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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 F'7C 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: Ischneider@ftc.gov
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MEMORANDUM OF POINTS AND AUTHORITIES'

L 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.” During
consent negotiations prior to the filing of the Commission action, Castro paid a $375,000
retainer to Benice PLC. (Dkt. #51, Rosenthal 1 99 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.

! Exhibits cited in this memorandum that have been filed concurrently with this motion are
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 1 § 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.
Page 1
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I1. 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 q 3; Dkt. #51, English II1 § 3). On November 10, 2004, FTC
staff provided Spivack with a draft complaint. (Dkt. #153, Rosenthall I1 4 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 1 99/ 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 199 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 19 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
Page 2
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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. (/d. at 3). Thereafter, on February 26,
20009, 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 F7C 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

FTCv. 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. (/d.).

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 92, Ex. 1).
The letter further gave specific instructions on how and where to transfer the monies. (/d.).
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. (/d. q 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.
Page 3
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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 92, 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. (/d. 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
Page 4
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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).?

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

> Moreover, the Ninth Circuit has held that an injunction is binding on a nonparty who has

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. F7C 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. (/d. 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. (/d. 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. (/d. 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
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Restitution in F'TC 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

Page 6
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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. (/d. 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. /d. 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
Page 7



O 0 9 AN W B WD =

|\ T N T NG T N T N T NG T N T N T N T S G e e e S Sy
0 NI AN LR WD, OV NN Y N RNWND O~ O

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

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.
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.’

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).

* In the event that Contempt Defendants can demonstrate that they have insufficient funds to
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.
Page 8
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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: Ischneider@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

Page 9
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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: Ischneider@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

Document 250-2

Filed 09/15/2009 Page 1 of 2

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
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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
)

)

4

The Application is GRANTED.

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.
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 Ischneider@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.

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

Page 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: Ischneider@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

Filed 09/15/2009

UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA

FEDERAL TRADE COMMISSION,

Plaintiff,
v. CV-S-05-0440-LDG-LRL
NETWORK SERVICES DEPOT, INC.; (Proposed)

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.

CONTEMPT ORDER

Page 1 of 3

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 F7C 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

Page 2
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Subject to Consumer Restitution in F7C 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

I. 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

Page 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: Ischneider@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
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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;

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. CV-5-05-0440-LDG-LRL
NETWQORK SERVICES DEPQT, INC.; FINAL JUDGMENT
NETWORK. MARKETING, LLC, dba AND ORDER FOR PERMANENT
Network Services Marketing; INJUNCTION AND OTHER
NETWORK SERVICES DISTRIBUTION, EQUITABLE RELIEF
INC.;

SUNBELT MARKETING, INC.;
CHARLES V. CASTRO,;
ELIZABETH L. CASTRO; and
GREGORY HIGH;

Defendants; and

PHYLLIS WATSON,

Relief Defendant.

WIHEREAS, 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 of the Federal Trade
Commission Act (“FTC Act™), 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 Definitions

section below.
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WHEREAS, on April 6, 2005, the Court issued a Temporary Restraining Order in this
case (Dkt. #13), which, among other provisions, froze the assets of Defendants and Relief
Defendant. On April 14, 2005, the Court granted a Stipulated Preliminary Injunction in this case
(Dkt. #35), which, among other provisions, continued the freeze on those assets,

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

Dit. #62) for an order freezing certain funds transferred by Defendants to their attorneys,
arguing among other things, that those funds belong to consumer victims under a constructive
trust theory.

WHEREAS, on March 24, 2006, the Court entered an order (Dkt. #142), which stated,
among other things, that: “[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.”

WHEREAS, the FTC moved for summary judgment against Defendants for violations of
Section 5(a) of the I'TC Act, 15 U.S5.C. § 45(a}, and the 2005 Franchise Rule (Dkt. #78,
Response - Dkt. #79, Reply - Dkt. #127).

WHEREAS, the FTC’s motion for summary judgment requested that the Court, among
other things: (1) find that Defendants Network Services Depot, Inc.; Network Marketing, LLC;
Network Services Distribution, Inc.; Sunbelt Marketing, Inc.; Charles V. Castro; Elizabeth
Castro, and Gregory High had violated Section 5(a) of the FTC Act and the 2005 Franchise
Rule; (2) order injunctive relief and restitution for injured consumers pursuant to § 13(b) and
§ 19 of the FT'C Act, 15 U.S8.C. § 53(b) and § 57b; (3) order Defendants Network Services
Depot, Inc.; Network Marketing, LLC; Network Services Distribution, Inc.; Sunbelt Marketing,
Inc.; Charles V. Castro; and Gregory High to pay restitution to injured consumers; (4) order that
the funds in the Castro Children’s Trust (controlled by Relief Defendant Phyllis Watson) be used
to pay consurmner restitution; and (5) order that certain monies transferred to Defendants’

attorneys also be used for consumer restitution.

Final Judgment and Order Page 2 0f 21
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WHEREAS, in support of its motion for summary judgment, the FTC demonstrated that,
between mid 2001 and early 2004, consumers paid an aggregate of $18,867,528 to Defendant
Network Services Depot.

WHEREAS, on September 29, 2006, the Court entered an order (Dkt. #143), which
granted the FTC’s motion for summary judgment, with one exception — the Court sought
additional briefing on the issue of monies transferred to Defendants” attomeys.

WHEREAS, on September 17, 2007, the Court entered an order (Dkt. #175), which
found (1) that a portion of monies transferred to Defendants’ attorneys are recoverable under the
theory of constructive trust; and (2) that the FTC established by clear and convincing evidence
(a) that the fee funds derive from corporate defendants’ proceeds, (b) that the acquisition of the
funds was wrongful, and (c) that the FTC is entitled to the proceeds for consumer redress; but,
(3) that, as an equiiable matter, the Court would permit payment of defense counsel’s reasonable
and documented attorneys fees on matters directly related to this specific litigation up to March
24, 2006.

WHEREAS, on January 8, 2009, the Court entered an order (Dkt. #228), which: (1) states
that it would grant Defendants’ attorney, the law firm of Jeffrey S. Benice, reasonable fees for .
documented services directly related to this case between January 1, 2005, and April 1, 2006, at
the rate of $300 for Mr. Benice and at the rate of one-third what Mr. Benice originally requested
for other professional services provided by his firm, as well as costs through the period as
requested; and (2) ordered Benice to submit to a revised motion for fees.

WHEREAS, on February 4, 2009, Mr. Benice filed a declaration (Dkt. #229) seeking
$194,382 in fees and costs.

WHEREAS, the FTC and Mr. Benice entered a stipulation on Febmary 25, 2009 (Dkt.
#233), stating the amount of fees and costs to which Mr. Benice is entitled pursuant to the
January 7, 2009, order is $136,700.

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

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
Run, Trvine, CA. That order stated that, “if [surplus funds resulting from Washington Mutual’s
foreclosure proceedings] are realized after a final order has been entered in this matter, such
surplus funds be transferred to the FTC pursuant to the terms of the final order,”
WHEREAS, on February 27, 2009, the Federal Trade Commission filed a motion titled,
Motion Pursuant to the Court’s January 7, 2009, Order for Entry of Final Judgment and Order.
THEREFORE, it is hereby ORDER, ADJUDGED, and DECREED as follows:
FINDINGS
1. This Court has jurisdiction over the subject matter of this case and jurisdiction over all
parties.
2. Venue in this district is proper under 15 U.S.C. § 53(b) and 28 U.5.C. § 1391(b) and (¢).

3. The activities of Defendants are in or affecting commierce, as defined in the FTC Act, 15
US.C. § 44.
4. 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).

5. This Order incorporates the findings and conclusions set forth in the September 29, 2006,
order (Dkt. #143) entered by this Court in this case.

6. 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.

7. 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.

8. 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 finm of Jeffrey S. Benice is entitled to $136,700 for
reasonable attorney fees and costs directly related to this case between January 1, 2005,
and April I, 2006. Therefore, pursnant to the Attorney Fees Orders, the FTC is entitled,
for consumer restitution, to the retainer funds paid to the law firm of Teffrey S. Benice in
excess of $136,700, which amounts to $238,300.

9. The paragraphs of this Order shall be read as the necessary requirements for compliance
and not as alternatives for compliance, and no paragraph serves to modify another
paragraph unless expressly so stated.

10.  Each party shall bear its own costs and attorneys” fees.

11.  Entry of this Order is in the public interest.

DEFINITIONS

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 stoclk, 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
denominated, that is covered by the Franchise Rule or the Business Opportunity Rule, or that
consists of the payment of any consideration in exchange for:

a. the right or means to offer, sell, or distribute goods or services (regardless
of whether identified by a trademark, service mark, trade name,
advertising, or other commercial symbol); and

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

D. “Corporate Defendants™ means Network Services Depot, Inc.; Network
Marketing, LL.C; 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, coliectively, 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” mteans 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.
L “Person” means a natural person, organization or other legal entity, including a

corporation, partnership, proprietosship, association, or cooperative, or any other group, or
combination acting as an entity.
I “Relief Defendant” means Phyllis Watson.
ORDER
L
BAN ON SALE OF FRANCHISES AND BUSINESS VENTURES
IT IS THEREFORE ORDERED that the Corporate Defendants and Defendant Charles

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 250-4  Filed 09/15/2009 Page 8 of 22

Case 2:05-cv-00440-LDG-LRL  Document 236  Filed 03/05/2009 Page 7 of 21

device, or other entity, are hereby permanently restrained and enjoined from:
A, Advertising, marketing, promoting, offering for sale, selling, or assisting any
other person in the sale of any Business Venture; or
B. 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;
C. Holding any ownership interest, share, or stock in, any person engaged in
advertising, marketing, promoting, offering for sale, or selling any Business
Venture; or
D. Serving as an employee, officer, director, trustee, general manager of, or
consultant or advisor to, any person engaged in advertising, marketing,
promoting, offering for sale, or selling any Business Venture.
Nothing in this Order shall be read as an exception to this Section.
II.
PROHIBITED REPRESENTATIONS
IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale,
licensing, contracting, sale or other promotion, n or affecting commerce, of any goods or
services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade
name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and
all persons and entities in active concert or participation with them who receive actual notice of
this Order, by personal service or otherwise, are hereby enjoined from misrepresenting,
expressly or by implication, any material fact, including, but not limited to:
A. The existence, performance, efficacy, nature, or central characteristic of such
good or service;
B. The income, profit, or sales volume that a purchaser of such good or service is
likely to achieve;

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.
I11.
MEANS AND INSTRUMENTALITIES
IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale,
licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or
services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade
name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and
all persons and entities in active concert or participation with them who receive actual notice of
this Order, by personal service or otherwise, are hereby enjoined from providing to others the
means or instrumentalities with which to make misrepresentations, expressly or by implication,
of any matenal fact, including, but not limited to, providing others with materials that contain
false representations concerning:
A. The existence, performance, efficacy, nature, or central characteristic of such
good or service;
B. 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

D. The availability or existence of locations or profitable locations for such good or
service.
IV.
MONETARY RELIEF

IT IS FURTHER ORDERED that:
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
Final Judgment and Order Page 8 of 21
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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 from the date of default until
the date of payment -- shall be iminediately 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
administered by the FTC, or its designated agent, to be used for equitable relief,
inciuding, but not limited to, restitution and any attendant expenses for the
administration of any monetary fund. If the Commission determines, in its sole
discretion, that direct restitution for consumers is wholly or partially

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 ﬁsed 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 1n such account to the Commission or its duly authorized agent (as
directed by Commuission 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:

1. All frozen funds held at Fullerton Commumnity 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;

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
Final Judgment and Order Page 10 of 21
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3. Three thousand dollars (33,000) currently held by in escrow by Goe &
Forsythe, LLP.

B. Within ten (10) 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 Bank with account
number ending in 0690, which was frozen pursuant to the Stipu]atec_l Preliminary
Injunction 1in 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 (3270,975).

C. 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 helding separately; and
(2) all assets subject to claims made by the Commission in this case. Defendants
and Relief Defendant shail make no c¢laim to or demand return of the funds,
directly or indirectly, through counsel or otherwise.

D. Defendants and Relief Defendant shall provide full cooperation to the
Commission to ensure that funds and assets held by third parties are tumed over
to the Commission. Such full cooperation with the Commission shall include, but
not be limited to, promptly executing any documents necessafy to effectuate any

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

E. Jeffrey S. Benice, a Professional Law Corporation, its successors, and/or assigns
shall:
1. Immediately upon receiving actual notice of this Order by persenal service

or otherwise, (a) segregate two hundred thirty-eight thousand, three
Final Judgment and Order Page 11 of 21
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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 te Consumer Restitution in F7C v. Network
Services Depot.”

F. 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 Comumission counsel) within ten (10)
business days of realizing such proceeds.

G. All payments required to be made to the Commission or its agents or
representatives under this Section shall be used as equitable monetary relief to
redress consumer injury in accordance with the Section titled “Monetary Relief”
and shall be made by electronic funds transfer in accordance with directions
provided by the Commission.

V1.
LIFTING OF THE ASSET FREEZE
IT IS FURTHER ORDERED that the freeze of the assets pursuant to the Stipulated

Prelimtnary 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
have been transferred, as evidenced by a letter confirming receipt of same from counsel for the
Commission, the freeze of the remaining assets shall be lifted permanently.
VIL
FORFEITURE ACTION
IT IS FURTHER ORDERED that, with respect to any assets seized from Bank of
America Accounts in the name of Bikini Vending Corporation by the Federal Bureau of
Investigation, including approximately one million, five hundred twenty-four thousand dollars
($1,524,000), which is or has been the subject of U.S. v. §1,524,438.90, SACV 04-910-AHS-
MLG (C.D. Calif.):

Al Within five (5) business days of the date of entry of this Order, Defendants shall
release any and all claims they may have to such assets.

B. 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 counsel or otherwise.

C. Such assets and their proceeds may be transferred by the Office of the United
States Marshal, or its designated agent, to the Federal Trade Commissicn, or its
designated agent.

D. Any such assets transferred to the Commission shall be used as equitable
monetary relief to redress consumer injury in accordance with the Section titled
“Monetary Relief” and shall partially satisfy the monetary judgment set forth in
that section,

VIIL.
CUSTOMER LISTS

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

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

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 of the
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. In addition, the Commission is authorized to use all other lawful means, including
but not limited to:

1. 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;

2. 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

C. Defendants each shall permit representatives of the Commission to interview any
employer, consultant, independent contractor, representative, agent,

or employee who has agreed to such an interview, relating in any way to any
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conduct subject to this Order. The person interviewed may have counsel present.
Provided however, that nothing in this Order shall limit the Commuission’s lawful use of
compulsory process, pursuant to Sections 9 and 20 of the FTC Act, 15 U.S.C. §§ 49, 57b-1, to
obtain any documentary material, tangible things, testimony, or information relevant to unfair or
deceptive acts or practices in or affecting commerce (within the meaning of 15 U.S.C. §
45(a)(1)).
X.
COMPLIANCE REPORTING
IT IS FURTHER ORDERED that, in order that compliance with the provisions of this
Order may be monitored:
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 (inchuding
self~employment), and any change in such Defendant’s ownership
i 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
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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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.
B. 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 penaity 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:
I 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
mmbers 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

business or employment; and
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c. Any other changes required to be reported under Subsection A of
this Section.
2, For all Defendants:
a. A copy of each acknowledgment of receipt of this Order, obtained
pursuant to the Section titled “Distribution of Order;” and
b. Any other changes required to be reported under Subsection A of
this Section.

C. Each Defendant shall notify the Commission of the filing of a bankruptcy petition
by such Defendant within fifteen (15) days of filing.

D. For the purposes of this Order, Defendants shall, uniess 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, Inc., CV-5-05-0440-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:

DEBrefl@fic.cov.

E. For purposes of the compliance reporting and monitoring required by this Order,
the Commission is authorized to communicate directly with each Defendant and
Relief Defendant.
XI.
RECORD KEEPING PROVISIONS
IT IS FURTHER ORDERED that, for a period of eight (8) years from the date of entry

of this Order, Defendants, in connection with any business where any Defendant is the majority
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owner of the business or directly or indirectly manages or controls the business, and their agents,
employees, officers, corporations, and those persons in active concert or participation with them
who receive actual notice of this Order by personal service or otherwise, are hereby restrained
and enjoined from failing to create and retain the following records:

A, Accounting records that reflect the cost of goods or services sold, revenues
generated, and the disbursement of such revenues;

B. 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;

C. 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;

D. Complaints and refund requests (whether received directly, indirectly, or through
any third party) and any responses to those complaints or requests;

E. Copies of all sales scripts, training materials, advertisements, or other marketing
materials; and

F. All records and documents necessary to demonstrate full compliance with each
provision of this Order, including but not limited to, copies of acknowledgments
of receipt of this Order required by the Sections titled “Distribution of Order” and

“Acknowledgment of Receipt of Order” and all reports submitted to the FTC
pursuant to the Section titled “Compliance Reporting.”
XI1.
DISTRIBUTION OF ORDER

IT IS FURTHER ORDERED that, for a period of five (5) years from the date of entry
Final Judgment and Order Page 18 of 21
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of this 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 (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 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 Sectien titled
“Compliance Reporting.” For curent personnel, dehivery 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

where an Individual Defendant is not a controlling person of a business but

Final Judgment and Order Page 19 of 21
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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
the Order, within thirty (30) days of delivery, from all persons receiving a copy of
the Order pursuant to this Section.

XIII.
ACKNOWLEDGMENT OF RECEIPT OF ORDER
IT IS FURTHER ORDERED that each Defendant and Relief Defendant, within five (5)
business days of receipt of this Order as entered by the Court, must submit to the Commission a
truthful swom statement acknowledging receipt of this Order.
X1V.
SEVERABILITY
IT IS FURTHER ORDERED that the provisions of this Order are separate and
severable from one another. If any provision is stayed or determined to be invalid, the remaining
provisions shall remain in full force and effect.
XV.
RETENTION OF JURISDICTION
IT IS FURTHER ORDERED that this Court shall retain jurisdiction of this matter for

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

v
IT IS SO ORDERED, this Y day of [22“?’ A ,200?’
Dated: OC[
2 /4 ; TTOYDD. GE

s
GE -
U.S. DISTRICT/COURT JUDGE
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Respectfully submitted,
/sf Lisa D. Rosenthal

Final Judgment and Order

LISA D. ROSENTHAL

KERRY O’BRIEN

Federal Trade Commission

801 Market Street, Suite 570

San Francisco, CA 94103

Phone (415) 848-5100/ Fax (415) 848-5184
Email: lrosenthal@ftc.gov
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1 APPEARANCES OF COUNSEL: 1 EXHIBITS
2 2 Plantiff's  Description Marked
3 FOR PLAINTIFF: 3  ExhibitJB5 Federa Trade Commission 13
4 FEDERAL TRADE COMMISSION 4 Financia Statement of
5 BY: LAURA SCHNEIDER, ESQ. 5 Corporate Defendant
6 (te| ephoni ca |y) 6  Exhibit JB6 Schedule of Assetsand Debts 13
7 601 New Jersey Avenue, NW 7  Exhibit JBB7 U.S. Corporation Income Tax 13
8 Room 2141 8 Return
9 Washington, D.C. 20001 9
10 (202) 326-2503 10 INFORMATION REQUESTED:
11 Ischneider@ftc.gov 11  PAGES5,LINE3
12 12
13  Also present: 13
14 Charles Pidano (telephonicaly) 14
15 15
16 16
17 17
18 18
19 19
PO 20
D1 21
P 2 22
D 3 23
D4 24
D5 25
Page 3 Page 5
1 INDEX 1 Tuesday, June 23, 2009, 10:45 am.
2 Witnes 2 Los Angeles, Cdifornia
3  Jeffrey Benice 3
4  Examination by: Page 4 JEFFREY BENICE
5 Ms. Schneider  ----------------=--=--—- 5 5  wascdled asawitness by and on behaf of the
6 6 Plaintiff, and having been first duly sworn by the
7 EXHIBITS 7 Certified Shorthand Reporter, was examined and
8  Plaintiff's Description Marked 8 testified asfollows:
9  ExhibitJB1 Subpoenato Tegtify at a 7 9
10 Deposition or to Produce 10 MS. SCHNEIDER: For the record, thisisa
11 Documentsin a Civil Action 11  telephonic deposition. My nameis Laura Schneider. I'm
12 Exhibit B2 Fina Judgment and Order for 8 12 anattorney with the Federal Trade Commission. | am on
13 Permanent Injunction and 13  thephonein Washington, D.C., and present with meis
14 Other Equitable Relief 14  Charles Pidano, afinancial analyst with the Federa
15  Exhibit JBB3a Subpoenato Produce Documents, 13 |15 Trade Commission. Thatisit for the room herein D.C.
16 Information, or Objects or to 16 Mr. Benice, can you state for the record who is
17 Permit Inspection of Premises 17  present there.
18  Exhibit BB3b Subpoenato Produce Documents, 13 |18 THE WITNESS: Just me and the court reporter.
19 Information, or Objects or to 19
20 Permit Inspection of Premises 20 EXAMINATION
21  ExhibitJB4 Federa Trade Commission 13 21
22 Financia Statement of 22  BY MS. SCHNEIDER:
23 Individual Defendant 23 Q. Okay. And can you state your full name for the
24 24 record, please.
25 I 25 A. Jeffrey Steven Benice.

