shall relinquish all dominion, control, 

and title to such assets. Defendants shall make no claim to or demand return of 

such assets, directly or indirectly, through counselor otherwise. 

Such assets and their proceeds may be transferred by the Office of the United 

States Marshal, or its designated agent, to the Federal Trade Commission, or its 

designated agent. 

Any such assets transferred to the Commission shall be used as equitable 

20 monetary relief to redress consumer injury in accordance with the Section titled 

21 "Monetary Relief' and shall partially satisfy the monetary judgment set forth in 

22 that section. 

23 VIll. 

24 CUSTOMER LISTS 

25 IT ]S FURTHER ORDERED that Defendants, directly or through any corporation, 

26 partnership, subsidiary, division, trade name. device, or other entity, and their officers, agents. 

27 servants, employees, and attorneys. and all persons and entities in active concert or participation 
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with them who receive actual notice of this Order, by personal service or otherwise, are hereby 

2 enjoined ITom selling, renting, leasing, transferring, or otherwise disclosing the name, address, 

3 telephone number, credit card number, bank account number, email address, or other identifYing 

4 infonnation of any person who purchased a Business Venture from any Defendant; provided that 

5 Defendants may disclose such identifying infonnation to a law enforcement agency, including 

6 the Federal Trade Commission, or as required by any law, regulation, or court order. 

7 IX. 

8 COMPLIANCE MONITORING 

9 IT IS FURTHER ORDERED that, for the purpose of monitoring and investigating 

10 compliance with any provision of this Order: 

I I A. Within ten (10) days ofreceipt of written notice from a representative of the 

12 Commission, Defendants and Relief Defendant each shall submit additional 

13 written reports, which are true and accurate and sworn to under penalty of 

14 perjury; produce documents for inspection and copying; appear for deposition; 

15 and provide entry during nonnal business hours to any business location in such 

16 Defendant's possession or direct or indirect control to inspect the business 

17 operation; 

18 

19 

20 

21 

22 

23 

24 

25 

B. 

c. 

In addition, the Commission is authorized to use all other lawful means, including 

but not limited to: 

I. 

2. 

obtaining discovery ITom any person, without further leave of court, using 

the procedures prescribed by Fed. R. Civ. P. 30, 3 1,33,34,36,45 and 69; 

posing as consumers and suppliers to Defendants, their employees, or any 

other entity managed or controlled in whole or in part by any Defendant, 

without the necessity of identification or prior notice; and 

Defendants each shall permit representatives of the Commission to interview any 

26 employer, consultant, independent contractor, representative, agent, 

27 or employee who has agreed to such an interview, relating in any way to any 

Final Judgment and Order Page 14 of21 



Case 2:05-cv-00440-LDG-LRL     Document 250-6      Filed 09/15/2009     Page 18 of 45

Case 2:05-cv-00440-LDG-LRL Document 236 Filed 03/05/2009 Page 15 of 21 

conduct subject to this Order. The person interviewed may have counsel present. 

2 Provided however, that nothing in this Order shall limit the Commission's lawful use of 

3 compulsory process, pursuant to Sections 9 and 20 of the FTC Act, 15 U.S.c. §§ 49, 57b-l, to 

4 obtain any documentary material, tangible things, testimony, or infonnation relevant to unfair or 

5 deceptive acts or practices in or affecting commerce (within the meaning of 15 U.S.C. § 

6 45(a)(I)). 

7 )(. 

8 COMPLIANCE REPORTING 

9 IT IS FURTHER ORDERED that, in order that compliance with the provisions of this 

10 Order may be monitored: 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

A. For a period of five (5) years from the date of entry of this Order, 

I. Each Individual Defendant shall notify the Commission of the following: 

a. Any changes in such Defendant's residence, mailing addresses, 

and telephone numbers, within ten (10) days of the date of such 

change; 

b. Any changes in such Detendant's employment status (including 

self-employment), and any change in such Detendant's ownership 

in any business entity, within ten (10) days of the date of such 

change. Such notice shall include the name and address of each 

business that such Defendant is affiliated with, employed by, 

creates or fonus, or perfonns services for; a detailed description of 

the nature of the business; and a detailed description of such 

Defendant's duties and responsibilities in connection with the 

business or employment; and 

c. Any changes in such Defendant's name or use of any aliases or 

fictitious names; 

2. Defendants shall notify the Commission of any changes in structure of any 
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B. 

Corporate Defendant or any business entity that any Defendant directly or 

indirectly controls, or has an ownership interest in, that may affect 

compliance obligations arising under this Order, including but not limited 

to: incorporation or other organization; a dissolution, assignment, sale, 

merger, or other action; the creation or dissolution of a subsidiary, parent, 

or affiliate that engages in any acts or practices subject to this Order; or a 

change in the business name or address, at least thirty (30) days prior to 

such change, provided that, with respect to any proposed change in the 

business entity about which a Defendant learns less than thirty (30) days 

prior to the date such action is to take place, such Defendant shall notify 

the Commission as soon as is practicable after obtaining such knowledge. 

One hundred eighty (180) days after the date of entry of this Order and annually 

thereafter for a period of five (5) years, Defendants each shall provide a written 

report to the FTC, which is true and accurate and sworn to under penalty of 

perjury, setting forth in detail the manner and form in which they have complied 

and are complying with this Order. This report shall include, but not be limited 

to: 

1. For each Individual Defendant: 

a. 

b. 

such Defendant's then-current residence address, mailing 

addresses, and telephone numbers; 

such Defendant's then-current employment status (including self­

employment), including the name, addresses, and telephone 

numbers of each business that such Defendant is affiliated with, 

employed by, or performs services for; a detailed description of the 

nature of the business; and a detailed description of such 

Defendant's duties and responsibilities in connection with the 

27 business or employment; and 
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c. 

D. 

E. 

2. 

c. Any other changes required to be reported under Subsection A of 

this Section. 

For all Defendants: 

a. 

b. 

A copy of each acknowledgment of receipt of this Order, obtained 

pursuant to the Section titled "Distribution of Order;" and 

Any other changes required to be reported under Subsection A of 

this Section. 

Each Defendant shaH notifY the Commission of the filing of a bankruptcy petition 

by such Defendant within fifteen (15) days of filing. 

For the purposes of this Order, Defendants shall, unless otherwise directed by the 

Commission's authorized representatives, send by overnight courier all reports 

and notifications required by this Order to the Commission, to the following 

address: 

Associate Director for Enforcement 
Federal Trade Commission 
600 Pennsylvania Avenue, N.W., Room NJ-2112 
Washington, D.C. 20580 
RE: FTC v. Network SenJices Depot. iIlC., CV-S-05-0440-LDG-LRL. 

Provided that, in lieu of overnight courier, Defendants may send such reports or 

notifications by first-class mail, but only if Defendants contemporaneously send 

an electronic version of such report or notification to the Commission at: 

DEBrief0!ftc.gov. 

For purposes of the compliance reporting and monitoring required by this Order, 

12 the Commission is authorized to communicate directly with each Defendant and 

23 Relief Defendant. 

24 XI. 

25 RECORD KEEPING PROVISIONS 

26 IT IS FURTHER ORDERED that, for a period of eight (8) years from the date of entry 

27 of tllis Order, Defendants, in connection with any business where any Defendant is the majority 

Final Judgment and Order Page 17 of21 



Case 2:05-cv-00440-LDG-LRL     Document 250-6      Filed 09/15/2009     Page 21 of 45

Case 2:05-cv-00440-LDG-LRL Document 236 Filed 03/05/2009 Page 18 of 21 

1 owner of the business or directly or indirectly manages or controls the business, and their agents, 

2 employees, officers, corporations, and those persons in active concert or participation with them 

3 who receive actual notice of this Order by personal service or otherwise, are hereby restrained 

4 and enjoined from failing to create and retain the following records: 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

A. 

B. 

c. 

D. 

E. 

F. 

Accounting records that ret1ect the cost of goods or services sold, revenues 

generated, and the disbursement of such revenues; 

Personnel records accurately ret1ecting: the name, address, and telephone number 

of each person employed in any capacity by such business, including as an 

independent contractor; that person's job title or position; the date upon which the 

person commenced work; and the date and reason for the person's termination, if 

applicable; 

Customer files containing the names, addresses, phone numbers, dollar amounts 

paid, quantity of items or services purchased, and description of items or services 

purchased, to the extent such infonnation is obtained in the ordinary course of 

business; 

Complaints and refund requests (whether received directly, indirectly, or through 

any third party) and any responses to those complaints or requests; 

Copies of all sales scripts, training materials, advertisements, or other marketing 

materials; and 

All records and documents necessary to demonstrate full compliance with each 

21 provision of this Order, including but not limited to, copies of aclmowledgments 

22 of receipt of this Order required by the Sections titled "Distribution of Order" and 

23 "Acknowledgment of Receipt of Order" and all reports submitted to the FTC 

24 pursuant to the Section titled "Compliance Reporting." 

25 XII. 

26 DISTRIBUTION OF ORDER 

27 IT IS FURTHER ORDERED that, for a period of five (5) years from the date of entry 
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of this Order, Defendants shall deliver copies of the Order as directed below: 

A. 

B. 

C. 

Corporate Defendant: Each Corporate Defendant must deliver a copy of this 

Order to (I) all of its principals, officers, directors, and managers; (2) all of its 

employees, agents, and representatives who engage in conduct related to the 

subject matter of the Order; and (3) any business entity resulting from any change 

in structure set forth in Subsection A.2 ofthe Section titled "Compliance 

Reporting." For current personnel, delivery shall be within five (5) days of 

service of this Order upon such Defendant. For new personnel, delivery shall 

occur prior to them assuming their responsibilities. For any business entity 

resulting from any change in structure set forth in Subsection A.2 of the Section 

titled "Compliance Reporting," delivery shall be at least ten (10) days prior to the 

change in structure. 

Individual Defendant as Control Person: For any business that an Individual 

Defendant controls, directly or indirectly, or in which such Defendant has a 

majority ownership interest, such Defendant must deliver a copy of this Order to 

(I) all principals, officers, directors, and managers of that business; (2) all 

employees, agents, and representatives of that business who engage in conduct 

related to the subject matter of the Order; and (3) any business entity resulting 

from any change in structure set forth in Subsection A.2 of the Section titled 

"Compliance Reporting." For current personnel, delivery shall be within five (5) 

days of service of this Order upon such Defendant. For new personnel, delivery 

shall occur prior to them assuming their responsibilities. For any business entity 

resulting from any change in structure set forth in Subsection A.2 of the Section 

titled "Compliance Reporting," delivery shall be at least ten (10) days prior to the 

change in structure. 

Individual Defendant as employee or non-control person: For any business 

27 where an Individual Defendant is not a controlling person of a business but 
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I 

2 

otherwise engages in conduct related to the subject matter of this Order, such 

Defendant must deliver a copy of this Order to all principals and managers of 

such business before engaging in such conduct. 3 

4 D. Defendants must secure a signed and dated statement aclmowledging receipt of 

5 the Order, within thirty (30) days of delivery, from all persons receiving a copy of 

6 the Order pursuant to this Section. 

7 )(111. 

8 ACKNOWLEDGMENT OF RECEIPT OF ORDER 

9 IT IS FURTHER ORDERED that each Defendant and Relief Defendant, within five (5) 

10 business days of receipt of this Order as entered by the Court, must submit to the Commission a 

II truthful sworn statement acknowledging receipt of this Order. 

12 )(IV. 

13 SEVERABILITY 

14 IT IS FURTHER ORDERED that the provisions of this Order are separate and 

15 severable from one another. If any provision is stayed or determined to be invalid, the remaining 

16 provisions shall remain in full force and effect. 

17 )(V. 

18 RETENTION OF JURISDICTION 

19 IT IS FURTHER ORDERED that this Court shall retain jurisdiction of this matter for 

20 purposes of construction, modification, and enforcement of this Order. 

21 
/ 

IT IS SO ORDERED, this5 day of ((j tit - , 22 

23 

26 

27 
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DATED: 2127109 

Final Judgment and Order 

Respectfully submitted, 

lsi Lisa D. Rosenthal 

LISA D. ROSENTHAL 
KERRY O'BRlEN 
Federal Trade Commission 
901 Market Street, Suite 570 
San Francisco, CA 94103 
Phone (415) 848-51001 Fax (415) 848-5184 
Email: lrosenthal@ftc.gov 
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AO 88B (Rev. 011(9) Subpoena to Produce Documents, Infonnation. or Objects or to Pennit Inspection ofPrcmises 

UNITED STATES DISTRICT COURT 

Federal Trade Commission 
Plainliff 

v. 
Network Services Depot, Inc. et al. 

Defendanl 

for the 

Central District of California 

) 
) 
) 
) 
) 
) 

Civil Action No. CV-S-05-0440-LDG-LRL 

(If the action is pending in another district, state where: 

District of Nevada 

SUBPOENA TO PRODUCE DOCUMENTS, INFORMATION, OR OBJECTS 
OR TO PERMIT INSPECTION OF PREMISES 

To: Jeffrey S. Benice 
Central Tower 650 Town Center Drive, 13th Floor, Suite 1300 Costa Mesa, CA 92626 

fii Production: YOU ARE COMMANDED to produce at the time, date, and place set forth below the following 
documents, electronically stored information, or objects, and permit their inspection, copying, testing, or sampling of the 
material: All Information requested in attached "Financial Statement of Individual Defendant." 

Place: Federal Trade Commission 
10877 Wilshire Boulevard, Suiet 700 
Los Angeles, CA 90024 

Date and Time: 

05/07/2009 5:00 pm 

o Inspection of Premises: YOU ARE COMMANDED to pennit entry onto the designated premises, land, or 
other property possessed or controlled by you at the time, date, and location set forth below, so that the requesting party 
may inspect, measure, survey, photograph, test, or sample the property or any designated object or operation on it. 

I Place: I Date and Time: 

The provisions of Fed. R. Civ. P. 45(c), relating to your protection as a person subject to a subpoena, and Rule 
45 (d) and (e), relating to your duty to respond to this subpoena and the potential consequences of not doing sO,are 
attached. 

Date: 04/23/2009 

CLERK OF COURT 
OR 

Signature of Clerk or Deputy Clerk 

The name, address, e-mail, and telephone number of the attorney representing (llame afparty) Federal Trade Commission 

____________________________ , who issues or requests this subpoena, are: 

Laura Schneider 
Federal Trade Commission 601 New Jersey Avenue Washington, DC 20580 
(202) 326-2604 Ischneider@ftc.gov 
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A() 88B (Rev. OIJ09) Subpoena to Produce Documents, Informntion. or Objects or to Pennit Inspection of Premises 

UNITED STATES DISTRICT COURT 

Federal Trade Commission 
Plaintiff 

v. 

Network Services Depot, Inc. et al. 

Defendant 

for the 

Central District of California 

) 
) 
) 
) 
) 
) 

Civil Action No. CV-S-05-0440-LDG-LRL 

(If the action is pending in another district, state where: 

District of Nevada 

SUBPOENA TO PRODUCE DOCUMENTS, INFORMATION, OR OBJECTS 
OR TO PERMIT INSPECTION OF PREMISES 

To: Jeffrey S. Benice, a Professional Law Corporation 
Central Tower 650 Town Center Drive, 13th Floor, Suite 1300 Costa Mesa, CA 92626 

r.f Production: YOU ARE COMMANDED to produce at the time, date, and place set forth below the following 
documents, electronically stored infonnation, or objects, and permit their inspection, copying, testing, or sampling of the 
material: All Information requested in attached "Financial Statement of Corporate Defendant." 

Place: Federal Trade Commission 
10877 Wilshire Boulevard, Suiet 700 
Los Angeles, CA 90024 

Date and Time: ENDARE-
05/07/2009 5:00 pm 

o Inspection of Premises: YOU ARE COMMANDED to pennit entry onto the designated premises, land, or 
other property possessed or controlled by you at the time, date, and location set forth below, so that the requesting party 
may inspect, measure, survey, photograph, test, or sample the property or any designated object or operation on it. 

I Place: I Date and Time: 

The provisions of Fed. R. Civ. P. 45(c), relating to your protection as a person subject to a subpoena, and Rule 
45 (d) and (e), relating to your duty to respond to this subpoena and the potential consequences of not doing so, are 
attached. 

Date: 04/23/2009 

CLERK OF COURT 
OR 

Signature of Clerk or Deputy Clerk Attorney's signature 

The name, address, e-mail, and telephone number of the attorney representing (name oJparfJ~ Federal Trade Commission 

___________________________ ' who issues or requests this subpoena, are: 

Laura Schneider 
Federal Trade Commission 601 New Jersey Avenue Washington, DC 20580 
(202) 326-2604 Ischneider@ftc.gov 
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,-

FEDERAL TRADE COMMISSION 

FINANCIAL STATEMENT OF INDIVIDUAL Dl!:FENDANT 

1n.druc1jrulS! 

I. Complete all items. Enter "None" or .oN! A" ("Not Applicable") where appropriate. If you cnnnot fully .nswer a 
question, expl.in WilY. 

2. "Dopenden!!!" include your live-in companion, dependent children, or Any other persoll, whom you or your <pou,. 
(or your children's othcrpBrcnt) clnimed or could hAve claimed os n dependent for tnx pnrposes at any time during 
the pa~t five years. 

3. "Ass.ts" !IJl(1 "Liabilities" include ALL ossets and liabilities, located within the Uniled Stntes or elsewhere, 
whether held individually or jointly. 

4. AUnell continuation poges os needed. On the finnncial Rtatemenl, state next to the Item number that the Item is 
being oontinued. On the cominu.tion page(s), identify the Item number(.) being continued. 

5. Type or print legibly. 

Ii. Initial each page in the space provided in the lower right corner. 

7. Sign an(1 date the completed financial sratement on lhe I .. " page. 

Penally for Fnls~ InformnUou: 

Fcdemllaw provides that any person may be imprisoned for not more than five years. finer!, or hotb, if such person: 

(1) "in any motter within the juriRdic!ion of any dep.rtment or agency orthe United Stntes knowingly and 
willfully falsifies. conceals or covers up by ony trick, scheme, or device a material fru:l, or makes any [',lse, 
fictitious or fraudulent Slat.cmcnts or representations. Or makes or U!lC:; any fals.e writing or document knowing the 
smne to contain any fnlse, fictitious or frnudulenlSlalement or entry" (18 U.S.C. § lOa 1); 

(2) "in "ny ... statemont under penalty of pe~jury as permitted under section 1746 of til\e 28, United States Code, 
wi1lful1y subscribcg", true any material maltcrwhieh be docs not bellwe 10 be true" (18 U.S.C. § 1621); or 

(J) "in any ( ••.• tntement under penalty of perjury as pennilled under section 1746 of title 28, Un1ted States 
Code) in nny proceeding before or allcillary to any court or grand jury ofthe United SUItes knowingly makes any 
f.lse material declaration or mok.s or IIses any other information ... knowing the s.me to contain any fals. 
material decla .. tion" (18 U.S.C_ § 1623). 

For a felony convictioo under the provisions ciled above, federal law provides that the fine may he not more tilan the 
greater of (i) $250,000 for on individual or $500,000 for a corporation, or (Ii) if the felony rc~ult< in peouniary gain to any 
-person or pocuniary Joss to ally person olh.r than the defendAnt, tho greatar of twice the gross gain or twi~ the gro,s loss. 
-18 U.S.C. § 3571. 

'4 
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BACKr.ROUND INI"ORMATlQN 

Social Sccnrity No. 

Place of Birth 

Current Addle~., I \) l~l\'i":j!UI\ \!11:7&'l.- i a/rW:~LC'h From (Dnte) r<-6; D (1 
Rent "rOwn? lhr... r Telephone No. %: s 7:) 1.-j"L .. "6 '-i Facsimile No. __ -___ .... ___ _ 

E-Mail Addres .. J . .Sb@.S(?rf~ . .i~?-;c~u.~./l "'in;emct Honte Page __________ _ 
.. 

were used __ ..!.:IJ~O:....!CIJO_...t......--~ ______________ ~ __ . 

Inform.tion "h01lt Your Spollse Or JJlv<>-Jn Companion iIJ) A--/ b /.10 "'Le.~ "'I~ w-) 
Spollse/Companion's Nnme ________________ Social Security No. _______ _ 

PlilceofBinn __________________ Pate of Birth ____________ _ 

Identity any otaer rmm~sJ and/or saci.l security numbcr(.9) your sroose/companion lUls used, and the time pedod(s) 

during whichthoy were uscd _______________________________ _ 

Address (if different from yours) _____________________________ _ 

From (Date) ___________ Rcnt or Own? _____ Tclcphone No •. __________ _ 

Employer'~ Name and Address ______________________________ _ 

Job Title __________ Ycal'S in Pre~ent Job Annu.tOro .. Salary/Wages $ _____ _ 

Infonnafion Al1011tYotJr IJrcviousSl1'ousc If) I ~. 
Previous Spouse's Nome & Adelress ____ . 

