
\ I 1 UNTED STATES DISTRICT COURT FOR THE
CENTRA DISTRICT OF CALIFORN, WESTERN DMSION

.. 

TRAE COMMSSION, CASE NO. CV 05-591 AB (CTx)

Plaintiff,

- is . V.
rPr9Pos
STIPULATED JUGMENT
AN ORDER FOR PERMNT 

INJUCTION AS TO 
DEFENDANT J
KLOTTHOR 

RAERS ASSOCIATION,

Defendants.

11 Ths matter comes before the Cour on a stipulation of Plaintiff Federal

12 Trade Commssion ("Commssion" or "FTC") and Defendant Jaie Klotthor

13 ("Defendant"14 On Januar 25 2005 , the FTC filed a Complaint for a Permanent Injunction

15 . and Other Relief, including redress to consumers, pursuant to Sections 13(b) and

16 19(a) of the Federal Trade Commssion Act ("FTC Act"), 15 C. 99 53(b) and

17 57b( a), and applied ex parte for a Temporar Restrainng Order pursuant to Rule

18 65 of the Federal Rules of Civil Procedure. The Commssion charged that

19 Defendant Jaime Klotthor engaged with other named defendants in deceptive acts

20 or practices in violation of Section 5 of the FTC Act, 15 D. C. 9 45(a), and the

21 Commssion s Rule entitled Disclosure Requirements and Prohibitions

22 Concerng Franchise and Business Opportty Ventues (the ' 'Franchise Rule

23 16 C. R. Par 436 , in the marketing and sale of an alleged business opportty 

24 become an affiliate in a network of brokers selling surlus goods. On Januar 25

25 2005 - the same day the Complaint was filed - the Court issued a temporar

26 restraining order with an asset freeze, appointment of a Receiver, and other

27 ancillar equitable relief ("TRO"

). 

On Februar 22, 2005 , upon stipulation of the

28 parties, the Cour entered a prelimiar injunction. In addition to continuing the

reliefin the TRO, the prelimiar injunction contained a ban against Defendant'
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involvement with business ventues involving the sale or purchase of discounted

or surplus goods. On Apri 6, 2005, the FTC iled an Amended Complait adclg

additional defendants.

The Commssion and Defendant Jai Klottor hereby stipulate to the entr

5 of, and request the Cour to enter; ths Stipulated Judgment and Order for

6 Perment Injunction ("Final Order ) to resolve al matters of dispute between

-.'.:(

too

them in ths action.

IT IS THREFORE STIULATED , AGREED AN ORDERED as

follows:

Ths Court has jursdiction over the subject matter of ths case and

11 jursdiction over the Defendant.12 2. Venue in ths Distrct is proper under 15 U. C. 53(b) and 28

13 C. 1391(b). .14 3. The activities of Defendant are in or afectig commerce , as defmed

15 in Section 4 of the FTC Act, 15 U. C:.

...

44.

4. The Amnded Complait states a clai upon which relief may be

17 granted agaist Defendant under Sections 5(a), 13(b), and 19 of the FTC Act, 15

18 U. C. 45(a), 53(b), and 5Th, and the Franchise Rule, 16 C. R. Par 436.19 5. Defendant has entered into ths Final Order freely and without

20 coercion. Defendant furter acknowledges that she has read the provisions of ths

21 Final Order and is prepared to abide by them.22 6. The Plaiti and Defendant have agreed that the entr of ths. Final

23 Order resolves al matters of dispute between them arsing from the Amended

24 Complait in ths acton, up to the date of entr of ths Final Order.25 7. Defendat waives al rights to seek appellate review or otherwise

26 chalenge or contest the valdity of ths Final Order. Defendant fuer waives and

27 releases any clai she may have agaist the Commssion, its employees

28 representatives, or agents.
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Defendant agrees that ths Final Order does not entitle Defendant to

seek or to obtai attorneys ' fees as a prevaig par under the Equal Access to

Justice Act 28 D. C. 2412 , as amended y Pub. L. 104- 121 , 110 Stat. 847, 863-

864 (1996), and Defendat fuer waives any.rights to attorneys ' fees that may

c::

:i?

(,i

arse under said provision of law.

9. . Ths Final Order is in addition to, and not in lieu of, any other civil or 

7 crial rem dies hat may be provided by law.

10. Ths Final Order is for settement puroses only and does not

constitute an admssion by Defendant that the law has been violated as aleged in

10 the Amnded Complait, or that the facts as aleged in the Amended Complait

11 other than jursdictional facts, are tre.