2 (Pages 2 to 5)
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Page 6 Page 8
1 MS. SCHNEIDER: And for the record, this 1  date isthat correct?
2 deposition is being taken under the case FTC versus 2 A. Correct.
3 Network Services Depat, et al., in the Digtrict of 3 Q. And you'e here pursuant to this notice on the
4 Nevada; and it's pursuant to Section 1X of the Permanent 4 reschedule request?
5  Injunction and Fina Judgment Order, and the FTC does 5 A. Correct.
6  reservetheright to reopen the deposition at alater 6 Q. Great. Haveyou prepared for this deposition by
7  dateif necessary. 7 discussing it with anyone else?
8 Q. Mr. Benice, | know you're a practicing attorney. 8 A. No.
9  Haveyou taken depositions during your tenure as an 9 Q. Mr. Benice, do you have any other namesthat you
10  atorney? 10  gounder?
11 A. Yes. Youdon't need to give me an admonition. 11 A. No.
12 Q. Okay. How many years have you been an attorney? |12 (Deposition Exhibit JB2 was marked for
13 A. | was admitted to the Cdifornia Bar in November 13  identification.)
14 of 1978. 14 BY MS SCHNEIDER:
15 Q. Okay. And have you been deposed in the past? 15 Q. I'dlikefor youtolook a now JB2 which weve
16 A. Yes. 16  marked, which isthe Fina Judgment and Order for
17 Q. About how many times? 17 Permanent Injunction and Other Equitable Relief.
18 A. I dontrecal. Atleast two. 18 A. Yes. | havethat.
19 Q. Whenwasthelast time? 19 Q. Andthat isin the case FTC versus Network
20 A. | couldnt tel you. By that | mean more 20  Services Depot.
21  than-- 21 Were you involved in the litigation in that
22 Q. Morethan five years ago? 22 case?
23 A. No, no. Severa years ago. 23 A. Yes
24 Q. Oh. So, asyou know, it'simportant to 24 Q. Inwhat capacity?
25  verbalize dl your answers, especidly since we're on the 25 A. | represented severa of the defendantsin
Page 7 Page 9
1 telephone. If you want meto repeat something, let me 1  conjunction with thelaw firm of Goe & Forsythe.
2 know. If you don't understand something, please let me 2 Q. Okay. And Charles Castro was one of the
3 know. 3  defendantsin that case?
4 A. Yes 4 A. Yes
5 Q. Okay. How are you feding today? 5 Q. You represented him?
6 A. Fine 6 A. Yes
7 Q. Okay. Areyou taking any medication that might 7 Q. Whenwereyou first hired by Mr. Castro?
8 interfere with your ability to recall or testify 8 A. | don't recal specificaly. '05or '06. |
9 truthfully today? 9  justdon'trecal. If you had something to refresh my
10 A. No. 10  memory. What wasthe year that this action wasfiled?
11 Q. Areyou experiencing any kind of condition that 11 Q. If you have the order, the temporary restraining
12 would affect your ability to recall or testify truthfully 12  order wasissued on April 6, 2005.
13  today? 13 A. Right. Yes. | wasretained in early '05.
14 A. No. 14 Q. Okay. And you represented him through Final
15 MS. SCHNEIDER: All right. Vaerie, if you 15  Judgment and Order?
16  could hand Mr. Benice JB1. 16 A. Correct. | till represent him.
17 THE WITNESS: I've got that. 17 Q. Andyou still represent him.
18 (Deposition Exhibit JB1 was marked for 18 A. Correct.
19  identification.) 19 Q. Thisfind order was entered on March 5th, 2009,
20 BY MS. SCHNEIDER: 20 by thecourt; isthat right?
21 Q. Great. Thisisthe notice of deposition. Did 21 A. That'swhat it says, yes.
22  youreceivethisnotice, Mr. Benice? 22 Q. Okay. When did you receive acopy of thisfina
23 A. Yes 23 order?
24 Q. Okay. And this deposition notice was for 24 A. ldontrecal. It wassometime after. | think
25  June9, but you requested the rescheduling for today's 25  thiswassent by email. Whenyou ask if | received it,
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Page 10 Page 12
1 whenl actually saw it was not on March 5th. 1 Section 1(c), the transfer of any funds?
2 Q. Okay. But you did receiveit shortly 2 A. | do not have theretainer funds.
3  theredfter? 3 Q. Sothat wasano?
4 A. Correct. 4 A. Correct.
5 Q. Andyou said by e-mail ? 5 Q. Theorder statesthen in Part 2 there --
6 A. | think thiswas served by e-mail, yes. 6  Part V(2) statesthat within ten business days of the
7 Q. That was served through the court system, the 7  dateof receiving actual notice of this order, that you
8  ECF system? 8 transfer the Benice funds to the Commission or its duly
9 A. Correct. 9  authorized agent.
10 Q. Did you provide copies of thisto your client? 10 A. Correct.
11 A. Yes 11 Q. Didyou take any action to comply with that
12 Q. Do you know approximately when? 12 section?
13 A. No. 13 A. Yes | did. Sowerereal clear, | took action
14 Q. Turning over in the order to Section V, 14  tocomply with Paragraph E; and as| said, it'safactual
15  Section V(E). 15  impossibility. | do not have --
16 A. My client a the time was incarcerated, and he 16 Q. Youdidn't transfer any fundsto the FTC?
17  isincarcerated. | believe thiswas sent by my officeto |17 A. No, | did not. | do not have the retainer
18 hiswife, Beth Castro, who in turn then forwards all 18  funds.
19  materiadsto him. He'sin the Chino State Prison. 19 Q. Canyou explain what happened to those funds?
20 Q. Okay. 20 A. Weél, yeah. | billed Mr. Castro about $700,000
21 A. You asked meto turn to what page? 21  inlegal fees over the past four and a half years, both
22 Q. Page 10, Section V, Turnover of AssetsHeldby |22 inthisaction and his criminal proceedings. He paid me,
23 Third Parties. 23 if | recall, a$350,000 retainer that was spent in legal
24 A. Correct. 24 feesover the course of that representation, actualy,
25 Q. Actudly, if you turn to page 11, 25  severd yearsago.
Page 11 Page 13
1 SectionV(E) - 1 Q. Areyou saying prior to when the court
2 A. Correct. 2 ordered -- prior to the March 5th order?
3 Q. --that section orders you to segregate, under 3 A. Absolutely. Like about probably three years
4 section (a), $238,300. 4 ago. Again, I'm certain, two to three years ago, |
5 A. Correct. 5  beievethose fees were dissipated.
6 Q. And then it designates those funds as retainer 6 Q. Okay. Let mecome back to that in alittle
7  funds subject to consumer regtitution in FTC versus 7  while Let'slook at the next exhibit, JB3aand JB3b.
8  Network Services Depot. 8 (Deposition Exhibits JB3a and JB3b were marked
9 A. Yes 9  foridentification.)
10 Q. Then, under Letter C, transfer the Benice funds 10 BY MS. SCHNEIDER:
11  toatrust account maintained by the law firm of 11 Q. Avrethese the subpoenas that you received for
12 Jeffrey S. Benice 12 documents from the Federal Trade Commission addressed to
13 A. Correct. 13  both you and to Jeffrey S. Benice, Professiona Law
14 Q. Just for the record, that isyour law firm, the 14  Corporation?
15 Law Firmof Jffrey S. Benice? 15 A. Look to be, yes.
16 A. Correct. 16 Q. Didyou fill out both individual and corporate
17 Q. Okay. Canyou tell mewhat, if any, actionsyou 17  financia statements pursuant to these notices?
18  took to comply with Section 1(a), segregating the funds? |18 A. | believel did. I think I provide backup
19 A. None. It'satheoretical and factual 19  information.
20  impossibility. | don't have $238,300 in funds. 20 Q. And backup information. Okay. All right.
21 Q. Okay. Didyou take any action to designate any 21 MS. SCHNEIDER: The next four exhibits are JB4,
22 fundsunder section (b)? 22 JB5,JB6, and JB7.
23 A. No. | don't have any such funds, as had been 23 (Deposition Exhibits JB4, JB5, JB6, and JB7 were
24 reported to the court many, many years ago. 24 marked for identification.)
25 Q. Didyou take any action to comply with 25 THE WITNESS: Just a second.
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Page 14 Page 16
1 BY MS SCHNEIDER: 1  someinformation -- some further information concerning
2 Q. I'vemarked theindividual financias as JB4, 2 the'07 tax return. For example, there's that "sample
3 being from Jeffrey S. Benice -- 3 checkswritten" on the last page. That's from an audit.
4 A. Correct. 4 Not anaudit. It'sfrom acash-flow analysis of my tax
5 Q. -- andthe corporate financias as JB5 from the 5  returnsthat was actually generated in my divorce.
6  Jeffrey S. Benice Professional Law Corporation. 6 Again, al I'm sayingisit'savariable
7 A. Correct. 7  dtuation and that's why, over atwo- or three-year
8 Q. JB6isthe Schedule of Assets and Debts that 8  period of timein my divorce, there was aforensic
9  look like from the divorce proceeding. 9  accounting done. What the forensic accounting concluded
10 A. Correct. 10  wasthat my average annual income -- it made conclusions
11 Q. AndJB7isatax return from 2007. 11  about my average annua income and average gross revenues
12 A. Draft. Not filed. 12 based on the former three years.
13 Q. Draft, yes. And those are all documents you 13 Q. Let mejust go back one second. The sample
14 provided to the FTC in response to those subpoenas, the |14 deposits and the sample checks -- I'm looking at the last
15 JB3aand-3b? 15  two pages of JB7 -- you didn't provide the full cash flow
16 A. Right. And| think | also provided you with a 16  anaysis, though, did you?
17  lawsuit I'minvolved in concerning a dispute with the 17 A. [ justdon'tremember. I'd havetolook.
18 IRS. 18 Q. Okay. If you do havethat, | would ask that you
19 Q. Right. And wasthere anything else? 19  provideit. | have not received that.
20 A. I'd haveto go back and look. | can't answer 20 A. Okay.
21  that. Therewere severa setsof documents | sent off. 21 Q. With respect to the documents JB4 and JB5,
22 Q. Okay. Looking at the financials JB4 and JB5, 22 those, you said, were accurate as to the date you signed
23  did you prepare those documents? 23 them. That was May 24th of 2009; isthat correct?
24 A. That's my handwriting, yes. 24 A. Correct.
25 Q. Wheat type of documents did you rely on to 25 Q. You mentioned the divorce proceedings. Isthat
Page 15 Page 17
1  preparethose? 1  ill pending?
2 A. None. My memory. And that's why, in addition, 2 A. Correct.
3 | submitted the income -- that Schedule of Assets and 3 Q. Soyou aretill currently married at thistime?
4  Debtsin my divorce. 4 A. There'snot afina judgment.
5 Q. And to the best of your knowledge, are these JB4 5 Q. Okay. When was the divorce proceeding filed?
6  and JB5-- let'sdo JB4. Isthat an accurate reflection 6 A. February '07, | believe.
7 of your individual financia condition at thistime? 7 Q. Wherewasthe casefiled?
8 A. Asof thedate! signedit, yes. 8 A. InOrange County.
9 Q. For JB5, isthat an accurate reflection of the 9 Q. Do you know the case number?
10 financia condition of the Jeffrey S. Benice Professional 10 A. It'son the document | gave to you.
11  Law Corporation? 11 Q. Oh, it'son that JB6 sheet?
12 A. Asof the datethat it was signed, yes. | mean, 12 A. Correct.
13 I havealaw firm that some days I'm bouncing checks, 13 Q. If youlook at page -- oh, thereisit is.
14  somedaystherésmoney. That'swhy | provided youwith (14  07D001362?
15  acopy of thetax returns and, | think, the draft tax 15 A. Correct.
16  returnsand the "sample check written." | guessit'sthe 16 Q. Okay. Who filed the divorce proceeding?
17  audit that | wasinvolved inin my divorce that kind of 17 A. Weboth did. Onewas consolidated, if | recall.
18  did atwo- to three-year analysis of cash flow, what my 18 Q. Okay. What were the grounds stated?
19  averageannua cash flow isand my average annual 19 A. Thereareno groundsin Caifornia. Andwhy is
20  income-- 20  that rdlevant? So | wouldn't answer it anyway.
21 Q. For JB6, the Schedule of Assets and Debts, all | 21 Q. Wdll, werelooking at all assets.
22 received was this four-page document. 22 A. Wadll, you've got them right here.
23 A. Correct. 23 Q. Wdll, let me -- looking at, in JB4, Item No. 2,
24 Q. Moretoit? 24 youare ill currently married, and you have not filled
25 A. No. What | was saying is| thought there was 25  out information about your spouse.
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1 A. I'mnot married. I'minadivorce proceeding -- 1 accurate or not, whether my guesstimate is accurate or
2 legdly separated, actually, asof '06. | have no 2 not, | don't know. It depends on what a court ultimately
3 information about her. 3 does
4 Q. Weéll, you say you have no information, but you 4 Q. Isthat spousa support pursuant to an agreement
5  couldfill out Item No. 2 -- her name, Socid Security 5  that you made with Stacy Emerald?
6  number, place of birth, date of hirth. 6 A. No, it'snot. It's pursuant to acourt order.
7 A. I'm not authorized to give that information to 7 Q. Okay. And that court order was as of
8  anybody. I'mnot married to her. | don't have a spouse. 8  February '07?
9 I'minadivorce proceeding. A fina judgment hasn't 9 A. No. Therewasalengthy proceeding. | don't
10  beenentered. Under Cdifornialaw, everythingis 10  remember the exact date of the court orders. The
11  separate property from the date of separation. | was 11 origina court order -- | think | identified it in these
12  separated sometimein '06, the summer of '06. I'm not 12 papers-- wasthat | was supposed to pay $24,000 amonth,
13  authorized to give any information about her at dl. 13 | think the figure was, in combined spousal and child
14 Q. Authorized by whom? 14 support. It was subsequently reduced, | believe, in
15 A. By her. 15  October of '08, to $13,500 in spousal support only.
16 Q. How long were you married? 16 Q. You have adaughter, Isabellg; isthat right?
17 A. Fiveand ahaf years. 17 A. Correct.
18 Q. Your wife, her namewas -- or is Stacy Emerad 18 Q. Issheliving with you?
19  Benice? 19 A. Yes
20 A. Not Benice. Stacy Emerald. 20 Q. InItem No. 30 on the previous page --
21 Q. Emerald isher maiden name? 21 A. What page are you on again?
22 A. Correct. 22 Q. It'spage 13 of JB4.
23 Q. Do you know where she'sliving at thistime? 23 A. Okay. I'vegot it.
24 A. |think shestill lives at 38 Remington. 24 Q. Number 30, Transfer of Assets.
25 Q. That'sthe Aliso Viejo property? 25 A. Gotit.
Page 19 Page 21
1 A. Correct. 1 Q. Youdidn't list any transfersto Stacy Emerald
2 Q. Do you know if she'sworking at thistime? 2 withinthelast three years. Have there been any
3 A. | havenoidea 3 transfersto her?
4 Q. Yousadthedivorceisnot technicaly final. 4 A. No.
5 Haveyou agreed to a certain settlement at this point? 5 Q. The property at 38 Remington in Aliso Vigjo, who
6 A. No. 6  ownsthat currently?
7 Q. ItemNo. 31, turnto. It'sin JB4, the Summary 7 A. Thename on title has aways been Stacy Emerald.
8  Financid Schedules. It states that you have spousal 8 Q. It'sawaysbeen Stacy Emerald?
9  support, $13,000 a month. 9 A. Correct. She'sontheloan. It may be Stacy
10 A. Correct. 10  Emerad Benice. | don't remember. But it's aways been
11 Q. Andit says"for at least 12 moremonths.” What |11 inher name, and she's the obligor on the loan.
12  doesthat mean? 12 Q. Okay. Inltem No. 1 on JB4, under "Previous
13 A. |don'tknow. It'smy estimate. 13  Addresses," you lived at the 38 Remington address --
14 Q. Why isit for only 12 more months? Canyou 14 A. I'msorry. What item?
15 explain? 15 Q. ItenNo. 1.
16 A. Wéll, I've been paying spousal support since 16 A. Gotit.
17  February of '07, if that was the date the petition was 17 Q. Andthisisjust information about you. It says
18 filed. Under Californialaw, spousa support, in most 18 38 Remington, Aliso Vigjo, owned from 2000 to 2006. Then
19  cases, won't exceed one-half the length of the marriage, 19  itsays"dispute” What doesthat mean?
20  assumingitisnot along-term marriage. A long-term 20 A. What page are you on?
21  marriage under Caifornialaw would be defined asa 21 Q. Page 2 of JB4, your individual financial
22  marriagetypicaly in excess of seven or eight years of 22 statement.
23 duration. 23 A. Allright. Let mefindit. Well, you asked me
24 So my guesstimate is | won't be paying spousal 24 addressesand do | rent or own. | had abelief that |
25  support beyond the next 12 months. But whether that's |25 had an ownership interest in the property.
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1 Q. Okay. Andisthat ill in dispute? 1 "unknown' refer to?
2 A. | don't believeit will be any longer. 2 A. | have no knowledge of what that house is worth
3 Q. Why nat? 3 today. | suspect -- I've been told it's worth less than
4 A. Because of recent Cdiforniadecisions. 4 thelien amount on thefirst. So there€'sno equity in
5 Q. What -- can you explain what you're talking 5 thehouse.
6  about? 6 Q. Canyou explain what you mean by that?
7 A. There'srecent casesthat say that essentidly, 7 A. Theré'sno equity inthe house. | think the
8 if titleisheld during the marriage as sole and separate 8  firstisabout $800,000.
9 by aparticular person, then it is sole and separate. 9 Q. Thefirst mortgage?
10  It'snot community property. 10 A. Correct. Sothere'sno equity. Ontop of that,
11 Q. When you first -- when was the property first 11  theré'san IRStax lien on the house.
12 purchased? Wasthat in 20007 12 Q. Right.
13 A. | think it was 2000. 13 A. That'swhy | don't believe payments are being
14 Q. Okay. And do you recal what was the down 14  made on the house any longer.
15  payment for the house? 15 Q. What istheloan history on the property? Was
16 A. No. | think it was 150,000. Something like 16 that first mortgage taken out in 2000? Were there any
17  tha. 17  other mortgages at the time?
18 Q. And do you recall who provided the down payment? (18 A. Thefirst wasrefinanced at some stage. | don't
19 A. The mgority came from me. 19  remember when.
20 Q. Why did you put the -- or you and your wife at 20 Q. Okay. Wasthere ever ahome equity taken out as
21  thetimedecide to put the house in her name only? 21 wdl?
22 A. Because she could qualify for the loan. 22 A. No.
23 Q. Based on what? 23 Q. Soitwasjust the first mortgage that ended up
24 A. | don't know. Shecould qualify on the loan. 24 bheing refinanced?
25  Shehad agood credit score. 25 A. Correct.
Page 23 Page 25
1 Q. Atthetime, did she have any income? 1 Q. Attherefinance stage, who paid the closing
2 A. Shehadincome. Some. 2 costsfor that?
3 Q. What type of work did she do? 3 A. | don't remember. | think it was refinanced
4 A. Shehad been working for a construction company, 4 when we were separated during an earlier separation. She
5  but not aparticular time. 5 padit.
6 Q. What was her gpproximate income back at the 6 Q. 1n 2006, you mentioned -- well, your statement
7  time? Do you know? 7  saysthat you owned it from 2000 to 2006. | guessyou --
8 A. | don't know. 8  canyou explain -- did you believe you co-owned it during
9 Q. During the time that -- from 2000, from the time 9  thattime?
10 thehouse was bought, you were living there from 2000 to 10 A. Il'veawaysbelieved that | had someinterestin
11 2006? 11 it
12 A. Correct. 12 Q. Doyou dill believe that you have --
13 Q. Andwho was making the mortgage paymentsduring |13 A. Notif I follow what the case says.
14  thattime? 14 Q. You mentioned that during the divorce --
15 A. | don't remember. | think she made them out of 15 A. Go ahead.
16  her bank account. | may have made sometoo. There 16 Q. -- there was aforensic accounting done.
17  wasn't any particular formula. The money camefrommeto |17 A. Correct.
18  makethe payments. 18 Q. When wasthat finalized?
19 Q. Okay. Soeven the money out of her bank account 19 A. | don'trecdl. Itwasalong process. It took
20  camefromyouaswel? 20  about ten months.
21 A. For the most part. 21 Q. Do you haveacopy of that?
22 Q. Onthedivorce Schedule of Assets and Debtson 22 A. Yes, | do.
23 JB6, you vaued the house at 1.1 million. Then -- 23 Q. Do you have acopy of that final accounting?
24 A. Then. Thenl did. 24 A. Yes | do.
25 Q. Okay. Andit states"unknown." What doesthe 25 Q. Okay. | ask that you provide a copy of that.
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Page 26 Page 28
1 A. Okay. Just send me an email to remind me. 1 A. ltwasjustthe EMC. But | might bewrong. |
2 Q. Of course. Soisit correct, if | state that 2 don't remember exactly. It was a sub-prime-type loan
3 thehouse a 38 Remington was then never sold, that 3 that wasin vogue during that time frame.
4  Stacy Emerald continuesto live there and hold title 4 Q. Wereyou till living init when it was
5  despitethelien? 5  foreclosed?
6 A. Correct. 6 A. No.
7 Q. When you moved out of that residence, did you 7 Q. Who was paying for the utilities there -- the
8  takeany of the assets from the residence? 8  water, dectric, cable -- before it was foreclosed?
9 A. | took some persona property. My clothes, 9 A. | did, until I had moved out.
10  thingslikethat. 10 Q. Why did you move out?
11 Q. The home addressthat you provided subsequentto |11 A. Becauseit was going to be foreclosed.
12 that, 21 Arboretum -- 12 Q. You stopped making payments a some point?
13 A. Correct. 13 A. Yes
14 Q. --it statesthat you rented from 2006 to 2007. 14 Q. How long did you make the payments for? From
15 A. | rented for aperiod of time, yes. 15  whentowhen?
16 Q. And then you purchased it and owned it from 2007 |16 A. 1just don't remember. At some period of time
17  t02009? 17  thevauedropped precipitoudy in the area.
18 A. Correct. 18 Q. What'sthe loan history on that property?
19 Q. Itwasarenttoown? Isthat how it worked? 19 A. | don't understand what you mean.
20 A. No. It waslease option deal through a broker. 20 Q. Wasthere afirst mortgage?
21 Q. Wasthat asingle-family home? 21 A. Therewasafirst and a second on the property.
22 A. No. Town house. 22 Q. Who took out thefirst mortgage?
23 Q. When you purchased it, did you own that property |23 A. It wasthe same person, this co-investor.
24 outright? 24 Q. That'sthe person you can't remember his name?
25 A. No. 25 A. Correct.
Page 27 Page 29
1 Q. How wasit held? 1 Q. What about the second mortgage?
2 A. Through the brokers -- the broker was the actua 2 A. Same. Samething.
3 owner, or hehad aninvestor init. Sol had aquitclam 3 Q. Wasit ever refinanced?
4 deed. Buttheir loan wasin somebody else's name. 4 A. No.
5 Q. Whose name was the loan in? 5 Q. Do you know, wasit sold at foreclosure?
6 A. | dontrecall. 6 A. | havenoidea
7 Q. What's the name of the owner of 21 Arboretum? 7 Q. Do you know what the balance owed was?
8 A. 1 don't know. It subsequently went to 8 A. No. Probably in excess of $500,000. | think
9  foreclosure and was short-sold. It went to aforeclosure 9  theloan amount was 550. | think thefirst and the
10 sde | bdieve. 10  second combined was about 550. And eventually the values
11 Q. When wasthat? 11  inthat community dropped under $400,000.
12 A. Some months ago. 12 Q. Sothe mortgage was not in your name, but you
13 Q. Nine months ago, you say? 13 werepaying the utilities and property taxes and the
14 A. No. | said, "some months ago." Maybe six 14  mortgage payment?
15 monthsago. | don't remember. It might be ayear ago. 15 A. | never paid property taxes.
16 Q. Wereyou paying -- making mortgage payments? 16 Q. Okay. Who paid the property taxes?
17 A. For aperiod of time, yes. 17 A. Nobody. Well, strikethat. | may have made a
18 Q. For about how long? 18  property tax payment. | just don't remember. But things
19 A. | don't know. 19  changed when the market went south.
20 Q. What were the mortgage payments? Do you recal? |20 Q. Did you have homeowners insurance?
21 A. | think the total was about 3500 a month. 21 A. | don'tremember. | may have. | didn't have
22 Q. Who were you making them to? 22 homeowners-- | think | had rentersinsurance for a
23 A. | don't remember specificaly. It might have 23 while. | don't remember if | had homeownersinsurance or
24 beenEMC. 24 whether there was apolicy that was part of the mortgage
25 Q. Canyou spdll that? 25 | waspaying. | don't remember.
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1 Q. Onthe JB6, the Schedule of Assets and Debts -- 1 Q. Whoisthat?
2 A. Yes 2 A. Dan Harkey.
3 Q. -- you mentioned it was worth approximately 3 Q. And how much do you pay in rent per month?
4 550,000. That was-- 4 A. |identified it here. It's 6,000 a month.
5 A. Atthat pointintime, | put the grossfair 5 Q. Areyou current on those payments?
6  market value 550. Correct. 6 A. Yes
7 Q. Under -- onthat -- let'ssee. Whereisthat? 7 Q. Isthisaleaseto-own situation aswell?
8  Number 24, on thelast page of JB6, it says"Other debts: 8 A. No.
9  Mortgage 21 Arboretum.” Thenit says"See I&E 2/22/08 | 9 Q. Areyou adso paying the utilities on the
10 for other debts.” 10  property?
11 A. Correct. 11 A. Yes
12 Q. Whatisthel&E? 12 Q. What about the property taxes?
13 A. That'sjust anincome and expense statement. 13 A. No.
14  It'sanincome and expense statement. 14 Q. Do you have any renters insurance on the
15 Q. Okay. Do you have acopy of that? Wouldyoube (15  property?
16  ableto providethat to me? 16 A. | don't think so.
17 A. Yeah. | canprovidethat. | think that just 17 Q. Do you own any other red estate in the
18  might have some credit cards that weren't on this. | 18  United States?
19  don't think credit cards were on this. | don't know. 19 A. No.
20  They were Visa, Merrill Lynch. 20 Q. Doyou know if Stacy Emerald owns any other rea
21 Q. Okay. Would you be able to provide a copy of 21  edtaeinthe United States?
22 that? 22 A. No.
23 A. Yeah. 23 Q. Aside from 21 Arboretum and 38 Remington, have
24 Q. Okay. Thank you. On JB5, the corporate 24 you, inthe past five years, owned any other redl
25  datement, Item No. 22, which would be page 10 -- 25  property?
Page 31 Page 33
1 A. Pagewhat? 1 A. No.
2 Q. Ten. 2 Q. Anddo you know if, in the past five years,
3 A. Gotit. 3 Stacy Emerad has owned any other redl property?
4 Q. Okay. You stated "none" in response to the 4 A. No. When| say that | don't know, shedid
5  question of real property held by the corporation. 5  something | didn't know about, my own personal knowledge
6 A. Correct. 6 s, isthat other than 38 Remington, she didn't own any
7 Q. Okay. Sothelaw firm doesn't own any property 7  other property.
8 aadl? 8 Q. Inthepast five years-- well, currently, do
9 A. No. 9  youown any red estate outside the United States?
10 Q. Okay. And-- 10 A. No.
11 A. | sublease office space. 11 Q. Andinthe past five years, have you owned any
12 Q. Sublease. Okay. And isthere any property that 12  outsdethe United States?
13  youholdintrust for your daughter or for Stacy Emerdd? |13 A. No.
14 A. No. 14 Q. Atthistime, do you hold any mortgages?
15 Q. Thecurrent addressthat you live at, 10 Mission 15 A. No.
16 Ridge-- 16 Q. Talking about persona property you mentioned
17 A. Correct. 17  Dbefore, if wetakealook at Item No. 20 on JB4, which
18 Q. -- whereisthat located? 18  would be page starting a page 8 and continuing on
19 A. LaderaRanch, California. 19 page9--
20 Q. Andwho ownsthat? 20 A. Onwhat? JB4?
21 A. | don'tknow. | leasethat property. 21 Q. Right. Your individua financia statement.
22 Q. Whodoyou leaseit from? 22 A. Gotit.
23 A. It'sared estate company called Point Center. 23 Q. Okay. You state the current value is about 8-
24 Q. Do you have any relationship to them? 24 t0$10,000 of persona property.
25 A. Theownerisafriend of mine, actualy. 25 A. | havenoidea. That'saguesstimate. My
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1  experienceisthat persond property haslittle, if any, 1 Harley-Davidson that she sold or took aloan against or
2 vaue. Andthat'sjust fromlooking at Craigdist, 2 did something.
3 thingslike that. 3 Q. That'slisted separately, though; isthat right?
4 Q. Okay. On JB6, you mention that you have 4 You havethat under "Other Assets' on JB6.
5  persona property worth 25,000-plus. That's under No. 2, 5 A. I dontknow. That'sapiece of persona
6  Household Furniture, Furnishings, Appliances. 6  property that had some vaue.
7 A. That'saguesstimate. 7 Q. Okay. What about any of the other itemsyou
8 Q. Canyou explain the difference between the 8 mentioninJB6?
9  25,000-plus and the 8- to 10,000? 9 A. Wdl, likewhat?
10 A. No. I'mmoreredistic, given what I've learned 10 Q. Grand piano, photographs, oil paintings.
11 when| seeinformation on Craigdist, today versusayear |11 A. Yeah. It'sall persona property, just standard
12 ago, where personal property issold for pennies on the 12 stuff. Theré'sno Monets, no expensive pieces of art.
13 ddlar. 13  It'sthe standard stuff you seein a person's home.
14 Q. Theitemsthat you list on JB6 under this 14 Q. But you mentioned some of that isat 10 Mission
15  25,000-plus-- sofa, table, flat screen, the dressers, 15 Ridge. What other furniture, clothes, jewdry isat
16  old paintings, photographs, books -- are those the same 16  Mission Ridge?
17  itemsthat you're mentioning here on JB4, the 17 A. Wadll, my persond clothes are at Mission Ridge.
18  miscellaneous furniture? 18 Q. Andthat'sit?
19 A. Yes 19 A. Waéll, my persona clothesand living items.
20 Q. Okay. Haveyou sold any itemsfromthetimeyou |20  Vehiclesthat I'veidentified. My vehiclesareat
21  listed them on JB6 to the time you listed them on JB4? 21 Mission Ridge.
22 A. No. | don't have possession of them. 22 Q. Youmention on JB6, No. 3, there's miscellaneous
23 Q. Wherearethey? 23  watches, photographs, guitars, oil paintings,
24 A. They'reat 38 Remington. That'swhat it says. 24 collectablesfrom World Series.
25 Q. Okay. Sotheitemsyou'relisting on JB4, are 25 A. Correct.
Page 35 Page 37
1 thosethe sameitemsat 38 Remington? 1 Q. World Series and stereo?
2 A. Forthemost part, yes. | believethat | 2 A. Correct.
3 have-- ultimately, I'll get somekind of credit for some 3 Q. Where are those items located?
4 kind of personal property at the house. It's community 4 A. AtMissonRidge. Excuseme. At 38 Remington.
5  property. 5 Q. Those are separate items worth approximately
6 Q. OnJB4you list property location as 10 Mission 6 25,0007
7  Ridge. Which property are you referring to there? 7 A. Insofar asvaueis concerned, | have no opinion
8 A. Onwhat? Which one? 8  today of what anything isworth.
9 Q. OnJB4, till at Item 20, on page 9. 9 Q. But at thetimeyou filled out this, you had --
10 A. Yes. My personal property istheoreticaly in 10 A. Yeah. | estimated. Asfor purposesof a
11  both locations, assuming she hasn't sold any moreof my |11 community property division, | gave an estimate of that
12 persond property. 12 vaue That'scorrect.
13 Q. Areyou aware of whether Stacy Emerald has 13 Q. Okay. But those -- what I'm seeing istwo
14 sold-- 14 different items, No. 2 and No. 3 there. Isthat correct?
15 A. Wadll, I'm not aware of what she's actudly done. 15 A. Correct.
16 | know that there'sthings I've never gotten back that 16 Q. So, intota, those two different items at the
17  I'veasked for many times. 17  timetotaled approximately 50,000-plus?
18 Q. Do you have a couple examples? 18 A. | don'tknow. Those are my estimates.
19 A. Yeah. My motorcycles, for example, that 19 Q. Right.
20  disappeared. So I'm assuming that they're gone, sold, or |20 A. And| believethey are grossy exaggerated at
21  shedid something with them. 21  thisstage, just based on what I've subsequently learned
22 Q. Which motorcycles are those? 22 about values of persond property from perusing
23 A. | had aHarley-Davidson. 23  Craigdist and eBay.
24 Q. How many motorcycles? 24 Q. Asfar asyou know, have you sold any of those
25 A. | had aHarley-Davidson. It wasa 1998 custom 25 itemsinNo. 2 or No. 3?
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1 A. No. 1 A. No, | did not.
2 Q. Do you have any of these pieces of jewelry at 2 Q. Haveyou seen any proceeds from it?
3 your location in 10 Mission Ridge? 3 A. lwishldid. No.
4 A. | havewatchesthat | wear. 4 Q. And you aso mention the 2007 Ducati 748. |s
5 Q. What are the watches worth that you own? 5 that dso amotorcycle?
6 A. lhavenoidea | havesome-- | haveafriend 6 A. Correct.
7 who'sinthe jewdry business, and he gets knock-off 7 Q. Haveyou --
8  watchesthat | pay $100 for that look like a 8 A. | have possession of that vehicle.
9  thousand-dollar watch. |I'm assuming they're not worth 9 Q. Youhaveit a 10 Mission Ridge?
10  anything. | have aRolex that | bought about 20 years 10 A. Correct.
11  agofor $2500. But | don't give estimates of value, 11 Q. Going back to JB4, looking at Item No. 21, the
12 given what goes on this marketplace today. 12 vehicles, you'velisted three different automobiles here.
13 Q. Aside from the Rolex, do you have any other 13  Areyouleasing al three of those automobiles?
14 jewdry that -- 14 A. Whichoneareyou a now?
15 A. A pair of cufflinksthat -- pardon me? 15 Q. JB4, Item No. 21.
16 Q. Asidefrom the Rolex you mentioned, do you have |16 A. Yes. Let mejust double-check. I'm leasing the
17  any other jewelry or artwork that's worth more than $500? (17  BMW and the Porsche. The Jeep, | think, is a purchase.