_______________ SociaJ Security No. _______ D"lo ofBirlh ______ _ 

Co-utl1ct Informrdion 

Page 2 Initials:]''S (; 
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Name & Address ofNeare9i Living Rclali~c-~I' F;ie~d -~'"3hb~ u:. s: ·W-e-1~~ 
__ -+Q...l!-M=Q:trt'{fZ.~ TclephoneNO . ..QS" ( .... (",:;Z'1fo"b'-j 

lnformrtlioa AlIa"tDcp~m1cnt5 Wlw Liyc With YOQ 

"Name 

Relationship _~·lJ.t!"'L==-~,J4i~bl,-r!...::-Z::: .• -.::·~=~ _________ S<)ci'l Security No. ___ -,.. _______ _ 

'Nome DatcofBirlh _____________ _ 

Relalionship Social SCGurity No. ___________ _ 

"Name Dale of Blrtl1 _._. ____________ _ 

Relatjonship Social Security No. ____________ _ 

-Item 6.... . . Inrormation Abollt JJ.p ... dcnl!;-"~1I0 lJo .N"t..~jvc With Yon 

'Name & Addre.'g ______ . ________________________________ _ 

nato of Birth __ . _ .. _. ___ -_-_-_-_-_--RclaIiOnShj~?'=========~SOO:O:C:iO~1 :S:e:Cl:'r~ll~Y~N:O~.=========__~ 
>No'neAd<b"-'s ___________________________________________ _ 

bate of Birth _________ Relatjonship __________ Social Se<;urity NO. _________ _ 
'Name & Address ____________________________________ __ 

Dale ofBirtlt ______ Rel.tionship _________ Social Security No. _______ _ 

Employment Informnti~n 

Provide Ihe following infonnntion for Ihi. year-to-date nnd for .~Cll of I"" previous five fnll years, for eDeh company of 
whir:h you ware n director,. ornc:er~ employee .. ngent,. contfactarr participant: nr c:omml1ant at any time during that period. 
~'Incomc." includes, but is not limited to, any sLllary, commissions, draws, consulting fees t 1mms, loan paymenls, dividends, 
royalties or other bellefils for which you did not pay (e.g., health insurance premiUms, automobile lease or loan payment,) 
received by you or ""yone else on your behnlf. . ~ S-c -ili·'/"\-

S r" l / ( / ee.". .. "", ;-;::J{i.) t-l J "fD 
'Company Nume& Addre,g /2.L-r ~(r·j(?,/f'l:)jlL...'> fi(?~ e VI" ,0 

Il~ - -t ( I .D '. t-' 1''-'-''1 Z·" '7 ,,·b ;?, 

I ~/'1 '1 To (MontbfYcar) (]/..-t-n-,,+- . 

Positions Held with Beginning nnd Ending Date, _...lPi---LV...!I2:),t_V~!c:~4::..21 ___ --_____________ _ 

))ate811mployed: From (MollthfYear) 

Jtf!m 7. continued 

Page 30 
W-Y? Initials .... ~ .'f 
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20 __ : $, ____ _ $,------

--- $_------ $,-------

.Company Name & Address_~U9~~~.:.:....!..!:,~~~,=~.:..!.;;:::..:v'~.--:=----' ________________ _ 

Dotes Employed: From (MonthlY.or) __________ 1'0 (MonthlYear) _________ _ 

Positions Held with Beginning and Ending Dates _______________________ _ 

Income Received: TI,is year-to-d.tl.: .~ ______ • __ _ 

20 : $, _____ _ 

$,-----.--- -_ . 

$_-----­

$,-------

s, ______ _ 

• Company Name & Addrc .. _______ ,~ ____________ . __________ _ 

Dates Employed: P,om (MonthlY.ar) __________ 1'0 (Month/Yea,) _________ _ 

Posilin'ns Held witi) Beginning und Ending Dates 

Income Received: This ycnr-m-dnte: $, _____ , ___ _ 

20 __ : $, ______ _ 

$,-------

$,------­

$,------­

$,-------

Item 8. Pending LllW811lt.',FilPd by YOII or YOllr Spouse lJ I a 
List .11 pending lawsuit, that lmv. been mod by you or your spouse in court 0\' before an administrotiv. agency. (LIst 
lawsuits that resulted in finnl judgments or «ttlements in Items 16 ami 25), 

U '::":> J '?::>.e,w...:..... :;j $v, r AS(-IMt:1:, ~....:... 
Court's NAme & Add", .. --,-I ,L)::-S"" ,-;!D",,'::,:L--::::· "'---'C:::',:f...p,~L-:.,.-'.·l..:...F_, _______________ _ 

SAcV (>(~- ""·2 ..... 6(' .......,....... 
Docke! No, Re1ief Rcqueslell-,{:......:J_' .,;'I-_, ____ N.luro of Lawsuit ........,I<--.c=-I -'.-1-___ _ 

Opposing Parly'. 'Nome & Address 

________ ____ Status PL,4?\.'-'("-')I'-"-'.'1-"L."'-._~ __ ' _____ " ____ _ 

PCllding Lawsuits Filed Aga!nst YOIl or Your Spouse 

List nIl pending lawsuits that have heen filed against you Or your spouse in CoUrt or before no administrotive ngency. (List 

P.go 4 Injti~IS~ 
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.. 

List all safe deposit !loxes, located within tbe United St"t~s or elsewhere, held by you, your spouse, or any of your 
dependents, ~r held by others for the benefit of yOll, your spollRe, or any of your depemlen!', On a separate page, 
dascribe the COlTtenTS of each ho;:t:.. 

Owner's Name Name & flddress of Depository Institution 

1Iem 11- B",lne." Jnterests 

LiRt all businesses for whic11 you, your spouse! or your dependents arc an officer or dit"ector . 

• Bu,ines,' Name & Addre.. Jeiff"i'1 ~l hC.'f~ I {f It c. 

ilnxNo, 

BusineR' form.t (e.g., corporation) {} C"- f ' Deoorirtian afBusiness J"',A..-=-"-'=) ____ _ 

___________ POsition(s) Held, nnd By Whom -Lp-'-f't"-.-"(I:.;.~~""'::.....j-:_.. _______ _ 

.Business' Name & Adctress b,W Taw ~ h a, I:fJ"1 cJd eo.; f.r~- 1ft. \}- Jd' '71(" 7. l. 
? l 

Business Format (e.g .. corpotation)_J:h;~1\ ~ De.criptionofBu,inc," Cfh..,J W:'" 
~ ___________ Posilinn(,} Held, and By WhOID _______________ _ 

.B'JSirn:s.,' Name &A"drc ... ________________ .::...-___ ----~----

Bu,;nes. Fotmat (e.g., corporation) __________ Description ~fBl1siness _______ _ 

____________ Position(s) Held, and By Whom _______________ _ 

Puge 5 

?'\) 
Tl1iti~ls ~:'.Y_----" 
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... - --- - .... - -~FlNANCIAl; JNF0RMA nON: ASSETS ANn ·UAlIILITii?.s 

REMINDER: "Assets" and "Liabilities" inct;;d. ALL lIssets .nd liabilities, lIicatcd within the Unit<d Stnt~s or 
clscW)",,.D, wlwihcr beld bu/ividually or joinlly. 

----------~-----------.--------- ------------ ---------.--~-~ 

======!I!ltcl!!m~12~.==== ____ -____ -~C~nI1l5""h;B.n~_~~:J"'I_o~c~M.rket-Aceount .... -------·--------------------

List CA.Rh and all bE\nk and monoy mnrkel :::Iccounts, including but not limited to, checking; nccounts) gavings: nccounts, and 
c~rtific.les_of deposit •. ho1dJlY_You. YOllr.spoUl;e, or your dependents, or held by olhers for lhe benefit of you, YOIlT spouse, 

·-or"your dependenl~. The-term....!!cash1
,'. includes currency and uncB9hed checl(s. 

Cash on Haml $. ____ O~-:..-______ Cash Hold For Your Benefit $._---10""":....... ______ _ 

Name on Account Name & Address of Financial Institution 

1K1l\;111!].~L.-&:5 1); .'111&1 •. 1 I 
:tv",:.....: ,G-Il • 

Account No. 

. ,qlll1: 

CIlf1'enl 
Balance 

-+­
dg2Q,.4~aI 

ll'" CoF r~t.f o~ 
----------$------

----------~--------------------------------------------$-------

---------------------------- -------,~----

u.s .. Government Securities 

List all U.S. Govemmeot socurities, including Dut 110t limited to, savings bonds. treasury bills. and treasmy notes, held by 
you. your spouse, or your dependents. or helt! by others for the beJlofit of you, yOllr ~pOIl"C, or your dependents. 

N~me on AceoU1'! Type of01,ligaliolt Security Amoun! Mamri1y Dllte 

$~----------------

---------------------------~----------________________________ s _________________ __ 

110m 14. Plll)ZicJy Trntlcd Securities and Loans SCCIlTl!tl hy Them 

Page 6 lnitinls (h 
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Li~l.tl publicly tra(led securities, includIng bul nollimited to, s. s, stock options, registered and beorer bonds, state and 
municipal bonds, .nd mulual funds, held b~ iOJ} ou spou, ;or your del'cndenlS, or hekl by others [or the benefit of 
you, your spOllse, or your dependents. IVV / 
.JssuOf _____________ Type ofSecurit)l ________ No. of Units Own~d ___ _ 

Name on Security _______ Current rair Market VaJue $ ____ Loon(s) Agoinst Security $ ___ _ 

Broker House, Address _______________________ ~nroker Account No. _____ _ 

.!,"ucr ________ . _____ Type ~fSccurity ________ No. ofUnils Owned ___ _ 

Name on Security _____ CUlTenl Poir MArkel Volue $ __ _ Loan(s) Against Security $ ___ _ 

Broker Honse, Address Broker Account No. ____ _ 

Item 15. OIlier Jlu.ines, Interest:r: ",.,I~ ~DII Wtl,),thl,.; '-t~k- I:;' wtA.. jltt:l<(oV.\:>/ • ..:. 
lkM.9~ j; llU,J.I OIMt- ""'Iil(, At-tl.:c i'Il.a.. tto ~I~.e.r. if"<A'loIf-JO"'!-1l 

List (\11 other bllsine~~ interests, including bnt 110t limited to, liOn-publt;' corporations, subchapter-S corporations, limited '1~' 
Hnbility corporations f 1LI ... O::},), general or limited partnership intarc5ts\ joinL ventures, sole proprjctor5hips~ and nilllnd ~~ 
minerolle",c" held by you, your spouse, or YOUl' dependents, or held by olhe,'s for the bonefit of you, your spOllse, or \. 
your dopendents. 

Business' Nam~ & Address 

ownership % -'-___ _ 

01Trem Pair Market Value S ________ _ O,,"er (e.g., self, spouse) 

II ~A.· I WLJ 
"'Business Ji'onnm _fAt ~JI 

• 
Business' NAme & Address (,~J~ t'..st.-A IAr iJ.j "'ttl 0,,) I- fVv$'" vII "ij-;.o j,. 

___________________________ ._ Ownership % --,j]~O=--__ 

Owner (e.g., sel~ spouse) ______________ Current roir Market Volue $ \,)\A.. ~== __ 

Item 16. Monct~ry .Judgment. or SeUlemcnts Owed to Yon, Your SJlOu~", or YOllr DependenlB 

List.1I monetary judgments or soUlem.nt, owccllo you, your SpOll~C, <IT your dependent •• 

VvL~-'1O ~ ~Pr' 
Court's Nome & Address ___________ Docket No. _____ _ 

.Opposing Party's Nome & Addre~s 

Nalure ofLaws!lit __________ _ Dale ofJudgment ____ Amount $ ____ _ 

-Opposing Party's Name & Ad,lre~, _______________________ . 

Courtt.q Nllme & Address ________ ~ ___________ DockelNo. _____ _ 

Nature ofLaw,uit Date of Judgment _--:-_____ ArnOUnt.$ 
JtMl 17. Other AmonntlO Owed to Yon, Your Spons(!, or Your Jlc'(1e.ndcnts '"------

Pago 7 lniti~ls ___ _ 
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Debtor'R Nnmo, Address, & Telephone No. _______ ~ __ . ______________ _ 

Original Amount Owed $, ______ Current Amount Owed $ ___ _ Monthly Payment $, ____ _ 

Item 18. Life Insuhlncc Poliele.. 

List all life in,umnee !X'licies held by you, your spouse, of your dependents . 

• ).;;~;;;~·~~C~;;p"ny's Name, Addres~; .. &.i~lepiio;,oi-l0 ... .B·JU-wt).n_- I ll1 ,·h·. Gy"'<l~j-

l'olicy No. __ _ 

"fn~urance Company's Na.me, Addrcs~1 &. T~lophone No. ___ _ 

'Mured ______ . ___ _ Beneficiary ___________ F.ee V~luc $, _________ _ 

Policy No. _______ loan. Against Policy $, _______ Surrender V.lue $ _______ . 

Item 19. Deferred Income Arnmgerncnts (!0(/~ 

List all ciefertcd income nrrnngemcnr.9~ inc]uding- hut. 110t limited to .• deferred annuities, pensions pJans! profit-sboring 
plnns, 401 (k) pions, IRAg, Keoghs, "n" otberretirement accouom, held by you, your SpouSe, or your dependents, or held 
by olliers for the benefit of you, your spouse, at your dependents . 

• Name on Account ___________ lYpc of Plan _____ Oato Established ___ _ 

Trustee or Administrator'; Name, Address &. Telephone N<>. ____________________ _ 

ACCOUlltNo. _________ Surrender Va!ue t ____ . ___ _ 

.Nnme on Account ___________ Type of Plan _____ , Date Established ___ _ 

TnlStcc <>r A(lmini.trotor's Name, Address &. Telephone No. ____________________ _ 

Account No. _________ ~. Surrender Value $ __ ... _______ _ 

Item 26. Persono] Propel'ty 

List all personal property, by c:atcgory ~ wllethcr held for per.sonnl use or fOT investment, including but :not limited to, 

Pngc s: Jl1iti!lJ,~ ___ _ 
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fnmitnre-and hotlc::cI101c1~goods ofvnlue, computet cquipment;'clcctronics. coins, stamps, nrtwork, gcmstones, jewelry, 
bullion. other coliectibles, copyrights, palcnL., find other intellectu,l property, held hy yon, youn;pollse, or your 

,_dependents, or held oy others forthe nenelit ofY'Ju, ymlt spouse, or yClur dapcrnlenls. 

Property C<1ICI!:Ory Nnme of Owner Propeny LOOQtLon :\cguh:lirion 
~ (e.g., nrtwQrk, jewelry) "-1 