DEFITIONS13 1. "Assets" me s any legal or equitable interest in, right to, or clai to

14 any real and personal propert includig; but not lited to, chatel , goods,

15 instrents , equipment, fIXtures, general intangibles, inventory, checks, notes

16 leaseholds, effects, contracts ma or other deliveries, shares of stock, lists of

17 consumer nams, accounts, credits, premises, receivables, funds , and cash

18 wherever located, whether in the United States or abroad;

Business ventue" means any wrtten or oral business arangement, 

20 however denomiated, regardless of whether covered by the Franchise Rule,

21 which consists of the payment of any consideration in exchange for:

the right or means to offer, sell, or distrbute goods or services

23 (regardless of whether identied by a trademak, service mak, trade name

24 advertsing, or other commercial symbol); and25 b. more than nomial assistance to any person or entity in

26 comiection with or incident to the establishmnt, matenance, or operation of a

27 new business or the entr by an existig business into a new lie or tye 
28 business;
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Franchise Rule" means the FTC Trade Regulation Rule entitled

2 "Disclosure Requirements and Prohibitions Concerng Franchising and Business

3 Opportty Ventures " 16 C. R. Par 436, as promulgated or as the Rule may

hereinafer be amnded or superseded by any futue trade regulation rue or rules

in whole or in par;

4. "Defendant" means Jaie L. Klottor, a/a Jaie Valentie;

5. "Document" is synonymous in meang and equal in scope to the

'::

usage of the t rm in Fed. R. Civ. P. 34(a), and includes wrtigs, drawings , graphs

chars, photographs, audio and video recordigs, computer records, and other data

10 compilations from which inormtion can be obtaied and translated, if necessar,

11 though detection devices into reasonably usable form A draf or non-identical

12 copy is a separte document with the meang of the term

13 ' 6. "Receiver" shal mean Robb Evans and Associates, the Receiver

14 appomted py the Cour in ths matter over Receivership Defendants.

15 ORDER

I. BAN AGAIST INOLVEMENT BY DEFENDAN IN TH OFFR OR
SALE OF A BUSINSS VENTU

IT IS THREFORE ORDERED that Defendant is hereby permently

restraied and enjoined from19 A. Advertsing, maketig, promotig, offerig for sale, or sellg any

business ventue to any person;

Receiving any remuneration or other consideration of any kid
whatsoever as a result of engagig or assistig in the advertsing, maketig,

promotig, offerig for sale, or sellg of any business venture;

C. Holding any ownership interest, share, or stock in any business entity

which engages in or assists in the advertsing, maketig, promotig, offerig for

sale, or sellg of any business venture; and
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Serving as an employee , offcer, diector, trstee , general maager, or

2 consultant, or advisor in a position with duties or responsibilties that require

engagig or assistig in the advertsing, maketig, promotig, offerig for sale, or

sellg of any business ventue.

The prohibitions in Subdivisions A though D of tIs Section shal not be

constred to prevent Defendant from acceptig employment with or receiving

c,';j

V")

remuneration from a company that advertses, makets , promotes, offers for sale

or sells business ventnes provided that the duties and responsibilties 

Defendant's position do not in any way involve accounts connected with these

10 business ventues , and provided further that the company is not engaged in the

11' advertsing, maketig, promotion, or sale of discounted or smplus goods.

n. PROHIITION AGAINST VIOLATION OF SECTION 5
OF TH FEDERA TRE COMMSSION ACT

. IT IS FUTHER ORDERED that, in connection with the offerig for sale1tc; 
r sale of any good or service , Defendant, and her offcers, agents, servants,15 

employees. attorneys , and those persons in active concert or parcipation with her

who receive actual notice of ths Order by personal 'service or otherwise , are

hereby permently restraied and enjoined from:

A. Misrepresentig, directly ot by implication, oraly or :i wrtig, 
any potential purchaser of goods or services, any material fact, includig, but not

lited to:

1. The total cost to purchase, receive , or use, and the quantity of,

any goods or servces that are subject to the sales offer;

Any material restrctions litations, or conditions to purchase

receive, or use the goods or services;

Any material aspect of the natue or term of a refund

cancellation , exchange or repurchase policy for the goods or services; or
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The income, profits, or sales volume liely t be achieved from

Providig substantial assistance to any thd par to mae any

;;::.j'"

the goods or services.