18 A. | haveapair of cufflinks | bought probably 20 18  I'muncertain about that. It's either apurchase or a
19  yearsago. | think | spent $1800 on them. 19 lease It'sapurchase. It'snot alease.
20 Q. AlsoonJB6, under No. 16, under "Other Assets" |20 Q. Okay. Solet mego through them one by one.
21  youlisted photographs for charitable art deduction -- 21  TheBMW, that'sa 2003 BMW 745?
22 A. Correct. 22 A. Correct.
23 Q. --worth 100,000 at the time. 23 Q. And how much are you paying per month on that?
24 A. Correct. 24 A. $700. Something like that.
25 Q. What were those? 25 Q. 750 amonth?
Page 39 Page 41
1 A. Every year | have been in atax shelter program 1 A. Something like that, yeah.
2 where photographs are purchased, held for ayear and a 2 Q. Areyou current on those payments?
3 day, and then donated to amuseum. I'vebeendoingthat | 3 A. Yes
4 since about 2001, | think. 4 Q. And the 2004 Porsche Turbo, you're paying 1200 a
5 Q. Do you have any of those currently? 5  month?
6 A. No. My last donation was made last year. 6 A. Approximately, yes.
7 Q. In2008? 7 Q. And areyou current on that?
8 A. Correct. | think it was2007. | would haveto 8 A. Yesh.
9  look. 9 Q. And those leases are in your name?
10 Q. Okay. 10 A. Yes
11 A. | did not make a2008 deduction. 11 Q. Areyou paying -- are you making those payments,
12 Q. Okay. 12 orissomeone making them on your behalf?
13 A. Excuseme. Contribution. 13 A. | makethem.
14 Q. Inthat same section you aso listed the 14 Q. When do the leases expire?
15 Harley-Davidson. Isthat the motorcycle you were just 15 A. | don't know.
16  talking about earlier? 16 Q. Haveyou paid any of it in advance?
17 A. | don't haveitinfront of me. Which oneare 17 A. No.
18  youlooking at again? 18 Q. You said the Jeep Wrangler --
19 Q. JGB6, Item No. 16, under "Other Assets.” 19 A. Wadl, let me make sure. These leases were
20 A. Correct. 20  rewritten to reduce the payments because | wasin
21 Q. That'sthe motorcycle that you haven't seen but 21  default. Thisisabout eight monthsago. | paid a
22  youbelieveit waslast seen at the Aliso Vigo -- 22 totd, | think, of 8- or 9,000 dollars to have the leases
23 A. Yesh. | understand that it was sold or made to 23 rewritten and the paymentsreduced. So | think these
24  disappear. Yes. 24 leasesare now like two or three years out.
25 Q. Butyoudid not sdll it? 25 Q. Okay. Soyou said -- how long were you in
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1 defaultfor? 1 It wasbought severa years ago.
2 A. 1think, 90 days. Something likethat. | don't 2 Q. Didyou have to rewrite the lease on that one as
3 remember precisdly, but it was more than two payments. 3 wdl?
4 Q. And you had to pay approximately 8- to 9,000 4 A. No. It'snot alease. It'sapurchase.
5 dollars? 5 Q. Itwasapurchase.
6 A. WEéll, oneof the carswas repossessed. TheBMW | 6 A. Yeah
7  wasrepossessed. | was confronting such aloss on that 7 Q. Okay. You aso had -- we had just talked about
8  car, according to the leasing company, that they agreed 8  therewasalso a2007 Ducati. Do you own that one
9  towork something out with me so | wouldn't be hit with 9  outright?
10 likea$20,000 lossjust on that vehicle to rewrite these 10 A. No. What 2007 Ducati?
11 leases. 11 Q. That wasthe onelisted on JB6, No. 16. 2007
12 Q. Okay. Soyou made an 8- to 9,000 dollar 12  Ducati 748.
13  payment-- 13 A. That'satypo. It'sa2001 Ducati 748.
14 A. That'smy recollection, yes. 14 Q. Okay.
15 Q. Wheredid you get the money for those? 15 A. ltwasacquired in 2007.
16 A. | don't remember. Out of my wages. 16 Q. Okay.
17 Q. The Jeep Wrangler, you said you purchased that? |17 A. Yeah. It'san'01 Ducati.
18 Isthat -- 18 Q. And that one you said you have with you at
19 A. Wel, | saidl don't recal. | said | suspect 19 10 Misson?
20 it'sapurchase. But I'm not completely certain. 20 A. Correct.
21 Q. How canyou find out? 21 Q. Do you own that one outright?
22 A. I'll just look at the -- through Chrydler. 22 A. Correct.
23 Q. Okay. I'd ask that you provide that 23 Q. That doesnot have alien on it?
24 information, please. For the Jeep, isit correct you're 24 A. Correct.
25  paying approximately $550 per month? 25 Q. Doyou own or lease any other vehicles?
Page 43 Page 45
1 A. Correct. 1 A. No.
2 Q. And you're current on that aswell? 2 Q. Canyou explain your telling us here that you're
3 A. Correct. 3 insolvent but you're paying to lease two different cars,
4 Q. And you're making those payments? 4 paying on ancther car, and making payments on another
5 A. Correct. 5  motorcycle -
6 Q. Themotorcycle you have listed here on JB4 isa 6 A. Whoa, whoa, whoa.
7 2005 Ducati 999R? 7 Q. --for $3100 amonth?
8 A. Correct. 8 A. | don't know -- I'm not aware that somebody
9 Q. Do you own that one outright? 9  who'stold you they make, on average, $400,000 ayear is
10 A. No. Therésalienonit. 10 insolvent. | haven't said that.
11 Q. Okay. 11 Q. But yet you till have not turned over any money
12 A. It'sinmy name. 12 whatsoever tothe FTC.
13 Q. It'sinyour name. Okay. You're making 13 A. Well, why would | do that? | don't have these
14  paymentson that one aswell? 14  retainer funds. | have an appeal. The appeal isgoing
15 A. Correct. 15 toreversethecourt's erroneous order. But soit's
16 Q. $602? 16  clear, thisorder, apparently there was abelief there
17 A. | think that'sit, yes. 17  wasdtill retainer funds. | don't know where that belief
18 Q. That has approximately $8500 value? 18  ever camefrom, sinceit was very clear from the
19 A. That's my guesstimate. 19  submissionsto the court that those funds had been used
20 Q. How muchisstill owed onit? 20  for Mr. Castro's defense several yearsago. So that's
21 A. About 10,500. 21  wherethat'sat.
22 Q. Wasthat the purchase price? 22 I'm not saying I'm insolvent. That'swhy |
23 A. No. 23  provideyou thisinformation. And people are insolvent
24 Q. What was the purchase price? 24 don't pay 10,000 amonth in support. | haveissueswith
25 A. | don't remember. It wasin excess of $20,000. 25  thelRSthat are ongoing. That's made meinsolventin
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1 termsof my ability to get financing of anything, and | 1 vaue?
2 provided you with that. 2 A. No.
3 Q. Soyou're not telling us you're insolvent; 3 Q. And that's through Prudential?
4 you'ejust not paying the 238,000 becauise you're saying 4 A. Correct.
5  that you don't have that in the retainer fund. 5 Q. Do you know how much the premiums are?
6 A. No, no. Soit'svery clear, first, I'm not 6 A. ltwasprepaid for oneyear. | think it was
7 paying it because, one, those retainer funds were 7 $900.
8  expended multiple years ago; and al that informationwas | 8 Q. Didyou pay that?
9  filed with the court. Number two, |'ve appealed the 9 A. Yes
10  court'sorder. There'sahigh likelihood it's going to 10 Q. Actudly, on the Schedule of Assetsin the
11 bereversed. Number three -- and apparently you didn't 11  divorce proceedings, JB6, No. 10, | believe you stated
12 look clearly at the documents -- | have other issuesI'm 12 therewasno life insurance with a cash surrender or loan
13  deding with that take precedence over you, startingwith |13 value.
14 thelRSand support under a court order. 14 A. That'strue. There never was.
15 Q. Thiscourt order herein Section V(E) that you 15 Q. Okay.
16  havetelsyou toimmediately segregate $238,300. It 16 A. Soit'sclear, the prior million-dollar-plus
17  doesn't say from where, doesit? 17  that| did have were straight term life insurance
18 A. It says segregate $238,300. 18 policies.
19 Q. Butyou havent -- 19 Q. Okay.
20 A. --from my professiona law corporation. 20 A. You pay apremium. If you die, they pay
21 Q. Right. And from your professional law 21 insurance. Thereisotherwise no cash vaue.
22 corporation, you have not separated $238,300. 22 Q. Okay. Andyou said those expired?
23 A. That's correct. 23 A. Yes. | think the better termis| believel
24 Q. You have-- thisorder, | know you said it'son 24 missed apremium and did not get it repaidintime. Soll
25  gppedl, butit's not stayed. Isthat correct? 25  hadto go back through a processthat isn't concluded yet
Page 47 Page 49
1 A. I'mgoingtofile an application to stay, if 1  of attempting to get another policy to replaceit.
2 need be. Butthat's-- well, that's an interesting 2 Q. Whoisthat one through?
3 question. I'm uncertain whether, under the Ninth Circuit | 3 A. 1 don'tknow. I'musing abroker. | don't know
4 rules, thisnoticeis stayed by the notice of apped. 4 whoit'sgoing to be through.
5 Therésaquestion about that. But, yes. I'm not aware 5 Q. Okay. Doyou maintain any individual retirement
6  of aforma stay order. 6 plansor apension?
7 Q. Okay. Just going back, did you have any other 7 A. No.
8  ownership interest in any other kind of vehicle, aboat 8 Q. InJB6, on No. 12, you listed under "Retirement
9  oraplane anything like that? 9  and Pensions’ "See attached First Bank and see attached
10 A. No. You mean now; correct? 10  Brobeck, Phleger & Harrison retirement state.” One was
11 Q. Yes. Andinthepast fiveyears. 11 worth -- the First Bank one was 28,000-plus, and the
12 A. No. About 15 years ago, | owned aboat for a 12 other one unknown.
13  short period of time. 13 Do you till currently hold those?
14 Q. Do you currently have alifeinsurance policy? 14 A. Waell, the First Bank account was closed some
15 A. No. I'minapplicationtoget one. | had a 15 timeago.
16  prior, | think, million or 2 million dollar term life 16 Q. Whenwasthat?
17  policy -- | thought | identified it; | may have 17 A. | don't remember. The money was taken out to
18  identified it in my divorce -- that expired or it went 18  pay taxes, | believe. And | have aretirement plan from
19  outof force. It wasaterm policy. Theonly policy | 19 my former employer Brobeck, Phleger & Harrison that kicks
20  currently haveisa$250,000 policy that's identified 20 inatage70, as| understand it.
21  somewherein here. 21 Q. SotheFirst Bank one, at thetime --
22 Q. Yeah. That'sonJB4. You listed it under Item 22 A. Itwaseither a401(k) or apension. It had
23  No.18. 23 about 28-, 25,000 dollarsinit. It was closed.
24 A. Correct. 24 Q. You said, the money, you used it to pay taxes?
25 Q. Doesthat $250,000 policy have a cash surrender 25 A. | believe | used it to pay taxes and just
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1  operating expenses. 1 Q. It'sltem No. 8, page 4.
2 Q. Operating expenses for the firm? 2 A. Okay. "Pending lawsuits filed by you or your
3 A. Correct. 3 spouse” | misread it, and | put the IRS case there.
4 Q. And the other oneistill currently held by 4 Q. That'swhat | thought. Aside from the divorce
5  your former employer, Brobeck, Phleger & Harrison? 5  proceedings, you don't have any lawsuits filed by you
6 A. Correct. 6  pending?
7 Q. Youhavea-- doyou get astatement from that? 7 A. Correct.
8 A. No. 8 Q. And then the ones pending against you, that's
9 Q. Do you have any idea of the gpproximate current 9 theU.S. v. Benicetax case?
10  vaue? 10 A. Correct.
11 A. None, asl understandit. It'sjust a 11 Q. And arethere any other pending?
12  retirement that at age 70 you get to draw retirement from 12 A. Widl, | think | identified that FAM case and
13 your employment at that firm. 13  Doan aretwo casesthat -- Doan has not been resolved.
14 Q. Canyou take out loans againgt it? 14  It'sacollection case.
15 A. Not that I'm aware of. 15 Q. Whatisthat?
16 Q. What do you get a age 70? Do you know how much |16 A. A collection case.
17  you get to take out? 17 Q. Isthat aformer client?
18 A. [ thinkit's$3500. I'm not certain about that. 18 A. No. It wasapromissory note | co-signed with a
19 Q. Per month? 19  potentia partner in areal estate transaction that went
20 A. Correct. 20  south for $200,000. We're both being sued.
21 Q. Other than that, you don't currently have any 21 Q. When did you sign that promissory note?
22 typeof 401(k) or retirement plan? 22 A. | don't remember. | think three years ago.
23 A. Correct. | dohave-- | don't know if it'sin 23  Threeor four years ago.
24 here. | havea512 savings plan for my child. | think 24 Q. Didyou put any money down?
25  ithas$5,000init. It'sunder her name. 25 A. No. Thiswasaloan from the plaintiff.
Page 51 Page 53
1 Q. Okay. | did not seethat in here. No. Areyou 1 Q. They were taking aloan from you?
2 currently contributing to that? 2 A. No. They were making aloan to the person | was
3 A. Periodically. 3 involved in the transaction with, and | agreed to
4 Q. I'msorry? 4 co-€gn.
5 A. | said, "periodicaly." 5 Q. | see. That'sfor 200,000?
6 Q. Whereisthat held? 6 A. Correct.
7 A. | don't know. It'snot at abank. It'sthrough 7 Q. What'sthe nature of the other case, the FAM?
8  somekind of asavings plan company for children's 8 A. Samekind of thing. Same kind of transaction.
9  education. 9  Ared edaetransaction.
10 Q. Haveyou filed bankruptcy inthelast ten years? |10 Q. Didyou put any money down on that?
11 A. No. I filed bankruptcy in 1995, | think. 11 A. No.
12 Q. What was the financial resolution of that? 12 Q. Wasthat also apromissory note that you
13 A. A discharge. 13  co-signed?
14 Q. What wasthat under? Chapter -- 14 A. No. But the upshot isthat was essentialy
15 A. Seven. It wasfiled asan eleven and converted |15  settled for, | think, 200 grand, to be paidin like
16 toaseven. 16 18 months.
17 Q. ItemNo.80onJB4 -- 17 Q. Sothat was a settlement agreement by you?
18 A. Correct. 18 A. By my then partner and mysalf, yes.
19 Q. --lawsuitsfiled by you. 19 Q. Areyou making payments on that --
20 A. I'msorry. Whichoneisit? 20 A. No.
21 Q. Item No. 8, JB4. 21 Q. --currently?
22 A. JB4. | don't have any lawsuitsthat | filed. 22 A. No. No paymentswill be due for some period of
23 Q. Okay. 23 time
24 A. What number isthat, just so | can double-check (24 Q. When are those due?
25  ithere? 25 A. [Ithink | said | think it's 18 months.
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1 Q. Okay. Doesthefina tota haveto be duein 1 Q. Do you have any trusts that you've created on
2 18 months, or do you start making payments -- 2 someong's behaf?
3 A. No. Find total. 3 A. No.
4 Q. And how much of it will you owe? 4 Q. Nonefor Isabella?
5 A. Wall, assuming my partner agrees with what he's 5 A. No.
6  supposedtodo, it will be one-haf of that. 6 Q. Areyou atrustee of any trusts?
7 Q. So0 100,000 for you? 7 A. No.
8 A. Correct. 8 Q. Now, under the bank accounts, you stated that
9 Q. And aside from the divorce proceedings, haveyou | 9  youdon't have any persona bank accounts.
10  beenaparty to any other lawsuitsin the last five 10 A. No. | put the persona bank account down there.
11 years? 11 Q. | saw aFirst Bank. | thought that was just --
12 A. Fromtimetotime, yes. 12 A. [ think | put my LBS account down here. What
13 Q. And the nature of those cases? 13  pageareyouon?
14 A. Standard stuff. 14 Q. Okay. Let mego back to -- whereisthat? Is
15 Q. I'msorry? 15  that page 6?
16 A. Standard kinds of things from adversariesin 16 A. Yes LBSFinancid.
17  lawsuits. Thingslikethat. 17 Q. Okay. That's a checking account?
18 Q. What were the names of those cases? 18 A. Correct.
19 A. | don't remember them dl. | don't remember 19 Q. LBS. Okay. | thoughtitwasUBS. LBSis
20  them. 20  your -
21 Q. Jugtinthelast fiveyears. 21 A. Persona checking account.
22 A. I'mtrying to remember aname. Therésonein 22 Q. | dsoforgot to mention a the beginning all of
23  Long Beach filed by athird party against my clientsand |23  these documents that are in -- for the purposes of this
24  mysdf. | can't remember the nameof it. Youcanleave |24  deposition, | have redacted all personally identifiable
25 ablankif youwant, and I'll plug it in. 25  information for account numbers, Social Security number,
Page 55 Page 57
1 Q. Okay. If you could provide that information. 1  andeverything -
2 A. Uh-huh, 2 A. Okay. Good.
3 (INFORMATION REQUESTED: 3 Q. - that the court reporter --
4 ) 4 A. | seethat on here.
5  BY MS SCHNEIDER: 5 Q. -- areout there, aside from what you've given
6 Q. Arethereany other money judgments against you 6  us, | have blacked out. So thefirst -- the LBS account
7 currently? 7 hasapproximately $1,000?
8 A. I thinkinthat IRS case, on the caption, 8 A. Itdidonthat day.
9  therésacouple of money judgmentsthat | wasn't 9 Q. And do you have any other personal bank
10 actualy awareof. 10  accounts?
11 Q. Okay. | mean asidefrom the IRS case -- 11 A. No.
12 A. No. 12 Q. The business checking account you have that you
13 Q. --and the FAM and the Doan cases, are there any 13  listed on JB5, that's the First Bank account?
14 other judgments? 14 A. Correct.
15 A. No. 15 Q. Isthat achecking account aswell?
16 Q. Any judgmentsin your favor out there? Does 16 A. Yes. That'sabusiness checking account.
17 anybody owe you money on any judgments? 17 Q. Onthat date, May 24th, | guessit had abalance
18 A. No. 18  of approximately $1500.
19 Q. Asidefromthetax lien onthe Aliso Vigjo 19 A. Tomy memory, yes.
20  property, are there any other tax liensthat you have? 20 Q. Item No. 20 on JB5, cash on hand.
21 A. Wadll, that tax lienisablanket. It'snot just 21 A. Item No. 20, JB5?
22 onthat property. Itsatax lien. 22 Q. Right. That'sthe corporate statement.
23 Q. Okay. 23 A. Okay. What number?
24 A. But, no. Everything that I'm aware of is 24 Q. ItemNo. 20. It'spage?.
25 identifiedin that lawsit. 25 A. Gotit.
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1 Q. It stated the firm had $20,000 cash on hand. 1  businessaccounts?
2 A. Notin bank accounts. 2 A. No.
3 Q. Wedl, that'swhy I'm confused then, because you 3 Q. Looking at Item No. 29 on JB5 --
4 say the First Bank account on that date had $1500 -- 4 A. Yes
5 A. Wadll, | think that was probably -- that was 5 Q. -- Compensation of Employees. You listed your
6 probably money in my trust account. | think | was just 6  incomeayear ago approximately 460,000.
7  looking at my bank statements. 7 A. That'swhat my tax return is going to say, as|
8 Q. Which trust account is that? 8  understand it.
9 A. My attorney-client trust account. 9 Q. Okay. The current year-to-date, you don't know.
10 Q. Oh, I see. Whereisthat held? Isthat aso 10 A. Unknown.
11  held a First Bank? 11 Q. Do you pay yourself aweekly salary or amonthly
12 A. Yesitis. 12  sdary or something like that?
13 Q. Okay. Sothat cash on hand is cash that's kept 13 A. No.
14 inthe attorney-client trust account? 14 Q. How do you pay yourself?
15 A. Correct. 15 A. When there's money to pay me.
16 Q. Arethere any other corporate trust accounts 16 Q. How do you pay yourself? Do you write acheck
17  that you have? 17  out of the business checking --
18 A. No. 18 A. Yes
19 Q. Who can withdraw money on those accounts, onthe |19 Q. -- and depositit?
20  First Bank trust account? 20 A. Or | writeacheck. | deposit my LBS account or
21 A. Me. 21 | pay my hills-- my persona hillsout of my LBS
22 Q. And the First Bank business checking? 22 account.
23 A. Me. 23 Q. But under the compensation of employeesyou
24 Q. Anyonedse? 24 didn' list the other three employees.
25 A. No. 25 A. Yeah. | didn't think that that was being asked
Page 59 Page 61
1 Q. For your -- the corporate for the law office, 1 for.
2 how many employees do you have? 2 Q. Okay. So onthetax returnsyou gave us, the
3 A. Four. Excuseme. Three. Wdll, four, including 3 2007 tax returns under JB7 --
4 me 4 A. That tax returnisawork in progress because of
5 Q. Okay. Who arethey? 5 theaudit that I'minvolvedin.
6 A. Sebadtian Ragazzo, Cindi Martin, and Catherine. 6 Q. Right.
7 | can't remember her last name. 7 A. Thisisarough draft that my accountant has
8 Q. How are your employees paid? Arethey paid 8  donethat istill subject to revision, downward
9  weeklyor-- 9 revison--
10 A. WeeKly. 10 Q. Okay.
11 Q. What aretheir weekly salaries? 11 A. -- because of disputes with the IRS about
12 A. | think Cindi is875. Catherineis 600. 12  certainissues.
13  Sehagtianis 1275. 13 Q. Onthisyoulist your salary. Your biggest
14 Q. What funds are they paid out of? Arethey paid 14  expense basically, isthe salary, $650,235.
15  out of the business checking? 15 A. Whereisthat at? That'snot my sdary.
16 A. Business operating account. 16 Q. That'sunder the -- whereit says "Federd
17 Q. That'sthe First Bank business checking account? |17  Statements. It lookslike the fifth pagein. It's
18 A. Correct. 18  under "Legal and Professiona.”
19 Q. Arethey paid out of any other account? 19 A. Wadll, that's probably my accountant including
20 A. No. 20  dl employee sdaries--
21 Q. Arethere any other business accounts? 21 Q. Okay.
22 A. No. 22 A. --and dll coststhat he's alocating to that.
23 Q. Areyou ill there? 23 | can't speak to what he as an accountant is doing, but
24 A. Yes 24 that'snot my salary.
25 Q. I thought I lost you. Arethereany other 25 Q. Okay. Soyou believe that that encompasses your
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1  employeesthat you mentioned? 1  precisay. But | know that we were going through afile
2 A. Correct. 2 throw-out and retention thing; get rid of a bunch of
3 Q. Onthat first page of that draft on JB7, 3 suff and not pay storage fees.
4 Item No. 13 lists sdlaries and wages (less employment 4 Q. Arethere any other businessfinancial accounts
5  credits). It says$56,783. 5 onwhichyou are asignatory?
6 A. Right. 6 A. No.
7 Q. Okay. Doesthat sound right to you? 7 Q. And arethere any other persond financial
8 A. | don't know what that is. 8  accounts on which you are asignatory?
9 Q. Youdon't know what that includes? 9 A. No.
10 A. | don't know what he's putting in there. | 10 Q. Asidefromthe-- what isit? The 529 account
11 mean, that's obvioudy not the salaries of my employees, |11  or the 512 account?
12 and he does my payroll taxes every month. So | don't 12 A. 512
13 know what that is. 13 Q. Theoneyou said you had for Isabella?
14 Q. Okay. | guessyou're the sole owner of the law 14 A. Correct.
15  firm. 15 Q. OnJB4, Item No. 5, you mention you have a
16 A. Correct. 16  $7,000 savings account for her.
17 Q. Soasfar ascompensation of board membersand |17 A. Which number isit?
18  officers, you listed none. 18 Q. It'sNo.5. Waitaminute. I'msorry. Oh, I'm
19 A. Doesn't exist. 19  sorry. It'son JB6, Item No. 5.
20 Q. Youlisted under Item No. 23in JBB5thevaueof |20 A. JB6, Item 5. What page? Okay. | seeit. Yes.
21  furniture, computers, phone, etc., as approximately 21  That'swhat it was worth then, before the stock market
22 $10,000. 22 caused it to lose about $1500 of vaue.
23 A. That'savery rough guesstimate. 23 Q. Okay. So that'sthe same account that --
24 Q. Andisthat al property that is owned -- 24 A. Yes yes.
25 A. What itemisthat? 25 Q. Okay. That's not a separate account?
Page 63 Page 65
1 Q. ItemNo. 23. 1 A. It'ssomekind of alittle mutual fund or
2 A. Becausevirtualy dl theseitems are on leases. 2 something, and it lost vaue.
3 It says"unknown/leased." 3 Can | take aone-minute bresk to use the rest
4 Q. Okay. 4 roomredl quick?
5 A. Under "Acquisition Cost." 5 Q. Sure. Goright ahead.
6 Q. Soal of thoseitems are under lease? 6 MS. SCHNEIDER: Off the record now.
7 A. | have some furniture, desks, that aren't 7 (Brief recess was taken.)
8  leased. | think | have acouple of PCsthat aren't 8 MS. SCHNEIDER: We're back on the record.
9  leased; but my copiers and my copying system, that stuff 9 Q. Didyou dso have any brokerage account?
10 isadll onleasesat Xerox. 10 A. Sometime ago.
11 Q. Approximately what's the value of the furniture 11 Q. When wasthe last time you owned the brokerage
12 and desksand PCsthat you own? 12 account?
13 A. | don't know. Worthless. A thousand dollars. 13 A. | don'trecal. I'msureit's on one of these
14 Andagain, that's just based on what | see, other office 14 documents.
15 liquidations, what you can buy thingsfor. 15 Q. | know -- let'ssee. Looking at JB6, Item
16 Q. Doesyour firm rent any other space or storage 16 No.11--
17 fadlity? 17 A. Correct. | had astock summary statement that |
18 A. | don'tknow if | ill have a storage facility 18 had atached. Atthetimel had about $12,000 that was
19 forfiles. | think weretrying to shut that down or we 19  subsequently liquidated to pay operating expenses and/or
20  had shut it down. I'd haveto ask my administrator. | 20  taxesor hills.
21  think | had asmall storage facility for files, but | 21 Q. Okay. You liquidated that approximately when?
22 think we shut it down some months ago because we threw {22 A. Over ayear ago, to my memory.
23  thefilesout. 23 Q. And the One Touch stock certificate --
24 Q. You sadit was afew months ago? 24 A. Correct.
25 A. | said severa monthsago. | don't know when 25 Q. --you say the vaue was unknown. What isthat?
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1 A. lhavenoidea It'sjust aprivate company. | 1 A. | think it wastwo yearsago. It waseither a
2 didn't put any money in the company. A former client 2 year ortwoyearsago. | don't remember when.
3 gave methe certificate because he couldn't pay me fees. 3 Q. Areyou making payments on that loan?
4 Q. Haveyou looked up what the stock would be 4 A. Yes Hdlo?
5  worth? 5 Q. Hdlo.
6 A. It'snot worth anything, as | understand it. By 6 A. | saidyes.
7  that | meanit'saprivately held company. They don't 7 Q. Okay. What are the payments you're making?
8  givean opinion of value. 8 A. Itaverageslike, | think, 2500 a month.
9 Q. What'sthe percentage of stock that you own in 9 Q. And how much isleft on that?
10  that company? 10 A. 1think | currently owe 98,000 on it.
11 A. I dontknow. It'snot significant. I'm not 11 Q. The JB6, the schedule from the divorce
12 part of the company. I'm not aboard member or manager. 12 proceedings, Item No. 22. It statesthat --
13  Asl said, it wasasmal certificate, small amount of 13 A. Correct.
14  stock givento metotry to recompense mefor legal fees 14 Q. --took out loan 39,500 and $25,000?
15  that weredue. 15 A. Correct.
16 Q. Do you get any dividends from that? 16 Q. And those were from Eugene Ong?
17 A. No. 17 A. Correct.
18 Q. Wasthat the last brokerage account that you 18 Q. AndD. Ha?
19  owned, the onein 2007 that was sold about ayear ago? 19 A. Correct.
20 A. Correct. 20 Q. What were the purpose of those |loans?
21 Q. Otherwise, do you have any other mutua funds 21 A. Operationa cash flow of my law firm.
22 or-- 22 Q. Isthat money repaid?
23 A. No. 23 A. Yes
24 Q. Do you have any financial accounts outside of 24 Q. When did you repay it?
25 theU.S? 25 A. Sometime ago.
Page 67 Page 69
1 A. No. 1 Q. What funds did you use to repay those loans?
2 Q. Haveyou had any other financial accountsin the 2 A. Thebusinessfunds. Just soit's clear, Mr. Ong
3  ladt five years, other than what's mentioned here? 3 wasdsoaclient. | think therewas-- as| recall,
4 A. I'd haveto think about that. | don't know. 4 therewasan offset of some portion of these loans
5 Fromtimetotimein the past five years, | may have 5  againgt feesthat he owed me.
6 bought some stock or had astock account. | had that 6 Q. Against what?
7 401(k). Therewassomething at First Bank. | mean, all 7 A. Feesthat he owed.
8  of which ended up being closed or not used. 8 Q. Oh, fees. Okay.
9 Q. Doyou have any CDs? 9 A. Yesh
10 A. No. 10 Q. Your firm or you personally were making over
11 Q. [ think you answered on JB4 you don't have a 11 $400,000 the past couple of years. Can you explain what
12  safedeposit box. 12 you needed the business loans for?
13 A. Correct. 13 A. Absolutely.
14 Q. Isthere anybody holding any assetsin asafe 14 Q. Okay.
15  deposit box on your behaf? 15 A. There might be a month where nobody pays me at
16 A. No. 16  al. Then! have no cash flow. Or there might be two
17 Q. You mentioned on JB4, Item No. 26, therewas a 17 months where | have minimum cash flow or minimum clients.
18  $100,000 loan. You owe money to J. Lovenof? 18  That'sjust the nature of running alaw firm.
19 A. Gredlich, yes. 19 And on top of that, | was confronted with a
20 Q. I'msorry? 20  standing court order to pay support and having to pay
21 A. Correct. 21  forensic accountants thousands of dollars to straighten
22 Q. Whoisthat? What wasthe loan for? 22 out acourt order that initially said | was supposed to
23 A. Heisaprivate lender, and that money is money 23 pay 24,000 amonth in support.
24 heloaned meto operate my law firm. 24 Q. Didyou fight that court order?
25 Q. When did you take out that loan? 25 A. Absolutely.
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1 Q. Theforensic accounting you mentioned, did that 1  from deadbest clients. So, yes, I'm owed alot of money.
2 include Stacy Emerad's assets and income as well? 2 Q. Okay.
3 A. That'snot how it was done. It's purely based 3 A. Will I ever collectit? No. My biggest unpaid
4 onwhat my income was to caculate support. 4 receivableisfrom Charles Castro.
5 Q. Canyou explain like why -- why did she get 5 Q. Okay. Do you hold any other promissory notes?
6  support? What did you get in return? 6 A. No. I'mnot awarethat | hold any.
7 A. Forwhat? In Californiathere's a spousa 7 Q. Other than the Visaand Merrill Lynch credit
8  support obligation. You don't get anything in return. 8  cardsyou mentioned, do you have any other -- or do you
9  It'sjust what thelaw is. 9  dill own those credit cards, the Visaand Merrill Lynch
10 Q. Shewasn't working at the time? 10  that arelisted in JB6, Item No. 23?
11 A. That'scorrect. But it doesn't matter. There's 11 A. Yes Yes | do.
12 dill aspousal support obligation, and her incomewould {12 Q. And other than those, do you own any other
13  becdculatedintoit. Infact, if | recdl, the court, 13  credit cards?
14  incalculating the support order, imputed incometo her, |14 A. Waéll, | have agas credit card, Chevron.
15 | think, of 2,000 a month. 15 Q. Doesyour law firm have any credit cards?
16 Q. Okay. But did they do aforensic accounting of 16 A. No. The Chevron card might be under the Law
17  her, or they didn't even do that? 17  Officesof Jeffrey S. Benice. I've had it for avery
18 A. No. It'sonly my business. 18 longtime.
19 Q. Sodidyou get anything in return? Shegot to 19 Q. Do you have the ahility to use credit cardsin
20  liveinthehouse. Did you get anything in return? 20  anyone€ese's name?
21 A. No. | got to pay the house payment. 21 A. No.
22 Q. Andthat wasall pursuant to the court order? 22 Q. Turning to your income, do you have prepared tax
23 A. It waspart of the support, yes. 23 returnsfor thelast three years?
24 Q. Didyou agreeto not livein the house? 24 A. | don't know. | think thelast filed returnis
25 A. No. That'snot how it works out herein 25  '06. | think there's'06, '05, and '04.
Page 71 Page 73
1 Cdifornia 1 Q. '06, '05, and '04?
2 Q. I'msorry? 2 A. Correct. I'd haveto ask my accountant. Those
3 A. That'snot how it works out herein California. 3  areadl under audit. They'reall being revised based on
4 It'sred smple. If youreamanin California, there 4 theaudit and on positions I've taken.
5 aretwo and ahdf strikes against you, assuming it'sa 5 Q. Okay. But you didn't provide methose, so could
6  three-strike gig. And the male does not get to stay in 6  you provide me those 2005 and 2006?
7 the house, and the male does not get to keep the house. 7 A. Yes
8  Sothat'swhat happened. It doesn't matter whether the 8 Q. Okay. And arethose for just you or both you
9  maleispaying for the house or not, as I'm Exhibit A to 9 andyour law firm?
10 that, sincel was paying for the house for some period of |10 A. Widl, theindividud tax returnisfor me. |
11  timealthough I was not living there. 11  have corporate tax returns, | think, for the sametime
12 Q. Back to your firm. Isthere anybody that owes 12 period.
13 your firm any money at thistime? 13 Q. Okay. Could you provide those aswell?
14 A. Youmean on billed legal fees? 14 A. Yes
15 Q. Right. 15 Q. Andyou said you have an accountant. Does he
16 A. I'dhavetolook. | think there are. 16  preparethose?
17 Q. Do you know approximately how much? 17 A. Yes
18 A. There might be 20 grand of unpaid feesright 18 Q. OnJB6, Item No. 20, you state that -- you list
19  now. 19 thetaxesthere from 2004 to 2007, asyou did from 1994
20 Q. Does anyone owe the firm any money for anything |20 to 1999.
21  dse? 21 A. Correct.
22 A. No. 22 Q. Arethose-- can you explain what that means,
23 Q. Does anyone owe you persondly any money? 23  why it'sbeing disputed?
24 A. No. Let meputitthisway: | have about 24 A. Wadll, it's because ther€'s large credits | was
25 $800,000 over thelast three years of unpaid legal fees 25  never given or that I've never seen documentation of --