_&irk/I,·wi.< ':>.Jv.11r'fh'- _'0:.::.?~t/l=-4_/ __ '-I ___ 10 ,1'J4 , ,:>"'-,A1 (~}"Jb 'L .$ 'J.t; i.{_-<--;; J1..{,""-'-/':>,,£.1..u 
~-tz.. ;. oto~ :.> til ,~~,!" ,i'f'll"(,Jrt-r Cd" - u7a~ 

~~~~ -~ ... ----- : :---
~ A-~ ill ~,~:tL~ _____ $' __ S, __ 

~ ---,-----$,---$._--

$,--- $,---

Item 21. Cars, Tnlth.l.l, Motorc:yd(!~t BOllts, Airplanes, nnd Other Vehicles 

Ust nll cars, trucks, motorcycles, hOllts, airplnnc8 t and other vehicles owned or operated by youJ your spouse, or your 
dependents, or held by olhers for the benefit of you, your spouse, or your dependonts. 

• Vehicle Type 2Cb '? Make p/l"0 Model'}'4 S- _Year 0:1..>3 

Registered Owner's Name .1tif* /?'('-f,.~ Registration Slale & No. ___________ _ 

",~~~vchicle'SJA>calion I D. ~'~J~ ~"IO/c,L7--J;,;~.,~:~~; 1/httrA1 {,,;)--
"i4".I1",,0 l'ricell L/1./JU-) -~rrenl Value $" I ,C;;a..f) ~J,.ccounI/Loan No. _________ _ 

Lender'. Name and Address "7:, f-;:.",,;:.' J_t-----:le=-:A.:.,~';):.:.11.:..· -t~s=------~------------
Original Loan Amount.~ .r1'')·ItfA..,~ Current Lonn Balllncn $ '?>L?,I'VV Monllrly Payment$ /<.)/) 

• Vebicle Type '2.- U?'--1 Make pC-{J'~/L.:..- Model·'f2"..r ~ C' YOO< 2<'0 '-l 
Registered Owner's Name .ieA''P' J)t~1 ,":'" Registration Stnle & No. ___________ _ 

Address of Vehicle', LOCAtion _1 0 (1,1. i'7')w.-. '}, ,;)/r'L! LA /1:-:-.-'", ';('-d"rl:"'L' ! t ,', 
lc,,¥-;r- "T1 e7 j,l-u __ 

P.,el",sePlicu.t I r CurrentV.IUe$ :;:,~&(--'J Accoun\fLoanNo. _________ _ 

Lender's Nome unci Address <S 0 '.~.:t .. l" Lc ,;1-iJi ;,. c. 

lt~ , 
OriginAl L011IJAmount $::J!2t.,-,VL i IJt! urrent Lonn Balance $ G ·:;;/,,-c, 0 

Item 21. Co!'lIl!ucd 

.Vehicle Type '2-(,uCL~ 

Poge 9 

Monthly Payment £ I '2 i,e:' 

Ye.r 2-(..0 ~ 

lnitiols ___ _ 
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t-!~ .~/- < 
RegiSlored Owner'.' Nome '-."[</'\ r r.;t;'Mf'oJ- Registration State & Nu. _~~ ________ _ 

Address orVehiel.'" Loc.tion-4rl$ &,S-D 1~~",~ ~ nv- D/:; to' f-;... )11.-> ie' {.J... 

Purchase Price $ 'ZOr. vVO CUrrent Value $ /2 I tkV AeCGUnllLa"" No. ~ ________ _ 

List nIl renl c~tate held by you, ynur 5p01L'~et or your dependents, or held by others for the bene"tit of you, your spouse, or 

yourdcpandenl •. , {Jo~'" -:St!f?~.:::..../S I-tA'Yl>-"-' , 

>Type oHraperly" U, (;.Le->'I~~)_ Property's !-oention ?~ rZe"""ij1l<. ,1.4("1/1> l;( 'to L.f1 
{VO'7 ~} r=:.~ /..vi.- k ) 

;::::'OMW ..... ~1.iJ 
Current Valu~ " __ ,"-__ _ 

Name(s) on Title and Ownership percen\llgcs_~~ C; (l,M ,-t/A 

AcqUisition D.'O~:..-___ Purch."c Price:> '? IT. lIf..1) 

fllL,is ofValu.tion lllA.-_______ _ Loan or Account 

Lender', Nama and Addres, ~~j<)'!:!'-______________________ _ 

Current Balance On First Mortgage S "? S'q €<.A +- Monthly P~)'llJCn! $ 4 ~Co 
Other Loan(s) (dc.!cribe), _____ , ______________ Currcnt Balance $.' _______ _ 

Monthly Payment $, _________ Rental Unit? ___ ~ ___ Monthly Rent Received $, _____ _ 

-Type of1'ropcrty ________ . ______ Property's Loc.tion'-.. ____________ _ 

N"mc(~) on Title ~nd Ownership Perccntuges 

Acqulsition Date. _______ Purchase Price S ________ Current Value $, _______ _ 

Bosi, ofVnJuation, ________________ ._Loou ()r Account No. 

Lender's Name .nd Alhlress 

Current Balance On First Mortgage t ________ Monthly Payment £ ______ _ 

Other Loan(s) (de.,cribe) ___________________ Current Balance $ ______ _ 

Monthly Payment 3: _______ Rental Unit? _______ Monthly Rent Received $ _____ _ 

Credit Cnrd. 

List each credil enrd held by ynu, your spouse, or your dependenls, Also Ii,! any other credit cnrd~ that YOll, your spouse, 
or your dependents use. 

Page 10 Iniiiah. ___ _ 



Case 2:05-cv-00440-LDG-LRL     Document 250-6      Filed 09/15/2009     Page 40 of 45

Name DfC~crlil C;.;;r(e.g .. Vi'"' 
M •• teR;,ru, Department Store) 

Hem 24, Tnxe" I'ayable 

Account No. 

$ 

$ 

$ 

S 

Current 
B~JBm~e 

. __ ... 

$ 

$ 

$ 

$ 

Minimum 
Monthly Payment 

. --._ ... . . -.'-----_ ... _---,-,.---- ,.-~-.-.. 

Liflt nil taxes, ~mch as income taxes or renl estate taxes, owed by you, your :'3P{lUSC, ar ,:rour d(!rJerul:un~. 

Y car Incllrrcq 

$ ------- ----------- ~--------------

-----------$,--.------
. I b_(~ 

Hem 25. ,Judgments or Sdtlcmeul. Owed W'l p ... 

List all judgments or "cUlcments owed by you, your spouse, or your dependents. t;.. {cI(j. of? ~'( 
1\ . . I ~ /l1'JW/'P 1· (JIf""'CiI,JC? 

Opposing p"rly'~ Name & Add",« n~ 0 j v::5', k·/ ~JA-c.'Y-. vrr Iff? 
S /1 I f ~" - Ui7!i"... , 

Court'~ N~mc & Address---'2 c:: ~ M. (/1' DockctNo. 6(.. /01 It.., ~':: 

Nalure of Lawsuit Nott.. (.Iy'I-"hld. ___ . ___ ~ Dntc-lh~:uv ~Amount S~ ~ c..:r 

Pogo 11 11Iiti<1I.~ ___ _ 
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Hem 26. Other Lonns .nd Linbilitics -

List all other loans or linbilitic9 in your, yOU\" SPOIl9C'S, or your dependents' Ilames . 

• Name & Address ofLonderlcredito, __ ::I'_.:..c' &=--,-vt:-"c;J=L1=L-=H-,--~. ____________ -". __ 

NaturcofLlnbility Lol/tV'L Nnmc(s) on Liability ::"~a,,::"" J-- c:..c:vp, 

Date ofLinbility: 2c;c~1-7D ~~unt Borrowed .$ ! C<?, ,;UO CurrentS.lance $ I.:> l?, L-L-u 

Payment Amonnt S'_P6,L",C",U<:-' _____ l'requency ofP.yment ~, T'lJ-l.,:-"/ 1'1/ •. 

-Name & Addre .. of LeoderlCrcditor . ________________ --'-___________ _ 

Natllre of Liobility _______________ Nom.(,) on Li.bi1ity _______ ~~ __ 

Date ofUability _______ Amount Borrowed $ .•. _______ Current Balnnee $._~ ____ _ 

Payment Amount $, __________ Frequency of Payment ________ _ 

OTHl':R frNANClAL lNFDR~fATJON 

Item 27. 'Tax R~j"rn., 

List all federal tox retUl'll5 thnt were filed eluring Ule I." three yean; hy or on beholf afyau, your spouse, or your 
dependents. Provide a copy of [loch s;gnad fax return that >Va.\" filed during tha la.vt thr"" yoar". 

Tax Yenr Nomel.) on Return Refund Expected 

---tJ. ' A "0 ___ ~e;1t-I~~~~~~-~II~~~-_· ____________ ~.------,-----$--~I~V~--

--____ (I ____ ~~~~~~~~-~$~~~~~~/~~~~L-----------$---~-----
____ ~_! _____ d __ fi~~~~~7.~~~~~~=K-------------$.---~~---

lI.m 28. APl'litlllions for C • .,dit 

Li~t all 'Jlplicalion. for b~nk IORns Or other extctUlian. of aredit that yOll, your spollse, or your dependants have submiUcd 
within the lAst two yents. P/-(YJ'ide a copy oj each application. ineiuding all a/laChmelll.'. 

Narnc(s) on Applio.lion Name & Adclrc's of Lender 

'1:' \.'\A\J1-- vU:l ;;.~yM i\("'\df'.()\.."-l",·C", .• :;. .• ..:.1>.::;;-'.:..'":....:::"'--__________ . _______ _ 

J'1. /lIU--1 00"-"-£ S<j i, .-• L I "-'':1 

Item 29. 1'rus~ And Es;crows 
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Lisr11l1'mlld, or o'tl\er1i~fltrt!,thnt nre boirig"li'rilil'in trust or escr<i\i;rby ~ny por.on or emilY for you, yoUt:.pOlIse, 0)' your 
dopeiiCIeii(s;' i.,:!iill'JiiiCiill fuMs or otl,er assct" that arc being llekNI! /!vs/ or C.,CTOW by y()!~ your .'pouse, or your 
dcp~f]dcntsl f()J' any person or entity . .ProvidE! copies of (Ill executed ItUl11 documenu. 

Trustc~ or Escrow Agent's 
N~mc & A ddres" 

_JJJ{~ 

DOle 
TI.tnblished 

Beneficiaries Prc50nt Market 
VallIe "fAssets 

---------------------$,---------

---------------,--------------------$---------
------------------------$,-------

--------------------~----$,----
_____________________ $ 

Item 30. TrAnsfers: -of Assr,ts 

List each person 10 whom ,:/011 have transferred. in the flggrcgllte~ mOtc th~n $2~50a in fund~ 0,. adler ;'fSS'C(S during the 
previous three years by lono, gift, snle, tlr other trnnsfcr. For each such penIDll, stnte ~he total amol.lnllran!lferred during 
Ihat period. 

7hmsferef:!"S;- Name. Address & Rdatianshin PropcTtv 
Transferred 

----_$ 

--------------------------,------.-----$ 

----------- $ 

A~.<!FAA!!l'e 

Yl!l!!£ 

------_.-------,-------------$,----, 

Page 13 

,]'r;.n~fct 

Dule 
Tvoo of'rrnnsfer 
(e.g, Loo", Gift) 

Initials _____ _ 
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SUMMARY FINANCIAL SCHEDULES 

nom 31. C"";iili.~d BaIJlJice Sheet for Y" .. , Your Spouse, and Y GUr Pependent' 

ASSETS AS rR Sl2~loo, LIABILITIES 

Cash on Hand 
(ltom 12) 

Cnsh in Financial InstitutioD!l 
(ltem 12) 

UIS, Government Securities 
(Item (3) o $,---

Credit Cards 
(Item 23) 

Motor Vehicles - LienR 
(Item 21) 

Real Property - Encumbrances 
(Item 22) 

Publicly Traded Securities 
(Item 14) $ __ 0:::;'·-_ 

Loons AgainR! I'UlllicIy Traded Securities 0 
(lIem 14) $, ____ _ 

Other Business Interests ~ 1 
(Item 15) S_-==v __ 

Judgments or Settlements Owed (:7 
"·"10' Y DU (Hem l6Y .. S'-----'V"---__ 

.O:~: ~T9unts q~~!:.d to.y Ou_ .. _~: _ ___,O==_· . __ 

Surrender Value of Life In,urance () 
(l1em 18) S ___ _ 

- -Deferred Income Arrangements 
(IUlm 19) 

Pc,"onaI Property 
(Itom 20) 

Motor Vohicles 
(Item 21) 

Real Property 
(Item 22) 

Other Assets (Itomho) 

$_---

£_---

$_---

.~----

Taxes Pay.ble 
(Item 24) 

Judgments or SettlemenTs Owed 
(Item 25) 

Other. Loans no,1 Liabilities 
. (Item 26) 

Other l.illbilitie' (Itemi"e) 

-

.!I. (J L] iLo +­$ . I I 

$/ >~.uN. 
" I 

$_---

$ 

$ 

$ 

:;; 

,$ 

Total A5!1ct5 
• "1~ 1JliJ ./-

$ :.,L£i1 Totul Liabilitios 

Page 14 Jm'llil'~ 



Case 2:05-cv-00440-LDG-LRL     Document 250-6      Filed 09/15/2009     Page 44 of 45

Hem 32. Combined Average Monthly Income nnd Expense. for You, Your Spon,., ond Your Dependents for 
the Lnst 6 Montll. 

Provide the average monthly income And expenses for you, your spouse, and your clepcndents for Ihe last 6 monlhs. Do 
nol include crcdit card p.yments separatelY; ralllOr, include credit c,1rd expenditure, in the appropriate categories. 

lNCOME 

Salary - After Taxes 

Zl&&U' 
$}CjLV? 

- EXPENSES 
f1..,y-

AP{1'" .:. Mortgage Payment' for Rcsidcnce(s) 

Fees, Commissions, and Royalties $ __ '0_' _' __ Property Taxes for Residcnce(s) 

Inlerest 

DIvidends and C£lpitai Gains 

Gross Renlal Income 

Profits m,m Sole Proprielo"hips 

Distributions fi'Oln Partnerships, 
S-Corporations, and LLCs 

s 

$ 

S 

$ 

$ 

1) 

0 
r) 
L' 

C7 

0 

Rental Property ExlX'"""', Including 
Morlgage Payments, Taxes, nnd lnsurnnc:e 

Car or Other V chicle Lease or Lonn 
Payment~ 

Food Expenses 

Clothing Expenses 

Utilities 

$ 0/)f.-,O 

$ 0 

$ 0 

$ ~.~ 

$ :25to 

$ 5""w 

$_/O()CJ _ 

Disltibulions from Tru'tq .nd 
Est~lCs $ f) Medico! Expenses, Including Illsurance ' '$ 560 
Distributions from Dof~rrcd 
[ncome Arrangements $_~D~' __ _ 

Social Security PaymonlS $_->'--,,-1 __ 

"'u AlimonY/Child Supparl Received $_--",,--_ 

Gamhling Income £, __ 0=:.. __ 

alber Income (Itemize) 

$_---

$_---

$'------

Total lncC'unc 

P.ge 15 

Other Insurance Premiums 

Olher Transportation Expenses 

Other Household Expenses 

Qlher Expenses (Itemize) 

Toml Expenses 

$ l-t#<;:;ZO 

$ IQiJ~;P$ 

$ lao MJ !6o.el! 
I~ twbl"'j 
C"Jr..\d , ~~ .... I 

$.---,----

$_---
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ATTACHMENTS 
...... _---_ .. _----

Ite", 33. Doclllttcnis Atlncltcd 10 this Finnncin' Statement 

List 811 documents thnt are ooing submilt.d witli this finflocial statement. 

item No. Document 
8elM.s To 

... _ .. = ... _:::-:-. ___ ~:-:--c:-

Descripticm of Document 

... ," 

I am submilling this finnoei.1 statoment with the understanding that it may affect action by the Fodornl Trade 
Commission or n fedoral court, I bay. used my best efforu to obtain the illformation requested in this stAtement. 1110 
!Cs?<mre~ i h~v" l"<wldcd w tIle ite\l\. lIbeve are \tile ami c~m .. in all \he re<:j\lcslcd facts .nd ;n10n-natioo of '",meh 1 b!IVC 
nolice or knowledge. I have provided all requested documents in olY cusl(ldy, pos,,,",sion, or control. I know aftlte 
)lenalties for fals. statements under 18 U,S.C. § 1001, IS U.S.C. § 1621, and 18 U.S.C, § 1623 (five years imprisonment 
andlor finos). j comlY under penalty ofporjury under the laws of the United States thot the (oDCgoing is tme .Dd correct. 

Executed On: 

P:3ge 16 IniliaIS_cr:-
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FEDERAL TRADE COMMISSION 

FINANCIAL STATEMENT OF CORPORATE DEFENDANT 

Instructions: 

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

2. 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. 

3. 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. 

4. 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. 

5. Type or print legibly. 

6. 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: 

(I) "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 ofpeljury 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. 

-----Gorpor-atil)n':s-J'ullcNam
e "':;ef"f7t~ 5, J3e"::",,, .:.o±'.' ... . A ... _-7~~_~ ~ .. -~fVF.ro_m,{ii.(D.'5a •. t;t;.e .•. )n t::;",,~2r---

Pri~ary Business Adi;~--;;---(,~rp-raIM.~ Fi,-jJ; 7#F' '1'.,...... V'" ____ ""-

Telephone No ..... ))'1- &141 ~~ Fax No. 1~'-1 ~ (,1.11 ~b() Lf 
E-Mail Add~~~~ ;(S·&@-~£"""'~:;t B~ge _________ ~ 

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

Address ib ~oX (bS7Q FromJUntil /}'j.s-~b 
:J:II,)/'~I CIf ,<1(1/;1;6 -'" b'7? FromJUntil Address --------

Address ________________________ ~ FromJUntil ________ _ 

All predecessor companies for past five years: _. _ . 

Name & Address FromJUntil======~ __ 

Name & Address ~ _______________________ FromJUntil ~ ____ _ 

Name & Address ________________________ FromJUntil ~ ____ _ 

Item 2. Legal Information 

Federal Taxpayer ID 

State Tax ID No. _--'V'--J.l-=-!+--'--____ State :---"U,-+I t-'----___ Profit or Not cu,-.s--'-!.!!u~*~4"OO;:;¥~------
Corporation's Present Status: Active ~ __ \( ____ Inactive ______ Dissolved ~ ______ _ 

If Dissolved: Date dissolved __________ By Whom _______________ _ 

Reasons ____________________________________ _ 

Fiscal Year-End (Mo'/Day) ('2..1 ~ I Corporation's Business Activities ~L--,-A-v----,~,,--______ _ 

Registered Agent ~ 

x--'(~ Name of Registered Agent -..:"-L'-I-----l~==~!....::-______________________ _ 

Item 3. 

Address ___ ·~=~!f!..l..!..:=:::::::. _______________ 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. 

% Owned 

tc;o 

Item 5. Board Members 

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

% Owned Tenn (From/Untill 

I DC? 

Item 6. Officers 

List all of the corporation's officers, including de/acto officers (individuals with significant management responsibility 
whose titles do not reflect the nature oftheir positions). 

Name & Address % Owned 

• I 

Page 3 InilialsQ:::-
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Item 7. Businesses Related to th.~orporatioll---.. ~ __ 

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 

tA;~ ____________________ _ 

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. 

Firm Name Address CPAIPA? 

ltemll. Corporation's Recordkeeping 

List all individuals within the corporation with responsibility for keeping the corporation'5~finan"ial-books and records for 
the last three years. 

Name. Address, & Telephone Number Position(sl Held 

G'"'S~ 4'6 r2~A... ~ 

Item 12. Attorneys 

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

Firm Name Address 

Page 5 Initials ___ _ 
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Item 13. Pending Lawsuits Filed by the Corporation N~ 

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 ofthe corporation in Item 25). 

Opposing Party's Name & Address, ___________________________ _ 

Court's Name & Address ________________________________ _ 

Docket NO. ________ ReliefRequested _________ Nature ofLawsuit~ _______ _ 

_________________________ Status, ______________________________________ ___ 

Opposing Party's Name & Address, _____________________________ _ 

Court's Name & Address ________________________________ _ 

Docket No .. ________ ReliefRequested _________ Nature of Lawsuit. ________ _ 

__________________ Status ______________________ ___ 

Opposing Party's Name & Address. ______________________________ _ 

Court's Name & Address ________________________________ _ 

Docket No .. ________ ReliefRequested _________ Nature of Lawsuit. ________ _ 

_______________ Status, ______________________ _ 

Opposing Party's Name & Address, _____________________________ _ 

Court's Name & Address ________________________________ _ 

Docket No .. ________ Relief Requested, _________ Nature ofLawsuit. ________ _ 

_________________ Status. ______________________ _ 

Opposing Party's Name & Address, _____________________________ _ 

Court's Name & Address ________________________________ _ 

Docket No .. ________ ReliefRequested, _________ Nature ofLawsuit. ________ _ 

________________ Status ______________________________ _ 

Opposing Party's Name & Address, _____________________________ _ 

Court's Name & Address ________________________________ _ 

Docket No., ________ Relief Requested, _________ Nature of Lawsuit ________ _ 

___________________________ Smtus ______________________________________ ___ 

Page 6 Initials ___ _ 
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Item 14. Current Lawsuits Filed Against the Corporation C~ I1-S In J~~~IJ 
List all pending lawsuits that have been filed against the corporation in court or befoJJ< ant'dmillisp-ative agency. LisK . 
lawsuits that resulted in final judgments, settlements, or orders in Items 26 - 27). 'l>e,...~ WUIJ, 1 ~ 
Opposing Party's Name & Address {JS IJ I 6~~ r-J 
Court's Name & Address ~ I~V.~~\ 
Docket No. _______ ReliefRequested. _________ Nature of Lawsuit _______ -__ / 

_____________________ Status, __________________________________ ___ 

Opposing Party's Name & Address, ____________________________ ___ 

Court's Name & Address ________________________________ _ 

Docket No., ________ ReliefRequested _________ Nature ofLawsuit. ________ _ 

_______________ Status _____________________ ___ 

Opposing Party's Name & Address ____________________________ ___ 

Court's Name & Address, ________________________________ _ 

Docket No. ________ ReliefRequested _________ Nature ofLawsuit ________ _ 

_______________ Status. _____________________ ___ 

Opposing Party's Name & Address ___________________________ _ 

Court's Name & Address, ________________________________ _ 

Docket NO. ________ ReliefRequested, _________ Nature ofLawsuit, ________ _ 

_______________ Status _____________________ ___ 

Opposing Party's Name & Address, ____________________________ ___ 

Court's Name & Address ________________________________ _ 

Docket No. _______ ReliefRequested _________ Nature of Lawsuit. ________ _ 

____________________________ Status ________________________________________ ___ 

Opposing Party's Name & Address ____________________________ ___ 

Court's Name & Address. ________________________________ _ 

Docket No., ________ Relief Requested, _________ Nature of Lawsuit ________ _ 

_______________ Status _____________________ ___ 

Page 7 [nilials ___ _ 
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Item 15. Bankrupt~lnformatio",--__ _ 

List all state insolvency and federal bankruptcy proceedings involving the corporation .... t..J ~ 
Commencement Date _______ Termination Date ________ Docket No. _______ _ 

If State Court: Court & County __________ If Federal Court: District ___________ _ 

Disposition _____________________________________ _ 

Item 16. Safe Deposit Boxes ~tJt-.--

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: Wben an Item asks for information about assets or liabilities "beld by tbe corporation," include 
ALL such assets and liabilities, located within the United States or elsewbere, held hy the corporation or held by 
otbers for the benefit ofthe 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/ 
State/Both 

Tax Year 

fC.1. $ 
--'-'--

Tax Due Tax Paid Tax Due Tax Paid Preparer's Name 
~ federal State..J...r. State 

(/V\1C'IIaM - s..J4'~ ., . 91 / 
C'(J/'(;~'" P'$ /n4lr$' ___ ..Lh-=t.?'L-.:CJ-=-t:-VJ'i,,--AA=Y.=,t'=V_ 

------------_$------$------$------$,--------------------------

------------$----_$,-----$------$,---------------------------

Item 18. Financial Statements 

Page 8 IniQV 
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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 17 above, provide the following summary financial 
information. 

Gross Revenue 

Expenses 

Net Profit After Taxes 

Payables 

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 $ :tqRW'f Cash Held for the Corporation's Benefit $ W~ 

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

9Ut?'tfM 
Current 
Balance 

I 'Z, '7 $ / !;"OJ
1 7-Ava . ~ 1JYl~ ____________________ -+-'~1ora..o 

C 
----------------------------------------------------$,-------

------------------------------------------------------------_$-----
Item 21. Government Obligations and Publicly Traded Securities ~ 

Page 9 Initials -@..L 
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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 lOb ligation ______________ _ 

No. of Units Owned ____ Current Fair Market Value $ ________ Maturity Date ______ _ 

Issuer ______________ Type of Security lOb ligation ______________ _ 

No. of Units Owned ____ Current Fair Market Value $ ________ Maturity Date ______ _ 

Item 22. Real Estate ~ 
List all real estate, including leaseholds in excess oftive years, held by the corporation. 

Type ofProperty ______________ 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 Pa-=-ym:::e:nt~$:'::==:::__=~=::_ 

Other Loan(s) (describe), ___________________ Current Balance $ _______ _ 

Monthly Payment $-'-______ Rental Unit? _______ Monthly Rent Received $, _____ _ 

Type ofProperty~.,,--, _____________ 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?,r _______ Monthly Rent Received $ _____ _ 

Item 23. Other Assets 

Page IO 

,-0--/ 
I / 

InitiaIU"-__ _ 
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List all other property, by category, with an estimated value 0[$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 

7a-r,,/ 
___ --\;~7--nL.!.--.!-a-=.:fb,~~~p-=.p-,-$,--$.-­

bl-,;,~ , 
------------------~~~.n~~~UV~~i~~--$·-----$·-----Apfo:y ,.Sr, 11" )0 

________________ k~~ _________ $, ____ $ ___ __ 

------------------.-----------------------------$,------$,------

------------------.----------------------------_$------$------

---------------------------_$----_$------

-----------------------------------------------------_$----_$-------

-----------------------------$_--_$-----

Item 24. Trusts and Escrows N~ 
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 
Name & Address 

Description and Location of Assets Present Market 
Value of Assets 

------------------------------------------------_$-----------

--------------------------------------------------$-----------

---------------------------_$--------

--------------------------------------------------------_$-------------

--------------------------------------------------------_$-------------

------------_._-------------$-----------

-------------------------------------------------_$-----------

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

Page 11 Initials L 
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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 corpora~·....,.( , 

Opposing Party's Name & Address, ____________________________ _ 

-Court's Name & Address, _______________________ DocketNo. _____ _ 

Nature ofLawsuit, _________________ Date ______ Amount $ _____ _ 

Opposing Party's Name & Address, ____________________________ _ 

Court's Name & Address, _______________________ DocketNo., _____ _ 

Nature ofLawsuit, _____________ 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 ofLawsuit _____________ Date of Judgment _______ Amount $ ____ _ 

Opposing Party's Name & Address, ____________________________ _ 

Court's Name & Address _______________________ Docket No. _____ _ 

Nature ofLawsuit _____________ Date of Judgment _______ Amount $ ____ _ 

Item 27. Government Orders and Settlements 

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

Name of Agency ___________________ Contact Person ----.-'7'~Y-T--i-' ____ _ 

Page 12 Init~'ijV ' 
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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 5 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. 

NamelPosition Current Fiscal I Year Ago 2 Years Ago ComI!ensation or 
Year-to-Date 

LI't(../~ 
TYlle of Benefits 

..J, f1':-' ~..ru • ...; LMbIt't 4'it;, f),() J~~ $ $-1rp~$ I.l~ 
dKJIr 

• I 

$ $ $ 

-------------$_----_$_--_$_------------------

---------------$-------_$_--_$._-----------------

~~~-~~-~~~$--------$----$------------------------
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. 