. material misrepresentation, includig, but not lited to , those misrepresentations

prohibited by Paragraph n (A), above.

ff. MONETARY JUGMENT
IT IS FUTHR ORDERED that:

A. Defendant is liable to the Commssion for one mion eight hundred

six thousand fi-six dollars ($1,806,056), and the FIC is awarded a moneta
10 judgment in ths amount; provided, however that payment of ths judgment shal

11 be suspended. and ~hat the freeze of Defendant's assets shal be lied permently

. 12 upon the entr of ths Final Order; and provided
, further, 

that if judgment is

13 entered agaist any of the other defendants , the liabilty created by ths judgment

14 shal be joint and several with the liabilty of the/other defendants.15 B. 
lJ accordance with 31 U. C. 7701 , Defendant is hereby requITed

16 unless she has done so aleady, to fush to the Commssion her tapayer

17 identication numbers (social securty numbers and employer identication

18 numbers) which shal be used for purposes of collectig and reportg on any

19 deliquent amount ar ing out of Defendant' s relationship with the governent.20 C. Defendant is fuer required, unless she has done so aheady, to

21 provide the Commssion with clear, legible and full-size photocopies of al vald

22 drver s licenses she possesses , which wil be used for reportg and compliance

23 puroses.
IV. RIGHT TO REOPEN25 A. The Commssion s agreement to ths Final Order is expressly

26 premised upon the fiancial condition of Defendant as represented in the sworn

27 fiancial statement and supportg documents she provided to the Commssion

28 dated Januar 31 , 2005, her deposition of November 17, 2005, and her
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supplemental fwancial statement provided to the Commssion on , al of

which include material inormtion upon which the Commssion relied in

negotiatig and consentig to this Final Order.

B. If, upon motion by the Commssion, ths Cour fids that Defendant

made a material misrepresentation or omitted material inormtion concerng her

fmancial condition, then the Cour shal lift any suspension of the judgment and

diect the Clerk to enter judgment agaist Defendant and in favor of the

Commssion for the full amount of $1 806 056 hnediately due and payable

together with interest computed at the rate prescrbed under 28 U. C. 1961, as

10 amended, less the sum of any payments previously made pursuant to ths Final

11 Order.12 C. Any proceedigs instituted under ths Section IV are in addition to

13 and not in lieu of; any other civi or crial remedies as may be provided by law

14 inc udig any other proceedigs that the FIC may inate to enforce ths Final

15.. "Order. 16 D. Any and al funds paid pursuant to ths Order, including this Section

17 IV, 'shal be deposited into a fud admstered by the Commssion or its agent to

18 be used for equitable relief, includig, but not lited to, consumer redress and

19 any attendant expenses for the administration of any redress fund. In the event

20 .that redress to purchasers is wholly or paraly impracticable, or any funds rema
21 afer redress is completed, the Commssion may apply any remang funds to such

22 other equitable relief (includig consumer inormtion remedies) as it determes

" to be reasonably related to Defendant's practices aleged in the Amended

24 Complait. Any funds not used for such equitable relief shal be deposited in the

25 United States Treasur as disgorgement. Defendant shal have no right to contest

26 the manner of distrbution chosen by the Commssion. The Commssion in its sole

27 discretion may use a designated agent to admster consumr redress.
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V. ACKNOWLEDGMENT OF RECE T OF ORDER

IT IS FUTHER ORDERED that with ten (10) business days of receipt

of ths Final Order as entered by the Court, Defendat must submit to the

Commssion a trth sworn statement acknowledgig receipt of ths Final Order.

.,;

,/1

VI. DISTRUTON OF ORDER BY DEFENDAN

IT IS FUTHR ORDERED that, for a period of thee (3) years from the

date of entr of ths Final Order, Defendat shal deliver copies of ths F al Order

aB directed below: 

A. Defendant as Control Person: For any business that Defendat

10 controls, diectly or indiectly, or in which she has a majOlity ownership interest

11 Defendant must deliver a copy of this Final Order to al pricipals , offcers

12 diectors and maagers of that business. Defendant must also deliver copies of

13 ths Final Order to al employees , agents and representatives of that business who

14 engage in the offer or sale of income-producing or investment-related goods or

, .

15 servces. For eUITent personnel, delivery shal be with five (5) days of s€rvice of

16 ths Final Order upon Defendant. For new personnet delivery shal occur prior to

17 their assumption of their responsibilties;18 B. Defendant as Employee or Non..Control Person: For any business

19 where Defendant is not a controllg person of the business; but for which sbe

20 otherwise engages in the offer or sale of income-producing or investmnt- related.

21 goods or services , Defendant must deliver a copy of ths Final Order to al

22 pricipals and maagers of such business before engaging in such conduct; and23 C. Defendant must secure a signed and dated statement acknowledgig

24 receipt of the Final Order with th (30) days of delivery, from al pers

25 receiving a copy of the Final Order pursuant to this Paragraph VI.
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