19 (Pages 70 to 73)

Alderson Reporting Company
1-800-FOR-DEPO



Case 2:05-cv-00440-LDG-LRL

Document 250-5

Filed 09/15/2009 Page 20 of 38

Jeffrey Benice June 23, 2009
Los Angeles, CA
Page 74 Page 76
1 that'spart of what thislawsuit isabout -- by alarge 1  dwaysended up, unlessthere's asignificant problem,
2 creditor, over $250,000. 2 which will bein the range of 350 to 450 of annua income
3 The IRS, back in '94 or '95, improperly 3 whenthedust settles.
4 liquidated aretirement account to pay taxes, and that 4 Q. Areyou an officer or director of any other
5  account had about 250,000, if | remember. I've never 5  business besides your law firm?
6  seenacredit for that. They then also tacked ona 6 A. No.
7 pendlty for having taken the money out of aretirement 7 Q. OnlItem No. 15 in JB4, you mention you own
8  account; and since then, they've been accruing alegedly 8 50 percent of B&W.
9  unpaid taxes, pendties, and interest on those amounts. 9 A. Correct. | saidit'sapartnership interest.
10 Sothat'swhy | say it's disputed. 10 Q. Okay. What isthe nature of the company?
11 Q. Okay. Andthat'sal part of thelawsuit that's 11 A. It wasattempting to develop a piece of red
12 goingonnow? 12  edtate, and therea estate didn't -- it went into
13 A. Correct. 13  foreclosure. | think that'sidentified on there. And
14 Q. Isthat dl part of the lawsuit that's going on 14  it'sdtill inforeclosure.
15 now? 15 Q. Isthat the promissory note you had mentioned
16 A. Yes. That'smy position. Yes. 16  earlier that you were co-signing? Isthat part --
17 Q. Since 2004 through -- let'ssee. On thereyou 17 A. Correct.
18 list 2005, 2006, 2007. It says"estimate." What isthe 18 Q. --of that B& W?
19  edimate? 19 A. Yes
20 A. Justthat. | don't know what itis. Because of 20 Q. Arethere shares, or isthat --
21  al the-- because of the problems and issuesthat I'm 21 A. No.
22  deding withthe IRS. Thefailure-- my postionisthey |22 Q. Didyou put any assets into forming that
23  failed to give me proper credits and they've aso failed 23  partnership?
24 torecognize-- | think it was'03 or '04, therewas a 24 A. No.
25  tax return filed that my accountant made amistakeonin |25 Q. Doesthe company have any assets?
Page 75 Page 77
1  termsof grossincome. We then filed an amended tax 1 A. No.
2 return with the correct amount of taxes that was fully 2 Q. | understand it doesn't have any real property.
3 paid, and the IRS rejected it and applied the taxes 3 Doesit own any persona property?
4  somewhereelse. Soit'sjust kind of an ongoing 4 A. No. Soit'sclear, it'sapartnership whose
5  accounting mess. These arejust estimates of what I'm 5  purposewasto develop apiece of property in Huntington
6  understanding I'm being told | owe, not taking into 6  Beach, aresidentia piece of property, to build two
7  consideration what my positionsmay be. An estimateis 7 houseson that property. The underlying property is
8  what the estimating taxes are that are owed. | don't 8  owned by other parties. B&W, aspart of tryingto get a
9  know precisely as| sit here today. 9  transaction completed some years ago, three years ago,
10 Q. Sohaveyou -- 10 wentontitleto that property.
11 A. | know what their liens -- 11 But there's a dispute concerning ownership.
12 Q. --oryou're not paying those listed here? 12 Therewaslitigation that's not resolved, and the
13 A. Excuse me? 13  property isin foreclosure. But just soit's clear, the
14 Q. Haveyou paid those amounts that you have listed 14  purpose of the partnership wasto develop and sell two
15 here 2005, 2006, 2007? 15  gpec housesin Huntington Beach, Cdifornia
16 A. No. Thoseareadl totals owing, according to 16 Q. Okay. Soyou're saying that B&W actually owned
17  thelRS, that | have disputes about. 17 it but that's the property that's now in foreclosure.
18 Q. Okay. Sothosearethetotal that the IRS said 18 A. Correct. B&W isontitle. The underlying
19  you owebut you have not yet paid. 19  mortgage -- mortgages, there were two -- were owned by
20 A. Correct. And those are estimates, and I'm sure 20  prior ownerswho gtill were asserting claimsto the
21  they're much more ayear and ahalf later. 21  property.
22 Q. Okay. | understand. Can you estimate what your 22 Q. Did B&W pay any money down on those mortgages?
23 monthly income so far this year is? 23 A. No.
24 A. No, because | don't know what my incomeisgoing |24 Q. Haveyou put any money a al into the
25  tobe. I'massuming that | will end up the sameway I've 25  partnership?
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1 A. No. 1 Q. And that's what you're going to provide a copy
2 Q. Inthe past three years, have you been an 2 forme?
3 officer or director of any another business? 3 A. Correct.
4 A. No. 4 Q. You mentioned that the IRS has a blanket lien on
5 Q. Or have an ownership interest in any other 5 you
6  businessor partnership? 6 A. Correct.
7 A. No. 7 Q. By that, can you explain what you mean?
8 Q. OnJB4, Item No. 30 -- 8 A. | have afedera tax lien.
9 A. I'mjust turning to that page. Okay. 9 Q. When you say "blanket lien," over -
10 Q. | know we talked about that loan. Y ou mentioned |10 A. Wadll, they claim they have alien on everything,
11 that there was property transferred. Isthat the H2? Is 11  likeyoureendaved. That'sas| understand it.
12 that the Hummer? 12 Q. Havethey attached any of your property?
13 A. Correct. 13 A. Fromtimetotime.
14 Q. Andthe 2001 Ducati? 14 Q. Havethey -- what do you mean, from time to
15 A. Correct. 15  time? What have they attached?
16 Q. And that was security for the loan? 16 A. About ayear ago, they took money out of my
17 A. Correct. 17  operating account that was earmarked for taxes and
18 Q. Doyou ill have those two vehicles, the Hummer |18 gpplied it to something else, other taxes allegedly owed.
19  andtheDucati? 19  Sothey caused me not to be able to make my tax payments
20 A. Yes 20 onmy persona income tax.
21 Q. But you have possession of those? 21 Q. How much money did they take out?
22 A. But hehasthetitles. 22 A. | don't remember exactly. | think it was
23 Q. But hehasthetitles. Isthat theloan that 23 40grand.
24  youowe-- 24 Q. Out of your business checking?
25 A. $98,000. 25 A. Correct.
Page 79 Page 81
1 Q. Havethere been any other assetsthat were 1 Q. Havethey attached any other property?
2 transferred to Stacy? 2 A. The Remington house.
3 A. No. 3 Q. Havethey garnished any wages? Have they taken
4 Q. Any assetstransferred to your daughter? 4 out any other money from your account?
5 A. No. Wdll, other than my payments of cash into 5 A. No.
6 her college account. 6 Q. Areyoutrying to get that lien lifted? Isthat
7 Q. Okay. Andyou're not represented by an attorney 7  partof the--
8 inthismatter; isthat correct? 8 A. No. | mean, that would be part of the ultimate
9 A. Correct. 9  resolution of that tax case, yes.
10 Q. Areyou represented by an attorney in the 10 Q. Back onthat $100,000 loan. Isthere awritten
11 divorce matter? 11  agreement on that loan?
12 A. No. 12 A. TheresaUCC-1 filing.
13 Q. Inany of the other proceedings against you, are 13 Q. Okay. Would you provide a copy of that for me
14  yourepresented by an attorney? 14 aswadll, please?
15 A. No. 15 A. Yes
16 Q. On JB6, back to Item No. 21, on the support 16 Q. According to the court papers from the Network
17  arearages-- 17  Services Depot case, Charles and Elizabeth Castro gave
18 A. Correct. 18  youabout $375,000 in January of 2005.
19 Q. -- you state that you dispute any arrearages 19 Does that sound right?
20  until the Duckworth analysisis complete. 20 A. 1think so, yes.
21 A. Correct. 21 Q. And then the court told you on March 24th of
22 Q. What isthe Duckworth analysis? 22 2006 that if it's ultimately found that the transfer of
23 A. That wasthe forensic analysis. 23  fundsto you, that money should be set aside; that the
24 Q. Sothat'swhat thatis. 24 FTC could move to the extent to have any depleted funds
25 A. Correct. 25  restored; and the court said that presumably you factored
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1 inyour fee arrangementstherisk of any such result. 1  that that's actualy something that someone says| have a
2 Do you recall that? 2 sock certificate. | haven't seenit. I've communicated
3 A. | recal some of that language. Not all of it. 3 with the company, or my office administrator has.
4 Q. Did you factor into your fee arrangements any 4 Q. Okay. Andif you do find out any of that
5 suchrisk? 5  information, will you provide that as well, please?
6 A. No. Why would I? Therewasnorisk. The 6 A. Yes
7  court'sdecisioniswrong, and it was fees properly paid 7 Q. Haveyou ever been arrested or convicted of a
8  beforethe FTC even filed an action. Nor did 8 crime?
9  Mr. Castro's funds come from any of the alleged Network | 9 A. No. Wdll, strikethat. | think, when | was 18
10  Servicesoperations. Sol didn't factor anything in, 10  or19, | wasarrested for driving on the wrong side of
11  exceptthat it was legitimate, noninvolved funds as both 11  thestreet. Lateat night | used to throw the LA Times
12 represented to me by the Castros and asisdocumentedto (12 when | wasin college. 1'm not certain whatever
13  meby the Castros. | don't know what | would have 13 happened. | mean, | don't think it shows up, but | know
14  factoredin. Likel saidtoday, | think heowesmeabout |14 that | was arrested and spent the night in Fullerton
15 overahaf amilliondollars. 15 jall. But other than that, no.
16 Q. AtthetimeMr. Castro provided those funds to 16 MS. SCHNEIDER: Okay. Let'stake atwo-minute
17  you, you hadn't performed any legal servicesyet at that 17  bresk, and | think well be able to finish up.
18  point. 18 (Brief recess was taken.)
19 A. No. That'snot true. 19 MS. SCHNEIDER: Back on the record.
20 Q. What had you performed at that time? 20 Q. Just two quick thingsto clarify. On Item
21 A. 1'd been consulting with him before he paid the 21  No. 20 on JB4, onpage9 --
22 retainer funds. 22 A. Justaminute. Item 20?
23 Q. Didyou bill himfor that? 23 Q. Right. Under the property.
24 A. | don't know. | don't know when the actual 24 A. Yes
25  billing started. | don't haveit in front of me. 25 Q. After "jewdry," what'sthat word? Isthat
Page 83 Page 85
1 Q. And are there any other assets that you have 1 "back"?
2 tha haven't been mentioned in any of these documents? 2 A. Books.
3 A. My brain, since that's where al the money 3 Q. Oh, books.
4 emanates. 4 A. | have books.
5 Q. Anything else? 5 Q. What type of books?
6 A. But other than that, no. 6 A. Best sdlers.
7 Q. Okay. 7 Q. I'msorry?
8 A. Youknow what? Thereis. Recently, in the past 8 A. Best sdlers.
9  two months, | got acal out of left field from an 9 Q. Okay. Arethereany, you know, vintage books
10  dleged shareholder in some company downin SanDiego |10 that have some type of value?
11  that'sinthe-- something to do with the environment, 11 A. Not that I'm aware of.
12 greenenvironment or whatever. My nameappearedona |12 Q. On JB6, where you mentioned, the first page of
13  shareholder ligt, and there was a proxy fight. | 13 it collectibles from the World Series --
14 dlegedly had $50,000 of stock in this company. 14 A. Correct. I'm cdling them collectibles. | went
15 I have no memory of ever having stock in the 15 tothe Angels-Giants World Seriesin'01 or '02. | don't
16  company, nor did somebody give me astock certificatefor |16~ remember what year it was. | think | have a hat that |
17  fees But, you know, maybe ten years ago somebody gave |17 bought, and a baseball. Y ou know, World Series
18  mesomething and | just don't remember. Because! did 18  pargphernalia
19  used to represent or work with these penny stock 19 Q. Approximately what are those worth?
20  companies and these shells, and there might have been a 20 A. lhavenoidea | may have paid $100 for them.
21  dock certificate. 21 Q. Arethoselocated with you at 10 Mission?
22 Long story short, I've had my office 22 A. No.
23 adminisgtrator trying to track down istherereally a 23 Q. Where are they?
24 sock certificate in this company. | don't remember the 24 A. 38 Remington.
25  nameof the company. But | just want to makevery clear |25 Q. Okay. Arethere any other answers you wish to
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1 changeor clarify before we end today? 1 CERTIFICATE
2 A. No. 2  STATE OF CALIFORNIA ]
3 MS. SCHNEIDER: Okay. At thispoint I'll keep 3 ] ss.
4 thedeposition open, Mr. Benice. | guessyou havea 4  COUNTY OF LOSANGELES ]
5  bunch of documentsyou'll be sending to me. I'll send 5 I, VALERIE L. BOYCE, CSR,
6  youaquick e-mail toremind you. | think that will be 6  License No. 11626, State of Cdifornia, certify
7 itfortoday. 7 that theforegoing deposition was taken before
8 THE WITNESS: Okay. 8 meat thetimeand place herein set forth, at
9 MS. SCHNEIDER: All right. Thank you very much. 9  which time the witness was put under oath by me;
10 THE WITNESS: Thanks. 10 That the testimony of the witness,
11 THE REPORTER: Doesheneedtoreadandreview (11 and all objections made at the time of the
12 orsignanything? 12  examination, were stenographically recorded by
13 MS. SCHNEIDER: Yes. 13  meand were thereafter transcribed by the use of
14 THE REPORTER: So do you want me to send the 14  computer-aided transcription;
15  original to him to send back to you and then the copy 15 That the foregoing deposition, as
16  senttoyou? 16  printed, isatruerecord of the testimony of
17 MS. SCHNEIDER: Yes. 17  thewitnessand of al objections made at the
18 THE REPORTER: Okay. 18 time of the examination.
19 MS. SCHNEIDER: Thank you very much, Vaerie. 19 Witness my hand this day of
20 (Whereupon the deposition was adjourned at 20 , 20009.
21  1251p.m) 21
22 22
23 23 VALERIE L. BOYCE, CSR
24 24 License No. 11626
25 25
Page 87
1 CERTIFICATE OF DEPONENT
2
3 | hereby certify that | have read and examined the
4 foregoing transcript, and the sameis atrue and
5  accurate record of the testimony given by me.
6
7  Any additions or correctionsthat | fed are
8  necessary, | will attach on a separate sheet of
9  paper to the original transcript.
10
11
12 Signature of Deponent
13
14 | hereby certify that the individua representing
15  himsdf/hersdf to be the above-named individual,
16  appeared before methis day of )
17 2009, and executed the above certificatein my
18  presence.
19
20
21 NOTARY PUBLICIN AND FOR
22
23
24 County Name
25 MY COMMISSION EXPIRES:
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AD KBA (Rev. 01/09) Subpoena to Testify at a Depositicn or to Produce Documents in a Civil Action

UNITED STATES DISTRICT COURT

for the
Ceniral District of California

Federal Trade Commission

Plaintiffy
V.

Network Services Depot, Inc. et al.

Civil Action No. CV-8-05-0440-LDG-LRL

(If the action is pending in another district, state where:

L N N . T L N

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

d Testimony: YOU ARE COMMANDED to appear at the time, date, and place set forth below to testify ata
deposition to be taken in this civil action. If you are an organization that is nof 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 Date and Time:
10877 Wilshire Bouievard, Suite 700 06/09/2009 9:00 am

Los Angeles, CA 90024

The deposition will be recorded by this method: court reporter

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

V1%

Signature af Clerk or Deputy Clerk ’ Attorney’s signature
. 1
The name, address, e-mail, and telephone number of the attorney representing (name of parny ~Federal Trade Commission

, who issues or requests this subpoena, are;

Laura Schneider
Federal Trade Commission 601 New Jersey Avenue Washington, DC 20580
(202) 3268-2604 Ischneider@fic.gov
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UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA

FEDERAL TRADE COMMISSION,

Plaintiff,

v. CV-8-05-0440-LDG-LRL
NETWORK SERVICES DEPOT, INC.; FINAL JUDGMENT
NETWORK MARKETING, LLC, dba AND ORDER FOR PERMANENT
Network Services Marketing; INJUNCTION AND OTHER

NETWORK SERVICES DISTRIBUTION, EQUITABLE RELIEF
INC.;

SUNBELT MARKETING, INC.;
CHARLES V. CASTRO;
ELIZABETH L. CASTRO; and
GREGORY HIGH;

Defendants; and
PHYLLIS WATSON,
Relief Defendant.

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 of the Federal Trade
Commission Act ("FTC Act™), 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 Definitions

section below.

Final Judgment and Order Page 1 of 21
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WHEREAS, on April 6, 2005, the Court issued a Temporary Restraining Order in this
case (Dkt. #13), which, among other provisions, froze the assets of Defendants and Relief
Defendant. On April 14, 2005, the Court granted a Stipulated Preliminary Injunction in this case
(Dkt. #35), which, among other provisions, continued the freeze on those assets.

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

Dkt. #62) for an order freezing certain funds transferred by Defendants to their attorneys,
arguing among other things, that those funds belong to consumer victims under a constructive
trust theory.

WHEREAS, on March 24, 2006, the Court entered an order (Dkt. #142), which stated,
among other things, that: “[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.”

WHEREAS, the FTC moved for summary judgment against Defendants for violations of
Section 5(a) of the FTC Act, 15 U.S.C. § 45(a), and the 2005 Franchise Rule (Dkt. #78,
Response - Dki. #79, Reply - Dkt. #127).

WHEREAS, the FTC’s motion for summary judgment requested that the Court, among
other things: (1) find that Defendants Network Services Depot, Inc.; Network Marketing, LLC;
Network Services Distribution, Inc.; Sunbelt Marketing, Inc.; Charles V. Castro; Elizabeth
Castro, and Gregory High had violated Section 5(a) of the FTC Act and the 2005 Franchise
Rule; (2) order injunctive relief and restitution for injured consumers pursuant to § 13(b) and
§ 19 of the FTC Act, 15 U.S.C. § 533(b) and § 57b; (3) order Defendants Network Services
Depot, Inc.; Network Marketing, LLC; Network Services Distribution, Inc.; Sunbelt Marketing,
Inc.; Charles V. Castro; and Gregory High to pay restitution to injured consumers; (4) order that
the funds in the Castro Children’s Trust {controlled by Relief Defendant Phyllis Watson) be used
to pay consumer restitution; and (5) order that certain monies transferred to Defendants’

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,
between mid 2001 and early 2004, consumers paid an aggregate of $18,867,528 to Defendant
Network Services Depot.

WHEREAS, on September 29, 2006, the Court entered an order (Dkt. #143), which
granted the FTC’s motion for summary judgment, with one exception — the Court sought
additional briefing on the issue of monies transferred to Defendants’ attorneys.

WHEREAS, on September 17, 2007, the Court entered an order (Dkt. #175), which
found (1) that a portion of monies transferred to Defendants’ attorneys are recoverable under the
theory of constructive trust; and (2) that the FTC established by clear and convincing evidence
(a) that the fee funds derive from corporate defendants’ proceeds, (b) that the acquisition of the
funds was wrongful, and (c) that the FTC is entitled to the proceeds for consumer redress; but,
(3) that, as an equitable matter, the Court would permit payment of defense counsel’s reasonable
and documented attorneys fees on matters directly related to this specific litigation up to March
24, 2006.

WHEREAS, on January 8, 2009, the Court entered an order (Dkt. #228), which: (1) states
that it would grant Defendants’ attorney, the law firm of Jeffrey S. Benice, reasonable fees for
documented services directly related to this case between January 1, 2005, and April 1, 2006, at
the rate of $300 for Mr. Benice and at the rate of one-third what Mr. Benice originally requested
for other professional services provided by his firm, as well as costs through the period as
requested; and (2) ordered Benice to subimit to a revised motion for fees.

WHEREAS, on February 4, 2009, Mr. Benice filed a declaration (Dkt. #229) seeking
$194,382 in fees and costs.

WHEREAS, the FTC and Mr. Benice entered a stipulation on February 25, 2009 (Dkt.
#233), stating the amount of fees and costs to which Mr. Benice is entitled pursuant to the
January 7, 2009, order is $136,700.

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

modified the Stipulated Preliminary Injunction in this case so that Washington Mutual Bank may
Final Judgment and Order Page 3 of 21



2

[ R e e I~ > W W IR LS % }

Case 2:05-cv-00440-LDG-LRL  Document 250-6  Filed 09/15/2009 Page 7 of 45
Case 2:05-cv-00440-LDG-LRL  Document 236  Filed 03/05/2009 Page 4 of 21

enforce its remedies against real property owned by Defendant Gregory High, located at 90 Echo

Run, Irvine, CA. That order stated that, “if [surplus funds resulting from Washington Mutual’s
foreclosure proceedings] are realized afier a final order has been entered in this matter, such
surplus funds be transferred to the FTC pursuant to the terms of the final order.”

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

Motion Pursuant to the Cowrt’s January 7, 2009, Order for Entry of Final Judgment and Order.
THEREFORE, it is hereby ORDER, ADJUDGED, and DECREED as follows:

FINDINGS

1. This Court has jurisdiction over the subject matter of this case and jurisdiction over all
parties.

2. Venue in this district is proper under 15 U.S.C. § 53(b) and 28 U.S.C. § 1391(b) and (c).

3, The activities of Defendants are in or affecting commerce, as defined in the FTC Act, 15
U.S.C. §44.

4. 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).

5. This Order incorporates the findings and conclusions set forth in the September 29, 2006,
order {(Dkt. #143) entered by this Court in this case.

6. 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.

7. This Order incorporates the findings and conclusions set forth in the March 24, 20006,
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.

8. Having reviewed the February 23, 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 firm of Jeffrey S. Benice is entitled to $136,700 for
reasonable attorney fees and costs directly related to this case between January 1, 2005,
and April 1, 2006. Therefore, pursuant to the Attorney Fees Orders, the FTC is entitled,
for consumer restitution, to the retainer funds paid to the law firm of Jeffrey S. Benice in
excess of $136,700, which amounts to $238,300.

9. The paragraphs of this Order shall be read as the necessary requirements for compliance
and not as alternatives for compliance, and no paragraph serves to modify another
paragraph unless expressly so stated.

10. Each party shall bear its own costs and attorneys” fees.

11. };ntry of this Order is in the public interest.

DEFINITIONS

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
“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
denominated, that is covered by the Franchise Rule or the Business Opportunity Rule, or that
consists of the payment of any consideration in exchange for:

a. the right or means to offer, sell, or distribute goods or services (regardless
of whether identified by a trademark, service mark, trade name,
advertising, or other commercial symbol); and

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

D. “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
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.
L “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.
I “Relief Defendant™ means Phyllis Watson.
ORDER
L
BAN ON SALE OF FRANCHISES AND BUSINESS VENTURES
1T 1S THEREFORE ORDERED that the Corporate Defendants and Defendant Charles

V. Castro, directly or through any corporation, partnership, subsidiary, division, trade name,
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device, or other entity, are hereby permanently restrained and enjoined from:
A Advertising, marketing, promoting, offering for sale, selling, or assisting any
other person in the sale of any Business Venture; or
B. 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;
C. Holding any ownership interest, share, or stock in, any person engaged in
advertising, marketing, promoting, offering for sale, or selling any Business
Venture; or
D. Serving as an employee, officer, director, trustee, general manager of, or
consultant or advisor to, any person engaged in advertising, marketing,
promoting, offering for sale, or selling any Business Venture.
Nothing in this Order shall be read as an exception to this Section.
11.
PROHIBITED REPRESENTATIONS
IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale,
licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or
services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade
name, device, or other entity, and their officers, agents, servants, employees, and attomeys, and
all persons and entities in active concert or participation with them wheo receive actual notice of
this Order, by personal service or otherwise, are hereby enjoined from misrepresenting,
expressly or by implication, any material fact, including, but not limited to:
A. The existence, performance, efficacy, nature, or central characteristic of such
good or service;
B. The income, profit, or sales volume that a purchaser of such good or service is
likely to achieve;

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.
1.
MEANS AND INSTRUMENTALITIES

IT 1S FURTHER ORDERED that, in connection with the advertising, offering for sale,
licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or
services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade
name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and
all persons and entities in active concert or participation with them who receive actual notice of
this Order, by personal service or otherwise, are hereby enjoined from providing to others the

means or instrumentalities with which to make misrepresentations, expressly or by implication,

of any material fact, including, but not limited to, providing others with materials that contain
false representations conceming:
A The existence, performance, efficacy, nature, or central characteristic of such
good or service;
B. 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
service.
IV.
MONETARY RELIEF
IT 1S FURTHER ORDERED that:
Al 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
Final Judgment and Order Page 8 of 21
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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.5.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
administered by the FTC, or its designated agent, to be used for equitable relief,
including, but not limited to, restitution and any attendant expenses for the
administration of any monetary fund. If the Commission determines, in its sole
discretion, that direct restitution for consumers is wholly or partially

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 1S 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:

l. 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;

[R8]

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
Final Judgment and Order Page 10 of 21
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3. Three thousand dollars ($3,000) currently heid 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 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 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 counsel or 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.
Jeftrey S. Benice, a Professional Law Corporation, its successors, and/or assigns
shall:
I. Immediately upon receiving actual notice of this Order by personal service

or otherwise, {a) segregate two hundred thirty-eight thousand, three
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hundred doilars ($238,300) (“Benice Funds™), (b) designate the Benice
Funds as: “Retainer Funds Subject to Consumer Restitution in F7C v.
Network Services Depot;” and (c) transfer the Benice Funds to a trust

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

[R]

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.”

F. 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.

G. All payments required to be made to the Commission or its agents or
representatives under this Section shall be used as equitable monetary relief to
redress consumer injury in accordance with the Section titled “Monetary Relief”
and shall be made by electronic funds transfer in accordance with directions
provided by the Commission.

VL
LIFTING OF THE ASSET FREEZE
IT IS FURTHER ORDERED that the freeze of the assets pursuant to the Stipulated

Preliminary Injunction in this case shall be lifted to the extent necessary to transfer assets

Final Judgment and Order Page 12 of 21
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pursuant to Section V.A-D. Once all such assets required to be transferred under such provisions
have been transferred, as evidenced by a letter confirming receipt of same from counsel for the
Commission, the freeze of the remaining assets shall be lifted permanently.
VII.
FORFEITURE ACTION
I'T IS FURTHER ORDERED that, with respect to any assets seized from Bank of
America Accounts in the name of Bikini Vending Corporation by the Federal Bureau of
Investigation, including approximately one million, five hundred twenty-four thousand dollars
(51,524,000}, which is or has been the subject of U.S. v. 81,524,438.90, _SACV 04-910-AHS-
MLG (C.D. Calif.):

A. Within five (5) business days of the date of entry of this Order, Defendants shall
release any and all claims they may have to such assets,

B. 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 counsel or otherwise.

C. 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.

D. Any such assets transferred to the Commission shall be used as equitable
monetary relief to redress consumer injury in accordance with the Section titled
“Monetary Relief” and shall partially satisfy the monetary judgment set forth in
that section.

VIIL
CUSTOMER LISTS

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

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

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 of the
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
aperation;

B. In addition, the Comimission is authorized to use all other lawful means, including
but not limited to:
| 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;

2 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

C. Defendants each shall permit representatives of the Commission to interview any
employer, consultant, independent contractor, representative, agent,

or employee who has agreed to such an interview, relating in any way to any
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conduct subject to this Order. The person interviewed may have counsel present.
Provided however, that nothing in this Order shall limit the Commission’s lawful use of
compulsory pracess, pursuant to Sections 9 and 20 of the FTC Act, 15 U.S.C. §§ 49, 57b-1, to
obtain any documentary material, tangible things, testimony, or information relevant to unfair or
deceptive acts or practices in or affecting commerce (within the meaning of 15 U.5.C. §
45(a)(1)).
X.
COMPLIANCE REPORTING
IT IS FURTHER ORDERED that, in order that compliance with the provisions of this
Order may be monitored:
Al For a period of five (5) years from the date of entry of this Order,
l. 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 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

C. Any changes in such Defendant’s name or use of any aliases or
fictitious names:

2. Defendants shall notify the Commiission of any changes in structure of any

Final Judgment and Order ‘ Page 15 of 21
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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; ora
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.
B. 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:
I. 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
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

business or employment; and
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c. Any other changes reciuired to be reported under Subsection A of
this Section.
2. For all Defendants:
a. A copy of each acknowledgment of receipt of this Order, obtained
pursuant to the Section titled “Distribution of Order;” and
b. Any other changes required to be reported under Subsection A of
this Section.