Page 13 [nitiaIS~ 
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Name/Position Current Fiscal I Year Ago 2 Years Ago Comllensation or 
Year-to-Date TWe of Benefits 

$ $ $ 

$ $ $ 

$ $ $ 

$ $ $ 

$ $ $ 

$ $ $ 

$ $ $ 

$ $ $ 

lIem 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. & Relationshill Prollerty 
Transferred 

Aggregate 
Value 

Transfer 
Date 

TYlle of Transfer 
(e.g., Loan, Gift) 

---------------------------------------$---------------------------

----------------------------------------$-----------------------------

----------------------------------------$-----------------------------

----------------------------------------$------------------------------

----------------------------------------$------------------------------

Item 32, Documents Attached to the Financial Statement 

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

Item No. Document Descrilltion of Document 
Relates To 

Page 14 Initials _____ __ 
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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. I 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 certif'y under penalty of perjury under the laws of the United States that the foregoing is true and correct. 

Executed on: 

(Da~) .. . 
[ /2S'/oj' 

Si 

Corporatl Position 

Page 15 Initials ___ _ 
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THIS FORM SHOULD NOT BE FILED WITH THE COURT FL 142 -

A TIORNEY OR PARTY WITHOUT AlTORNEY (Name and Addross) TELEPHONE NO (714) 641-3600 
JEFFREY S. BENICE,ESQ. (SBN. 81583) (714) 641-3604 r-A Professional Law Corporation 
650 Town Center Drive, Suite 1300 
Costa Mesa, CA 92626 

ATIORNEYFOR(N,m" JEFFREY S. BENICE. PETITIONER IN PRO PER 

SUPERIOR COURT OF CALIFORNIA, COUNTY OF ORANGE - LAMOREUX mSTICE CENTER 

PETITIONER: JEFFREY S. BEN1CE 

RESPONDENT: STACY EMERALD BENIC£. 

SCHEDULE OF ASSETS AND DEBTS 
CASE NUMElER 

W Petitioner's D Respondent's 070001362 

- INSTRUCTIONS -
List all your known community and separate assets or debts. Include assets even if they are in the possession of another person, 
induding your spouse. If you contend an asset or debt is separate, put P (for Petitioner) or R (for Respondent) in the first column 
(separate property) to indicate to whom you contend it belongs. 

All values should be as of the date of signing Ihe declaration unless you specify a different valuation date with the description. For 
additional space, use a continuation sheet numbered to show which item is being continued. 

CURRENT GROSS AMOUNT OF MONEY 
ITEM SEP. DATE FAIR MARKET OWED OR 
NO. ASSETS DESCRIPTION PROP ACQUIRED VALUE ENCUMBRANCE 

1. REAL ESTATE (Give street addresses and attach copies of $ $ 

deeds with legal descriptions and latest lender's statement.) 

21 Arboretum P 12/07 550,000 525,000 
Irvine, CA 92626 [previously 

lease optioned) , , 
I 
I 

38 Remington 2000 Unknown: 650,0001 

I Aliso Viejo, CA 92626 

2. HOUSEHOLD FURNITURE. FURNISHINGS. APPLIANCES 
(Identify.) 

Sofa; table: flat-screen; miscell. kitchen ware; 2 beds; P 1994-2007 
2 dressers; miscell. art; grand piano: numerous 
lithographs and oil paintings; photographs; books; 
stereo system: and other personal items located at 38 Remington. 

3. JEWELRY. ANTIQUES. ART, COIN COLLECTIONS. etc. 
(Identify.) 

Miscell. watches; photographs; guitars and related items P Throughout 
,grand piano: oil paintings; collectibles from World last 22 yrs. 

Series/etc.; stereo system. 
hmll Approved for Optional Use 

.Iudlclal Counc!1 of Callfomia SCHEDULE OF ASSETS AND DEBTS 
H .142 [Rev_ January 1, ;Z005! (Family Law) 

$1, 100,000+ 

$25,000+ 0 

$25.000 () 

PilgC 1 0/4 

Code of CI'III Procsdure §§ 2030(q :>033 5 
I\WW com/IIlID ca :;ov 
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CURRENT GROSS AMOUNT OF MONEY 
ITEM SEP. DATE FAIR MARKET OWED OR 
NO. ASSETS DESCRIPTION PROP ACQUIRED VALUE ENCUMBRANCE 

$ $ 

4. VEHICLES, BOATS, TRAILERS (Describe and attach copy of 
title document.) 

1004 Porsche Turbo P 2004 75,000 74,500 
1003 H-2 P 1003 25,000 12,500 
Trailer P 2004 2,500 0 
Ducati 999R P 2006 18,500 16,500 
Ducati 748 P 2007 4,500 0 

Kawasaki P 2007 4,50( 4,500 
5. SAVINGS ACCOUNTS (Account name, account number, 

bank, and branch. Attach copy of latest statement.) 

See attached. 
Isabella's savings. P 2006-2007 7,000+ 

6. CHECKING ACCOUNTS (Account name and number, bank, 
and branch. Attach copy of latest statement.) 

Nonelonly business account. P 

7. CREDIT UNION, OTHER DEPOSIT ACCOUNTS (Account 

name and number. bank, and branch. Attach copy of latest 

statement.) 

None. 

B. CASH (Give location.) 

In Petitioner's wallet on 2/20107 P $100 

9. TAX REFUND 

None. 

10. LIFE INSURANCE WITH CASH SURRENDER OR LOAN 
VALUE (Attach copy of declaration page for each policy.) 

None. 

rl-14~ IRev January I, 2005] SCHEDULE OF ASSETS AND DEBTS p,", 2 014 

(Family Law) rt!xl.~NL'XIS!Il\ AlIlfll!lrl1ed ('0Ido/'1/I0Jlllill'/(//1 '1I11IIell FonllS 
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CURRENT GROSS AMOUNT OF MONEY 
ITEM SEP. DATE FAIR MARKET OWED OR 
NO. ASSETS DESCRIPTION PROP ACQUIRED VALUE ENCUMBRANCE 

$ $ 

11. STOCKS, BONDS, SECURED NOTES, MUTUAL FUNDS 
(Give certificate number and attach copy of the certificate or 
copy of latest statement.) 

* See attached 2007 stock summary. P 12,000+ 0 
*See attached One Touch Corp. Stock Certificate. 1112001 Unknown 0 

12. RETIREMENT AND PENSIONS (Attach copy of/atest 
summary plan documents and latest benefit statement.) 

*See attached First Bank P 28,000+ 
*See attached Brobeck, Phleger & Harrison retirement state. P Unknown 

13. PROFIT - SHARING, ANNUITIES, IRAS, DEFERRED 
COMPENSATION (Attach copy of latest statement.) 

*See attached First Bank. P 

14. ACCOUNTS RECEIVABLE AND UNSECURED 
NOTES (Attach copy of each.) 

iNone. 

15. PARTNERSHIPS AND OTHER BUSINESS INTERESTS 
(Attach copy of most current K-1 (ann and Schedule C.) 

* See attached B& W partnership document. P 12/07 Unknown; project in 

Bk. 

16. OTHER ASSETS 

* Photographs for charitable art deduction. p 2006-2007 100,000 0 
* 1997 Harley Davidson Softtail Custom P 1996-1997 15,000+ 0 
*2007 Ducati 748 p 2007 3,500 0 

17. TOTAL ASSETS FROM CONTINUATION SHEET 

$ $ 

I.283,oooi 18. TOTAL ASSETS 1,988,500 

SCHEDULE OF ASSETS AND DEBTS P,oo',,, 
jFamily Law) l.exls,vC.\"I.I'(l11 A/IfIJ/llllfe,' f_',II/trW/I'" .//1,11, '/.tll ','/II/",i /- ,1/"11/.\' 
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ITEM SEP. TOTAL DATE 
NO. DEBTS-SHOW TO WHOM OWED PROP OWING INCURRED 

$ 
19. STUDENT LOANS (Give details.) 
nla nla 

1994-1999: $800,000 disputed. 800.000+ 
20. TAXES (Give details.) 2004: $125,000+ 115.UOO+ 

2005: $150,000+ estimate 150,000+ 
2006: $200,000+ estimate 200,000+ 
2007: $50,000 estimate 50,000 

21. SUPPORT ARREARAGES (Attach copies of orders and statements.) 

Unknown; I dispute any arrearages until Duckworth analysis is complete. 

22. LOANS-UNSECURED (Give bank name and loan number and attach copy of latest 
statement.) 

$39,500 Eugene OnglD. Ha [business loan] X 39,500 2007 
$25,000 Eugene OnglD. Ha [business loan] X 25,000 2007 

23. CREDIT CARDS (Give creditors name and address and the account number. Attach 
copy of latest statement.) 

Visa x 2,200 2007-2008 
Merrill Lynch x 0 0 

24. OTHER DEBTS (Specify.): 

Mortgage, 21 Arboretum, Irvine, CA x 550,000 2007 
See I&E 2122/08 for other debts. [Exh. "A"] Approx. 

25. TOTAL DEBTS FROM CONTINUATION SHEET 

26. TOTAL DEBTS $1,941,700 

27. D (Specify number): ____ pages are attached as continuation sheets. 

I declare under penalty of perjury under the laws of the State of California that the foregoing is true and correct. 

Date: FEBRUARY 22, 2008 

JEFFREY S. BENICE, IN PRO PER 
ITYPE OR PRINT NAME) (SIGNATURE OF DECLARANT) 

Fl-142 [He\{ January 1, 2005] SCHEDULE OF ASSETS AND DEBTS P'g,4014 

(Family Law) Le.YwVIC.l:i.~ltil Atlf(llllaf<!d r 'ol!/{Wl1ltl .Il1lflCIIl{ C. '011111.'1/ hl/'I/J.\' 
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Form 1120 U.S. Corporation Income Tax Return 

r vear 2007 or lax year I .2007. ending 
OM8 No. 

, "m,ma' R'::::S~~ ... G See' ?nrn 

I 
N 
C 
o 
M 
E 

o F 
E a o R 
U L 
C I 
T M 
I I 

a r 
t NT 

5 I 
o 
N 

S S 

~ ~ 
N 
S 
T 
R 
U 
C 
T I 
I 
a 
N 
s 

T 
A 
X 

A 
g 
P 
A 
;;, 
~ 
~ 

Sign 
Here 

Paid 

_'111 

...... ' .. -

1 a Gross receipts or sales 1 _91 Q, 11], b Lessrelurns & allowances .. 1L-_____ ...J1 c Balanca . G~f-","i,,+ c ___ .::o911=· 0 ..... 1.!..ll.!..L7!..:... 
2 Cost of goods sold (Schedule A. line B)... ..... .... ... . . .. .................... 1-=-21-----=-::-:::--==_ 
3 Gross profit. Subtract line 2 from line 1c.. .................... .. ........................ 1-=-31--___ 9,,11-'-"(0'"'-1"'11=-17~. 
4 Dividends (Schedule C. line. 19).. .. . .. . . . .. . . . . .. .. ... .... ............. 1-::-4.1--______ 7= 5.!... 
5 Interest............................. ..... ..................... ... . .. .. .. .. ............... t-5:-t-----..;.·. __ _ 
6 Gross rents. .. . .. . .. . .. . .. .. .. .. .. ... ....... . .. . .. . .. . . .. .. .. .. .... ... .. .................. 1-=-6t--------
7 Gross royalties. . . . . . . . . . . . .. . . .. . . .. .. . . . . . . . . .. . .. ... . .......... " .............. ' 1--'-7t--------
B Capital gain net income (attach Schedule D (Form '120» .......... ............................... 1-:'-'8f--------
9 Net gain or (loss) from Form 4797, Part II, line 17 (attach Form 4797) ................ ............... 1-=-9f--------

10 Other incmne (see instructions attach schedule) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 
11 Total ,; Add lines 3 throuqhl0~· .. .. 910 192 
12 I of officers \~ .. '"UU," E. line 4) .. . .. . .. .. . . .. ......................... /-:',:,+ 2 __ ~".....,,=-
13· ·Salaries andwages.(\ess employmentg:etli!S),... ......... __ . __ .:...... ................... 13 56 783 
14 Repairs and maintenance...... ............ ... .. ............................. c-.... 14---- - "'-'1705 . 
15 Bad debts.. . .. . . .. . . .. . .. .. ........ .... .. .. .. .. .. .. .. ............... f-.;;:.'5+ ___ -"c;:-7V=_ 
16 Rents ................... _ .. . . .. .. . .. . .. .. .. ... .. ......... 1-_=--'6+-___ 7'-;"6;:-<-;, 0;,-1 ~ 7'*,-
17 Taxes and licenses............ ........... ... ... . .................. ("} .... - .. 1-.!.11:7:-t ____ ..;1,..,,'_*: 5;,4,,*',-

~: ~~::~~~i~~~nl;;b~tIO~~:···:::::.::······· :::'::':"':':. ....i; ~'(d,\)Q:::::: f-:-:::-~:-t------'3",'-'" 69=,­

~~ ~:~;:~~a~ion .'~o~ For~~562not Claimed onschedule~:o~~\~wh\)hlt~!.t .... Fo~m 4562):: :: I-'C:-~~+--------

~~ ~~~:~~~n:~fi~~~h~;i~~:~t~:~I~~~'::': :;;.: ·K?::··:··:: -::::.:::::::::::::::: :::::: 1-:'7--Ir--:------­

~~ ~:~~?t~e P~~~::I~~;~~~,~~~ ~~'d~~ ~~.,,;, ~~o~i :.'::::"::::::::::::::::::::::::::: 1-'C:-25+-···-------
26 Other deductions (altach _Ie). .. Y.. .. ....... ..... See. . Statement .. 1 ... ';,.' .~-=-26+ ___ .;;77m; 61~n[)"" 
27 Total deductions. Add lines 12 through 26 ............................... , ...................... lr~2,,!~7,-+ ___ ~ 9L~",",,~,","" 

28 Taxable income befClll! net operating loss deduction and Special deductions. Subtract line 2ifrn line ,'. " ....... " ...... ""';;;,2Brl-__ -'_-"-'=::;B::.:.. 
29 Less: a Net operaling \055 deducliDll (see instructioos) ............. See . .st .2. 29 a 1 ,026 ~ 

b Special· ; (<;cherl,,'. C, line 20). . 29b 53 29c 1 n g. 
30 Taxable income. Subtract line 2ge from line 28 (see instructions). . . . . . .. . ..................... , .... 1--::'30+ ____ ..,.......;.:;:.;;3 .... 
31 Total tax (Schedule J, line 10).. ............ ......... . ............................... ~;~tiir"'·{;:~·",;· 1-_;;:3I1od'I-____ --'="'5.!... 

32 a 2006 overpayment credited to 2007. . 32 a '\~"~:;;,,.G;'i' .. ~_~j .. '''~~;<:c.:.,ci,?;j!ii,t€~ 
: ~~~7re:~!::;~! ::; :.~:e~~ .:: .~~ d B;I~ '32C . " . i .' ~ k,,,) 
e Tax deposited with Form 7004.. .. .. .. . .. ... ..... __ ....... .. . ... 32 e ,:.:~:: 

f ",.m~, (1)::;f,' (2) ;f;~ 32f 32c o. 
33 Estimated tax penalty (see instructions). Check if Form 2220 is attached ............ . ' ... _. G U f--::;.33+ _____ ~""'-
34 Amount owed. If line 32g is smaller than the total of lines 31 and 33, enter amount owed .. .... " .. , ... 1-_-::=-34+ _____ ..:2=66::::..:.. 
35 Overpayment. If line 32g is larger than the lotal of lines 31 and 33, enter amount . " .. " , ..... f--:;:.35+ _______ _ 
16 [nler amounl from line 35 you want: C~edlted to 100B j tax. . G '1 Refunded G 36 
Under ~nles of perysy. I ciedare lIlall have e.xamined lhiS return. incl1ding a~anying schedules and statements. and to the best of my ~~ I ~~Y the IRS .~ist;USS 
and belief, It Is true. COITecl. and complete. Declaration of prepare!" (other than lalpayerlls based on all information 01 which preparer has any I I I.WI~ ~. 
A I A Pres i dent & CEO I r::~'" ,hewn ~~w 

Signature 01 Officer Dale TIlle fXl Yes. ~ ~o 

Preparer's 
51gnawre A Robert H. i lie 1

001

' 

Pre parer's 
Use Only 

H" IJ e .... CPf\ 
A 05 S State Co I leQe Ste 201 

,rea, CA 92821-5"28 

1;~~i:J,,,·~~PllN 
I EIN' ""..----

'----

I Phon, no (714) ~;>9 .. 4711 
BAA For Privacy Act and Paperwork Reduction Act Notice. see separate instructions. CPCA020Sl 12127/07 Form 1120 (2007) 

. 
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Form 1120 (2007) JEFFREY S BEN I CE. A PROFESS I ONAl LAW 33-0906253 Paoe 2 
I SchedLile:AH Cost of Goods Sold (see instructions) .m_ J~Jnventory at beginning of year....... . ........ -,........ . ........ ,,", .. :._ ,:.:,~,,",.,,. ''''~'+''-i1:-t---------__ 