C. Each Defendant shall notify the Commission of the filing of a bankruptcy petition
by such Defendant within fifteen (15) days of filing.

D. 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, Inc., 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(iiftc.gov.

E. For purposes of the compliance reporting and monitoring required by this Order,
the Commission is authorized to communicate directly with each Defendant and
Relief Defendant.
XI1.
RECORD KEEPING PROVISIONS
IT IS FURTHER ORDERED that, for a period of eight (8) years from the date of entry

of this Order, Defendants, in connection with any business where any Defendant is the majority
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owner of the business or directly or indirectly manages or controls the business, and their agents,
employees, officers, corporations, and those persons in active concert or participation with them
who receive actual notice of this Order by personal service or otherwise, are hereby restrained
and enjoined from failing to create and retain the following records:

A. Accounting records that reflect the cost of goods or services sold, revenues
generated, and the disbursement of such revenues;

B. 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;

C. 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;

D. Complaints and refund requests (whether received directly, indirectly, or through
any third party) and any responses to those complaints or requests;

E. Copies of all sales scripts, training materials, advertisements, or other marketing
materials; and

F. All records and documents necessary to demonstrate full compliance with each
provision of this Order, including but not limited to, copies of acknowledgments
of receipt of this Order required by the Sections titled “Distribution of Order™ and
“Acknowledgment of Receipt of Order” and all reports submitted to the FTC
pursuant to the Section titled “Compliance Reporting.”

XII.
DISTRIBUTION OF ORDER

IT 1S FURTHER ORDERED that, for a period of five (5) years from the date of entry
Final Judgment and Order Page 18 of 21
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of this 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 (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 resuiting 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. 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 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.

C. Individual Defendant as employee or nen-control persen: For any business

where an Individual Defendant is not a controlling person of a business but

Final Judgment and Order Page 19 of 21
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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
the Order, within thirty {30) days of delivery, from all persons receiving a copy of
the Order pursuant to this Section.

X111
ACKNOWLEDGMENT OF RECEIPT OF ORDER
IT IS FURTHER ORDERED that each Defendant and Relief Defendant, within five (5)
business days of receipt of this Order as entered by the Court, must submit to the Commission a
truthful sworn statement acknowledging receipt of this Order.
XIV.
SEVERABILITY
IT IS FURTHER ORDERED thai the provisions of this Order are separate and
severable from one another. If any provision is stayed or determined to be invalid, the remaining
provisions shall remain in full force and effect.
J XV,
RETENTION OF JURISDICTION
IT IS FURTHER ORDERED that this Court shall retain jurisdiction of this matter for

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

/
IT IS SO ORDERED, this 2 _day of [}2 A ,200?
Dated: Oc( /}
‘Q‘ ‘&&M : [LOYDD. GE

e,
GE 7
U.S. DISTRICT/COURT JUDGE

Final Judgment and Order Page 20 of 21
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Respectfully submitted,
/s/ Lisa D. Rosenthal

Final Judgment and Order

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@fic.gov
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AQ BEB (Rev. 81/09) Subpoena to Produce Documents, Information, or Objects or to Permit Inspection of Premises

UNITED STATES DISTRICT COURT
for the
Central District of California

Federal Trade Commission

Plaintiff’
V.

Netwark Services Depot, Inc. et al.

Civil Action No. CV-8-05-0440-LDG-LRL

(If the action is pending in another district, state where:

District of Nevada

Defendant

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

dProductz‘on: 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 Individuai Defendant.”

Place: Federal Trade Commission Date and Time:
10877 Wilshire Boulevard, Suiet 700 .
Los Angeles, CA 80024 05/07/2009 5:00 pm

(3 Inspection of Premises: YOU ARE COMMANDED to permit 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.

Place: 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 of party) 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 BBB (Rev. 01/09) Subpoena to Produce Documents, Informaotion, or Objects or to Permit Inspection of Premises

UNITED STATES DISTRICT COURT
for the
Central District of California

Federal Trade Commission

Plaintifl
V.
Network Services Depot, Inc. et al.

Civil Action No. CV-8-05-0440-LDG-LRL

(If the action is pending in another district, state where:

District of Nevada

Defendant

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

dProduction: YOU ARE COMMANDED to produce at the time, date, and place set forth below the following
documents, electronicaily stored information, 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 Date and Time:
10877 Wilshire Boulevard, Suiet 700
, 20 :
Los Angeles, CA 90024 05/07/2009 5:00 pm

O Inspection of Premises: YOU ARE COMMANDED to permit 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.

Place: 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 ‘.__ A
: .
Signaiure of Clerk or Deputy Clerk iftorney s signature

The name, address, e-mail, and telephone number of the attorney representing (name of parry) 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







Case 2:05-cv-00440-LDG-LRL ~ Document 250-6 Filed 09/15/2009 Page 30 of 45

FEDERAL TRADE COMMISSION

TFINANCIAL STATEMENT OF INDIVIDUAL DEFENDANT

Instryciions:

1,

W

Complete all items. Enter “None™ or “N7A” (“Not Applicable”) where appropeiate. 1f you cannot fully angwer a
question, explain why.

“Dependents” include your live-in companion, dependent children, or any other person, whom you or your spouse
{or your children’s other parcnt) claimed or could have claimed as n dependent for tax parposes Al any time during
the past five years.

“Assets” anrl “Liabilities” include ALL assets and liabilities, located within the United States or elsewhere,
whether held individuatly or joinily.

Attach continuation pages 13 needed. On the finaneial staterment, slate niext to the Item number that the item is
being eoniinued. On the continuation page(s), identify the Item number(s) being conlinued.

Type or print tegibly.
Initial each page in the space provided in the lower right corner.

Sign and date the completed finaneial statement on the last page.

Penaliy for False Information:

Federal low provides thal any person may be imprisoncd for not more thae five years, {ined, or hoth, if such person:

(1) “in wny 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 materiaf fact, ar makes any false,
fictitious or fraudulent stalements or representations, or makes or uses any false writing or document knowing the
same to contain sny false, fictitious or frauduient siatement or entry™ {18 U.S.C. § 1001);

() “inany ... statement under penally of perjury as permitted under section 1746 of title 28, United States Caode,
willfully subscribes ag true any material matier which he does not belleve to be true” (18 U.5.C. § 1621); or

(3 “inany (., . sintement vnder pennlty of perjury as permilted under section 1746 of title 28, United States
Code) in any proceeding before or sucillary to any court or grand jury of the United Stotes knewingly makes any
false material declsration or makes or uses any other information . . . knowing the same to contain any fhlse
material declaration” (18 11.9.C. § 1623}

For a felony conviction under the provisians cited above, federal law provides that the fine may be oot morg than the
preater of (i) $250,000 for an individual or $300,000 for & corporation, or (ii) if the felony resuits in pecuniary gain to any
person or peenniary loss to any person ather than the defendnnt, thie greaier of twice the gross grin or twice tlie gross loss.
‘18 U.8.C. § 3571,
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L]

BACKGROUNI INFORMATION

Itom 1. Information Abount You
e g
Your Full Name . & 'Ffiﬁ'?"." S . gfﬁ. L2 Sacial Security No

Place of Birlh i ot (L % Daic of Birln i
- ) D ' s » &
Current Address [‘\) [’l'i\'fv‘“ﬂb'ﬂ ?’“9('5'4-‘ ; L/" Ry e ﬁ'ﬂwgt’ifﬁa From (Date) P"#f’?,.ﬂﬁ 7

Rent ar Own? ]Q 1. 47 Telephone No. ;L - %13 L6 FacsimileNo. ="~ -

" a . s - i é-’"
E-Mail Address & <> & (O Sﬁf*’ﬁt’.-‘z’:{ ?‘7?:"3“ e ol Internet Fome Page

Previous Addresses for past five years: Y
Address 21 AJ"Q"" o 2 :Dr""“’"‘” Renl or Own? wan Trom/Until Z:_’;Z P, ?""’ 2 ';j
Address_Z- | AV{’JYV&'{IM s At €8 Rent or Own? flos, 'f"me/_UjI 2O {, — Zr.ut?

3B flewWHIN L Aase LA 0 G AL PPN J 200 ~ 260 (e
Tdextify any other name(s) and/er secial seeutity number(s) yon have used, and the time period(§) during which they

were ussd IU O N AL

Btem 2. Information About Your Spouse or Live-In Companion tUI A’_ / D J'b,f_:. rcg_@‘)ﬂ Lk T Lr-D

Sponse/Companion’s Nune : Social Sceurity No.

Place of Birth DPate af Birth

Identify any other name(s} and/or social security number(3} your spouscicompanion has used, and the time period(s}

during which they were used

Address fif different from vours)

From {Data) Rent or Own? Telephone No,

Employer’s Name and Address

Joh Title Years in Present Job Annual Gross Salary/Wages &

Items 3. Informaiion Ahaut Your Previous Spouse [l [ ﬂ/

Previous Bpenuse’s Mane & Address

Social Security No, Dato of Birth

Hem Contact Informuntion

/
Papge 2 Inhiuls.(':rS \ ’5
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Name & Address of Nearest Living Rciatwc or frlenti - E O kr@"lﬂ’m_/

{k M{)AM{fﬂ—f j Telephane No, Q{ / = (;S’.?L’ﬂog\f

Itn o Infam&;‘:;ﬁlldliactt Dcpen&cnts Who Lm: W:th You |
*Name /;’%ﬂ o e /{"Z‘:Wr A " Date of Bitth N 7:_
Relationship D‘q u‘? i {24 Social Security Ne.
Name____ L __Date of Birth
Relationship Social Security Mo,
CiName__ - Dale of Birth """
Relationship : Social Sectrity Mo,
Ttem 6. . . . Information About Dependents Who Do Nat Live With You
»Name & Addrass
Date of Birth -~ Relationship Sochal Security Ne,
T NemeAddlsess T T
Date of Birth Relationship Social Security Mo.
+Name & Address
Date of Birth Relafionship Social Security No.
tem 7. Employmeni Infornintion

Provide the following information for this year-to-date and for each of the previous five i1l years, for each company of
which you wore o director, officer, employee, agent, eopiractar, participant or congultant ot any time during that period,
“Incame” inctudes, but is not limited to, auy salary, commissions, draws, conwlting fees, loans, loan paymonls, dividends,
royallics or other henefits for which you did not pay (g.g., health insurance premiums, automobile lease or loan payments)
received by you or anyone eise on your hehalf, o "Toaen

Camver ., H
+Company Nare & Address_ DL £ ele / Laco ma pn/ T 10y T G
Cot oz 6 14 7

Dates Tmployad: From (Month/Year) [6}9 17, { To (Month/Year} C}L‘ff\’f—'“"f"

Positions Held with Beginning and Ending Dates Plf Il‘ L P /

tom 7. continued

Tnitials ®

Page 3
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1

ﬁ Uiad\ I héche . !3;17;« v )

Tncome Received: This year-io-date: 5 W20 l(".f’\dl’—bu‘-.r ! %
20 Db © &
: 5 L : ¥
»Company Name & Address WW@‘W —
Dates Employed: From (Month/Yeat) To (Month/Year) o
Positions Hetd with Beginning and Ending Dates
Income Received: This year-to-dute: § : 5
20 18 : f
: B _ : 8
»Company Name & Addyress “_
Dates Employed: From (Month/Year) To (Month/Year) ~
Positions Meld with Beginning and Ending Dates L
Incoine Received: This year-to-date: § : $
29 HIN t ¥
5 : 5
Ttem 3. Pepding Lawsnits Filed by You or Your Spouse b a

List atl pending Jawsuits that have been fifed by you or your spouse in court or before an administrative agency. (List
lawsuits that resulicd in final judgments or settlements in licms 16 and 23).

Opposing Party™s Nome & Address __ |3 S5 U T.‘?D.é,ma-—'—"\ T:J S\)] 1 F]Sﬂ‘w_ﬂm

Court’s Mame & Address u % E} (. (:,QLJ f’-_ ’
SAC 67 el —, —
Dockol No, :riail(mr Roquested & ¥ Natuse of Lawsuit__/ 2 ¥

Stms LY AN AL L

Item 9, Pending Lawsuits Filed Against You or Your Spousc

1.ist all pending lswsyits that have been fited apgaingt you or your spouse in court or before an adminisirotive ngency, {List

Page 4 Inili.‘llsé__ah(
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Belen am .
ACohs d?lﬁ" m:ﬂ

lﬁwwum thnt rcsult.c:[ in f'ual Judgmcnls or seulcmcnts in Items 16 and 25). U / 30 -

Opposing Party’s Name & Address Etf: lﬁm V. O’{/‘*“ A gb*&f“f\f‘u V- I5W ‘”i’ ot

b'mﬁ"‘%i Kb e~ G’Ll 2'?2?
Court's Name & Address 0(, ’:h,/ PC/MW 2 ’Pﬁ - C&)

Docket New Relief Requested || = 2 52% s Wature of Lawstiit ui/‘)—"&/ Z—tl".r‘.’.a‘“ S

‘ Stalgﬁg‘h%m - é‘i’;ﬁ(ﬂ-ﬂ ',‘ — ﬂDE}fm "'"I../Dﬁ‘a.'/f‘r{
’&w.u,u. éam-» O Lovtd Suyge Cat
“Htem 16, 2 nﬁﬁ% ﬂmso’lf

List ail safe deposit boxes, loeated within the United States ar elsewhere, held by you, your 3pouse, of any of your
dependents, or held by others for the benefit of you, your spouse, or any of your depentdents. Ona separare page,
dmcnbe ihe contenrs of each bax.

Owner’s Name Mame & Address af Depozitory Insiiiution Box Mo,
Wi fe—
He . Business Interesis

Liat al} husinesses for which you, your spouse, or your dependents arc an officer or director.

»Business’ MName & Address j{ﬁ Feg-1 Pepircr, :-‘4 AL

Business Farmat (2. g, corporation) e & - Degeriptian of Business Z-}'/L‘Lf)

Position(s) Held, and By Whom _ ?of‘z (G heg -
rBuginess’ Name & Address !dﬂj Tﬁ/"""’ é&? h H )3 eed C{(Q{f"”’ f["‘(/“ £ 92072 L»;
Business Formal (e.g, corparation) Ch’lﬁb’d Tlgin, Deseription of Business CALJ\) ’ﬁ;’r\.

Position(a} Fleld, and By Whom

»Busipcss” Wame & Acddreas

Business Fotmal {e.g. corporation) Description of Business

Paosition(s) Held, and By Whom

l#-
Page 5 ' Tnitiafs "'l""”“' '
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elsewhere, whether held individually or joinily

Item 12; e Cshy Bank; and-Moncy Market-Accounty _ e

List cash and ril bank and moncy market aceounis, including bul not Himited to, checking aceounts, navings accounts, and
cortificates of depesit, held by you, your spouge, or your dependents, or held by others for the benefit of you, your spouse,
~epryeur dependentz. The-term-~cash® ineludes currency and uncashed checls.

Cash on Hand § C-P Cash Held For Your Benefit $ O
Name gn Aceonnt MName & Mddress of Finaneial Institution Account No. Current
Balance
; A 7 ) =
ot e AL ES Poavicss | s e Cague,
Aaee L8 - as of 7-35{0,
$
. _ 8
b
8
i
Hem 13. U.S. Government Securitics

List all U.8. Government scourities, including but not limited {0, savings bonds, treasury bills, and treasury notes, hield by
you, yaur gpouse, or your dependents, or held by others for the benefit of you, youwr sposise, or your dependents.

Name on Account Tyne af Obligation | Scewrity Amoun!  Mabwiiy Pote
(o O™ s
b
_ 5
Ttem 14, Pollicly Traded Sceuritics amil Loans Sccired hy Them [.J"\,Lh'ui.

Pape 6 Initials 4{}}_&__.
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o

List all publicly traded securitics, including but not limited to, sjeeks, stnck options, registered ond bearer bonds, state and
municipal bonds, and mutual funds, held by 0w, youg spouse; or your depiendents, or keld by others for the benefit of
you, your spouse, or your dependents, my e

»]ssuer L Type of Security Na. of Units Owned
Name on Seeurity Current Fair Market Value $___ Loan(s) Agninst Security §
Broker House, Address » Broker Account MNa.
rlssuer Type of Socurity No. of Units Owned
Name on Sceurity Current Fair Market Value 8 Loan(s) Apainst Security $
Broker Howse, Addreas Broker Account Na,

liem 15. Othcr Nosiness Iniercsiﬁtf holk wen ‘i‘fﬂﬂ{ﬂ"ﬂb ﬂ"l"&&‘k' v O plon b}....-
!9 vy 4 jpeened c.m;'-] /f@ VT e o agiaen .q:‘wfv'-— ,jJ-‘

Liat all othicr businefs interests, including but not limited to, £an-publie corperations, subchapter-3 corporations, limited =]

linbility corporations {*1.1.Cs™), general or limited partnership interests, joint ventures, solc proprictorships, and oil and

mineral leases, held by you. your spouse, or your dependents, or held by others for the banefit of you, your sponse, or

your dependants.

»Buginess Formal MC? &W Business’ Name & Address
Ownership %
Owuer (e.g., sclf, spouse) ___ Curtent Fuir Market Vqluc b
»Business Format ﬂ&r {1 ﬁwﬂ / Business' Name & Address !QS’D??M éﬂ-?‘\- 24 ﬂ:‘ ey
! Ointer vsn co 53431
Ownership % 5! o
Owner {e.g., self, spouse) Current Fair Markct Valoe § LA W
Item £6. -Monetnry Judgnments er Sclilements Owed io You, Yonr Sponse, or Your Dependents

List ali monetary jadpments or sellicments owed 1o yau, your spouse, or your dependents,

»Opposing Party's Name & Addreas {f\)éMffm ﬁN‘-’) /q’hﬁ/{z_d(ﬂ

Court’s Mame & Address Dacket No.

Nature el Lawsit Date of Judgment Aunount §

+Oppasing Patly’s Name & Adidress

Court's Wame & Address Dacket No,
Nature of Lawsuit Date of Tudgment Amouni §,
Jeom Other Amounts Owed to Yon, Your Sponse, or Your Hependents

Page 7 Initials
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Listall other smouats owed teryon,-yowr spoyseroryentdependents. . Sz mntee

Debtur’a Namte, Address, & Telephone No.

Original Amonnt Owed § Current Amount Owed § __WMonthly Payment §

-ltn 8. Life Insntrance Policies

List all life insurance policies heid by you, your spouse, of Your dependents,

g ; .
Minsuranes Campany’s Name, Address, & Tefephone-No.-. P}..) whﬂ?—-ﬂ ke C"Wa—*e?‘*&s’l-""“

Pﬁmﬂ" o
Tnsured ‘J(f/i/f .«,:"Z'Mm/\ Reneficiary T Cﬁ‘l/(ft.«M ‘f‘-’%ﬁ Tace Valie § ZHZ’ -":’W

Rt Y

e LT T 5

Policy Nn. Loanq Against Policy § Surrender Value b

rinzurance Company's Name, Address, & Telophone No, _

Insured Beneliciary Face Value §
Palicy No. Loana Agninst Policy § Surrender Valus §
licm 19. Deferred Income Arpangemcnts [}\_)g_’/\-._,._,,.-

List all deferred income arrangements, including bul net limited to, deforred annuitics, pensions plags, profit-shaving
plans, 401(1) plnas, IRA2, Keoghs, and other retirement aceounts, held by yow, your spouse, or your dependents, or held
by others for the benefit of you, your spouse, or your dependents.

rMName on Ascourt Type of Plan Date Established

Trastee or Administrator’s Name, Address & Telephone No,

Aceount No. Surrender Value §

»Name on Account Type of Plan Date Established

Trustes or Administestor’s Name, Address & Telephone No,

Account Na. . Surrender Value §__

Ttem 20, Personnl Praperty

List all personal property, by catogery, whether held for pergonal use or for investmend, including but not Jimited to,

Page § Jnitinds
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Fornitareamd household-gonds of value, compuler cquipment; clectronics, coins, stamps, artwork, gerostones, jewelry,
bullion, other collectibles, copyrights, palcnts, and ather intellectaal property, held by you, yow* spouse, or your
Sependents, or held Gy othefs for the henefdt of you, your spotise, ar your dependents.

Property_Calepory Nane of Qumey Property Loeatiog Azquisition Cugrent
fe.o.. attworle, fewelrvi ,-’j' Cost Value
(V - S~ "‘l..\ v
: ﬂ 1)c(, (’ e Wrfir— AL et [0 Mestyan (20060 $ e ifar s  Fe dacto
' Cdey o EANNE, (. — 2L 00
— § §
o . ¥
M"&@ 3 5
i 5 $
—— b 5

Yem 21, €Cars, Trucls, Motoreyeles, Boats, Airpianes, and Other Vehicles

Listall cars, frucks, motoreyeles, hoats, airplanes, and other vehicles owned or operated by you, your spause, or your
dependents, or held by others for the benefit of you, your spouse, or your dependonts,

»Vehicle Type 2ED K= hake _CD o Model 7< Sf Year oitsS

Registered Owner’s Name ﬁﬂf"? vfgﬂf'faﬂift Registvation State & No,
..Address of Vehicle’s Loeation 1 & W A Codorr— Lo K2 o ﬁ"iM"f ( B
: wﬂ% ice 8 4/ 12[01’..0 ﬂ%mm Value §- g (M Acconnfl,oan No. T

Lender’s Name and Address > lﬁ'a%’%’ Uﬂ"nm%/-

Original Loan Amount £ “'11 J?‘gd—l’/bﬁ’ Cwmrent Lont Balanco 3 Q’ﬁgﬂ&‘) Moantlhly Payment 8 7\':‘)“13

»Vehicle Type 2. €71 Make E{,-U‘ 2o Model H’TM{% & Year oZded L'f‘
. oo L
Registered Owner's Name '~ &4V Jgvtnn Registration State & No.

Ar{l:lgrass of Vehicle’s Location | & ﬂt;'o‘)‘m '?- W&, L idevm gl LA
ool . Wi /[,(,u

P __Current Value § L 4 LA Account/Loan No.

Lender's Name and Address é»/\ﬂt‘ﬂ’r” e wv }

(2ot gwﬂ‘
Original Lo Amount § /& (& s fz’@i/ &t urrent Lonn Balance § b TM- d Monthly Payment§_ 7§ <¢< i 2¢ s

Iteis 21, Conifhoed

. a 1 3
»Vehicle Type 2 {0 Make -y N .. Model C"w""’g'“é. L v Year_ 2t ‘.
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Registration State & MNe.

Eusba fiors ¢

p—— FOP
Address of Veticle's Loaaion _JeB (52 & ot Com {7 By,

Cugrent Value & 2 piAR

Purchase Price § 21{”} (AN

Aceount/Loan No,

Lender’s Nome and Address W Wﬂsﬂﬂ-’

' (G0 %

Original Loan Amount §_#% 7’” v Current Lopn Balance § § Monthly Fayment $ §

a wa'b.:mra G99 | fZ (A4S ﬁlmb Rio, 570 d-:e-f’:, Fezoewdivl ! (202 A
;:"l{.‘fn" TNl / )

Ren) Property

List all renl extate held hy you, your spotse, or your dependents, or held by others fnr the benefit of you, your spouse, or

your dependonts.

*Type of Properly # Pe ‘Len "-L(vﬁfd W)

! pr 'ﬁ&?’?fg?“ﬂ.n. 2 AYasn

Property’s Loeation 3‘0 fzﬂ“_ug'fuq Lo Li@;o [

Mame(s) on Title and Ownership Percentages g\fﬁm 3 e r#‘!&‘f ((W"?J )_ F ey ot ﬁ(z:

Acquisition Detc 24D

Purchase Price 21V #, duad

C oM ,rm;.i‘; >

Current Value §_ 72

Rasis of Valuation

1.0an or Accoant N

e

Lender' s Name and Addross Wdﬂé‘

Curtent Balpuce On Fiest Mostpapge S ’?Sﬂ e ¥

Diher Loan(s) (describe)

Monthly Payment _&f P60

Cumrent Balence $

Manthly Paymenl § Rerital Unit?

Menthly Rent Beceived §

*Type of Property

Name(s) on Title and Ownership Percentoges

Property’s Location

Acquisition Date Purchiase Price §

Curtent Value $

Basis of Yalualion

Loan or Accoumnt Mo,

Lender’s Name 2ad Address

Current Balance On First Mortgage §

Muonthly Payment §

Other Loan(s) {(describe)

Current Balaneo §

Monthly Puyment §

Rental Unit?

Monthly Rent Reeeived §

Tiem Z3. Credit Cnrds

Lisi cach credit card held by you, your spouse, or your dependents. Also list any siher credit cards that you, your spouse,

or your dependents use.

Fage 16
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Name of Creclit Card (e.0., ¥isa, Acgount No, T MNamelslon Current Minimum
MasterCard, Drepariment Store) Accoutt Balance Monthly Pavinent

- 1 Ji% b

2 A2io s 2o

}t@i‘.i[ﬂuw % ‘_/p —f— 5
- s g
3 b
) T 5_ 3
: 5

nc'i{{gs', o Taxcs Fayalite

List all taxes, such as income taxes or renl estate tixes, owed by you, your sgouse, or your dependants.

T ey Y S , g PN N SN o

Ot ot IS —— i =
i g A8 Daabs 1596 - 2upi”

— KR, ) f
e . '_
__ $
ot

Tiem 248, Indgments or Sctilements Oweil

(4

List all judpments or aciilomeants ewed by you, your spause, or your dependents. b\ l:‘:“ca‘} 0{9”’:} ; 0@!
%, /

- i
Opposing Purty’s Name & Address pij\_ﬁ"‘l olg X Sed "’3""'5"'1/;: (]ny }W T
' P = zw v »
Court’s Name &Addres&_ﬁ C 5\?}«4 A CJ Dmk"tN“-M qi?.":

Nature of Lawsuit, Notoe (arg _A_f#/ e Datc_ﬁl\ ﬂ? 20 Pamomt § 2Ee a0 il

Poge il Inittals
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licim 26, Other Loans and Linbilities -

List ali other oans or liabilities i your, your sponge's, or your dependents’ names.
»Name & Address of Lender/Creditor A . dfv’f_’njm et .
Nature of Llability L 2t MName(s) on Liakility ;Wlé’?ﬁﬂm& + C,d:;?} .

. 3 - -~ -
Date of Liability 253‘:”7 -—-jD %:‘ifoum Borrowed § IC-L% A2 Current Balance §_{ O ¢2, Ly

Payinent Amount § %(DLL/ Frequency of Payment W‘i st v 7.

»Namc & Address of Lender/Creditor N

Nature of Linbility Narme(s) on Liability
Date of Liability Amatnt Borrowed § Current Belance $
Tayment Amount & ¥requency of Payment

OTHEAR FINANCIAL INFORMATION

Hem 27, Tax Returns

List all federal {ax relurns that were filed during the 1ast thiree years by or on behalt of you, your spouse, or your
dependents, Provide a copy of cach signed tax return that was filed during the last three years.

T Yenr Naine(=) on Retum Refupd Expected
2077 ::I o ¥ rg’{,ﬁ—;; e s (Vo
zools 4 Sy, Seaxhd £ s AD

“WO

Z2e0f : rr e {] i'=~>-?7 Srevaly’ 5

liem 28, Applications for Credit

List all applications for bank loans or other extengions of credit that you, y¥our spouse, or your dependents have submiticd
within the lnst two yenrs. Provide a copy of each application, including all anachments.

Name(s) on Applieation Name & Address of Lender
'j—_-‘ ey AD L e a __J-}nhﬂ M e B
ISH {V“'Z ;ang;.;,z G4 En

tem 29, T'rusts and Escrows

Page 12 Ititinls —
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LASTAIN finds or otfise wesctir e are being Tigliin trust or escrﬁ-{i;f-‘h?'&ny person or efitity for you, your spousc, or your
dependents.” ATsE fia aill Tinds or other assets that are being held-in Gust or escrow by you, Your spouse, o Your
dopendents, {or any person or entity. Provide copies of alf executed trust documents,

Trusiee or Escrow Apcpt’s, Patc Granlo Roncficiaries Present Maorket
Name & Address Dstablished Value of 4 55ety
b
5
5
_ §
Itcn 30, Transfers of Assels

L.ist each perspn 10 whoin you have trausferred, in the aggregate, more than $2,500 {n finds ar ather aseets during the
previons three years by loaw, gift, snle, or other transfer. For each such perzon, state the dotal amounl wansferred during

that period,

Transferze’s Name, Addness, & Belationshin Propeny Apgrooasle Tranzfcr Tyoo of Transfer
J [ransfarred Vlug Dais {e.p,. Loan, Giff)
D Lweolic bk _
—f Lf/v Tirees Te _ ‘ :
- - A Vet g md § (O &l s TALEIYD Secan e, o~
. . N e e mem s e e e }"{2_ H ; "fs;:l J C,_,‘L} a 1
2omp Bocm %
o g '_{_(
Sl ar
Hip $
t- O fog~ -
_ B
Wy
:
e Y

Page 13 Initials
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STIMMARY FINANCIAL SCHEDULES

Trom 31, Combincd Ralnoee Sheet for Yau, Your Spousc, andd Your Dependents

asseTs AS oF Sf26(v% LIABILITIES
Cash on Hand Credit Cards y
{ttom 12) 5 o260 (lem23) 5 230
Cash in Financial Institutiona . Motor Vehicles - Liens M
(item 12) $£‘ o (Item 21) 10 At
U.S. Gevernment Securities o Real Propetiy - Encumbrazocs //‘j w?ﬂ
{Jtem 13) $ {ltem 22} $ O
Publicly Traded Secarities . Lonns Against Publicly Traded Securities 7
(Ttem 14) ) [ (Tiem 14) $
Othor Business [nicrests ,= Taxes Paynble Co By
(item 15) s U (Ttem 24) 8 [etue - Do
Tudgments or Setilements Cwed ‘ Iudgments or Scttlements Owed I ot s
i You (liem 16y " S Q {Item 25) g Fog o +
_Otaer Amounis Owedto You - -« --r v g o= - Other Loans and Liabilities "
{ltem 17) TR 7 (Tterm 26) B_|{32 e
Surrender Value of Life Insurancs U
{Hem 18) S Other Linbilities {Itemizc)

- —Deferred Income Acrangemernts - )
(Ttem 19) 5 '('} 65%::’ Sofpad= @ s {Shun)

I(\ff?n‘:rlef;him 5 O ww?'f’l Mare PSS —
Real Property (9

{Item 22) ki ¥

Other Assets (Itomize) - &

—_ g 5

8 $

$ %

Total Asscls 8 é’?@m ‘f—‘ Toral Liabilities SM‘%%‘D{:

Page 14 ﬁ{,ﬁw{% :;d‘{j:mf Inirim@Z\
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Ttem 332, Combincd Average Monthly Income and Expenses for Yon, Your Spouse, and Your Dependents for
the Last 6 Months

Provide the average monthly income and expenses for you, your spouse, and your dependents for the last 6 months. Do
nol include credit card payments separately; rather, include eredit card expenditurcs in the appropriate catepories.

3 : — EX
INCOME 7% B PENSES D&,,r
Salary - After Taxes 337_?.; U2 Aﬂf W Morgage Payments for Residence{s) 5 QE A
Tees, Commissions, and Royalties (9 Property Taxes for Residence(s) 5 O
Rentat Properly Expenacs, Including ;7
Interost S____/D Marigage Pnyments, Taxes, and Insurance  §
Car or Other Vehicle Lease or Lean L

Dividends and Capital Gaing g 0 Payments § '519{;3
Gross Rental [ncome 5 {,‘} - Pood Expenses 3 2500

o £/ . 525
Profits from Sole Proprielovships  § Clothing Expenses k) o
Diistributions from Parmerships, o, -
S-Corporations, and LLCs 5 U Uhilitics 5 (&7 Vi) _
Distributions from Trusta and s
Estates s C') Medical Expsanses, Including Insurance ~ § G0
Distributions from Peferred = -
Income Arrangements 5 [/ Other Insurance Premiums s S
Social Security Paymeats B Z;' Other Transportation Bxpenses 8 ‘QU 5 A5

'y ZOCU
Alimony/Child Support Reccived § L/ Other Household Expenses 13 M Lécw‘”
'y C&_ w

dambling Income 2 C) Other Pxpenses (Ttemize) (‘}"m\d ‘

Other Income (ftemize) | Sa*:'“—"q”‘ g"fﬂ &"5*4— 5 {%{@
3 Wpmpn Thiz 5/ § 28y
I e P‘““l"’“{a’/ '$

%
b 5
Total Income § 9o pypy Total Expenses ‘Bﬁ:’ Eﬁ')@ -
A
e
Pape 15 Initlals =7
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' '
! -

ATTACHMENTS

Ttem 33, Documenés Atiached te this Fiaocinl Statement

List al] documents that arc being submiited with this financial statement.

Itern No. Documerntt Description of Docoment
Relates To

£ S Potaln Conpaut [ Linyfind >3 200 it

S bags i faet Dl 2w 2jo¥
Pnin v bowie Dowin

1 am submitting this financial statement witls the understanding that it may affect action by the Federnl Trade
Comission or ) federat court, T have used iy best cfforta to obtain the iinformation requested in this atatement. The
reaponges 1 have provided 1o the floms sbove 8¢ tiue and eomdain all the requcsted facts and informaticn of wiich 1 have
notice or knowledga. 1 have provided all requested documents io my custody, possession, or contral. Tknow of the
nenalties for false statements under 18 ULS.C. § 1001, 18 U.5.C. § 1621, and iR 11L.8.C, § 1623 (Gve years imprisonment
and/or fines). I cortify under pennity of porjury under the laws of the United States that the foregoing is towe ond correet.

Exoculed om:

(Gu)os Ve
{Dztey _ S]EM/ i

Fage 16 _ . Inilinls ___&”
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FEDERAL TRADE COMMISSION

FINANCIAL STATEMENT OF CORPORATE DEFENDANT

Instructions:

1.

Complete all items. Enter *None” or "N/A" (“Not Appiicable™) where appropriate. If you cannot fully answer a
question, explain why.

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.

When an [tem 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.

Attach continuation pages as needed. On the financial statement, state next to the Item number that the ltem is
being continued. On the continuation page(s), identify the Item number being continued.

Type or print legibly.

An officer of the corporation must sign and date the completed financial statement on the last page and mmal
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:

{1} “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.8.C. § 1621); or

(3) “in any (. . . statement under penalty of perjury 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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—— e . BACKGROUND INFORMATION .

— Corporation’s-Euli-Name

—Ytem . Genedril THIOFmEtion

Jiﬁf'f

Primary Business Add@ss L1o / M C"'r & }9/ el / 300 ~ _ From (Date) 2452.

| Telephone No. ~ L/~ bl Dbt Fax No. 7!4‘4 (9%[ 260 k“{
E-Mail Address @"W*Wﬂw %Iww .

nternet Home Page

Al other current addresses & previous addresses for past five years, including post office boxes and mail drops:

Address W % 6°X !@S?q From/Until /7?5"#”/&&
.;/M‘Ml CA' *q\?&—bg “é g—?? From/Unti}

Address

Address From/Until

%MM%A/LL——’-,— oA

All predecessor companies for past five years:

~ Name & Address W I A' From/Until
Name & Address From/Until
Name & Address From/Until
Item 2. Legal Informatio

: A —
~State & Date of Incorporation bﬁ%b’** T

Federal Taxpayer ID Nos

State Tax ID No. W/ l A" State U l ﬂ' Profit or Not Eor_P_rQﬁL__F_ﬁ/ lr M2 l[""’
Corporation’s Present Status: Active S( Inactive Dissolved

If Dissolved: Date dissolved By Whom

Reasons

Fiscal Year-End (Mo./Day) I T ! % | Corporation’s Business Activities L/J“\/\/

Item 3, Registered Agent ~
Name of Registered Agent (Y- éa/i(’ '

Address ém\.c/ Telephone No. .; W«"

Initials O/\—/

Page 2
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Item 4. Principal Stockholders

List all persons and entities that own at least 5% of the corporation’s stock.

Name & Address % Owned

% 1&(‘4‘:/ /g/th'»-— as awp\‘ /00
"l 10 Misia Uil
Wﬂ//ﬁmm,&z

%,

Item 5. Board Members

List all members of the corporation’s Board of Directors.

Name & Address % Owned Term (From/Until)
Jerr Prgm i /ém 21 ¢ \) 100
(a Mf‘%,l:l ‘h

Lodir Danniycs 52,4 .

7

Item 6. Officers

List all of the corporation’s officers, inciuding de facto officers {individuals with significant management responsibility
whose titles do not reflect the nature of their positions).

Name & Address % Owned

,\/][/At Bau Y 'ﬂt e~ —Mzﬁ——

Pape 3 Initials Q



Case 2:05-cv-00440-LDG-LRL  Document 250-7  Filed 09/15/2009 Page 5 of 35

Item 7. Businesses Related to the Corporation— .

List all corporations, partnerships, and other business entities in which this corporation has an ownership interest.

Name & Address Business Activities % Qwned

() Ppe—

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

91/4.00

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

;N/}\/

Page 4 Initials
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-Item 10. Outside Accountants

List all outside accountants retained by the corporation during the last three years.

Name Firm Name Address CPA/PA?

B ;nm{ibu JCPA Vrea, cd . cra

Item 11, Corporation’s Recordkeeping

List-all individuals within the corporation with responsibility for keeping the corporation’s-finaneial-books and records for
the last three years.

Name. Address, & Telephone Number Position(s) Heid

M D (_‘sm A% Pl \J Pott

Tiem 12. Attorneys

List all attorneys retained by the corporation during the last three years.

Name Firm Name Address

N2

Page 5 Initials
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Item 13. Pending Lawsuits Filed by the Corporation AL “

List ail 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 of the corporation in Item 25).

Opposing Party’s Name & Address

Court's Name & Address

Dacket No. Relief Requested

Status

Nature of Lawsuit

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit
Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit
Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit
Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit
Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Reguested Nature of Lawsuit
Status

Page 6 Initials



Case 2:05-cv-00440-LDG-LRL
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Item i4. Current Lawsuits Filed Against the Corporation <’W M / .
N JCHP em 4

lawsuits that resulted in final judgments, settlements, or orders in Items 26 - 27).

List all pending lawsuits that have been filed against the corporation in court or bef Cdmlﬁls[atwe agency. Li;%/

Opposing Party’s Name & Address

VS v, 'é'\’/‘fv" Ty

Court’s Name & Address

Docket Na. Relief Requested

Status

= u.%

LA
Nature of Lawsuit

Opposing Party's Name & Address

Court’s Name & Address

Docket No. Relief Requested

Status

Nature of Lawsuit

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested

Status

Nature of Lawsuit

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit
Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket Na. Relief Requested Nature of Lawsuit
Status

Opposing Party’s Name & Address

Court’s Name & Address

Docket No. Relief Requested Nature of Lawsuit
Status

Pape 7

[nitials
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Item [35. Bankruptey Infermation A B

List all state-insolvency and federal bankruptcy proceedings involving the corporation. M m{

Commencement Date Termination Date Docket No.

If State Court: Court & County If Federal Court: District

Dispaosition

Item _16. Safe Deposit Boxes wm/

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: When an Item asks for information about assets or liabilities “held by the corporation,” include
ALL such assets and labilities, Jocated within the United States or elsewhere, held by the corporation or held by
others for the benefit of the 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/ Tax Year Tax Due Tax Paid Tax Due Tax Paid Preparer’s Name
State/Both Federal Federal State State
M “u— SM,et T .
2071 T,  toclsh o it B Lonnzandly
b h) $ i
5 by 3 5

Item 18. Financial Statements
Page 8 Ini{ials;
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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. Aftach copies of all statements, providing audited statements if available.

Year Balance Sheet  Profit & Loss Statement Cash Flow Statement Changes in Owner’s Equity  Audited?

N

Item 19. Financial Summary

For each of the Iast 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.

Cun‘ent Year—to-Date 1 Year g 2 Years Ago 3 Years Ago

Gross Revenue

Expenses
Net Profit After Taxes

f:ﬂfﬁ&‘lf:ﬂ

Payables

Receivables b
Hem 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 $ Jﬁ,yw ! Cash Held for the Corporation’s Benefit § e
7
Name & Address of Financial Institution Signator{s) on Account Account No. Current

9“0\1 9M Balance
ﬁnr bl W\w:,\. 127 /Yag

A
mﬂ’ m,w%@a#;&iﬂ# )

Aua . Pelmn

2ae o T4

Item 21. Government Obligations and Publicly Traded Securities AM/\

Page 9 Initials ( Zg



Case 2:05-cv-00440-LDG-LRL  Document 250-7  Filed 09/15/2009 Page 11 of 35

List all U.S. Government obligations, including but not limited to, savings bonds, treasury bills, or treasury notes, held by
the corporation. Also list ell 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/Obligation
No. of Units Owned Current Fair Market Value § Maturity Date
Issuer Type of Security/Obligation
No. of Units Owned Current Fair Market Value § Maturity Date

ltem 22. Real Estate M/\/

List all real estate, including leaseholds in excess of five years, held by the corporation.

Type of Property 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? Monthly Rent Received $
Type of Property__, 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?’ Monthly Rent Received $

ltemn 23. Other Assets Ok
-

Page 10 Initial

-‘,-
;s



Case 2:05-cv-00440-LDG-LRL  Document 250-7  Filed 09/15/2009 Page 12 of 35

List all other property, by category, with an estimated value of $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 Acquisition Current

Copices (‘o_qa/hus} f,m.g/ sgﬂi;‘? s 19RO Mpipt
”f/‘;\a '{v/hl‘i‘w-u L) T@aCat D0 s 5

- G5 $ $
,a,,lclr A I

A 5 b
h b3
5 $
$ by
g 5
5 $

Item 24. Trusts and Escrows NM\(/

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 Description and Location of Assets Present Market
Name & Address Value of Assets

Item 25. Monetary Judgments and Settlements Owed To the Corporation LU&./

List all monetary judgments and settlements, recorded and unrecorded, owed to the corporation.

Pape 11 : Initials l
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Opposing Party’s Name & Address

Court’s Name & Address

Nature of Lawsuit

Opposing Party’s Name & Address

Court’s Name & Address

Nature of Lawsuit

Docket No.
Date of Judgment Amount $

Docket No.
Date of Judgment Amount $

Item 26. Monetary Judgments and Settlements Owed By the Corporation m 4> q%
(T g

List all monetary judgments and settlements, recorded and unrecorded, owed by the corporation.

Qpposing Party’s Name & Address

s

—Court’s Name-& Address ——

Nature of Lawsuit

Opposing Party’s Name & Address

Court’s Name & Address

Nature of Lawsuit

Opposing Party’s Name & Address

Court’s Name & Address

Nature of Lawsuit

Opposing Party’s Name & Address

Court’s Name & Address

Nature of Lawsuit

Opposing Party’s Name & Address

Court’s Name & Address

Nature of Lawsuit

Docket No.
Date Amount §
Docket No.
Date of Judgment Amount §
BDocket No,
Date of Judgment Amount §
Docket No.
Date of Judgment Amount $
Docket No.
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. .

Name of Agency

Contact Person

Page 12

Initié_l ’
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Address _ ... .. . Telephone No.

Agreement Date Nature of Agreement

Itemn 28. Credit Cards W

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 consulitants (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 behaif.

Name/Position Current Fiscal 1 Year Ago 2 Years Ago Compensation or

Year-to-Date Type of Benefits

L pana 5 W low, sﬁﬁsm yheema

b iy b
5 5 5
b 5 5
Item 30. Compensation of Board Members and Officers MM-‘-/

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 Initials i )! ™,
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Name/Position Current Fiscal 1 YearAgo 2 Years Ago Compensation or
Year-to-Date Type of Benefits

% b b

by b b

3 b 3

p 5 5

b $ b}

b ) k)

) $ 5

5 5 kY

Item 31. Transfers of Assets Including Cash and Property W

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. & Relationship Property Aggregate Transfer Type of Transfer
Transferred Yalue Date {e.g.. Loan. Gift)

3

5

$

5

5

Ttem 32, Documents Attached to the Financial Statement

List all documents that are being submitted with the financial statement.

[tern No. Document  Description of Docurnent
Relates To

2 (o Tre letwn Draer

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. | 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 ail the requested facts and information of which I have
notice or knowledge. 1 have provided all requested documents in my custody, possession, or control. 1 know of the
penalties for false statements under 18 U.S.C. § 1001, 18 U.S.C. § 1621, and 18 U1.S.C. § 1623 (five years imprisonment
and/or fines). I certify under penalty of perjury under the iaws of the United States that the foregoing is true and correct.

Executed on:

£/2509";
(Dak) -

saW/
9/0? ¢l er

Corporatd Position

Page 15 Initiais
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THIS FORM SHOULD NOT BE FILED WITH THE COURT FL-142

ATTORNEY OR PARTY WITHOUT ATTORNEY (Name and Address)
JEFFREY S. BENICE, ESQ. (SBN. 81583)
— A Professional Law Corporatmn
650 Town Center Drive, Suite 1300
Costa Mesa, CA 92626

tetesHoneND: (714) 641-3600

{714) 641-3604

arrorney ror wame) JEFFREY §. BENICE,; PETITIONER IN PRO PER

SUPERIOR COURT OF CALIFORNIA, COUNTY OF QRANGE - LAMOREUX JUSTICE CENTER

PETITIONER: JEFFREY S. RENICE
RESPONDENT: STACY EMERALD BENICE..

SCHEDULE OF ASSETS AND DEBTS
Petitioner's || Respondent's

CASE NUMEER

07D001362

— INSTRUCTIONS
List all your known community and separale assets or debts. Include assets even if they are in the possession of another person,
including your spouse. if you contend an asset or debt is separate, put P (for Petifioner) 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 the 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| AMOQUNT OF MONEY
ITEM SEP. DATE FAIR MARKET OWED OR
NO. ASSETS DESCRIPTION PROP | ACQUIRED VALUE ENCUMBRANCE
1. REAL ESTATE (Give streef addresses and aftach copies of 3 $
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
38 Remington 2000 Unknown: 650,000
Aliso Viejo, CA 92626 - $1.100,000+ ,
!
2. HOUSEHOLD FURNITURE, FURNISHINGS, APPLIANCES
{identify.)
Sofa; table; flat-screen; miscell, kitchen ware; 2 beds; P 11994-2007 $25.000+ 0
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.
(ldentify.}
Miscell. watches; photographs; guitars and related items; P |Throughout $25.000 0
grand piano: oil paintings; collectibles from World fast 22 yrs.
Series/etc.; stereo system. Page 1 of 4
ol Counds of Cartomia SCHEDULE OF ASSETS AND DEBTS Code of Ci Procedure §5 2030(c), 2033 5
Jduaicial ounci of Laliornia Wl cairrtinto ca Jov

FL-143 [Rev. January 1, 20085] {Family Law)

LexisNexas® Aptontared Califorinag Sudioal Cowner! Forms
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CURRENT GROSS| AMOUNT OF MONEY
ITEM SEP, DATE FAIR MARKET OWED OR
NO. ASSETS DESCRIPTION PROP | ACQUIRED VALUE ENCUMBRANCE
3 3
4. VEHICLES, BOATS, TRAILERS (Describe and attach copy of
fitle document.)
2004 Porsche Turbo P 2004 75.000 74.500
2003 H-2 P 2003 25,000 12,500
Trailer P 2004 2,500 0
Ducati 996GR P 2006 18,500 16,500
Ducat: 748 P 2007 4.500 0
Kawasaki P 2007 4,500 4,500
5. SAVINGS ACCOUNTS (Account name, account number,
bank, and branch. Atiach copy of latest statement.)
See attached.
[sabella's savings. P |2006-2007 7,000+
6. CHECKING ACCOUNTS (Account name and number, bank,
and branch. Attach copy of latest statement.)
None/only business account. P
7. CREDIT UNION, OTHER DEPQOSIT ACCOUNTS (Accourit
name and number, bank, and branch. Altach copy of lafest
statement.)
None.
8. CASMH (Give location.)
In Petitioner's wallet on 2/20/07 P $200
9. TAX REFUND
None.
10. LIFE INSURANCE WITH CASH SURRENDER OR LOAN
VALUE (Aftach copy of declaration page for each policy.)
None.
I'L-142 [Rav. January 1, 2005] SCHEDULE OF ASSETS AND DEBTS Page 20f 4

{Family Law)

LextsNextsi dgontiad Caltfornns Sudwd Cormcid Forms
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CURRENT GROSS} AMOQUNT OF MONEY
ITEM SEP. DATE FAIR MARKET OWED OR
NO. ASSETS DESCRIPTION PROP | ACQUIRED VALUE ENCUMBRANCE
¥ 5
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. 11/2001 Unknown 0
12. RETIREMENT AND PENSIONS (Aftach copy of latest
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 (Aftach copy of latest statement.)
*See attached First Bank. P
14. ACCOUNTS RECEIVABLE AND UNSECURED
NOTES (Aftach copy of each.)
None.
15, PARTNERSHIPS AND OTHER BUSINESS INTERESTS
(Altach copy of most current K-1 form 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
$ §
18. TOTAL ASSETS 1,988.500 1.283.000

FL-147 {Rev January 1, 2005]

(Family Law)

SCHEDULE OF ASSETS AND DEBTS

Page 3 of 4

LexisNexistd dutomaied Cabiforne Jidicnd Counedd Forms
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27. :l {Specify number}: pages are attached as continuation sheets.

| declare under penalty of perjury under the iaws of the State of California that the foregoing is true and correct.

Date: FEBRUARY 22. 2008
JEFFREY S. BENICE, IN PRO PER b

ITEM SEP. TOTAL DATE
NO. DEBTS—SHOW TO WHOM OWED PROP OWING INCURRED
19, STUDENT LOANS (Give details.}
n/a n/a
1994-1999: $800,000 disputed. 800.000+
20. TAXES (Give details.) 2004: $125,000+ 125.000+
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 altach copy of latest
taf t.
$3 9f56(]%m§flgjene Ong/D. Ha [business loan] X 39,500 2007
$25,000 Eugene Ong/D. Ha [business loan] X 25,0001 2007
23. CREDIT CARDS (Give creditor's name and address and the account number. AHach
copy of latest statement.}
Visa X 2,20012007-2008
Merrill Lynch X 0 0
24. OTHER DEBTS (Specify.):
Mortgage, 21 Arboretum, Irvine, CA X 550,000 2007
See I&E 2/22/08 for other debts. [Exh. "A"] Approx.
25, TOTAL DEBTS FROM CONTINUATION SHEET
26. TOTALDEBTS $1.941.700

ITYPE OR PRINT NAME)

(SIGNATURE OF DECLARANT)

FL-142 [Rev. January 1, 2005]

SCHEDULE OF ASSETS AND DEBTS
(Family Law}

Page 4 of 4
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Form 171 20 rorcaten uo[ijs tCorpg)ration Income T(STX Rdeturn OMB No. 15450123
e R ar_yg or tax year beginning ending .
5 ﬁ?&%ﬁ?‘ﬁwslﬁii‘” ol oo (G S0 SEparate instructions. . MZOQL%%——
A Check if: B Empbyeridemmcam numper 7
— B e rom Bs1ie ||| Use IRS— '
R mﬁlﬁ?::m}h et JEFEREY._S_BE N[CE““*A_PROFESSI ONAL— LAWM—; ------ —— ¥ Dale incorpona m—— -
dated et . . . . . E] Otfigrwise, | CORPORAT ION:--- —— [N
"7 Personsl rolding & (= | printor-—~ P‘O*BBX—1657QM 372472000 e e
o [ Jtype oy | NE-CA-02623-6579 — D Toelasict boe Fumoetiomy T~
3  Personal service ! - - et
P (%] 3 5
4 3?23%? Ma o I—I E  Checkif: (1} [—' Initiak return (2) l_l Final return {3) ﬂ Name change  (4) I_I Address change
1 & Gross receipts or sales l_ 910,11 7_.l b Less returns & allowances. . | | Batence . G e 910,117,
Costof goods sold (Schedule A, liRe B).. ... e e 2
3 Gross profit. Subtract line 2 from e 1C.. ... . ... o e 3 910, 117.
\ 4 Dividends (Schedule C, line 19}, ... ... oo U e L4 75.
N ol B IMBIESL . e, e 5 .
8 B GrOSS TENLS. ... ... e e 6
O I B T3 o S O 7
£ B Capital gain net income {attach Schedule D (Form 1120)). ... .. .o o i i i e - 8
9 Net gain or (loss) from Form 4797, Part i, fine 17 (atach Form 4797). .. .. ... ... i i, g
.10 Other income {see instructions * altach schedule) .......................................................... 10 [ .
11 Tatal income. Add lines 3 through 0. 7070 I L e e e A3 400 970,192,
12 .Compensation of officers (Schedule E, line 4) 12
© D+, | 13 -Salaries and.wages (less employment credits). . 13 56,783,
g g 14 Repairs and maintenance.................. U L e T I Rl I oY 1 © [
u 15 Baddebls . ... e e e e iaa e L 18
C 516 Remis ... e S I [ 76,079.
T M| 17 Taxes and ficenses.............. e e £ 17 1,549,
O T| 18 MUBTESL... '}{3 18 3,698,
I‘Sd T 19 Charitable contributions. . . ... .. ... .. e b’ ........... 19
3 20 Depreciation from Form 4562 not claimed on Schedule A or elsewher un uqzegat Form 4562).. 20
s 21 Depletion................... e '».A,,.;J?. B W W T 21
E of 22 Advertising............. ... ...l I o 3;5 e e 22
i M{ 23 Pension. profit-sharing, etc, plans. . 2 g‘i‘a .......................................... 23
§ B 24 Employee benefit programs .. ... . 3.8 . g7 '. ST e 24
. o 25 Domestic production activities dadvgg(ét orm 8903). ... ... .. R P B o R )
U | 26 Oter deductions (anach schedule). .. ... #70.. See .Statement. 1..... 26 768,540,
T 1} 27 Total deductions. Add lines 12 thiough 26 ... ...ooociiii G 21 908,354,
o G 28 Taxable income before net operating loss deduction and spacial deductions. Subtract line 27 from e 11 .. ... .. ... ...... 28 - 1,838,
¥ S| 20 (ess: @& Net operating loss deduction (see instructions} .. ........... See..St.2.j29a 1, 026. [35
b Special deductions (Schedule C. llne 20). .. .................... 29b 53.] 298¢ 1,079.
30 Taxabie income. Subtract line 29¢ from fine 2B {SER INSIUCIIONS) . ... ... it iie it e i enns </ 759,
31 Totaltax (Schedule J, line 10).......................... . ...... 266 .
;1328 2006 overpayment credited to 2007. . | 32a
4 b 2007 estimated tax payments....... 3Z2b
A € 2007 refund applied for on Form 4466 .. ... 2c
1 e Tax deposited with Form 7004 . ... ... ..o o e 32 6| ' g .
P f croais: (1) form (2) Form 321} 329 0.
& | 33 Estimated tax penalty (see instructions). Check if Form 2220 is attached. ................... G D 33
E | 34 Amount owed. If fine 32g is smaller than the total of lines 31 and 33, enter amount owed . ..., . ... ... .. 1 34 266.
§ 15 Overpayment. If line 32g is larger than the wtal of lines 37 and 33, enter amount overpaid. .. .......... 35
36  Enter amount from fine 35 you want: Credited to 2008 estimated tax. ... G 4[ Refunded G | 36
Sign | B T R S SR T s T TR ] 11 TS
eparer shown below
Here | p i A President & CEO {eee instruelions)?
Signalure of officet Date Tltle r—lyes r—INu
rers Date . Preparer's SSN of FTIN
Paid Swwe A Robert H. Somerville amoioyed [ %) il ‘
Preparer's [fim's neme Robert H. Somerville, CPA EIN
Use Only gedlnlgeeg;pluyedl A 305 S. State College, Ste. 201
7P code Brea, CA 92821-5728 pronero. (714) 529-4711

BAA For Privacy Act and Paperwork Reduction Act Notice, see separate instructions, CPCAOZOSL 122007 Form 1120 {2007)
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Form 1120 (2007)  JEFFREY S BENICE, A PROFESSI1ONAL LAW 33-0906253 Page 2
| Schedule Axl Cost of Goods Sold (see instructions) S
1 Inventony 8t Beginming Of YBaE L. . . e e iae s 1
O T e OSN3
i 3 Costoflabor..,........... ettt B £ S e s s e s P LB 3
sdAdditional-section-263A-costs-{atiach:schedule} = : - .
5

e L Gtherncnsls-{altaeh—schedu.‘e}
"6 Total” Add lifigs 1 thraUgh 5.
7 INVerMary 8L end Of YBar, ... ..:..c...eiooieiiiccoiisieeoienioiniiii i iosn i T
8 Cost of goods soid. Subtract line 7 from line 6. Emerhereand onpage 1. dine 2........................... 8 o
9a Check alt methods used for valuing closing inventory:
(] [Cost ’
(i | |Lower of cost or market o
{iii) | _| Other {Specify methed used and ettach explanation.) . . ..... G e

b Check if there was a writedown of subnormal goods. ... .. L e e b e et e ettt reate e G
c Check If the LIFO inventory method was adopled this tax year for any goods {if checked, attach Form 970} ................... G

d if the LIFO inventory method was used for this tax year, enter percentage (or amounts} of clesing inventory
computed under LIFO. ... i e e _ad

e If property is produced or acquired for resale, do the rules of section 263A apply to the corporation? . ......... e DYes D No

f Was there any change in delermlnmg quantities, edst, or valuaticns between opening and .
ciosing inventory? IE'Yes,' aflach exXplanation ., .. ... i it eivegee s earrires ﬂYes HND

Schedule:C:| Dividends and Special Deductions | (s)Dividends | (b) Percentage | {c) Speciat deductions

ST T {see.instructions) e received ) {a) x (b

1 Dividends from less-than-20%-owned domestic curpcratlons (other :
T T thah debrHfinanced stock). T I T T T T UL T T T o s R £+ T st A Il B AR 1 Pyl

2 Dividends from 20%-0r- more-m\rned domestic corporations (other -
than debt-financed SIOCK). ... ..ot e e e 80

Dividends on debi-financed stock of domestic and foreign corporations . ........... seg instr.
Dividends on certain preferred stock of less-than-20%-owned public utilities . ... .... Fi Y ‘3_, 42
Dividends on certaln preferred slock of 209%-or-more-owned public wtiities ... . .. EYEYSETLE
Dividends from less-than-20%-uwned foreign corporations and certain £5Cs ... ... .. -~ f 3 7,,? et 70
Dividends from 20%-0r-more-owned foreign corporations and certain FSCS . . ..., i i 80
Dividends from wholly owned foreign subsidiaries g

Total. Add lines 1 through 8. See instructions fof gJ WO Y ‘ ‘ *h:q':_,;_"" R

10 . Dividends from domestic corporations received by s smaljb .
company operaling under the Small Business Investment / 19 ..............