.. 2 ·Purchases .........•....•... -.. ,. ,-, .' .........• -.•••.... -.....•... _ ......• _ ...•.....••.• _ ....••.. 1-;::2 ... 1-= .... ~""'=-"''-_ 

~~~~~~~~~~;;~~~~~·~~·~·~~~~I.~)~~·~·~··~·~·~··~·~·;··~.~.~ .. ~.~.~ .. :.~.~ .. :.: .. ~.~.: .. ~.=.~ .. ~.:.~ .. :.= .. ~.:.= .. ~.:.: .. ~.~ .. ~ .. ~.~.~ .. ~.~ .. ~~.!~~~~~~~~~~~======= 
-,,-,-.-.'-'5.-,.Other-COSlS-(attaGh-SGhe~Ule). . . . . . . . ~"'-'-"_._.'. -=s::.:. 

6 Total: AlIa IineS1lftroughT:· .. : .. -.... :.' ........ ... .. ...... .. . . .......•... F':6~-~'~-::::::::~"~"~' .. ~ .... ::. "':~== ___ __ 
~_=~-Inventory alen::q.!!!.i~,~!~~.: ................................. """""" ' __ :".~',~_,:,,:_~-=_ ... -.......••.. ,.-. :"~::"~'7 

a Cost of goods sold. Subtract line 7 from line 6. Enter here and on page 1, line 2.... .. . ........ L.."S-'-________ _ 

~ 

9a Check all methods used for valuing clOSing Inventory: 

2 

3 , 
5 

6 

7 

S 
9 

10 

11 
12 
13 
14 
15 
16 
17 

2 

(ii) Lower of cost or market 
(i) §cost . 

(iii) Other (Specify method used and attach explanation.), ...... G ____________________________________ _ 

b Check if there was a wntedown of subnormal goods.... .' ...•. ' ... ' , .. _ ... - ... - _ .....•.•......•.......... G 8 
c Check If [he liFO inventory method was adopted this tax year for any goods (if checked, attach Form 970~. •. . . . . •. . . .. • .... G 

d ~0~~~,1:~ ~~~~~~7ome'h~dwas. used. far 'hiS.ta.~ year: e.n'erpe~~~~~ge .(ora~aun~) of clOSing. i.nvent~~ ... 1L..9~d"IL..""'''''' __ '''''''''' __ 
e If property is produced or acquIred for resale, do the rules of section 263A apply to the corporation? ....••••• '.' '. • .. ... 0 Yes 0 No 

crist. or valuations between opening and 

(b) Percentage 

Dividends from less,~than~20%~owned domestic corporations (other 
than debr:fh,a-ficed stock). -.-:-':' .. : .-.--:.': : ..... -'. -:-.-. -:.: ,-:-, '~': .:-.... _. -:.-.:-.- .-.. I-_____ --'-"-+ ___ ..:..: ..... __ -I_._.~-._-_-_. __ _'~.:.. 
Dividends from 20%-or-more~Owned domestic corporations (other 
than debt~financed stock) ......... - ........... , ....... , ....•. , ... 1--------+---:::::::--7.=::-:::--1---------
Dividends on debt·financed stock of domestic and foreign corporations, ........... I--------+:::-'T'i-.,;:;.;=.!:!...!..-I--~------
Dividends- on certain preferred slDck of less·than·21l%-owned public utilities .....•.• 1-------:;....,,-!l---'lI,...:"'lI-T.;;------I---------
Dividends on certain 'preferred stock or 21l%--or·more-owned public utilities ......... 1----::;hr"r",,;:lt'''iI'-''''''.,;;~---I---------
Dividends from !ess-lhan-20%-owned foreign corporations and tenain FSCs. ...... , .J-.:"'!.t-4;:#--""'1'---~~---+_----~---
Dividends from 2O%--or .ffiOfe-owned foreign mrporation5 and certain FSCs .••••• 

Dividends rrom wholly OW'ned foreign subsidiaries ..... ~'.' ~r~ .~. \t--------t--.....:i~!i'iili!&¢======Jl:[: 
Total. Add lines 1 through B. See Instruct. ions fO.&J"jlt~.~. _: .' ...... '. 

. Dividends from domestic corporations receiV1!dby a sm:ralb~j~~ 
c~~any operating under the Small Business Inves~nt t 19 .............. I---------t-'---.;.;:~--_II_--------
DIVidends from affiliated group members.'; .. .- .................... I-_______ + ___ .;.;:~--_II_--------
Dividends from certain FSCs.. .. .. . . . . .................... 1-_______ -+,.",'" 
Dividends fran focelgn ax-poraUoos not Included on lines 3, 6, 7. 8, 11. or 1Z ..•....• 1-_______ -1 
InctH1H! ~om t1lIIImlled forelgl COI]lOI'OIions under ,ubpan f ( .... ch form(,) 5471) .... I-______ -:I~ 
Foreign dividend gross-up ...... - ................................ 1---------1:,'"' 
le·DlSC and former DlSC dividends ntt included on lines 1. Z. or 3 •..... , ..•..... f---------Hi 

ci::i!I~~~:~~~ '~id ~ ~~'~~;~ed' ~I~k of ~~~Ii'c'~i1i'li'~: ~ : : : : : : : ,.~._~, :~22E;;;Lz::~Eji~~ 
Total dividends. Add lines 1 lhrDl9117. Enler here and on page 1. line .t ........ '"'-: ____ -:--;:--'::?'::;.Lc..cc:::'O: 

I 18. Enter 

1) are 5500.000 or more. 

of officers claimed on Schedule A and elsewhere on return ... 
............ -. 1-------

line 12 

CPCA0212L 12n7/07 
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• .. 
'Porm1120(2007) JEFFREY S BENICE. A PROFESSIONAL LAW PaQe 3 

I StheduleU.;;·1 Tax Computation (see instructions) 
"l ~'Check-if-the--corporation-is-a-member~or-a-Gontrolled-group--t:attach..Scbedule.D....(Eo(mJJ.20}L G I __ I,. [~~'b" ___________ .. _____ ._ .. 
2 Income tax. Check if a qualified personal service corporation -" ;~?:~:2 

(seeJristructions) ............ :. ... . . . . . . . .. . . .. .. ....................... . ... , ... G ~ 2 I 266. 

3~ternl!pve nllnTrfuInflajfIana1:n-ForlTl'1.!326) .................. , .. '" .... . .......................... '." •. , ..... -. '. ::::3=: 
4 Add lines 2 and·3. ,·:C·:.: :.': ..... : .. " .,. .. .• .......... ~._ .. ~ ................. ""'''' ............ _. 4:-. 266.' 

5_?! Forei~fn tax 'creoit J~_~la_ch Form 11 fa.) .-.-.-.. -.-.-. -~ .... ~ .. '- ...................... ---5-a ~'':;:'' 
b Credits from Forms 5735 and 8834. . . . . ....... :-~-:'-. . . . . . . . . ....... --S-5 - ~~~g 
c General business credit. Check applicable box(es); 8 Form 3800 8 Form 5884 ...... W;./,\ -~i~:;::t o Form 6478 DForm 8835. Section 8 Form 8844 Form 8846 ...... 1-,,5.::CI-_______ -l~,:.?'.: 
d Credit for prior year minimum tax (attach Form 8827) ................... ,..... 5d ~~fi 

e Bond credits-from: 0 Form 8860 0 Form 8912 .. .... . .......... , ... '-::.5::.e'-_______ -l:,~i:::.[,:": 
6 Total credits. Add lines 5a through Sa. . ............... , ................ , ......... ,.,.... . ........... 1-:::6-+ ______ ==-_ 
7 Subtract line 6 from line 4.... ........ .... . .... . .... .... ................. .. ................ 1-:-7+ _____ -'2::.6=6.:... 

B Personal holding company lax (attach Schedule PH (form '120)) ......................................... 1-,,8+ _______ _ 

9 Othei'"taxes: - 8 Form 4255 8 Form 8611 8 Form 8697 ~~5;j 
Check if from: Form 8866 Form 8902 Other {att schedule) ... , •.. , ... , ..... ".", ........ -: '-9" 

10 Total tax. Add lines 7 throuoh 9, Enter here and on paoe 1, line 31 ..... , ......... , ... , .. , ... , ............. 1-'-=0-+------:::2"6"6:-.-

IScheduleK-TI Other Information (see instructions) 

At the end of the tax vear, did the corporation own, 
directly or indirectly. 50% or more of the voting stock 
of a domestic corporation? (For rules of attribution, . 
see section 267{c).). ,.. . ... . .... . ... , , .... x 
If 'Yes,' attach a schedule Showing: (a) name 
and employer identification number (EIN). (b) 
percentage owned, and (c) taxable income or .~ .. 
(loss) before NOL and special deduction of such A:. . 
corporation f(lr.JlJ~lEl1t year ending with or within ~~' ~ IK 
your tax year, . . .r... ~....~ 1 

.:I Is the corporation a subsidiary In an affil"[~"rijU ~ .,~ 
or a parenl~subsidiary controned group? '\'~-,.?-..... , X 
If 'Yes,' enter name and EIN of the parenM:orporation I ' 

Ves No 
7 At 's-nYlime-during the tax year, did one-foreign person IJ[ ~u.,~ 

own. oirectly or indirectly, at least 25% of (a) the total . :-.:::)1 
vOII~nl,gJ'al werlof all(cb')alshses

l 
0
1 

f,stoe, k orr the II cal rporatlOr" ;:..::.: .•.. ,:.~.~,; 
. __ enlJ e: 0_V9 ~.or..~ ..... ? .. Q._a va ue o .. a ,c"a~ses a , :X" 

stock or the corporation? .... ' .. : ...... -:.-.:-.:-. :.- ,':----: :: .... . 
If 'Yes.' enter: (a) Percentage owned ......•. G _..:. ____ I:; ~:::: ;~?'; 

c ~~: ~~r~~~t~~'~ ~oa~~;v~ to Q~~ Fa-;;; 5472.- - - - - - - - I~·;.: ;~~ 
Information Returfn or a~2~%!f. __ eJ9n-OEwned u.? 1',/;: -.:,:-,.' .. :1 
corporation. or a . praig. C!QrB.o tlon ngaged In 
a u.s. Traie llr-..ails,l[iii ;jnt .... number of ";-1 
Forl"""S471. a\a~.;;v ................... G _ _ _ _ _ _ _ ,.. '~'i! 

~ Ch~k:flis}lOX 1 _ he corpD!"ation issued publicly offered :'·:Y.,~~ ~~';\i 
" debt"'mlruments with original issue discount. ...... G 0 .::-,~. ;,,:.':iJ 

1 ~1~~:~~~~~~~~~~FaM~~II~?o7t.~:JaO~:;i~~~:u2e8'. ~j i~ 
9 Enter the amount of tax~exempt interest received or :t!'if:' ~t.~ 

accrued during the lax year. .... G $ None tI~:: ·t:~? 
10 Enter the number of shareholders at lhe end oftl-J-e ia;Z-y;a;. -~ .~~ G _________________________ !:~, ~', 

5 Atiheendo(thetaxYear:-dTd-anylndiV!duai.-part-:--- /~i: 11 
nership. corporation, estate or trust own. directly or . ", ;:;,'; 

(1f'00 or fewer) ................................ G :1 ,~"c,:,;> 
If the corporation has an NOL for the lax year and Is eiec~ ~~~. ~.:~~, 
to forego the carryback period. check here ••... , ... G U ~if'r ::: .. ; ... " indirectly. 50% or more of the corporation's voting i,~:::\ =..: 

stock? (For rules of attribution. see section 267(c).) .. , . j-'",Xct--::i 
If 'Yes.' attaeh a schedule showing name and ~'.;.' 

identifying number. (Do not include any information ..... ' ") 
alreacfy entered in 4 above,) ',1'.', 12 
Enler % owned G 100. %, ,. 

SeeStateinent 3 ··.···1: 
6 During this tax year. did the corporation pay dividends _' c, 13 

(other than stock dividends and distributions in 
exchange for stock) in excess of the corporation's ,f '.-

current and accumulated earnings and profits? (See -'-. ~X' :.. 
sections 301 and 316.). ...... . ....... . 

If 'Yes,' file Form 5452. Corporate Report of ..... '-.'::', 
Nondividend Distributions. !', :,,:~, 
If this is a consolidated return, answer here for the ",'.'>.,~' 
parent corporation and on Form 851, Affiliations 
Schedule. for each subsidiarv. 

;~~ l.;~';;: 
If the corporali,?n Is filing a consolidate~ return. the . .':1t ,!,:}~ 
statement reqUired by Regulations section 1. '502~2' (b)(3) ;';"." .~~~:j 
must be attached or the election will not be valid. ',,;:T,~' ~:~j 
Enter the available NOL carryover from prior tax years .>'. ,~~:;i~ 
(Do not reduce it by any deduction on line. 29a.) . _\.: .~ .'''.' 
G $ ______ .1'-Q.?§;.._.:. ___________ __ ,'; 
Are the corporation's total receipts (line 1a piUS lines 4 : ," i :, ;'.-i 
through 10 on page 1) for the tax year and. ItS total assets .. ,'," 
at the end of the tax year less than 5250.0OO? .......... '.. X 
If 'Yes.' the corporation is not required to complete ~'-.;'~.' I:'.~ 
Schedules L, M-l. and M-2 on page 4. Instead. enter the ' .. ,: 
total amount of cash distributions and the book value of 
propeny distributions (other than cash) made during the '";:". :;;:~; 
taK year. G $ _________________ • ____ ._I'-'-"'-~c 

BAA form 1120 (2007) 

CPCAOZl4l 07/09107 
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--~eHEDUl;-En . . --Capital-Gains and Losses~- . . .. _- .. - --

OMB No. 15.5..0123 - - - --
fForm 11201 ""., ""n, "n." ". .E._1.1'O_FSC. 1120·H. 1120-fC-D1SC. 1120-L 

Depanment of the Treasury 
1120-PC,1120·POL, ", «u'"""" ,«~~r,orcenain FormsQ90:J •.. - LUUI 

Intetnal Revenue Service .. . . G See "," 

. (;UKt:'UIVI.I., "'" iiiiii 
. Hplrl In" V""r nr less 

fm~:i ~~~~W'" 
ffl 

I ,-;" "''''''-''l Co, fmo':'1~';."J 5:'., j, '" c""o/~ f~::;: r.iW"~;d)J 
1 ALL I ANZ RCN (;1 ORAl. 4/09/0~ 5/31/0~ ,000 -50 

AMEDISYS 1 1/171 311 /O~ 339. 110 
:ARII./IRE Ie 171 II' /o~ ,967 . -1 ,03~ 
IIr.f IA I il 1/, ;IO~ 4,1: .. ,00- -, 
TAf ~~N-~ ,I II 11 )1 I/O~ 3,3: ,903, 

II II 1/ 10~ 1,6' ,193, ". 

- .. __ . 

2 Shon·term capital gain from installment sales from Form 6252. line 26 or 37 .. .................... ......... _2 

I 
3 Short·term gain or (loss) from like· kind exchanges from Form 8824 . ......... ............ - . " . . . . . . . . . . . . . :...3 

.. 
I . --.--~ 

4 Unused capital loss carryover (attach computation) . ........ ....... .......... .... ... .... -- . ...... -...... 4 

. ---+-- --. _._- . ... - --- -- - - - - - .._ . - _. - '::1,939. 5 Net short-term capital gain or (loss). Combine lines 1 through 4. .......... . . . . . . . . . . . . . . . . ... ............. s 
I Part II 1 Lana-Term Capital Gains and Losses Assets Held More Than One Year 

6 ,'" n 
-j"\ 'U 

.4 i3.:-} ~# 

."" \"\ ! "'.iI 
~-\ Y 

-'" .'\. ',1;'" ~ 

- -""~ i",,- ;i""~ .. 

7 Enler gain from Form 4797, line 7 or 9., Y. ,J., ... , ........ ................ - ............... -........ 7 

8 long·term capital gain from Installment sales from Form 6252. line 26 or 37. ....... ........................ B 

9 Long-term gain or (loss) ,from !Ike-kind exchanges from Form 8824 ......... .......... _.-.- ... , ............ 9 

10 Capital gain distributions (see Instructions) ........... , . , .............. ... .......... ........ , ......... 10 712. 

11 Net long·term capital gain or (loss). Combine lines 6 through 10. ....... ... . . . . . . . . . ... ................. 11 712, 
-- ._------- --

1 Part 111-1 Summary of Parts 1 and II 

12 Enler excess of net short-term capital gain (line S) over net long~term capital loss (line 11) . ... . . . . . . . . . . . . . . 12 

13 ~:~i~~~~~ ~ft~n~ ~)~~~~ ~~~~~. ~~ .n.e.t.I~.n?-.t~~~. ~~~~t.a.I.~~i.n. ~I.i~~. ~ ~~ ~~.e.r. ~~~ ~~.o.~ •. t~~~ ..... .. .. .. ......... 13 

14 Add lines 12 and 13. Enter here and on Form 1120. page 1. line 8. or the proper line on other returns . ........ 14 0, 

Note. If losses e)(ceed gains. see Capita/losses in the instructions. 

BAA For Paperwork Reduction Act Notice, see the Instructions for Form 1120. Schedule P (Form 1120) 2007 

CPCAQ301L 06I2af07 
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• .. 
2007 FederaLStatements page 1 

Bank Charges ....... . 
Copi es ................ . 
Court rees............... . ...... .. 
DeI-titer), and F re i ght .... .. 
Dues ana Subscr i pt ions... .. ........ 
Expert witness fees. 
Fee rerunds ............ . 
Insurance ..................... . 
Internet .................... . 
Lega I and Profess i ona I .......... . 
Mea I sand Enterta i nment ....... .. 
Postage ................................ . 
Sett I ements ................ .. 
SuppJ ies .... , ............... .. 
Telephone ..................... . 
TraveL ................. . 

Statement 2 
Form 1120, Line 29a 
Net Operating Loss Deduction 

f' 

Carryover Generated From Year~nd , .. 1 ??1 "5 

Avallabl~-fer- CarT!OVer :'\.4~~,. ....... . 
Tota I Net Ope rat i ng Loss i.~·c ion .. ~~ .--. 

Statement 3 
Form 1120, Schedule K, Line 5 
50% or More Owners 

Name 
10 Number 
Percentage Owned 

... .......... $ 10,659. 
11,447. 
5,407. 

• -•• ~; •.. --;-;.f-; .. 

$ 

22,533. 
2,664. 
3,069. 

798. 
5,529., 

13,624, . 
650,235'1 

1,765. 
13,767. 
12,636, . 
4,295. 

... -.'~-.. -' 7,829 . 
. ...... ".~ r-' ---n!'i2r'-i'2~87i3:,-' 
.. Total . =$===7 6=.;8;;,l,,,,5,,,,4,,,0=. 

1,026. 

1.026. 

.. .. .. .... <$--"',7'10""26"'. 
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• • 
TAXABLE YEAR California Corporation 

Franchise or Income Tax Return 
FORM· 

2007 100 

A PROFESSIONAL LAW 

Questions 2 If ·Yes·. indicate: 

A FINAL RETURN?. @DDissolved OSUrrendered {withdrawn~. o Merged/Reorganized D,lRe Section 338 sale 0 aSub election 

wholly within CA (R&TC 25101.15) 

wi~n and outside of CA 

B 

Enter dale ............. , ..... " @ 

3 -Is there a change In the members listed. in Schedule R-7 

from the prior year? ... ". : ..•......... ". caD Yes 0 N~ 
4 Enter the number of members OnckJdlnQ _ ... 

S 
T 
A 
T 
E 

A 
o 
J 
U 
S 
T 
M 
E 
N 
T 
5 

C I 
A N 

C 
N 0 
E M 
T E 

T 
A 
X 
E 
5 

P 
A 
Y 
M 
E 
N 
T 
S 

Is income included in a combined report of a 0 IV1 
unitary group? ......................... @ Yes ~ No 

key torp<lfaUoo) listed in the Sd1edU1e A·7, part 1, . 
subject to mcome or franchise tal .•. :. : ...... @-------l 

1 Net income {loss) before state adjustments. See Instructions. . . . . . . . . . . . . . . . . ......• " r.::--:-,f-----"'-'-"'=-'-
2 Amount deducted for foreign or domestic tax based on income or profits from Schedule A ....... ,. r.::-,~r---------

. 3 Amourii deducted"fo(tax 'under"the provisions 'ofthe Corporation Tax ,Law from Schedule A .•• ,. '~="-7+'-'-'-==-"-=~~ 
4 Interest on government obligations . . . ............................................ , " r.:~:-1r---------
5 Net California capital gain from Schedule D. line 11 ........................... . 

6 Depreciation and amDl1izaUon in excess of amount allowed under California law. Attach form FTB 3885 .. , ... " . 

7 Net income from corporations not included in federal consolidated return. See i."~tll.!lf~r?r" 
8 Other additions, Anach schedule(s) ....... . 

9 Total. Add line 1 through line 8 ............................. '{'1i-:±-:-"\io"'"'"''''-'''-'-'-'-';.:..;';'';'''-'-
10 Intercompany dividend deduction. Attach Schedule .~Jl~ .... "',;;f:;f!':'-I-----...,---
11 Dividends received deduction .......•... .:;, .. ~ .. '\ ...... ~-::'-I _______ _ 
12 Additional depreciation alkrNed under CA I~w. Altactnil~;S. ." 

~! ~:~:~:.~~~:.o~ f~~ral For~t)'e ... '"::: :::::.: : ... , ... 1-'::...:.:'-+--------
15 EZ.lAMBRA. or ITA business expense ~ EZ net interest deduction ...... , ..... 1-:':'""'-1--------
16 Other deductions. A1tDd1sthedule{s) .... , .............•.•••....•....... 1.;;;.-"'-'-______ _ 

17 Total. Add line 10 through line 16 ... , .......................... . 
18 I I 

19 
20 

21 

22 Disaster loss carryover deduction. See instructions .......... . 

23 line 

24 Tax. 8.84 % x 
25 Credit name -'-....... _______ code no. 

26 Credit name code no. 
amount .. ~!-"''-f-------';'" 
amount. . f':o='-f--------

27 To claim more than two credits. see instructions ................. L.::-=.:......l'-_______ +: 
28 Add line 25 through line 27. . . ........... . 
29 Balance. Subtract line 28 from Hne 24 (not less than minimum franchise tax. if applicable). 

30 Alternative minimum tax. Attach Schedule P (100). See instructions ...... . 

......... " .' L.::....:!::...L.-----f':O'':': 

CACA0112L 12/30101 051 3601074 Form 100 C1 2007 Side 1 
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- .. 
JEFFREY S BENICE, A PROFESSIONAL LAW C2225668 . 

37 Franchise or income tax due. . _._. _._ ~ _ 
If line 31 is moce than line 36. sUblrac(line 36 from line 31. Go 10 line 40. . ... . .... f.,?~' ..::3.:..7-+-______ 0"-.!.... 

~-- n -_.- '.' - 38 Overpayment. If line 36 is more than line 31. subtract line 31 ,from line 36. . . . .......... '. ..~.~. ~~';~'~'~';'" '~'c~?~' ~3~Btt==~~====;~~~_~ __ 
A 39 Ariiouhf ofline~Bto~be credltedio 2008 estimated tax:-. :-::-. -... -.- ...... ,-...... ' ..... :-.... .. ... .. .. as-- - .-

~ ~ 40 Use Tax. See instructions ....... , .... ............... . ..... ~.~. __ .. ;.~. __ .. ;.~.~.~.~ .. ~.~?~.~4~Od~~~~~~~:;; 
- ---."-.~- '~--- ~.4l--Rerund.-lrUi{nIinfonffieJ9-ai1d lirnf4lris-lesnhan-line-38;'then-subtract-the-resull-frnm line'38;;-:':--=-.. .. ... . . .. 7--4-1 

~ T See instructions to have the refund dire,!:.!.!.:l deposited .............. a Routing number .. r~@,=-4::.1!.!.,+-__________ _ 

o b Type: Checking @ 0 Savings @ U c Account numbeL . . . . . . . . . . . . . . .. . .. I @ 41 c 
~ ~ 42 a Penalties and interest. , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . .L.'::. '-. ::' .. "."h?"'. -4-2-• ..---------

b @O Check if estimate penally computed using Exception 8 or C. See Instructions 
43 Total amount due. Add line 37. line 39. line 40. and line 42a. Then. subtract line 38 from the resull ... 43 0. 

Schedule Q QuestiDns (conlinued (rom Side 1) 

C. If the corporation filed on water's-edge basis pursuant to R& TC 
Sections 25110 and 25113 in previous years. enter the date 
water's-edge election ended. @ 

D Was the corporation's income included in a --------l 
consolidated federal return? . . . . . . . . . . . . . . . . . @ 0 Yes [g] No 

If 1 or 3 is 'Yes,' enter the country of the ultimate parent 

@~~~~~~------~~--~--~--­
If 1. 2 or 3 is 'Yes: furnish a statement of ownerShip indicating 
pertinent names, addresses, and percentages of stock owned-. If 

·the owner{s} is an individual. provide the SSN/ITIN St 1 
E Principal' business activity code. 

(Do not leave blank) .. 
Business activity 

@===----l 
L Has the corporalion included a Reportable Transaction 

or listed Transactian within this return? 
(See InstruClions for definitiOns.) .................... @ 0 Yes (!) No 
If yes, complete and attach Federal Form 8BB6 for 

Product or service -=""~~:;-;:~;;';;;== ________ -j 
Date incorporated: M Is this corporation apportioning income to 
Where: @State CA California using Schedule R? ................. @ 0 Yes tR1 No 

F each transaction. 

G Date business began in California or N How many affiliates in the combined report are claiming immunity 
derived from California sources. from laxation in California under Public law 86-272? ......... - .. @ 

H' First return? ;:-. ;-.. --; . .-: . . . ==';'-"''-'-~T'''-l 0 G~rporation headq~af!:_ers are~ @(l)I!1WithinCalifomia---

If 'Yes' and this corporation Is a successor to a Dre,viciUslv (2) Doulside of California, within the U.S. (3) 0 Outside of the U.S .. 

J 

business. check the appropriate box. P Location of principal accounting records: 
@(1) Bsole proprietorship (2) B partnership (3) 0 joint venture AS ABOVE ."." 

(4) corporatlDn (5) Dther -'"'''-'=='''--_--;;-::~:-_:-,'',~;:,.,,...-------------
(aUach slatementshowing name. address, and FE1N/SSN/ITIN of previous business) -,---,.-.....,.,.-,T· "'.~.-i ... f-'@il,:j ... - -;i)AlF(1~---""D-r----..,U"""---
Doing business as' name: See Q ACCQU~!}~g·r'tit;$T '-7(1 "~Cash (2) Accrual (3) Other 
instrUCtions@ _______________ -j;R Does:ihiS Sfrpor~tnJ1 or~any of Its subsidiaries have a 

1 For this taxable year, was there a change in control or 
majority ownership for this corporation or any of ilS~at~P!Jlial[~rn~'§'?tii] sufisidraries that owned or leased real property in l.< .. 

2 For this taxable year, did this cDnlOr.lion 
subsidiaries acquire control or owrJershiip oli\ui,# 
olher legal entity that owned or 
in California? ...... _ ................... . 

3 If this corporation or a"1 of its subsidiaries owned or leased 
real propeny in Califorma, has more than 50% of the voting 
stock of any one of them cumulatively transferred In one or 
more lransaClioos since March 1, 1975. which was not 
reported 00 a previous year's lax return •.............. 

(Penalties may apply • see instructions.) 

@D Yes fRl ND 

oet'j'I I,~'rtompnny SlaCk Account (DlSA)7 ............. D Ves IRl ND 

If ~enter the Iolal balance of all DlSAs .. $ :-----::;:-r--r-,---=-r­
Islhls corporation or any of its subsidiaries a RIC? •.•.... ~ 0 Yes [RJ No 

Is this corporation treated as a REMIC for . 
California purposes? ............•.. ~ '_ .. A .-'-•••• @·Bves 

Is this cm-poratlon a REIT for California purposes? ........ @ Yes 

Is this corporation an llC or limited pannership electing to 

IRl ND . 
IRlND 

be tilled as a corporation for federal purposes? .......... ,@ B Ves 
W Is this corporation to be Ireated as a credit union? •...... @ Yes 

IRlND 

fRlND 
X Is the corporation under audit by the IRS or 

has it been audited by the IRS In a prior year? : @ 0 Yes [!] No 

V Have all required information returns 

K At ?lOY time during the taxable year, was more than 50% of the 
voting stock: 

(,.g. fed .. ,1 Forms 11l'J9. 5471. 5412. 8300. BB65, 
etc.) been filed with the Franchise Tax Board? . .. IKl N/A 0 Yes D No 

Z Does the taxpayer (or any co~tiDn of 
1 Of the corporation owned by any single interest? . . . @ {R] Yes 0 No 
2 Of another corporation 

owned by this corporation? ...... . @D Yes fRl ND 
3 or this and one or more other corporations owned OT 

controlled, direclly or indirectly, by the same interests? @ 0 Yes IRI No 

Sign 
Here 

I . preparer 1 

the lalp'ayer's combined ~OlIp. if applicable) own 80% or 0 Iv1 
more of the stock of an insurance company'?.. ... ...... . . Xes L!J No 

AA Did this corporation file the federal 
Schedule M·3 (Form 1120)7. ...... . .. . @ 0 Ves fRl ND 

I . 

Side 2 Form 100 C1 2007 CACA01 1 2l 12/30/07 051 3602074 For Privacy Notice. get rorm FTB 1131. 
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~ 

.. • 
JEFFREY S BENLCE A PROFESSIONAL LAW , C2225668 
Schedule A Taxes Deducted. Use additional sheet(s} if necessarv.-

(al . .. (bl 
.... 

(c) (d) 
Nature of tax Taxing authority Total amount Nondeductible amount 

Licenses and Permits 1 549. O • 
. 

Total. Enter total of column Ie) on Schedule F. line 17. and amounts in column (d) on Side 1. line 2 or line 3. ......... 1 549. 

Schedule F 
, a Gross receipts or gross sales. 

b Less returns and allowance. cBalance ......... . 910,117. 
2 Cost of goods SOld. Attach federal Schedule A (California Schedule V) ........... . 

:3 "Gross profit. Subtract line 2 from line le ..................... -, .............. -... :--.".-.. ""-., .. " J...;.;:,..j!----..:;.;:..::CL."-=":-'-
4 Total dividends. Attach federal Schedule C, California·Schedule H (100) .... . 

I 
N 
C 
o 
M 
E 

Sa Interest on obligations of the United States and U.S. ' instrumentalities ... . 

b Other interest. Attach schedule. . . ...................................... . 

6 Gross rents. . . . . . . . . . . . . . . . ....................................... ~ ..... . -_._-._. 
···7--Gross.royalties.............. . ;',-............................ ~~.", ...... '-'-'-'.. =.! .:..!... •.•••••••••••• ' •.• :J-':--I--'--------

B Capital gain net income. Attach federal Schedule 0 (California Schedule 0) .... ' .. 

9 Ordinary gain (loss), Attach federal Form 479} (California Schedule 0-1). ..... , ............••. 

10 Other income (loss). Attach schedule .................... ' ..... . 

12 Compen.satlon of officers. Attach federal Schedule' E or 
equivalent schedule.. .. ....... . ....................... :~...!!'-I-----::c::--==,.... 

13 Salaries and wages (not deducled elsewhere} 

14 Repairs .............. . 

15 Bad debts. , .......... . 

16 Rents .................. 

17 -·Taxes .(Cal.ifarnla Schedule A) .. 
0 18· Interest. Attach schedule. E 
0 19 Contributions, Attach schedule ... u 

. ............ ~=::;:::z~ 
.::::::: :::: ........ ~ ... ~ ~~~ 

C 
T 20 Depreciation. Attach federal 
I Form 4562 and FTB 38B5. 0 

N 
s 21 Less depreciation claimed 

elsewhere on retum ......... 

22 Depletion. Attach schedule ...... 

23 Advertising, .. , .. .-, ...... 

24 Pension. profi1-sharlng, plans. etc ..... , ....... , .............. . 

25 Employee benefit plans. , ..... . 

26a Total travel and entenainment ..... . 3,529. 
b Deductible amounts, , . . . . . . . . . . . . . . . . . . . . . . .. . . . . .. :J.-==-"l-----::-:-::-r-:;.::.~ 

27 Other deductions. Attach schedule ...... Statement .. 2 .... : 

28 Specific deduction for 23701r or 23701t organizations. 
See Instructions......... . .......................... -L.;.:,'-' _________ I"-

29 - ,Total deductions. Add line 12 through line 28 .................. . 

30 before state adjustments. Subtract line 29 from line 11. Enter here and on 
1 .. , ....... . . . ..... . . 1 838. 

Sched Ie J Add 0 T u . n axes and Recapture a Tax c red ts. 5 ee nstrucUons. 

1 LIFO recapture due to 5 corporation election. IRe Sec. 1363{d) dererral: $ @ 1 

2 Interest computed under the look-back method f9T completed long-term contracts (Attach form FTB 3834). @ 2 

3 Interest on tax attributable to installment: a Sales of certain timeshares and residential lots. ...... ...... @ 3. 
b Method ror nondeal~r installment obligations ... -.. ...... .. . . @ 3b 

4 IRC Section 197(f)(9)(B)(iQ election ....... .... ... .... ..... .... ......... ...... .. .. .... ... . .. . . @ 4 

5 Credit recapture .name: ... . .. . ...... @ 5 
6 Combine line 1 through line 5. revise Side 1. line 37 or line 38. whichever applies. by this amount. 

Write 'Schedule J' to the left of line 37 or line 38 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . ............ @ 6 

CACA01J4L 12105/07 051 3603074 Form 100 C1 2007 Side 3 
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• 
TAXABLE YEAR Net Operating Loss (NOL) (amputation and NOL 

and Disaster Loss Limitations Corporations 

CALIFORNIA FORM 

--2007 
tax return Form 1 DOW Of Form 

JEFFREY S BENICE, ~ PROFESSIONAL LAW 
CORPORATION 

During the year the corporation incurred the NOL the COrporolioo was a{n): C Corporation Corporation o Exempt. Organization D Limited Liability Company (ejecting to be taxed as a corporation) 

If the corporation previously filed California tax returns under another corporate name. enter the corporation 

corporation number: 

3805Q 

If the corporation is included in a combined report of a unitary group, see instructions, General Information C. Combined Reporting. 
Part I Current year NOL If you do not have a current year-NOL;--go to Part II. 

1 Net toss from Form 100, line 19; Form 100W. line 19; Form 1005. line 16; or Form 109. line 2. 
Enter as a positive number. . . . . . ......... . 

2 2007 disaster loss from line 1. Enter as a positive number. .... . 

3 Subtract line 2 from line 1. If zero or less. enter -0- and see instructions ..... 

4a Enter the amount of the loss incurred by a new business Included in line 1... 4a ________ _ 

b Enter the amount of the loss incurred by an eligible small business included in line 3 .•.•. 4b ____________ __ 

2 

3 

c Add line 4a and line 4b. . . . . . . . . . . .................... . .4C _______ _ 

5 General NOlo Subtract line 4c from line 3 ......................... .. 

1 

Prior Year NOls 

la) (b) (c) Id) Ie) 
Year Code - See' T~~~' Initial Loss Carryover 

of loss inslrs lor Part from 2006 11. col (b) See below 

2 2005 GEN 226. ,......-2'. 
i.:A<" 

-~ 

_.-.,,> ~. ) ""':' ~ .: '-

'\J\ ... 

Current Year NOLs 

3 2007 DIS 

4 2007 

2007 

2007 

2007 

10 
.Am.o~nt ?\f\ 

~''li2\p _ .~ ~ 

\\ 1 ... ." --
_.J 226. 

5 

(g) 
Available.balance 

(j\:) !~t~; W~ 
1 612. 

~---.-+--

----- -

Type of NOL: General (GEN). New Business INS). Eligible Small Susiness IESB). Tille 11 (T11). or Disaster (DIS). 

Part III 2007 NOL deduction 

Total the amounts in Part II. line 2. column (0 . 

2 Enter the total amount from line 1 that represents disaster loss carryover deduction here and on Form 100. 
line 22; Form lOOW. line'22: or Form 1005. line 20. Form 109 filers enter -0-... . ........ . 2 

3 Subtract line 2 from line 1. Enter the result here and on Form 100. line 20; Form 100W. line 20: Form 100S. 
line 18: or Form 109. line 4. . ....... . 3 

CACAJJ01l 12117/07 051 7521074 

(h) 
Carryover to 2008 

col (e) • col (0 

. o. 

col (d) • col (0 

226. 

o. 

226. 

FTS 3B050 2007 
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• .. 
AMT Computation 

TAXABLE YEAR 2007 ~etDper.atingLQ.ssiNOL)Cpm~tationClnd NOL 
and Disaster Loss Limitations -Corporations 

-Attach to- our CalifOrnia tax return (F6frrn-OO:"Forl1T100S. Form 'WOW; or form '109). 

CALIFORNIA FORM 

-3"805Q 

c",,,,,,<i,,,""me JEFFREY S BENICE, A PROFESSIONAL LAW 
CORPORATION 

california corporaticn number 

C2225668 
During the year the corporatioo incurred the NOL the corporatioo was a(n): X C Corporation S Corporation FEIN 

o Exempt Organization 0 Limited Liability c~mpany (electing to be taxed as a corporation) 
If the corporation previously filed California tax returns under another corporate name. enter the corporation narne and C~lIfornia 

corporation number: 

If the corporation is included in a combined report of a unitary group. see instructions, General Information C. Combined Reporting, 

Part I Current year NOL. If you do not have a current year NOL. go to Part II. 

1 Net loss from Form 100. line 19; Form l00W. line 19; Form laOS, line 16: or Form 109. line 2. 
Enter as a positive number. . . . . . . . . . .......................................................•... 

2 2007 disaster loss from line.l. Enter as a positive number. .................... . 

3 Subtract line 2 from line 1. If zero or less. enter -0- and see instructions. .............. . 

4a Enter the amount of the loss incurred by a new business included. in line 1...... 48 ________ _ 

b Enter the-amount of-the loss ina.rred by an eligible small business included in line 3. ........ ... . 4b •. _______ _ 

c Add line 48 and line 4b ......................................... _ ... _ .................... _ . 

5 General NOlo Subtract line 4c from line 3 .. ... . ........................ _ ............... . 

I 

2 
3 

4C _____________ _ 

5 

(9) . 
Available balance 

(a) 
Year 

,of loss 

, 

2007 

(d) 
Initial loss 

(e) 
Carryover 
from 2006 

Type of NOL: General (GEN), New Business (NB), Eligible Small Business (ESB), Title 11 rTl 1), or Disaster (DIS). 

Part III 2007 NOL deduction 

Total the amounts in Part II •. line 2, colUmn {f) •... 

2 Enter the total amount from line 1 that represents disaster loss carryover deduction here and on Form 100. 
lme 22: Form 100W, line 22; or form 1005. hne 20. Form 109 filers enter -0-.. _.. ... . ..... 

3 Subtract line 2 from'Une 1. Enter the result here and on Form 100. line 20; Form 100W. line 20: Form 100S. 
line 18; or Form 109, line 4 ........... _ . . . . . . . . . . . . . . . . . ....... . 

CACA33011 12117/07 051 7521074 

2 

3 

(h) 
Carryover to 2006 
col (e) , col In 

226. 

o. 

226. 

FTB 38050 2007 
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• • 
2007 

Client BENICEPC 

California Statements 
JEFFREY S BENICE, A PROFESSIONAL LAW 

CORPORATION 

7109/08 

Statement 1 . 
I···· - Form100;-Schedule Cj; Cjuestion!<c­

More Than 50% Owners 

Question K(a) - Officers owning more than 50% of Voting Stock 

Name of Officer 
Address 

Social Security # 
Common Stock % Owned 

Statement 2 

--~ -~ - ~-

JEFFREY S BENICE 
B CORPOR~IE PARK, 
~ 92606 

- F oriff l00,-scne-du~ine27 -
Other Deductions 

Bank Charges ............ ''' 
Cop i es , , , , , ' , , , , " ' " " " , . " ' " 
Court fees,,,,,,,,,,,,,,,,, 
Del ivery and Freight"" 
Dues ana Subscriptions. 
Expert witness fees, 
Fee refunds,,,,,,,.,,,,. 
Insurance", ., , . ,,",' " , 
Internet, " , , , , " ' " " " , " " . 
Legal and Professional. 

. Postage" ""',"" """,,,, 
Settlements"""""" , 
Supp lies""", " 
Telephone" ""'" 
Trave I. , " , , , 

STE 200 

".-,'"""" $ 

Page 1 

C222566B 

08:39PM 
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This Excel workbook uses the prior year as a template for processing the current year activity.. -. 

~·--vrtiEinfhe ·currenfyeaf"is complete, delete any worksheets for banks that have NOT been used In theci 
The samples below will familiarize you with the manner in which the bank statement data is to be recorc 

The Seq# is used for restoring the worksheet to the Original Data Entry sequence 

Sample Deposits 
Jeffrey S Benice, APC FEIN': dar 
Year 2006 
Deposit analysis 
First BankJlllIJlI , . I Operating account 
Date Acct # Seq# Deposits 
010506 
010906 
011106 
011306 

013106 
020906 
021306 
022206 
030606 
031006 

1644.71 
235.5 
1000 
2000 
2500 
1000 
3000 
955 

4000 
4142 

Sample- Checks written 
Jeffrey 5 Benice, APe . I ~~w-[lata-not.yet..di';tribIJted __ ._ .. _ ~~~ 
Year 2006 Reconciliation on last page 
Checking account analysis 
First Bank 'vr 2 Operating account 
Mo/day/yr Acel # . Seq # Ck # Payee Descriptic 
062306 I ~ 133 3794 Void Void 
082406 190 3839 Void Void 
060906 138 dm Bank SIC Bank sIc 
050806 111f 92 3754 Fedex Delivery 
121306 I11llIIf 414 4029 Water Dis· Draw 
122806 ,.... 443 4067 Pitney Bo\ Postage 
112006 ~ 323 3945 Cash Draw 
030206 .,.111 63 dm Bank SIC Bank sIc 
11206,. E is 23 dm Bank sIc Bank sic 
021006_1.. 52 dm Bank SIC Bank sic 

Amount 

3.32 
4.34 
7.05 
7.44 
8.30 
8.89 
9.50 
9.56 
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1 THIRD DECLARATION OF LISA ROSENTHAL 

2 I, Lisa Rosenthal, hereby state as follows: 

3 1. I am employed as a staff attorney by the Federal Trade Commission (FTC). 

4 My business address is 901 Market St., Suite 570, San Francisco, CA 94103. I have 

5 personal knowledge of the facts stated herein, and if called to testify, I could and would 

6 competently testify to the facts set forth below. 

7 2. I served as counsel for the Federal Trade Commission in FTC v. Network 

8 Services Depot, et a!., (U.S. District Court, D. Nev.), CV-S-05-0440-LDG-LRL. 

9 3. On or about March 6, 2009, I was carbon copied on an email sent to Jeffrey 

10 S. Bernce and Marc Forsytlle by Kerry O'Brien, a fellow staff attorney in my office who 

11 acted as co-counsel FTC v. Network Services Depot, et a!., which attached the Final 

12 Judgment and Order for Permanent Injunction and Other Equitable Relief in that matter. 

13 Attached hereto as Exhibit I is a true and correct copy of that email and attachment. 

14 4. On or about March 13,2009, I sent a letter, which I had written, to Jeffrey 

15 S. Bernce notifying hin1 that pursuant to the Final Judgment and Order for Permanent 

16 Injunction and Other Equitable Relief, he should transfer $238,300 to the FTC no later than 

17 March 20, 2009. The letter also provided specific instructions regarding how to wire transfer 

18 the funds. Attached hereto as Exhibit 2 is a hue and correct copy of that letter. 

19 5. After March 20, 2009 passed without any transfer of funds as I had 

20 instructed in the letter, on or about the week of March 23, 2009, I called Mr. Bernce's 

21 office and left hin1 a voice mail message in which I notified him that he had not complied 

22 with the court's order to transfer $238,300 to the FTC and requested that he contact me. I 

23 then received a voice mail message from Mr. Bernce in which he stated that he did not 

24 have the funds, that he spent them, and that he planned to appeal the court's order if we 

25 could not reach an agreement. He also requested that I call hin1 back during a specific 

26 time period. I called during the specified time period, but he was not in the office. I tried 

27 
EXHIBIT 

28 Rosenthal Declaration 3 Page I 
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1 to reach him by telephone several additional times without success. We did not speak 

2 again until on or about April 10, 2009, after the Notice of Appeal had been filed. 

3 

4 I swear under penalty of peIjury that the foregoing is true and correct. 

5 Executed at San Francisco, California, this ILflT day of ~ 2009. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

24 

25 

26 

27 

28 Rosenthal Declaration Page 2 
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Schneider, Laura 

From: 

Sent: 

To: 

Cc: 

O'Brien, Kerry 

Friday, March 06, 2009 12:34 PM 

'Marc Forsythe'; 'JSB@JeffreyBenice.com' 

Rosenthal, Lisa 

Subject: Network Services Depot: Final Judgment and Order 

Attachments: Final Judgment and Order.pdf 

Page 1 of 1 

Please find attached the final judgment and order in this matter, which Judge George signed yesterday. 

Kerry 

Kerry O'Brien 
Attorney 
Federal Trade Commission 
901 Market Street, Suite 570 
San Francisco, CA 94103 
(415) 848-5189 
(415) 848-5142 (fax) 

9/9/2009 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 
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UNITED STATES DISTRICT COURT 
DISTRICT OF NEVADA 

FEDERAL TRADE COMMISSION, 

Plaintiff, 

v. 

NETWORK SERVICES DEPOT, INC.; 
NETWORK MARKETING, LLC, dba 
Network Services Marketing; 
NETWORK SERVICES DISTRIBUTION, 
INC.; 
SUNBELT MARKETING, INC.; 
CHARLES V. CASTRO; 
ELIZABETH L. CASTRO; and 
GREGORY HIGH; 

Defendants; and 

PHYLLIS WATSON, 

Relief Defendant. 

CV-S-05-0440-LDG-LRL 

FINAL JUDGMENT 
AND ORDER FOR PERMANENT 
INJUNCTION AND OTHER 
EQmTABLE RELIEF 

WHEREAS, Plaintiff Federal Trade Commission ("FTC" or "Commission") 

commenced this action on AprilS, 2005, by filing a complaint for a permanent injunction and 

other equitable relief in this case pursuant to Sections 13(b) and 19 of the Federal Trade 

Commission Act ("FTC Ace), 15 U.S.c. §§ 53(b) and 57b (Dkt. #1). 

WHEREAS, the Complaint alleges that Defendants, in connection with the marketing 

and sale of public access Internet terminals, have violated Section 5(a) of the FTC Act, 15 

U.S.C. § 45(a), and the FTC's Trade Regulation Rule titled "Disclosure Requirements and 

Prohibitions Concerning Franchising and Business Opportunity Ventures," formerly codified as 

16 C.F.R. Part 436 (2005) ("2005 Franchise Rule"), which rule has been replaced by two 

separate rules governing franchises and business opportunities as set forth in the Defmitions 

section below. 

Final Judgment and Order Page 1 of21 
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I WHEREAS, on April 6, 2005, the Court issued a Temporary Restraining Order in this 

2 case (Dkt. #13), which, among other provisions, froze the assets of Defendants and Relief 

3 Defendant. On April 14,2005, the Court granted a Stipulated Preliminary Injunction in this case 

4 (Dkt. #35), which, among other provisions, continued the freeze on those assets. 

5 WHEREAS, the FTC filed a motion (Dkt. #51, Opposition - Dkt. #56, Reply-

6 Dkt. #62) for an order freezing certain funds transferred by Defendants to their attorneys, 

7 arguing among other things, that those funds belong to consumer victims under a constructive 

8 trust theory. 

9 WHEREAS, on March 24, 2006, the Court entered an order (Dkt. #142), which stated, 

10 among other things, that: "[i]f it is ultimately found the transfer of funds (or any portion thereof) 

II to defense counsel should be set aside, or made subject to consumer redress, the FTC may move 