11 Dividends from affiliated group members. 7 .. ............. ... 100
12 Dividends fromcertain FSCS. .. ....... ... .ot 100 _

13  Dividends from foreign corporations not included on lines 3,6,7, 8,1, 0792, ... .. .. i R s e
14 Incaene from controlled forelgn corporaticns under subpart F (attach Formi(s) 5471)... ..
15 Fareign dividend gross-Up............ooiiiiiiienin e
16 IC-DiSC and former DISC dividends not includedondines . 2 ord...............
17 Oherdividends .. ... ..o i e

........ 75.1

&

Wm oMo bt

Note: Complete Schedute E only if total receipts (line 1a plus lines 4 through 10 on page 1) are $500,000 or more.

1 {a) (b) ([clzr)nl;edrgsgtl e?if Percent of corporation slock owned {0 Amount of
Name of officer Sp;iat security number to business (d) Common {e) Preferred compensation
JEFFREY S BENICE ' 100 % 100 % 0.00% 0.
% % ' %
% % %
% % %
% % %
2 Totalcompensationof officers .. ... ... .. e
3 Compensation of officers claimed on Schedule A and elsewhere onreturn. ... .. .. A
4 Subtract line 3 from line 2, Enter the result hereandon page 1, Jine 12 .. ... . .o i i

Form 1120 {2007)

CPCADRIL V2O
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Page 3

““Form 1120 (2007) JEFFREY S BENICE, A PROFESSIONAL LAW
‘ [Sehedule* )] Tax Computation (see instructions)
Check*if—the—corpDratinw551-membervof~a—eonlroliedrgroup_(attacLSchedul&DJFnunJJ.ZD}]_.M_

——

9 "2 Income tax. Check if a qualified personal service corporation
... (see instriciionsy , . . ottt e e L T T T I
3__Alternative mnirmgni tai {ausch Furm 4626} - — -
g Add tines 2 and- P A
5a Foreign tax credit (atiach Forim 11718) T o
b Credits from Forms 5735 and BB34. ... ... ...... ... . .
¢ General business credit. Check applicable box{es): Form 3800
[JForm 6478 | JForm 8835, Section 8 | }Form 8844
d Credit for prior year minimum tax (attach Form 8827)... .. e
e Bond credits.from: D form BBE0 D FormB912........... e, b
Total credits. Add Jines §a through S8 . ... .. e e
Subtract line 6 fromline 4....................... e e e e e e e
Personal holding company tax (attach Schedule PH (Form 1120)).......... [ O
Other tgxes.” — | |[Form 4255 Form 8611 Form B697
Check if from: Form 8B&6 Fq}m 8902 Hother (att schedule)

5
7 266,

0 m ~m

266,

~—1_ Check accountingmethod: v pom
a{X|Cash b ﬁAccma[ T -
c . Othet (specity) G

7 "AUeny time during the tax year, did one foreign person-
own, directly or indirectly, at least 25% of (a} the Lotal
voting power of all classes of stock of the corporation

—. Bntitied to yote o (b) the total value of all classes of :

- 2--See-the instructions and enter-the: -~ -~ e

a Business ac[ivity code no. G -5_4 11 19 ______ stock of the corparalion?. e e e e e e I
b8usiness activity G AW T If "Yes.” enter: {8} Percentage owned. ....... G_ e
cProduct or service G _LEGAL SERVICES_ _ _ _ | and (b) Owner'scoumty G _ -
3 Atthe end of the tax year, did the corporation own, ¢ The corporation may have 10 file Form 5472,
directly or indirectly, 50% of more of the voting Stock information Return of a 2% Fdreign-Owned U.S.
of a domestic corporation? {For rules of attribution, : Corporation or a F&:»Smig rpbration Engaged in
58 SECUON 2B7(C).). .ot e X a U.S. Trage ol iﬁe ﬁnt‘ef’number of
9 If ‘;’es.' anachg 5ci}edule showing: (g) name; Formx%slﬁ aha%'\ A .. G
and employer identification number (EIN), (b ‘ £ i ' PR icly offered |
percenlggeyownerj, and (¢) taxable income or st ? Chegk: isox If: h.e cor'pc'l_fan?n assue.ed publicly offered
(loss) before NOL and spetiai deduction of such J K A debrinstruments with original issue discount....... G
corporation for, the tax year ending with or within, 5’5-%‘ 1 3 checked, the corporation may have to file Form 8281,
your tax year. R f 3 %3 | information Return for Publicly Offered Original Issue
4 Is the corporation a subsidiarﬁ inan afﬁﬁgle g A Discount Instruments.™ ™ "=~ - o
or a parent-subsidiary controlied group? YT B X1 9 Enter the amount of lax-exempt interest received or
If 'Yes," enter name and EIN of the parenfTorporation ‘ accrued during the tax yeat ... G & __ P_J__D_n_e_'
G ] - 10 Enter the number of shareholders at the end of the tax year
_________________________ (if100orfewer)...............cnvevnn. G
5 At lhl_tla_ end of the tax year, did any Individxéal. plart- 11 If the corporation has an NOL for the tax year and is electin
nership, corporation, estate or tust own, directly or
indirectly, 50% or more of the corporation's volin to forego the carryback period, check here......... G
stock? (For rules of attribution, see section 267(c).) ... .| X if the corporation is filing a consolidated retum, the

staterment required by Regulations section 1.1502-21(b)(3)
must be attached or the election wilt not be valid. :

Enter the available NOL carryover from prior tax years
(Do not reduce it by any deduction on line 29a.)

If *yes,' attach a schedule showing name and
identifying number. (Do nat include any information
already entered in 4 above.)

£nter % owned G 100.%

o See Statement 3
6 During this tax year, did the corporation pay dividends
{other than stock dividends and distributions in

!?“re thz;:1 ﬁorporation-s ;of:al rﬁceipts (line 13 plus lines 4
exchange for stack) in excess of the corporation's through 10 on page 1) for the 1ax year and its total assets
current and accumuisted earnings and pEufils? See Lo at the end of the 1ax year less than $250,0007..............
sections 301 and 316.) . ... ..o e ‘ X If *Yes," the corporation is not required to complete

If 'Yes,' file Form 5452, Corporate Report af Schedules L, M-1, al'ld. M-2 On page 4, Instead, emter the
Nondividend Distributions. A P total amount of cash distributions and the hook vaiue of

if this is a consolidated return, answer here for the property distributions (other than cash) made during the

parent corporation and on Farm 851, Affiliations lakyear. G % :
Schedule. for each subsidiary.

BAA

Form 1120 {2007}

CPCAD234L  07/08/07
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~—SEHEDULE B— |- e - .- Capltal Gains and LoSSes 777 T T T | omave isasom
(Form 1320) G-Altach-to-Form-1120,1120-C,.1120-F, 1120-ESC, 1120-H, 1120:IC-DISC, 1120-1, 1120-ND, .

- - 1120-PC, 1120-POL, 1120-REIT, 1120-RIC, 1120-SF, or certain Forms 890-T. . | 3007“ e —
!mg:'lr;TRE:‘venue séiacsemy . R G See separate instructions.

ot oW ! e

CDRPURA LTON

W;,,[ ParH——l Shertlemi£épitél Gains. and- Cosses.Assets Held One Year or | Less
—{a)

{e) {d)— {e)_— N I (F) _
Drescriprion: of pr Date :z?guired Dat\e sold Se_ilesdpﬂce Cost of I:I;‘IE' basis : Galn o foss)
{Example: 100 shares of Z Co) {morsth, day, year) {month, day, year} {see instructions) {see Instrucions) {Subtract (e) from (d))
1ALLIANZ RCN GLOBAL. 4/09/07 5/31/07 3,000. ___ 3,050, -50,
AMEDISYS ' 11/17/06 3/12/07 6,339. 6,229, 110.
CLEARWIRE 3/07/07 3/12/07 3,967, ~ 5,004, -1,037.
CLOUGH GLOBAL OPPQORT 4/25/06 3/08/07 4.186.1 - 5,004, -818,
GUITAR CENTER 5/31/07  10/10/07 3,339, 2,903. 436.
STARBUCKS CORP 4/21/06 3/12/07 1,613, 2.193, -580,
2 Short-term capitél gain from installment sales from Form 62521 Ilne éﬁ or3r...... e ................... 2
3 Short-term gain or (loss) from like-kind exchanges from Form BB24. . ... o e e 3
4 Unused captt;m;s— c;;ryover (attach compUtation). .. ... ... . e i e 4
5 Net short-term ca Capitat gain o {loss). Combine fines 1 lhTOUgh W R s L T i e3e

[ Part §)--| Long-Term Capital Gains and Losses * Assets Held More Than One Year

YY)
Y A
W
pih YY)
N 'ia'h; {5 3
e I
— ’} % R

7 Enter gain from Form 4797, line Tor 9. . ... ... ... ..... A 7

8 Long-term capital gain from installment sales from Form 8252, line 26 or37........ .. ..ol 8

9 Long-term gain of (loss) from like-kind exchanges from Form BB24. . ... ... ... ... .. i g
10 Capital gain distributions (See INSUUCUBRS) . ... . ... . i it iiaai et e 10 - 712.
11 Net long-term capital gain or {loss). Combine Ilnes Bhrough 10, ... ..o e 11 712.

{Part 1I)--] Summary of Parts | and i

12 Enter excess of net shor-lerm capital gain {line 5) over net long-term capital loss {line 11)............... e laz

13 Net capitat %am Enter excess of net long-term capital gain (fine 11) over net short-term
capital 1085 (e B} ..o e e 13

14 Add {ines 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 exceed gains, see Capital losses in the instructions.
% BAA For Paperwork Reduction Act Notice, see the Instructions for Form 1120. Schedule D (Form 1120} 2007

CPCAG301L.  0&/26M07



Case 2:05-cv-00440-LDG-LRL  Document 250-7 Filed 09/15/2009

Page 27 of 35

2007 ) ‘Federal Statements Page 1
: lt?FFREM&BENJQEA.PROFESSIONAL LAW
Ilclient BENICEPC -~ — - - “CORPORATION . . -
Y. 1i00/08 S - - 08:39PM
) Statemert T o -
Form 1120, Line 26 ) B
-—..Other_Deductions ) R
BanK CRarQeS .. 3 10,659
DO i S L o s 11,447.
COUI T BB 5.407.
(" Defivery and Freight....... B O A it 22,533.
Dues and Subscriptions......................... e R U, 2.664.
EXpert WItNeSS TOOS . e e 3,069.
Fer relUNdS. . 798.
F =1 F LT o Tl T P 5,529,
L 1507 2= O U 13,624, ,
Legal and PROFESS [ ONA 1. oo 650,235/
Meals and Entertainment. ... ... ..o i e 1,765,
POSTBGE. oot e e e e 13,767.
BB OMEI S e e 12,636. .
S LB . 4,295,
Telephone. . ... ... ... I VDR R T e T B29
T AV L e 2,283,
o - Total .§ 768,540,
: gtateme% 2L_ - - 2
orm 1120, Line 29a ~ 4%
‘ Net Operating Loss Deduction ] ;’\i:i l} L
) ACTAYY
A Ayt
Carryover Generated From Year End 12 1/25 : $ 1,026
- Avai |able—ﬁ3r Carryover t%é . .‘r? ..... ......... ,__ 1,026
Totai Net Operating Loss D dic |on.._.m._.m.w.#.i_._. ..... e, b 1,026.

Statement 3
Form 1120, Scheduie K, Line 5
50% or More Owners

Name
1D Number :
Percentage Owned :

100.
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TAXABLE YEAR Callforma Corporation- SO : FORM
2007 Franchise or income Tax Return, ‘ 100

E;;Euacalendar year 2007 or T15Cal.yaar BEqInGing Tmomh - year ———-& ending. month_______day /ear
| {Colilomia corporation rumber  Chieckif corparation has: ™ Refund o lin 41— T R T R
—lesposees. o Amount due on line 43 —1 . :
- | CRFPOr2LIDA OB M :
_1JEFFREY S BENICE, A’ PROFESSIONAL TRW - e e e e e e e
~ |CORPORATION .~ - | T — —

hddress (including suite, room. or PMB ne. ) = _ T = - ~
P O.BOX 16579 :

City ' - . Swmwe &P Code
IRVINE, CA 92623-6579 . . : s
Schedule Q Questions 2 If'Yes', indicate: - wholty within CA (R&TC 25101.15)
A FINAL RETURN?. . @D Dissolved DSurrendered (withdrawn). within and outside of CA
DMergediReorgamzed DIRC Section 338 sale D QSub election 3 s there a change in the members listed in Schedule R-7
Emterdate..................... @ fromthe prior year? . ........oo.o ol @D Yes [:] No
4 mlﬁmnwbeﬁmgmﬁfmh gara‘lnr .
BT e s it s o ves [£] no ST e s T T @
' {continued on Side 2}
_ Whole dollars only
1 Net income {loss) before state ac!justmems See irtslructlons ................................. 1@ 1 1,838,
2 Amount deducted for foreign or domeslic tax based on income or profits frurn Schedule A ... . |@ 2
3 'Amount dédicied for @y Under the provisions of the Corporation Tax-Law from Sehedule & .. ... @..37]
4 interest on government oBHgaUONS ..., . ... e @ 4
s 5 Net Caiifornia capital gain from Schedule D, Jine 11...... ..o i i @ 5
: 6 Depreciation and amortization in excess of amount allowed under Catifornia faw. Atach form FTB 3885, ... ... - RPN @ &
T 7 Net incorne from corporations not included in federal consolidated return, See 1n51ruit3|_ 3 |@ 7
‘ 8 Other additions. Attach schedule(s)...............c.covioieeo oo m i . .]l@ 8
; D 8 Total. Add Jine 1 through line 8. . ... e, U '\ VAR ‘1@ g -1,838
é 10 Intercompany dividend deduction. Attach Schedule HJm{. A Jé@ho T‘"“ T
b 11 Dividends received deduction .............. Ay R 2n e
£ |12 Additiona) depreciation allowed under CA iaw. Artac rm%g‘s ...... e @ 32 I
! 13 Capitat gain from federal Fnrmg‘l?. llge ‘y TV e e e @13 3
14 Contributions................ ;& T @ 14
15 EZ LAMBRA, of TTA basiness expense and EZ net interest deduction. .. . ........ D@15 ! 7
16 Other deductions, Altach SchedtlefS). . ..t eeein v e @ 1§ ' e e
17 Total. Add line 10through ine 16.. . ...t | @17
18 Net income {loss) after state adjustments. Stibtract Ilne 17 from line 8. See instructions...... ... @18 1,838,
19  Nel income (loss) for stele purposes, Complele Schedule R If apportioning income, Seeinstructions . ... ..........,. |18 | 1,838.
€ ! | 20 Net operating loss (NOL) carryover deduction. See instructions. ... [@ 20 ey
w 5 | 21 Plerce’s disease. EZ, LARZ, TTA, or LAMBRA NOL carryover
E M deduction, See HSIUCHONS - ... ... vyl eeeans @ 21
T E [ 22 Disaster loss carryover deduction. See instructions. ... ... @ 22
23 Net income for tax purposes. Combine line 20 through jine 22. Then, subtract from line 18........
24 Tax. . 8.84 % x iine 23 (not less than minimum franchise tax, if applicable} .. .......
25 Credit name _ ~ _eodeno, ___ amount.. IGZS
26 Credit name __ codeno. __ __ amount..|(326
,I 27 To ciaim more than two credits, see instructions .. ....... ... @ 27
¥ 28 AddLINE 25 throtgh BNE 27 ..ottt e e
s 29 Balance. Subtract line 28 from line 24 (not less than minimum franchise tax, if applicabie). ....... @ 29 800.
30 Alternative minimum tax. Attach Schedule P (100). Seeinstructions. ... ........ ... .o e, @ 30
31 Totaltax. Add ing 29 and Hoe 30, .. . ittt e e e e iaeas @ 31 800.
e 32 Overpayment from prior year allowed as acredit .. ...............|@ 32 N
Y 33 2007 Estimated tax payments. See instructions . ... ..............|@ 33
E 34 2007 Nonresident or rezl estate withhalding. See mst . ..., .. ...... ... .. @ 34
! 35 Ampunt paid with extension of time 1o file taxreturn_. ... ...... .. |@ 35 A AT Lo
36 Total payments. Add line 32 through fne 35 ... ... .ooin e e ieeinn. | @ 36 800.

CACADIIZL  1230/07 | 051 | 3601074 i Form 100 C1 2007 Side 1
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37 Franchise or income tax due. e e
if fine 31 is more than fine 36, subtracl line 36 from line 31, Galoline d0. . ... ... . ... ... L. iLL. 237 0.
—-w= - 3B.. Overpayment. If line 36 is more than line 3%, sublract Jine 31 fromline 36. ... ............ ... ... ool 7 38
a | 39 Amount of line 3B to bE crediled 1o 2008 estmated X .- TTERTITITTT T I L s
E 'g 40  Use Tax. See instructions. ... ..o i d0is . il o e e R e e e ey e 2401
ﬁ"g'— 471 Refund. I e som of 1ine 39 ard ling 407is"less than line 38; thenr subtract the-result from - line 38—+ 24T —
hT See instructions to have the refund directly deposited . ... .......... a Routing number.. | @ 412
oD b Type: Checking @ D Savings @ CACCOUNE NUMDBBL. ......ooo e @41c
R e | 423 Penaltiesandinterest. ... ......................coieenn. A P 42a
b @D Check if estimate penalty computed using Exception B or C. See Instructions
43  Total amoun gue. Add line 37, line 39, line 40, and line 423, Then, subtract line 38 framthe resull, . ... ... ... ... .... 43 0.
Schedule QQ Questions {continued from Side 1) .
C . if the corporation fiied on water's-edge basis pursuant to R&TC If 1 or 3is "Yes,' enter the country of the ulfimate parent

Sections 25110 and 25113 in previous years, enter the date @ .

water's-edge electionended. . ... ....... ... @ i1, 20r 3is 'Yes,' Jgrnish a sta:jement of ownerfship i;:dicatin .

O Was the corparation's i included | peninenl names, addresses, and percentages of steck owned.
consolidated federal rem . .. ... ......@ []ves [E]No| -theowner(s)is an individual, provide the SSNATIN St 1
E Principal business activity code. L Ha-'i _ﬁzgd c%rpufali%n incl}»lg?d ;,Rwﬁwgle Transaction
. ; : " or Lisied Transaction within this retum

(Du.nol Ieaw? blank). ....coooeeeninn @ 541110 {See Instructions for definitions.) . ...k @ D Yes No

Business activily ~ LAW if yes, complete and attach Federal Form 8886 for
g Product or service LEGAL SERVICES each transaction.

Date incorporated: _ 3/24/2000 M s this corporation apportioning income to

Where: @State CA_ Country USA California using Schedule R?.. ... _........... @[] ves [x]no
G Date business began in California or date income was first N How many affiliales in \he combined report are claiming immunity

- o from taxation in California under Public Law 86-2727.... .. ... ...
~ derived from California sources............. @ 1/01/2001 g X . @ T T ——

H Fiestrelurn g o, o i e e e e e @U Yes |{X] No a Qorpnrallon_hea_dq?argfars :’:!r}& (1} Within Ca_llfomla .

If "Yes® and this corporation is a successor to a previously existing {2 DOUIS'UE of California, within the LL.S. 3) DOUISIUE of the LS.

business, check the appropriate box. P Location of principal accounting records:

@(1) sole proprietorship {2) partnership {3} D Joint venure AS ABOVE iy
{4) carparation {5) other N

g:;mhi::::gn;:t::ﬁ g:eme. address, and FEIN/SSH/ITIN of previous business) a Accour!‘l’igg_ rﬁ!;:lk@ 5%“%@;3 m!; Cash (2) D Accrual (3) D Other

inst,ﬂmm ) R Doesyhis corporptiy or,any of its subsidiaries have a

: Déézer;gd I%enmhp‘&ny Stock Account (DISAY?. .. .......... [Jyes [XIno
—=-— ! ,
J 1 For Lhis taxable year, was there a change in control or 2, Ey I enter !he total balanc‘e of af DIASA‘s - 9
majority pwnership for this corporationar amyofils =~ -J“\éle Is this corposation of any of its subsidiaries a RICZ . .. ... @ D Yes No
subsidiaries that owned or teased real prapedty in Calll ,iali;g;fg}e 2 [X] No| 7 s this corporation wreated as a REMIC For :

2 For this taxable year, did this corporation or Earg of tgn 1 California pUFPOSES?. v ovr e s o @[ ves No .
subsidiaries acquire comrol or majority ownership of i i '
ather legal ey that owned or leased real pri npe?ty U is mis curporalfon aREIT for (.:al.lfmma purpusas. 7. . e @} |ves No
inCalifornia? . ........... ... ... ...l @ D Yes No|V s this corporation an LLC or limited parinership electing to

3 If this corparation or any of its subsidiaries awned o leased be tased 2 a corporalion for federal purposes?......... . @ Jves [XiNo
rﬁé‘ pfufpeny in Caflif’;o;nﬂ;a. has Imt_)relthan 5{}% :é :he voting W I5 this corporation to be treated as a credit uaion?........ @ Yes No
stock of any one of them cumulatively transferred in one of ¥ .
moce transactions since March 1, 1975, which was not Is the corporation under sudit by the IRSor
reported on a previous yesrs tax retum. .. ... ... ... @ D Yes No has "? been audited by the IRS in a prior year? - @ D Yes No

: 1 : ; Y Have all reguired information retums ‘
{Penalties may apply ° see instructions.) {e.q. federal Forms 1099, 5471, 5472, 8300, 8365,
K All?ﬂy l{midurmg the taxable year, was more than 50% of the etc.) been filed with the Franchise Tax Bozrd?. ... [X|N/A [ Jves [ |No
in : -

voting stoc ) . ) Z  Does the taxpayer {or any carporation of

1 OF the corporation owned by any single imterest?. .. .. ... @ Yes [:I No the taxpayer's combined group, if applicable) own 80% or

2 Of another corporation move of the stock of an insurance company? . . ..., ........ [:] Yes No

owned by this corporation?. ............... .. @ D Yes No|AA  Did this corporation file the federal [

3 Of this and one or more olher corporations owned or Schedule M-3 (Form 1120)2................ @[ Jyes No

controtled, direcly or indirectiy, by the same interbsts?, .. @ D Yes No
Uncder penalties of perjury, | declare 1hat | have examined this teturn, including accompanying schedules and statemnents. and 1o the best of my knowledge and belief, it I3 true,
coriect ang complete. Declaration of preparer (oiher than taxpayer) |s hased on all information ol which prepater has any knowledge.
. Title {late @ Tetephone
ign Signaiure .
Here ot (3 President & CEO 714-641-3600
Date Check @ Preparer's SSN/PTIN
k . il seli- P

Paid ;{;“F{‘i{ﬁ;s G Robert H. Somerville employed G [X] I
Preparer's | o\ 0 ime Robert H. Somerville, CPA
Use Only | (or yours, if

vy (3 405 S. State College, Ste. 201 : . ,

and address Brea, CA 92821-5728 (714) 529-4711
Side 2 Form 100 C1 2007 cacaottz 1z 051 | 3602074 i For Privacy Notice. get form FT8 1131,
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Schedule A Taxes Deducted. Use additional sheet(s) if necessary. -

g ® . ()
Nature of tax Taxing authority Total amount Nondeductible ampunt
Licenses and Permits 1,549, 0.
Total. Enter total of catumn {c} on Schedule £, line 17, and amounts in column (d) on Side 1,%ine 2 or lined. _..... ..., 1,549,
Schedule F__ Computation of Net Income. See instructions,
1a Gross receipls or gross sales. ........ 910,117. )
b Less returns and allowance. ... .. ..... CRalance.................. ic 910,117.
2 Cost of goods sold. Attach federal Schedule A {(Callfornia Schedule VY. .......... ... ....... -2
3 "Gross profit. Subtract line 2from linE 1€ ... ... .. e a——- R 910,117,
4 Total dividends. Attach federal Schedule C, California Schedule H {100} .. .................. I 75.
,f, 5a interest on obligations of the United States and U.S. instrumentaiities .. .. .................... G* Sa
1 b Other interest. AHACH SEREAUIE. ... ... ...\ttt et ittt et e et ie e e e e e aneeis . @& 5b
d B GIDSS FEALS ..ottt e ae ettt e e e e e a 6
C | TGrossreyalties L. a i BT
8 Capital gain net income. Attach federal Schedule D (California Schedule B). ... ......... ..., @{ -8
9 Ordinary gain (loss). Attach federa! Form 4797 {(California Schedule D-1) . ... ..ol % 9
10 Other income {loss). Allach schedUlE . ... ... . i i e i e et e e ciaeraasn G{ 10
_ 11 Total income. Add line 3 through 1ine 10 ... .. .o e et ettt e et s e it 11 910,192.
12 Compensation of officers. Atiach federal Schedule E or B W@J—” s T
equivalent schedule. . ............. ... 0.0 S 12 |-
13 Salaries and wages (not deducted elsewhere} 13
TAd REPAIFS. ..ot e 14
15 Baddebls. .. .. ... .. e @ 15
16 REMIS. ... . il BB
17 - Taxes (California Schedule A). . .......... . .ccoieeioieiienans 17
B- 8- Interest. Attach schedule .. ... .. ... ... ... ciiia.iias . @ 1p B
2 | 19 Contribotions. Attach schedule ... ... .. ... ... ao s @b (Al
? 20 - Eaprectaﬂm. Attach federal ("“ 7 X g
Y orm 4562 and FTB 3885.... ... 20 Nl
S |21 Less depreciation claimed j,ﬂg,‘f . _j'_,fh,'ﬁ ' . @L '
elsewhere on returm, . ........ Yy 21b
22 Oepletion, Attach schedule . .. ... .. A T T @ 22
23 Advertising. ..... A E e e e e e e ea e 23
24 Pension, profit-sharing. plans - 24
25 Employeebenefitplans. ...l 25
26a Total travel and entertainment .......... 3,529, .
b Deductible amounts. ... ..... ... ... @ 26b 1,765 . ey
27 Other deductions. Attach scheciuie ...... Statement. 2. . @ 21 766, 775 . p:3he
28 Spectific deduction for 23701 or 23701t organizations. T
SeeinstuUCHonS ., ... . ... e 28 D
29- -Total deductions, Add line 12 through line 2B........ ... ... ... i 29 208, 354.
30 Net income belore state adjusiments, Subtract line 29 from line 11. Enter here and on i
b T L P S PP @& 30 1,838.
Scheduie J  Add-On Taxes and Recapture of Tax Credits, See instructions.
1 LIFO recapture due to S corporation election, IRC Sec. 1363(d) deferral: $ @
2 interest computed under the look-back method for completed long-term contracts (Attach form FTB 3834). @
1 Interest on lax attributable to installment: a Sales of centain timeshares and residential dots ... ....... .. @] 3a
b Method for nondealer instaliment obligations. . ............ @1 3b
4 IRC Section 197(f(SHBMI) eleClion. .. ... ... .. oot TR @] 4
5 Creditrecaprepame: _ e @| s
& Combine line 1 through line 5, revise Side 1, line 37 of line 38. whichever appiles by this amount,
Write "Schedule J 10 the left of e 37 0F BB 3B .. ., ettt e s et e @/ 6

CACAOTIAL  12/05/G7

051 !

3603074 |

Form 100 C1 2007 Side 3
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CALIFORNIA FORM

3805Q

Attach to your California tax return (Form 100, Forrm 1005, Form 100W, or Form 109).

Cofporalion name  JREFREY S BENICE, A, PROFESSIONAL LAW Colifornia corporation rumber
CORFPORATION 2225668
FEIN

During the year the corporation incurred the NOL, the corperation was a{n):
D Exempt Organization

C Corporation

DS Corporation

D Limited Liability Company (electing 10 be taxed as a corporation) '
if the carporation previously filed California tax returns under another corporaie name, enter the corperation name and California
corporation number:

If the corporation is included in a combined report of a unitary group. see instructions, General Information C, Combined Reporting.

Part |

Current year NOL: If you do not have a current year-NOL,-go to Part Il

1 Net toss from Form 100, fine 19; Form 100W. line 19; Form 1005, iine 16; or Form 108, line 2.

Enter @s a Posiive MUMIBEE . ... e e i 1
2 2007 disaster loss fromiine 1, Enteras a positive number .. .. ... ... ... oo oo J 2
3 Subtract line 2 from line 1. If zero or less, enter -0- and see instructions. . ...l .. 3
4a Enter the amount of the loss incurred by @ new business included inline 3 ...... 4a
b Enter the amaount of the foss incurred by an eligiblz small business included in line 3 .. ........... 4h
cAddiline 4aand line dh. . ... . ety 4c
5 General NOL. Subtract line 4c from lined ... .................... e e ]
6__2007 NOL carrvover. Add Yine 2 line 4c. and line 5. See instructions . .. ... .o 0o oie oo e s B

Partll  NOL carryover and disaster loss carryover limitations. See Instructions. .
. (g
Available_batance
1 Net income (loss) ' Enter the amount from Form 100, line 19; Form 100W, line 19; Form
1005, line 16 Jess line 17 (but not less than -0-); or Form 109, lin@ 2. ... . ... ..o, .. 1,838.
Prior Year NOLs
Y(a) c dgb)s AT 2 ' initi “lj)l. C ! Amount ‘{5 c o 2003
ear ode - See- | Type o nitial Loss arryover mount use : I arryover 10
of loss insirs cf:?(tflan . e‘iobléfaw from 20086 irhzq)'ﬁ%gx F - cme) col (
A |
2 2005 GEN 226. s 2%—6. 226. Q.
L & ¢ * I
a"’r} ﬂi?\’; e
1 Rl
Current Year NOLs
col (d) ' col (N
3 2007 s
4 2007
2007
2007
2007
Type of NOL: General {GEN), New Business {NB), Eligible Small Business (ESB), Title 11 (T11), or Disaster (DIS).
Part il 2007 NOL deduction
1 Total the amounts in Part 1, 1ine 2, column (D) .. .. i r e e e e 1 226.
2 Enter the total amount from line 1 that represents disaster lass carryover deduction here and on Form 100,
line 22; Form 100W, iine'22: or Form 1005, Hne 20. Form 108 filers enter -0-.. .. ... ... o o it 2 0.
3 Subtract tine 2 from line 1. Enter the result here and on Form 100, line 20; Form T00W, line 20; Form 100S,
line 182 OF FOMM 109, N8 4 . o0t ittt ot r e s e e e e e e ettt et e e e e e e e 226.

CACAIMNL 1211007

051 |

7521074

FT3 38050 2007
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BEMT Computation

—CXRBLEYEAR. Net Dperating LossINOL) Com putaﬁon-and NOL CALIFORNIA FORM
2007 and Disaster Loss Limitations ' Corporations -3805Q

' ‘Autach 1o ynur California taX refurn (Farm 100, FarnT100S, Form 100W; or +orm 109},

Copoaionname  JEFFREY S BENICE, A PROFESSIONAL LAW Callfornia corporation mumber
CORPORATION C2225668

Dusing the year the corporation incurred the NOL. the corporation was a{n): . € Corparation D S Corporation FEIN

D Exempt Organization Dumned Liahility Company {electing to be taxed as a corporation} sl

If the corporation previously filed California tax returns under another corporate name, enter the corporation name and California
corporation number:
If the corporation is included in 8 combined report of a unitary group. see instfiictions, General information C, Combined Reporting,
Partl  current year NOL. If you do not have 8 cusrent year NOL, go to Part Il

1 Net toss from Form 100, line 19; Form 100W, line 19; Farm 100S, line 16; or Form 109, line 2.

Enter as a positive NUMDET ... ... .. .. e enaaienes ]

2 2007 disaster loss from line. 1. Enter as a positive number. . . i 2
3 Subtract tine 2 from line 1. if zero or less, enter -0- and see iNStrUCtioNS. . ... ...ooovee i 3
4a Enter the amaount of the loss incurred by a new business inciuded.in line 3 .. ... 4a

b Enter the amount of the loss incurred by an eligible small business included in line3 . ............ 4b

CAddIinE 48 and lINE 4D, ... ... L i e e e e - 4c
5 Generat NOL. Subtract line dcfrom line 3... .. ... . . e ]
6 2007 NOL carryover. Add line 2, line 4c, and line 5. Seeinstructions .. .. .. ... ... ... ... .............. ... &

Part 1| NOL catryover and disaster |0ss camyover ilrnnauons See Instructions.

1 Net income {loss) ' Enter the amount from Form 100, line 19; Form 100W. line 19; Form B
1005, ling 16 fess ling 17 {but not less than -0-J: or Form 108, line 2. .. ... ... . ..........

Prior Year NOLs

(a) (b) (c) () (e) ® 3
Year | Code-See | Typeor Initial Loss Carryaver Amnunt use; .
.of loss ety | See beiow from 2006 a.' A

; (M)
. Carryover 1o 2008
coﬂe) & r?ol [{}]

‘ Y . i
2 2005 GEN 226. g—»“" 6. 3 % 226 1,428, - 0.
3 -

Current Year NOLS

col {(d) * col (f)

3 2007 DIS

4 2007

2007 ;

2007

2007

Type of NOL: General {GEN), New Business (NB), Eligible Small Business (ESB). Title 11 (T11}, or Disaster {DIS).

Part I} 2007 NOL deduction
1 Tatal the amounts in Part I, line 2, column {f) .. .. .. e e et e e e e, 1 226.

2 Enter the total amount from line 1 that represents disaster loss carryover deduction here and on.Form 100,
line 22; Form 100W, line 22; or Form 1005, tine 20. Form 109 filersenter -0-.. ... ... ... oo liuy, 2 0.

3 Subtract fine 2 from line 1. Enter the result here and on Form 100, line 20: Form 100W, ling 20: Form 100S. . -
ine 18; or FOrm 109, BNe 4 . ... .. e e 3 226.

CACAIIOIL 1271707 051 1 7521074 I FTB 380502 2007
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2007 ____ California Statements Page 1
JEFFREY S BENICE, A PROFESSIONAL LAW ~ -~~~ ~
Client BENICEPC CORPORATION 2225668
1/09/08 08:39FPM
Statemnent 1
~ Fornv 100, Schedule Q; Question K- e
More Than 50% Owners
Questlon K(a) - Officers owning more than 50% of Votmg Stock
Name of Officer . JEFFREY S BENICE
Address . B CORPORATE PARK, STE 200
IRV CA 92606
Social Security # : :
Common Stock % Owned :
Statement 2
~ Form 100, SchedateFEne 27-- — oo L
Other Deductions
Bank Charges...............coooo.... PO PR .10,659.
O B ittt 11.447.
GO TS L. . i 5,407.
Delivery and Freight ... . . 22,533.
Dues and Subscriptions................................ B I SO, 2,664.
EXpert withesSs Fees. . . ... ... "&‘“ia ......... 3,069.
FEe FefundS... ..ot LT 4”’32 N 798.
INSLBNCE. .. ..o e .‘..,.é..&... 45 B0 o PO 5,529.
Internet .. ... O S T U 13,624. .
‘Legal and Professional....................... LA UK R 650, 235
POSEAGE. .....eootveiieeneeiien, ST LA AT 13,767.
Settlements...................c.. §;=: -0 f‘ .............. e e - 12,636.
Supplies........ ... ™y A PO P 4,295,
Telephone........................ '{ N 7,829.
Travel................... P 2,283,
Total 5.
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This Excel workbook uses the prior year as a template for prt;cessing the current year activity.
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" When thé current yé&r is complete, delete any worksheets for banks that have NOT been used in the ¢
The samples below will familiarize you with the manner in which the bank statement data is ta be recort

The Seq# is used for restoring the worksheet to the Original Data Entry sequence

Sample Deposits

-leffrey S Benice, APC FEI
Year 2006
Deposit analysm

First Bank €558 EPOperaling account
Date Acct # Seq# Deposits
010506 1. - 780
109086 2 o 1644.71
011106 3 2355
011306 4 1000
08 2000
013106 6 2500
020906 7 1000
0213086 8 3000
022206 9 955
030606 10 4000 -
031006 11 4142

Sample Checkswritten

Jeffrey S Benice, APC . FEIN: 428
Year 2006
Checking account analysis

First Bank«iuiign.C peratmg account
Molday!yr Acct # Seq # Ck#
062306 , 133 3704
082406 190 3839
0609806 - 138 dm
050806 : ©92 3754
121306 B M4 4029
122806 40w 443 4067
112006 Po 323 3945
030206 E8Ee 63 dm
11206 R _ 23 dm
021006 wEEw 52 dm

- Raw-Data-not yet distributed

Reconciliation on last page

Payee

Void Void
Void Void
Bank S/C Bank sic
Fedex Delivery
Water Dis' Draw

Pitney Bov Postage
Cash Draw
Bank S/C Bank sfc
Bank s/c Banks/c
Bank S/C Bank sfc

Descriptu Amount

3.32
4.34
7.05
7.44
8.30
8.89
9.50
9.56
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THIRD DECLARATION OF LISA ROSENTHAL

I, Lisa Rosenthal, hereby state as follows:

1. = Iam employed as a staff attorney by the Federal Trade Commission (FTC).
My business address is 901 Market St., Suite 570, Sap Francisco, CA 94103, Ihave
personal knowledge of the facts stated herein, and if called to testify, I could and would
competently testify to the facts set forth below.

2. I served as counsel for the Federal Trade Commussion in FTC v. Network
Services Depot, et al., (U.S. District Court, D. Nev.), CV-58-05-0440-LDG-LRL.

3. On or about March 6, 2009, I was carbon copied on an email sent to Jeffrey
S. Benice and Marc Forsythe by Kerry O'Brien, a fellow staff attorney in my office who
acted as co-counsel FTC v. Network Services Depot, et al., which attached the Final
Judgment and Order for Permanent Injunction and Other Equitable Relief in that matter.
Attached hereto as Exhibit 1 is a true and correct copy of that email and attachment.

4, On or about March 13, 2009, I sent a letter, which I had written, to Jeffrey
S. Benice notifying him that pursuant to the Final Judgment and Order for Permanent
Injunctior and Other Equitable Relief, he should transfer $238,300 to the FTC no later than
March 20, 2009. The letter also provided specific instructions regarding how to wire transfer
the funds. Attached hereto as Exhibit 2 is a true and correct copy of that letter.

3. After March 20, 2009 passed without any transfer of funds as I had
instructed in the letter, on or about the week of March 23, 2009, I called Mr. Benice’s
office and left him a voice mail message in which I notified him that he had not complied
with the court’s order to transfer $238,300 to the FTC and requested that he contact me. I
then received a voice mail message from Mr. Benice in which he stated that he did not
have the funds, that he spent them, and that he planned to appeal the court’s order if we
could not reach an agreement. He also requested that I call him back during a specific
time period. I called during the specified time period, but he was not in the office. I tried

EXHIBIT
Rosenthal Declaration g Page 1
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to reach him by telephone several additional times without success. We did not speak
again until on or about April 10, 2009, after the Notice of Appeal had been filed.

I swear under penalty of perjury that the foregoing is true and correct.
Executed at San Francisco, California, this l LH:h day of m 2009.

delgit

Rosenthal Declaration Page 2
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Schneider, Laura

From: O'Brien, Kerry

Sent: Friday, March 06, 2009 12:34 PM

To: ‘Marc Forsythe'; 'JSB@.JeffreyBenice.com’

Cc: Rosenthal, Lisa

Subject; Network Services Depot: Final Judgment and Order

Attachments: Final Judgment and Order.pdf

Please find attached the final judgment and order in this maftter, which Judge George signed yesterday.
Kerry

Kerry O'Brien

Attorney

Federal Trade Commission

901 Market Street, Suite 570
San Francisco, CA 94103
{415) B4B-518%

(415) B48-5142 ({fax)

9/9/2009
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UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA

FEDERAL TRADE COMMISSION,

Plaintiff,

V. CV-5-05-0440-LDG-LRL
NETWORK SERVICES DEPOT, INC; FINAL JUDGMENT
NETWORK MARKETING, LLC, dba AND ORDER FOR PERMANENT
Network Services Marketing; INJUNCTION AND OTHER
NETWORK SERVICES DISTRIBUTION, EQUITABLE RELIEF
INC,;

SUNBELT MARKETING, INC.;
CHARLES V. CASTRO;
ELIZABETH L. CASTRO; and
GREGORY HIGH,;

Defendants; and
PHYLLIS WATSON,
Relief Defendani.

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 of the Federal Trade
Commission Act (“FTC Act™), 15 U.S8.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.5.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.

Final Judgment and Order Page 1 of 21
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WHEREAS, on April 6, 2005, the Court issued a Temporary Restraining Order in this
case {Dkt. #13), which, among other provisions, froze the assets of Defendants and Relief
Defendant. On April 14, 2005, the Court granted a Stipulated Preliminary Injunction in this case
(Dkt. #35), which, among other provisions, continued the freeze on those assets.

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

Dkt. #62) for an order freezing certain fiinds transferred by Defendants to their attorneys,
arguing among other things, that those funds belong to consumer victims under a constructive
trust theory.

WHEREAS, on March 24, 2006, the Court entered an order (Dkt. #142), which stated,
among other things, that; “[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.”

WHEREAS, the FTC moved for summary judgment against Defendants for violations of
Section 5(a) of the FTC Act, 15 U.S.C. § 45(a), and the 2005 Franchise Rule (Dkt. #78,
Response - Dkt. #79, Reply - Dkt. #127).

WHEREAS, the FTC’s motion for summary judgment requested that the Court, among
other things: (1) find that Defendants Network Services Depot, Inc.; Network Marketing, LLC;
Network Services Distribution, Inc.; Sunbelt Marketing, Inc.; Charles V. Castro; Elizabeth
Castro, and Gregory High had violated Section 5(a) of the FTC Act and the 2005 Franchise
Rule; (2) order injunctive relief and restitution for injured consumers pursvant to § 13(b) and
§ 19 of the FTC Act, 15 U.8.C. § 53(b) and § 57b; (3) order Defendants Network Services
Depot, Inc.; Network Marketing, LLC; Network Services Distribution, Inc.; Sunbelt Marketing,
Inc.; Charles V. Castro; and Gregory High to pay restitution to injured consumers; (4) order that
the funds in the Castro Children’s Trust (controlled by Relief Defendant Phyllis Watson) be used
to pay consumer restitution; and (5) order that certain monies transferred to Defendants’

attorneys also be nsed for consnmer 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,
between mid 2001 and early 2004, consumers paid an aggregate of $18,867,528 to Defendant
Network Services Depot.

WHEREAS, on September 29, 2006, the Court entered an order (Dkt. #143), which
granted the FTC’s motion for summary judgment, with one exception — the Court sought
additional briefing on the issue of monies transferred to Defendants’ attorneys.

WHEREAS, on September 17, 2007, the Court entered an order (Dkt. #175), which
found (1) that a portion of monies transferred to Defendants’ attorneys are recoverable under the
theory of constructive trust; and (2) that the FTC established by clear and convincing evidence
(a) that the fee funds derive from corporate defendants’ proceeds, (b) that the acquisition of the
funds was wrongful, and (c) that the FTC is entitled to the proceeds for consumer redress; but,
(3) that, as an equitable matter, the Court would permit payment of defense counsel’s reasonable
and documented attomeys fees on matters directly related to this specific lingation up to March
24, 2006.

WIHEREAS, on January 8, 2009, the Court entered an order (Dkt. #228), which: (1) states
that it would grant Defendants’ attorney, the law firm of Jeffrey S. Benice, reasonable fees for .
documented services directly related to this case between January 1, 2005, and April 1, 2006, at
the rate of $300 for Mr. Benice and at the rate of one-third what Mr. Benice originally requested
for other professional services provided by his firm, as well as costs through the period as
requested; and (2) ordered Benice to submit to a revised motion for fees.

WHEREAS, on February 4, 2009, Mr. Benice filed a declaration {Dkt. #229) seeking
$194,382 in fees and costs.

WHEREAS, the FTC and Mr. Benice entered a stipulation on February 25, 2009 (Dkt.
#233), stating the amount of fees and costs to which Mr. Benice is entitled pursuant to the
January 7, 2009, order is $136,700.

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

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
Run, Irvine, CA. That order stated that, “if [surplus funds resulting from Washington Mutual’s
foreclosure proceedings] are realized after a final order has been entered in this matter, such
surplus funds be transferred to the FTC pursuant to the terms of the final order.”
WHEREAS, on February 27, 2009, the Federal Trade Commission filed a motion titled,
Motion Pursuant to the Court’s January 7, 2009, Order for Entry of Final Judgment and Order.
THEREFORE, it is hereby ORDER, ADJUDGED, and DECREED as follows:
FINDINGS
1. This Court has jurisdiction over the subject matter of this case and jurisdiction over all
parties.
2. Venue in this district is proper under 15 U.S.C. § 533(b) and 28 U.S.C. § 1391(b) and (c).

3. The activities of Defendants are in or affecting commerce, as defined in the FTC Act, 15
US.C. § 44.
4. 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).

5. This Order incorporates the findings and conclusions set forth in the September 29, 2006,
order (Dkt, #143) entered by this Court in this case. |

6. 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.

7. 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
(Dlkt. #228) (collectively, “Attomey Fees Orders™) entered by this Court in this case as to
Defendants and Jeffrey S. Benice.

8. 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 firm of Jeffrey S. Benice is entitled to $136,700 for
reasonable attorney fees and costs directly related to this case between January 1, 2005,
and April 1, 2006. Therefore, pursuant to the Attormey Fees Orders, the FTC is entitled,
for consumer restitution, to the retainer funds paid to the law firm of Jeffrey S. Benice in
excess of $136,700, which amounts to $238,300.

0. The paragraphs of this Order shall be read as the necessary requirements for compliance
and not as alternatives for compliance, and no paragraph serves to modify another
paragraph unless expressly so stated.

10. Each party shall bear its own costs and attorneys’ fees.

11.  Entry of this Order is in the public interest.

DEFINITIONS

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
“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
denominated, that is covered by the Franchise Rule or the Business Opportunity Rule, or that
consists of the payment of any consideration in exchange for:

i the right or means to offer, sell, or distribute goods or services (regardless
of whether identified by a trademark, service mark, trade name,
advertising, or other commercial symbol); and

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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incident to the establishment, maintenance, or operation of a new business
or the eniry by an existing business into a new line or type of business.

D. “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
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.

I “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.

T “Relief Defendant” means Phyllis Watson.

ORDER
1.
BAN ON SALE OF FRANCHISES AND BUSINESS VENTURES
IT IS THEREFORE ORDERED that the Corporate Defendants and Defendant Charles

V. Castro, directly or through any corporation, partnership, subsidiary, division, trade name,

Final Judgment and Order Page 6 0of 21
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device, or other entity, are hereby permanently restrained and enjoined from:
A, Advertising, marketing, promoting, offering for sale, selling, or assisting any
other person in the sale of any Business Venture; or
B. 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;
C. Holding any ownership interest, share, or stock in, any person engaged in
advertising, marketing, promoting, offering for sale, or selling any Business
Venture; or
D. Serving as an employee, officer, director, trustee, general manager of, or
consultant or advisor to, any person engaged in advertising, marketing,
promoting, offering for sale, or selling any Business Venture.
Nothing in this Order shall be read as an exception to this Section.
II.
PROHIBITED REPRESENTATIONS
IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale,
licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or
services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade
name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and
all persons and entities in active concert or participation with them who receive actual notice of
this Order, by personal service or otherwise, are hereby enjoined from misrepresenting,
expressly or by implication, any material fact, including, but not linﬁted to;
A. The existence, performance, efficacy, nature, or central characteristic of such
good or service;
B. The income, profit, or sales volume that a purchaser of such good or service is
likely to achieve;

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

Final Judgment and Order Page 7 of 21
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D. The availability or existence of locations or profitable locations for such good or
service.
I
MEANS AND INSTRUMENTALITIES
IT IS FURTHER ORDERED that, in connection with the advertising, offering for sale,
licensing, contracting, sale or other promotion, in or affecting commerce, of any goods or
services, Defendants, directly or through any corporation, partnership, subsidiary, division, trade
name, device, or other entity, and their officers, agents, servants, employees, and attorneys, and
all persons and entities in active concert or participation with them who receive actual notice of
this Order, by personal service or otherwise, are hereby enjoined from providing to others the
means or instrumentalities with which to make misrepresentations, expressly or by implication,
of any material fact, including, but not limited to, providing others with materials that contain
false representations concerning:
A. The existence, performance, efficacy, nature, or central characteristic of such
good or service;
B. 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 gooed or service; or

D. The availability or existence of locations or profitable locations for such good or
service.
Iv.
MONETARY RELIEF

IT IS FURTHER ORDERED that:

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
Final Judgment and Order Page 8 of 21



Case 2:05-cv-00440-LDG-LRL  Document 250-8  Filed 09/15/2009 Page 12 of 24

Case 2:05-cv-00440-LDG-LRL.  Document 236 Filed 03/05/2009 Page 9 of 21

B oW

o o0 3 Sy

consumer injury. This monetary judgment shall become immediately due and
payable by Defendants upen entry of this Order, and interest computed at the rate
prescribed under 28 U.5.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 consumier injury all funds contained in the account for which the
Relief Defendant 1s 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.5.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 filly 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
administered by the FTC, or its designated agent, to be used for equitable relief,
including, but not limited to, restitution and any attendant expenses for the
administration of any monetary fund. If the Commission determines, in its sole
discretion, that direct restitution for consumers is wholly or partially

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
information remedies) that it determines to be reasonably related to Defendants’
practices alleged in the Complaint. Any funds not ﬁsed 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 FT'C’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. 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,

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
Final Judgment and Order Page 10 of 21
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3. Three thousand dollars ($3,000) currently held by in escrow by Goe &
Forsythe, LLP.

B. Within ten (10) 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 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).

C. 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 counsel or otherwise.

D. 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 necessa@ to effectuate any

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

E. 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
Final Judgment and Order Page 11 of 21
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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
“Retatner Funds Subject to Consumer Restitution in FTC v. Network
Services Depot.”

F. 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.

G. All payments required to be made to the Commission or its agents or
representatives under this Section shall be used as equitable monetary relief to
redress consumer injury in accordance with the Section titled “Monetary Relief”
and shall be made by electronic funds transfer in accordance with directions
provided by the Commission.

VI
LIFTING OF THE ASSET FREEZE
IT IS FURTHER ORDERED that the freeze of the assets pursuant to the Stipulated

Preliminary Injunction in this case shall be lifted to the extent necessary to transfer assets

Final Judgment and Order Page 12 of 21
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pursuant to Section V.A-D. Once all such assets required to be transferred under such provisions
have been transferred, as evidenced by a letter confirming receipt of same from counsel for the
Commission, the freeze of the remaining assets shall be lifted permanently.
VII.
FORFEITURE ACTION
IT IS FURTHER ORDERED that, with respect to any assets seized from Bank of
America Accounts in the name of Bikini Vending Corporation by the Federal Bureau of
Investigation, including approximately one million, five hundred twenty-four thousand dollars
($1,524,000), which is or has been the subject of U.S. v. $1,524,438.90, SACV 04-910-AHS-
MLG (C.D. Calif)):

A. Within five (5) business days of the date of entry of this Order, Defendants shall
release any and all claims they may have to such assets.

B. Upen 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, throngh counsel or otherwise.

C. 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.

D. Any such assets transferred to the Comumission shall be used as equitable
monetary relief to redress consumer injury in accordance with the Section titled
“Monetary Relief” and shall partially satisfy the monetary judgment set forth in
that section.

VIIL
CUSTOMER LISTS

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

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

servants, employees, and attorneys, and all persons and entities in active concert or participation

Final Judgment and Order Page 13 of 21



o B T L B

-]

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Case 2:05-cv-00440-LDG-LRL  Document 250-8  Filed 09/15/2009 Page 17 of 24

(Case 2:05-cv-00440-LDG-LRL  Document 236  Filed 03/05/2002 Page 14 of 21

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 natice 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
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. In addition, the Commission is authorized to use all other lawful means, including
but not limited to:

L. 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,

2. 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

C. Defendants each shall permit representatives of the Commission to interview any
employer, consultant, independent contractor, representative, agent,

or employee who has agreed to such an interview, relating in any way to any

Final Judgment and Order Page 14 of 21
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conduct subject to this Order. The person interviewed may have counsel present.
Provided however, that nothing in this Order shall limit the Commission’s lawful use of
compulsory process, pursuant to Sections 9 and 20 of the FTC Act, 15 U.S.C. §§ 49, 57b-1, to
obtain any documentary material, tangible things, testimony, or information relevant to unfair or
deceptive acts or practices in or affecting commerce (within the meaning of 15 U.8.C. §
45(a)(1))-
X.
COMPLIANCE REPORTING
IT IS FURTHER ORDERED that, in order that compliance with the provisions of this
Order may be monitared:
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 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

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

Final Judgment and Order Page 15 of 21
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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 Cornmission as soon as is practicable after obtaining such knowledge.
B. 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 detazl 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
numbers of each business that such Defendant is affiliated wifh,
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

business or employment; and -

Final Judgment and Order Page 16 of 21
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c. Any other changes required to be reported under Subsection A of
this Section.
2. For all Defendants:
a. A copy of each acknowledgment of receipt of this Order, obtained
pursuant to the Section titled “Distribution of Order;” and
b. Any other changes required to be reported under Subsection A of
this Section.

C. Each Defendant shall notify the Commission of the filing of a bankruptcy petition
by such Defendant within fifteen (15) days of filing.

D. 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, Inc., CV-S8-05-0440-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.mov.

E. For purposes of the compliance reporting and monitoring required by this Order,
the Commussion is authorized to communicate directly with each Defendant and
Relief Defendant.
XL
RECORD KEEPING PROVISIONS
IT IS FURTHER ORDERED that, for a period of eight (8) years from the date of entry

of this Order, Defendants, in connection with any business where any Defendant is the majority
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O oo~ oy ot

Case 2:05-cv-00440-LDG-LRL  Document 250-8  Filed 09/15/2009 Page 21 of 24

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

owner of the business or directly or indirectly manages or controls the business, and their agents,
employees, officers, corporations, and those persons in active concert or participation with them
who receive actual notice of this Order by personal service or otherwise, are hereby restrained
and enjoined from failing to create and retain the following records:

A, Accounting records that reflect the cost of goods or services sold, revenues
generated, and the disbursement of such revenues;

B. 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;

C. 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;

D. Complaints and refund requests (whether received directly, indirectly, or through
any third party) and any responses to those complaints or requests;

E. Copies of all sales scripts, training materials, advertisements, or other marketing
materials; and

F. All records and documents necessary to demonstrate full compliance with each
provision of this Order, including but not limited to, copies of acknowledgments
of receipt of this Order required by the Sections titled “Distribution of Order” and

“Acknowledgment of Receipt of Order” and all reports submitted to the FTC
pursuant to the Section titled “Compliance Reporting.”
XII.
DISTRIBUTION OF ORDER

IT IS FURTHER ORDERED that, for a period of five (5) years from the date of entry
Final Judgment and Order Page 18 of 21
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of this Order, Defendants shall deliver copies of the Order as directed below:

A,

Corporate Defendant: FEach Corporate Defendant must deliver a copy of this
Order to (1) all of its principals, officers, directors, and managers; (2) ali 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 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

where an Individual Defendant is not a controlling person of a business but

Final Judgment and Order Page 19 of 21
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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
the Order, within thirty (30) days of delivery, from all persons receiving a copy of
the Order pursuant to this Section.

XIII.
ACKNOWLEDGMENT OF RECEIPT OF ORDER
IT IS FURTHER ORDERED that each Defendant and Relief Defendant, within five (35)
business days of receipt of this Order as entered by the Court, must submit to the Commission a
truthful swomn statement acknowledging receipt of this Order.
XIV.
SEVERABILITY
IT IS FURTHER ORDERED that the provistons of this Order are separate and
severable from one another. If any provision is stayed or determined to be invalid, the remaining
provisions shall remain in full force and effect.
XV.
RETENTION OF JURISDICTION
IT IS FURTHER ORDERED that this Court shall retain jurisdiction of this matter for

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

e
IT IS SO ORDERED, this 2 _day of [)2 # A ,200?
Dated: OC( /}
MMC TLOYDD. GE

77
RGE 7
U.S. DISTRICT/COURT JUDGE
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Respectfully submitted,
/s/ Lisa D. Rosenthal

Final Judgment and Order

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: Irosenthal@ftc.gov
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DECLARATION OF LAURA SCHNEIDER

1, Laura Schneider, hereby state as follows:

l. I am employed as a staff attorney by the Federal Trade Commission (FTC)
in the Bureau of Consumer Protection, Division of Enforcement. My business address is
601 New Jersey Avenue, Washington, DC 20580. I have personal knowledge of the facts
stated herein, and if called to testify, [ could and would competently testify to the facts set
forth below.

2. I serve as counsel for the Federal Trade Commission in F7C v. Network
Services Depot, et al., (U.S. District Court, D. Nev.), CV-8-05-0440-LDG-LRL.

3. On or about July 1, 2009, { sent a letter via email to Jeffrey S. Benice and
Jeffrey S. Benice, A Professional Law Corporation, demanding compliance with the
turnover provision in the Court’s March 5, 2009 Final Judgment and Order for Permanent
Injunction and Other Equitable Relief (“Final Order™). The letter further informed Mr.
Benice that I planned to recommend that the Commission seek a contempt order if he did
not comply with the Final Order. Attached hereto as Exhibit 1 is a true and correct copy

of that email and attached letter.

I swear under penalty of perjury that the foregoing is true and correct.

. TN,
Executed at Washington, DC, this 144 Paay of S 9%09.
A AV
Lauz:;if Schneider
EXHIBIT
Schneider Declaration Page 1
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Schneider, Laura

From: Schneider, Laura

Sent: Wednesday, July 01, 2009 5:15 PM

To: ‘isb@jeffreybenice.com’

Cc: ‘Cindi@JeffreyBenice.com’; 'Sebastian Ragazzo'
Subject: Network Services Depot

Attachments: 7-1-09 letter.pdf

Please see attached letter.

l.aura Schneider

Federal Trade Commission
601 New Jersey Avenue, NW
Washington, DC 20580

(202) 326-2604

9/9/2G09
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UMITED STATES OF AMERICA

FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

Bureau of Consumer Proteclion

Lzura Schnaidar
Senlar Atomey

Direct Dial
202-326-2604

July 1, 2009

Jeffrey S. Benice

Jeffrey S. Benice, a Professional Law Corporation
Central Tower, 650 Town Center Drive, 13" Floor
Costa Mesa, CA 92626

via email - jshpieffievBenice.com

Re: FTC v. Network Services Depot, et al.. CV-5-03-0440-LDG-LRL (D.NV)
Dear Mr. Benice:

T am writing in regards to your obligations under the Final Judgement and Order for
Permanent Injunction and Other Equitable Relief (“Final Order™) entered on March 5, 2009 in
the above-referenced case. Section V.E. requires you to turn over $238,300 to the Commission
(“turnover provision™). It is my understanding from your testimony in the deposition taken on
June 23, 2009, that you have not and do not plan to comply with that section of the Final Order.
I am writing to let you know that unless you comply with the turnover provision by turning over
$238,300 to the Commission, we plan to recornmend that the Commission seek an order holding
you in contempt.

I understand that you have filed an appeal of the Final Order. During the deposition, you
stated that you may file an application for a stay of the tumover provision. Please advise us
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 off for now recommending that the Commission
seek an order holding you in contempt. Otherwise, we will 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

matier further.
Sincerely, &\

Laita Schneider
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