12 to that extent to have any depleted funds restored. Defense counsel, presumably, has factored 

13 into its fee arrangements the risks of any such result." 

14 WHEREAS, the FTC moved for summary judgment against Defendants for violations of 

IS Section 5(a) of the FTC Act, IS U.S.c. § 45(a), and the 2005 Franchise Rule (Dkt. #78, 

16 Response - Dkt. #79, Reply - Dkt. #127). 

17 WHEREAS, the FTC's motion for summary judgment requested that the Court, among 

18 other things: (I) find that Defendants Network Services Depot, Inc.; Network Marketing, LLC; 

19 Network Services Distribution, Inc.; Sunbelt Marketing, Inc.; Charles V. Castro; Elizabeth 

20 Castro, and Gregory High had violated Section 5(a) of the FTC Act and the 2005 Franchise 

21 Rule; (2) order injunctive relief and restitution for injured consumers pursuant to § l3(b) and 

22 § 19 of the FTC Act, IS U.S.C. § 53(b) and § 57b; (3) order Defendants Network Services 

23 Depot, Inc.; Network Marketing, LLC; Network Services Distribution, Inc.; Sunbelt Marketing, 

24 Inc.; Charles V. Castro; and Gregory High to pay restitution to injured consumers; (4) order that 

25 the funds in the Castro Children's Trust (controlled by Relief Defendant Phyllis Watson) be used 

26 to pay consumer restitution; and (5) order that certain monies transferred to Defendants' 

27 attorneys also be used for consumer restitution. 

Final Judgment and Order Page 2 of 21 
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1 WHEREAS, in support of its motion for summary judgment, the FTC demonstrated that, 

2 between mid 2001 and early 2004, consumers paid an aggregate of$18,867,528 to Defendant 

3 Network Services Depot. 

4 WHEREAS, on September 29,2006, the Court entered an order (DId. #143), which 

5 granted the FTC's motion for summary judgment, with one exception - the Court sought 

6 additional briefmg on the issue of monies transferred to Defendants' attorneys. 

7 WHEREAS, on September 17, 2007, the Court entered an order (Dkt. #175), which 

8 found (1) that a portion of monies transferred to Defendants' attorneys are recoverable under the 

9 theory of constructive trust; and (2) that the FTC established by clear and convincing evidence 

10 (a) that the fee funds derive from corporate defendants' proceeds, (b) that the acquisition of the 

11 funds was wrongful, and (c) that the FTC is entitled to the proceeds for consumer redress; but, 

12 (3) that, as an equitable matter, the Court would permit payment of defense counsel's reasonable 

13 and documented attorneys fees on matters directly related to this specific litigation up to March 

14 24,2006. 

15 WHEREAS, on January 8, 2009, the Court entered an order (Dkt. #228), which: (1) states 

16 tl,at it would grant Defendants' attorney, the law finn ofJeffrey S. Benice, reasonable fees for 

17 documented services directly related to this case between January 1, 2005, and April I, 2006, at 

18 the rate of $300 for Mr. Benice and at the rate of one-third what Mr. Benice originally requested 

19 for other professional services provided by his firm, as well as costs through the period as 

20 requested; and (2) ordered Benice to submit to a revised motion for fees. 

21 WHEREAS, on February 4,2009, Mr. Benice filed a declaration (Dkt. #229) seeking 

22 $194,382 in fees and costs. 

23 WHEREAS, the FTC and Mr. Benice entered a stipulation on February 25, 2009 (Dkt. 

24 #233), stating the amount of fees and costs to which Mr. Benice is entitled pursuant to the 

25 January 7, 2009, order is $136,700. 

26 WHEREAS, on February 13, 2009, the Court entered an order (Dkt. #232), which 

27 modified the Stipulated Preliminary Injunction in this case so that Washington Mutual Bank may 

Final Judgment and Order Page 3 of 21 
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I enforce its remedies against real property owned by Defendant Gregory High, located at 90 Echo 

2 Run, Irvine, CA. That order stated that, "if[surplus funds resulting from Washington Mutual's 

3 foreclosure proceedings] are realized after a fmal order has been entered in this matter, such 

4 surplus funds be transferred to the FTC pursuant to the terms ofthe final order." 

5 WHEREAS, on February 27,2009, the Federal Trade Commission filed a motion titled, 

6 Motion Pursuant to the Court's January 7, 2009, Order for ElltlY afFinal Judgmellt alld Order. 

7 THEREFORE, it is hereby ORDER, ADJUDGED, and DECREED as follows: 

8 FINDINGS 

9 1. This Court has jurisdiction over the subject matter of this case and jurisdiction over all 

10 parties. 

II 2. 

12 3. 

13 

14 4. 

15 

16 

17 

18 5. 

19 

20 6. 

21 

22 

23 7. 

24 

25 

26 

27 8. 

Venue in this district is proper under 15 V.S.C. § 53(b) and 28 V.S.c. § 1391(b) and (c). 

The activities of Defendants are in or affecting commerce, as defined in the FTC Act, 15 

V.S.c. § 44. 

The Complaint states a claim upon which relief can be granted against Defendants and 

Relief Defendant under Sections 5(a), 13(b), and 19 of the Federal Trade Commission 

Act ("FTC Act"), 15 V.S.C. §§ 45(a), 53 (b), and 57b, and under the 2005 Franchise Rule, 

16 C.F.R. Part 436 (2005). 

This Order incorporates the findings and conclusions set fortb in the September 29, 2006, 

order (Dkt. #143) entered by this Court in this case. 

Having reviewed the FTC's Motion for Summary Judgment, the Court finds that between 

mid 2001 and early 2004, consumers paid an aggregate 0[$18,867,528 to Defendant 

Network Services Depot. 

This Order incorporates the findings and conclusions set forth in the March 24, 2006, 

order (Dkt. #142), the September 17, 2007, order (DIct. #175), the January 7, 2009, order 

(Dkt. #228) (collectively, "Attorney Fees Orders") entered by this Court in this case as to 

Defendants and Jeffrey S. Benice. 

Having reviewed the February 25, 2009, stipulation between the FTC and Mr. Benice, 

Final Judgment and Order Page 4 001 
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I the Court finds that the law finn ofJeffrey S. Benice is entitled to $136,700 for 

2 reasonable attorney fees and costs directly related to this case between January 1,2005, 

3 and April 1,2006. Therefore, pursuant to the Attorney Fees Orders, the FTC is entitled, 

4 

5 

for consumer restitution, to the retainer funds paid to the law finn of Jeffrey S. Benice in 

excess of $136,700, which amounts to $238,300. 

6 9. The paragraphs of this Order shall be read as the necessary requirements for compliance 

7 and not as alternatives for compliance, and no paragraph serves to modifY another 

8 paragraph unless expressly so stated. 

9 10. 

10 II. 

Each party shall bear its own costs and attorneys' fees. 

Entry of this Order is in the public interest. 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

DEFINITIONS 

For purposes of this Order, the following defmitions shall apply: 

A. "Assets" means any legal or equitable interest in, right to, or claim to, any real 

and personal property, including, but not limited to, chattel, goods, instruments, equipment, 

fixtures, general intangibles, inventory, checks, notes, leaseholds, effects, contracts, mail or other 

deliveries, shares of stock, lists of consumer names, accounts, credits, premises, receivables, 

funds, and cash, wherever located, whether in the United States or abroad. 

B. "Business Opportunity Rule" means FTC Trade Regulation Rule titled 

"Disclosure Requirements and Prohibitions Concerning Business Opportunities," codified at 16 

C.F.R. Part 437, or as it may be amended. 

c. "Business Venture" means any written or oral business arrangement, however 

22 denominated, that is covered by the Franchise Rule or the Business Opportunity Rule, or that 

23 consists of the payment of any consideration in exchange for: 

24 a. the right or means to offer, sell, or distribute goods or services (regardless 

25 of whetller identified by a trademark, service mark, trade name, 

26 advertising, or other commercial symbol); and 

27 b. more than nominal assistance to any person or entity in connection with or 

Final Judgment and Order Page 50f21 



Case 2:05-cv-00440-LDG-LRL     Document 250-8      Filed 09/15/2009     Page 9 of 24

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

Case 2:05-cv-00440-LDG-LRL Document 236 Filed 03/05/2009 Page 6 of 21 

D. 

incident to the establishment, maintenance, or operation of a new business 

or the entry by an existing business into a new line or type of business. 

"Corporate Defendants" means Network Services Depot, Inc.; Network 

Marketing, LLC; Network Services Distribution, Inc.; Sunbelt Marketing, Inc.; and their 

successors and assigns. 

E. "Defendants" means all of the Individual Defendants and the Corporate 

Defendants, individually, collectively, or in any combination. 

F. "Document" is synonymous in meaning and equal in scope to the usage of the 

term in Federal Rule of Civil Procedure 34(a), and includes writings, drawings, graphs, charts, 

photographs, audio and video recordings, computer records, and other data compilations from 

which the information can be obtained and translated, if necessary, through detection devices 

into reasonably usable form. A draft or non-identical copy is a separate document within the 

meaning of the term. 

G. "Franchise Rule" means the FTC Trade Regulation Rule titled "Disclosure 

15 Requirements and Prohibitions Concerning Franchising," codified at 16 C.F.R. Part 436, or as it 

16 may be amended. 

17 H. "Individual Defendants" means Charles V. Castro, Elizabeth L. Castro, and 

18 Gregory High. 

19 I. "Person" means a natural person, organization or other legal entity, including a 

20 corporation, partnership, proprietorship, association, or cooperative, or any other group, or 

21 combination acting as an entity. 

22 J. "Relief Defendant" means Phyllis Watson. 

23 ORDER 

M L 

25 BAN ON SALE OF FRANCHISES AND BUSINESS VENTURES 

26 IT IS THEREFORE ORDERED that the Corporate Defendants and Defendant Charles 

27 V. Castro, directly or through any corporation, partnership, subsidiary, division, trade name, 

Final Judgment and Order Page 6 of 21 



Case 2:05-cv-00440-LDG-LRL     Document 250-8      Filed 09/15/2009     Page 10 of 24

Case 2:05-cv-00440-LDG-LRL Document 236 Filed 03/05/2009 Page 7 of 21 

I device, or other entity, are hereby permanently restrained and enjoined from: 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

A. 

B. 

C. 

D. 

Advertising, marketing, promoting, offering for sale, selling, or assisting any 

other person in the sale of any Business Venture; or 

Receiving any remuneration or other consideration of any kind whatsoever from 

any person engaged in or assisting in advertising, marketing, promoting, offering 

for sale, or selling any Business Venture; 

Holding any ownership interest, share, or stock in, any person engaged in 

advertising, marketing, promoting, offering for sale, or selling any Business 

Venture; or 

Serving as an employee, officer, director, trustee, general manager of, or 

consultant or advisor to, any person engaged in advertising, marketing, 

12 promoting, offering for sale, or selling any Business Venture. 

13 Nothing in this Order shall be read as an exception to this Section. 

14 II. 

15 PROHIBITED REPRESENTATIONS 

16 IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale, 

17 licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or 

18 services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade 

19 name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and 

20 all persons and entities in active concert or participation with them who receive actual notice of 

21 this Order, by personal service or otherwise, are hereby enjoined from misrepresenting, 

22 expressly or by implication, any material fact, including, but not limited to: 

23 

24 

25 

A. 

B. 

The existence, performance, efficacy, nature, or central characteristic of such 

good or service; 

The income, profit, or sales volume that a purchaser of such good or service is 

26 likely to achieve; 

27 C. The source of any income or profit sent to a purchaser of such good or service; or 

Final Judgment and Order Page 7of21 



Case 2:05-cv-00440-LDG-LRL     Document 250-8      Filed 09/15/2009     Page 11 of 24

Case 2:05-cv-00440-LDG-LRL Document 236 Filed 03/05/2009 Page 8 of 21 

1 D. The availability or existence of locations or profitable locations for such good or 

2 servIce. 

3 III. 

4 MEANS AND INSTRUMENTALITIES 

5 IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale, 

6 licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or 

7 services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade 

8 name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and 

9 all persons and entities in active concert or participation with them who receive actual notice of 

10 this Order, by personal service or otherwise, are hereby enjoined from providing to others the 

11 means or instrumentalities with which to make misrepresentations, expressly or by implication, 

12 of any material fact, including, but not limited to, providing others with materials that contain 

13 false representations concerning: 

14 

15 

16 

17 

18 

19 

A. 

B. 

C. 

D. 

The existence, performance, efficacy, nature, or central characteristic of such 

good or service; 

The income, profit, or sales volume that a purchaser of such good or service is 

likely to achieve; 

The source of any income or profit sent to a purchaser of such good or service; or 

The availability or existence oflocations or profitable locations for such good or 

20 servIce. 

21 IV. 

22 MONETARY RELIEF 

23 IT IS FURTHER ORDERED that: 

24 

25 

26 

27 

A. Judgment is hereby entered jointly and severally against the Corporate 

Defendants, Defendant Charles V. Castro, and Defendant Gregory High in the 

amount of eighteen million, eight hundred twenty-seven thousand, five hundred 

twenty-eight dollars ($18,827,528), as equitable monetary relief to redress 
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B. 

c. 

D. 

consumer lTIJury. This monetary judgment shall become immediately due and 

payable by Defendants upon entry ofthis Order, and interest computed at the rate 

prescribed under 28 U.S.C. § 1961 shall immediately begin to accrue on the 

unpaid balance. 

Within ten (10) business days of the date of service of this Order, by personal 

service or othelWise, Relief Defendant shall pay to the FTC as equitable monetary 

relief to redress consumer injury all funds contained in the account for which the 

Relief Defendant is listed as the account holder, trustee, or custodian at Fullerton 

Co=unity Bank with account number ending in 0690, which was frozen 

pursuant to the Stipulated Preliminary Injunction in this case, and funds that 

Fullerton Co=unity Bank removed from such frozen account and is holding 

separately. That amount shall be at least two hundred seventy thousand, nine 

hundred seventy-five dollars ($270,975). In the event of default on the payment 

required to be made by this Subsection, the entire unpaid judgment, together with 

interest computed under 28 U.S.C. § 1961 -- accrued from the date of default until 

the date of payment -- shall be i=ediately due and payable. Provided, however, 

that this judgment shall be deemed fully satisfied upon completion of Section V.B 

of this Order. 

All payments required to be made to the Commission under this Order shall be 

made by electronic funds transfer in accordance with directions provided by the 

Co=ission. 

All funds transferred pursuant to this Order shall be deposited into a fund 

23 administered by the FTC, or its designated agent, to be used for equitable relief, 

24 including, but not limited to, restitution and any attendant expenses for the 

25 administration of any monetary fund. If the Commission determines, in its sole 

26 discretion, that direct restitution for consumers is wholly or partially 

27 impracticable or funds remain after restitution is completed, the Commission may 
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apply any remaining funds for any other equitable relief (including consumer 

2 information remedies) that it detennines to be reasonably related to Defendants' 

3 practices alleged in the Complaint. Any funds not used for this equitable relief 

4 shall be deposited into the U.S. Treasury as disgorgement. Defendants and Relief 

5 Defendant shall have no right to challenge the FTC's choice of remedies under 

6 this Section. 

7 ~ 

8 TURNOVER OF ASSETS HELD BY THIRD PARTIES 

9 IT IS FURTHER ORDERED that to partially satisfy the monetary judgment set forth 

lOin the Section titled "Monetary Relief:" 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

A. Any law firm, fmancial or brokerage institution, escrow agent, title company, 

commodity trading company, business entity, or person, that holds, controls, or 

maintains custody of any asset or account of, on behalf of, or for the benefit of, 

any Corporate Defendant, Defendant Charles V. Castro, or Defendant Gregory 

High, or has held, controlled, or maintained custody of any account or asset of, on 

behalf of, or for the benefit of, any such Defendant, shall turn over such asset or 

all funds in such account to the Commission or its duly authorized agent (as 

directed by Commission counsel), within ten (10) business days of receiving 

actual notice of this Order by personal service or otherwise. Those assets or 

accounts include, but not necessarily limited to: 

I. All frozen funds held at Fullerton Community Bank, including, but not 

limited to, funds in accounts in the name of, or controlled by, any 

Defendant, including accounts with account numbers ending in 9150, 

9169,1018,1827,3179,0058,3518,2905,0266,and9753; 

2. All frozen funds held at Union Bank of California, including, but not 

limited to, funds in the account in the name of, or controlled by, any 

Defendant, with account nunlber ending in 0230,7484, and 7674; and 
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B. 

c. 

D. 

E. 

3. Three thousand dollars ($3,000) currently held by in escrow by Goe & 

Forsythe, LLP. 

Within ten (10) business days of the date of service ofthis Order, by personal 

service or otherwise, the Fullerton Community Ban1c shall transfer to the 

Commission or its duly authorized agent (as directed by Commission counsel) all 

funds contained in the account for which the Relief Defendant is listed as the 

account holder, trustee, or custodian at Fullerton Community Bank with account 

number ending in 0690, which was frozen pursuant to the Stipulated Preliminary 

Injunction in this case, and funds that Fullerton Community Bank removed from 

such frozen account and is holding separately. That amount shall be at least two 

hundred seventy thousand, nine hundred seventy-five dollars ($270,975). 

Upon entry of this Order, Defendants and Relief Defendant relinquish all 

dominion, control, and title to: (1) all funds contained in the accounts frozen 

pursuant to the Stipulated Preliminary Injunction in this case and funds that a 

financial institution removed from a frozen account and is holding separately; and 

(2) all assets subject to claims made by the Commission in this case. Defendants 

and Relief Defendant shall make no claim to or demand return of the funds, 

directly or indirectly, through counselor otherwise. 

Defendants and Relief Defendant shall provide full cooperation to the 

Commission to ensure that funds and assets held by third parties are turned over 

to the Commission. Such full cooperation with the Commission shall include, but 

not be limited to, promptly executing any documents necessary to effectuate any 

transfer of funds to the Commission or its agents or representatives. 

Jeffrey S. Benice, a Professional Law Corporation, its successors, and/or assigns 

shall: 

J. Immediately upon receiving actual notice of this Order by personal service 

27 or otherwise, (a) segregate two hundred thirty-eight thousand, three 
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F. 

G. 

2. 

hundred dollars ($238,300) ("Benice Funds"), (b) designate the Benice 

Funds as: "Retainer Funds Subject to Consumer Restitution in FTC v. 

Network Senlices Depot;" and (c) transfer the Benice Funds to a trust 

account maintained by the law firm of Jeffrey S. Benice; and 

Within ten (10) business days of the date of receiving actual notice of this 

Order by personal service or otherwise, transfer the Benice Funds to the 

Commission or its duly authorized agent (as directed by Commission 

counsel) by electronic funds transfer, designating the Benice Funds as 

"Retainer Funds Subject to Consumer Restitution in FTC v. Network 

Services Depot." 

If, after entry of this Order, Washington Mutual Bank, its successors, and/or 

assigns, realizes any excess proceeds (proceeds in excess of payment of all sums 

that Washington Mutual Bank secured by a deed of trust) upon exercising any 

rights it has to enforce remedies against real property owned by Defendant 

Gregory High, located at 90 Echo Run, Irvine, CA, Washington Mutual Bank, its 

successors, and/or assigns shall transfer such excess proceeds to the Commission 

or its duly authorized agent (as directed by Commission counsel) within ten (10) 

business days of realizing such proceeds. 

All payments required to be made to the Commission or its agents or 

20 representatives under this Section shall be used as equitable monetary relief to 

21 redress consumer injury in accordance with the Section titled "Monetary Relief' 

22 and shall be made by electronic funds transfer in accordance with directions 

23 provided by the Commission. 

24 VI. 

25 LIFTING OF THE ASSET FREEZE 

26 IT IS FURTHER ORDERED that the freeze of the assets pursuant to the Stipulated 

27 Preliminary Injunction in this case shall be lifted to the extent necessary to transfer assets 
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pursuant to Section V.A-D. Once all such assets required to be transferred under such provisions 

2 have been transferred, as evidenced by a letter confinning receipt of same from counsel for the 

3 Commission, the freeze of the remaining assets shall be lifted pennanently. 

4 VII. 

5 FORFEITURE ACTION 

6 IT IS FURTHER ORDERED that, with respect to any assets seized from Bank of 

7 America Accounts in the name of Bikini Vending Corporation by the Federal Bureau of 

8 Investigation, including approximately one million, five hundred twenty-four thousand dollars 

9 ($1,524,000), which is or has been the subject of u.s. v. $1,524,438.90, SACV 04-9 I O-AHS-

IO MLG (C.D. Calif.): 

II A. Within five (5) business days of the date of entry of this Order, Defendants shall 

12 

13 

14 

IS 

16 

17 

18 

19 

B. 

C. 

D. 

release any and all claims they may have to such assets. 

Upon entry ofthis Order, the Defendants shall relinquish all dominion, control, 

and title to such assets. Defendants shall make no claim to or demand return of 

such assets, directly or indirectly, through counselor otherwise. 

Such assets and their proceeds may be transferred by the Office of the United 

States Marshal, or its designated agent, to the Federal Trade Commission, or its 

designated agent. 

Any such assets transferred to the Commission shall be used as equitable 

20 monetary reliefto redress consumer injury in accordance with the Section titled 

21 "Monetary Relief' and shall partially satisfY the monetary judgment set forth in 

22 that section. 

23 VIII. 

24 CUSTOMER LISTS 

25 IT IS FURTHER ORDERED that Defendants, directly or through any corporation, 

26 partnership, subsidiary, division, trade name, device, or other entity, and their officers, agents, 

27 servants, employees, and attorneys, and all persons and entities in active concert or participation 
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1 with them who receive actual notice of this Order, by personal service or otherwise, are hereby 

2 enjoined from selling, renting, leasing, transferring, or otherwise disclosing the name, address, 

3 telephone number, credit card number, bank account number, email address, or other identifying 

4 information of any person who purchased a Business Venture from any Defendant; provided that 

5 Defendants may disclose such identifying information to a law enforcement agency, including 

6 the Federal Trade Commission, or as required by any law, regulation, or court order. 

7 IX. 

8 COMPLIANCE MONITORING 

9 IT IS FURTHER ORDERED that, for the purpose of monitoring and investigating 

10 compliance with any provision of this Order: 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. 

B. 

c. 

Within ten (10) days of receipt of written notice from a representative of the 

Commission, Defendants and Relief Defendant each shall submit additional 

written reports, which are true and accurate and sworn to under penalty of 

peIjury; produce documents for inspection and copying; appear for deposition; 

and provide entry during normal business hours to any business location in such 

Defendant's possession or direct or indirect control to inspect the business 

operation; 

In addition, the Commission is authorized to use all other lawful means, including 

but not limited to: 

1. 

2. 

obtaining discovery from any person, without further leave of court, using 

the procedures prescribed by Fed. R. Civ. P. 30, 31, 33, 34, 36,45 and 69; 

posing as consumers and suppliers to Defendants, their employees, or any 

other entity managed or controlled in whole or in part by any Defendant, 

without the necessity of identification or prior notice; and 

Defendants each shall permit representatives of the Commission to interview any 

26 employer, consultant, independent contractor, representative, agent, 

27 or employee who has agreed to such an interview, relating in any way to any 

Final Judgment and Order Page 14 of21 



Case 2:05-cv-00440-LDG-LRL     Document 250-8      Filed 09/15/2009     Page 18 of 24

Case 2:05-cv-00440-LDG-LRL Document 236 Filed 03/05/2009 Page 15 of 21 

1 conduct subject to this Order. The person interviewed may have counsel present. 

2 Provided however, that nothing in this Order shall limit the Commission's lawful use of 

3 compulsory process, pursuant to Sections 9 and 20 of the FTC Act, 15 U.S.C. §§ 49, 57b-l, to 

4 obtain any documentary material, tangible things, testimony, or information relevant to unfair or 

5 deceptive acts or practices in or affecting commerce (within the meaning of 15 U.S.C. § 

6 45(a)(I)). 

7 X. 

8 COMPLIANCE REPORTING 

9 IT IS FURTHER ORDERED that, in order that compliance with the provisions of this 

10 Order may be monitored: 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. For a period of five (5) years from the date of entry of this Order, 

l. Each Individual Defendant shall notiJY the Commission of the following: 

a. 

b. 

c. 

Any changes in such Defendant's residence, mailing addresses, 

and telephone numbers, within ten (10) days of the date of such 

change; 

Any changes in such Defendant's employment status (including 

self-employment), and any change in such Defendant's ownership 

in any business entity, within ten (10) days of the date of such 

change. Such notice shall include the name and address of each 

business that such Defendant is affiliated with, employed by, 

creates or forms, or performs services for; a detailed description of 

the nature of the business; and a detailed description of such 

Defendant's duties and responsibilities in connection with the 

business or employment; and 

Any changes in such Defendant's name or use of any aliases or 

26 fictitious names; 

27 2. Defendants shall notiJY the Commission of any changes in structure of any 
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B. 

Corporate Defendant or any business entity that any Defendant directly or 

indirectly controls, or has an ownership interest in, that may affect 

compliance obligations arising under this Order, including but not limited 

to: incorporation or other organization; a dissolution, assignment, sale, 

merger, or other action; the creation or dissolution of a subsidiary, parent, 

or affiliate that engages in any acts or practices subject to this Order; or a 

change in the business name or address, at least thirty (30) days prior to 

such change, provided that, with respect to any proposed change in the 

business entity about which a Defendant learns less than thirty (30) days 

prior to the date such action is to take place, such Defendant shall notify 

the Commission as soon as is practicable after obtaining such knowledge. 

One hundred eighty (180) days after the date of entry of this Order and annually 

thereafter for a period of five (5) years, Defendants each shall provide a written 

report to the FTC, which is true and accurate and sworn to under penalty of 

peIjury, setting forth in detail the manner and form in which they have complied 

and are complying with this Order. This report shall include, but not be limited 

to: 

1. For each Individual Defendant: 

a. such Defendant's then-current residence address, mailing 

addresses, and telephone numbers; 

b. such Defendant's then-current employment status (including self-

employment), including the name, addresses, and telephone 

23 numbers of each business that such Defendant is affiliated with, 

24 employed by, or performs services for; a detailed description of the 

25 nature of the business; and a detailed description of such 

26 Defendant's duties and responsibilities in connection with the 

27 business or employment; and 
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C. 

D. 

E. 

2. 

c. Any other changes required to be reported under Subsection A of 

this Section. 

For all Defendants: 

a. 

b. 

A copy of each acknowledgment of receipt of this Order, obtained 

pursuant to the Section titled "Distribution of Order;" and 

Any other changes required to be reported under Subsection A of 

this Section. 

Each Defendant shall notify the Commission of the filing of a bankruptcy petition 

by such Defendant within fifteen (15) days of filing. 

For the purposes of this Order, Defendants shall, unless otherwise directed by the 

Commission's authorized representatives, send by overnight courier all reports 

and notifications required by this Order to the Commission, to the following 

address: 

Associate Director for Enforcement 
Federal Trade Commission 
600 Pennsylvania Avenue, N.W., Room NJ-2122 
Washington, D.C. 20580 
RE: FTC v. Network Services Depot, IIlC., CV-S-05-0440-LDG-LRL. 

Provided that, in lieu of overnight courier, Defendants may send such reports or 

notifications by first-class mail, but only if Defendants contemporaneously send 

an electronic version of such report or notification to the Commission at: 

DEBrief@ftc.gov. 

For purposes of the compliance reporting and monitoring required by this Order, 

22 tl,e Commission is authorized to communicate directly with each Defendant and 

23 Relief Defendant. 

24 XI, 

25 RECORD KEEPING PROVISIONS 

26 IT IS FURTHER ORDERED that, for a period of eight (8) years from the date of entry 

27 of this Order, Defendants, in connection with any business where any Defendant is the majority 
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1 owner of the business or directly or indirectly manages or controls the business, and their agents, 

2 employees, officers, corporations, and those persons in active concert or participation with them 

3 who receive actual notice of this Order by personal service or otherwise, are hereby restrained 

4 and enjoined from failing to create and retain the following records: 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

A. 

B. 

c. 

D. 

E. 

F. 

Accounting records that reflect the cost of goods or services sold, revenues 

generated, and the disbursement of such revenues; 

Personnel records accurately reflecting: the name, address, and telephone number 

of each person employed in any capacity by such business, including as an 

independent contractor; that person's job title or position; the date upon which the 

person commenced work; and the date and reason for the person's termination, if 

applicable; 

Customer files containing the names, addresses, phone numbers, dollar amounts 

paid, quantity of items or services purchased, and description of items or services 

purchased, to the extent such information is obtained in the ordinary course of 

business; 

Complaints and refund requests (whether received directly, indirectly, or through 

any third party) and any responses to those complaints or requests; 

Copies of all sales scripts, training materials, advertisements, or other marketing 

materials; and 

All records and documents necessary to demonstrate full compliance with each 

21 provision of this Order, including but not limited to, copies of acknowledgments 

22 of receipt of this Order required by the Sections titled "Distribution of Order" and 

23 "Acknowledgment of Receipt of Order" and all reports submitted to the FTC 

24 pursuant to the Section titled "Compliance Reporting." 

25 XII. 

26 DISTRIBUTION OF ORDER 

27 IT IS FURTHER ORDERED that, for a period of five (5) years from the date of entry 
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of this Order, Defendants shall deliver copies of the Order as directed below: 

A. 

B. 

C. 

Corporate Defendant: Each Corporate Defendant must deliver a copy of this 

Order to (1) all of its principals, officers, directors, and managers; (2) all of its 

employees, agents, and representatives who engage in conduct related to the 

subject matter of the Order; and (3) any business entity resulting from any change 

in structure set forth in Subsection A.2 of the Section titled "Compliance 

Reporting." For current personnel, delivery shall be within five (5) days of 

service of this Order upon such Defendant. For new personnel, delivery shall 

occur prior to them assuming their responsibilities. For any business entity 

resulting from any change in structure set forth in Subsection A.2 of the Section 

titled "Compliance Reporting," delivery shall be at least ten (10) days prior to the 

change in structure. 

Individual Defendant as Control Person: For any business that an Individual 

Defendant controls, directly or indirectly, or in which such Defendant has a 

majority ownership interest, such Defendant must deliver a copy of this Order to 

(1) all principals, officers, directors, and managers ofthat business; (2) all 

employees, agents, and representatives of that business who engage in conduct 

related to the subject matter of the Order; and (3) any business entity resulting 

from any change in structure set forth in Subsection A.2 of the Section titled 

"Compliance Reporting." For current personnel, delivery shall be Witllin five (5) 

days of service of this Order upon such Defendant. For new personnel, delivery 

shall occur prior to them assuming their responsibilities. For any business entity 

resulting from any change in structure set forth in Subsection A.2 of the Section 

titled "Compliance Reporting," delivery shall be at least ten (10) days prior to the 

change in structure. 

Individual Defendant as employee or non-coutrol person: For any business 

27 where an Individual Defendant is not a controlling person of a business but 
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otherwise engages in conduct related to the subject matter of this Order, such 

Defendant must deliver a copy of this Order to all principals and managers of 

such business before engaging in such conduct. 

D. Defendants must secure a signed and dated statement acknowledging receipt of 

5 the Order, within thirty (30) days of delivery, from all persons receiving a copy of 

6 the Order pursuant to this Section. 

7 XIII. 

8 ACKNOWLEDGMENT OF RECEIPT OF ORDER 

9 IT IS FURTHER ORDERED that each Defendant and Relief Defendant, within five (5) 

10 business days of receipt of this Order as entered by the Court, must submit to the Commission a 

11 truthful sworn statement ac1mowledging receipt of this Order. 

12 XIV. 

13 SEVERABILITY 

14 IT IS FURTHER ORDERED that the provisions ofthis Order are separate and 

15 severable from one another. If any provision is stayed or detennined to be invalid, the remaining 

16 provisions shall remain in full force and effect. 

17 XV. 

18 RETENTION OF JURISDICTION 

19 IT IS FURTHER ORDERED that this Court shall retain jurisdiction of this malter for 

20 purposes of construction, modification, and enforcement of this Order. 

21 

22 

23 

24 

25 Dated: 

26 

27 

/ 
IT IS SO ORDERED, this5 day of [I) tf<.., ,201 
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DATED: 2/27/09 

Final Judgment and Order 

Respectfully submitted, 

lsi Lisa D. Rosenthal 

LISA D. ROSENTHAL 
KERRY O'BRIEN 
Federal Trade Commission 
90 I Market Street, Suite 570 
San Francisco, CA 94103 
Phone (415) 848-51001 Fax (415) 848-5184 
Email: lrosentbal@ftc.gov 
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1 DECLARATION OF LAURA SCHNEIDER 

2 I, Laura Schneider, hereby state as follows: 

3 1. I am employed as a staff attorney by the Federal Trade Commission (FTC) 

4 in the Bureau of Consumer Protection, Division of Enforcement. My business address is 

5 601 New Jersey Avenue, Washington, DC 20580. I have personallmowledge of the facts 

6 stated herein, and if called to testify, I could and would competently testify to the facts set 

7 forth below. 

8 2. I serve as counsel for the Federal Trade Connnission in FTC v. Network 

9 Services Depot, et al., (U.S. District Court, D. Nev.), CV-S-05-0440-LDG-LRL. 

10 3. On or about July 1,2009, I sent a letter via email to Jeffrey S. Benice and 

11 Jeffrey S. Benice, A Professional Law Corporation, demanding compliance with the 

12 turnover provision in the Court's March 5, 2009 Final Judgment and Order for Permanent 

13 Injunction and Other Equitable Relief ("Final Order"). The letter further informed Mr. 

14 Benice that I planned to reconnnend that the Commission seek a contempt order ifhe did 

15 not comply with the Final Order. Attached hereto as Exhibit 1 is a true and correct copy 

16 of that email and attached letter. 

17 

18 I swear under penalty of perjury that the foregoing is true and correct. 
.~ ~oiW( 

19 Executed at Washington, DC, this ! i1 day of \R '2u09 .. I. 

~~ ~t )~/~t--
22 

23 

24 

25 

26 

27 

28 Schneider Declaration 

Lau1Schlieider 

EXHIBIT 

Y Page 1 
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Schneider, Laura 

From: 

Sent: 

To: 

Cc: 

Schneider, Laura 

Wednesday, July 01, 2009 5:15 PM 

'jsb@jeffreybenice.com' 

'Cindi@JeffreyBenice.com'; 'Sebastian Ragazzo' 

Subject: Network Services Depot 

Attachments: 7-1-09 letter.pdf 

Please see attached letter. 

Laura Schneider 
Federal Trade Commission 
601 New Jersey Avenue, NW 
Washington, DC 20580 
(202) 326-2604 

9/9/2009 

Page 1 of 1 
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Bureau of Consumer ProtecUon 

Laura Schneider 
Senior Attorney 

Direct Dial 
202-326-2604 

Jeffrey S. Benice 

UNITED STATES OF AMERICA 

FEDER.A.L TRADE COMMISSION 
WASHINGTON, D.C 20580 

July 1, 2009 

Jeffrey S_ Benice, a Professional Law Corporation 
Central Tower, 650 Town Center Drive, 13th Floor 
Costa Mesa., CA 92626 
via email-jsh@jef]i"evBellice.c0111 

Re: FTC v. Network Sen'ices Depot. et 01., CV-S-05-0440-LDG-LRL (D_NV) 

Dear Mr. Benice: 

I am writing in regards to your obligations under the Final Judgement and Order for 
Pennanent Injunction and Other Equitable Relief (UFinal Order") entered on March 5, 2009 in 
the above-referenced case. Section V.E. requires you to turn over $238,300 to the Conunission 
(Uturnover provision"). It is my understanding from your testimony in the deposition taken on 
June 23, 2009, that you bave not and do not plan to comply with that section ofthe Final Order. 
I am writing to let you lmow that unless you comply with the turnover provision by turning over 
$238,300 to the Commission, we plan to recommend that the Commission seek an order holding 
you in contempt. 

I understand that you have filed an appeal ofthe Final Order. During the deposition, you 
stated that you may file an application for a stay of the turnover provision. Please advise liS 

whether you plan to file an application for a stay_ If you plan to file an application and do so no 
later than Friday, July 17, 2009, we will hold offfor now recommending that the Commission 
seek an order holding you in contempt. Otherwise, we wiII soon forward a recommendation that 
the Commission file a contempt action. 

Please do not hesitate to contact me at 202-326-2604 (Lschneider@ftc.gov) to discuss this 
matter further. 

Sincerely, 

;; 
./ 
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