UNITED STATES DISTRICT COURT B L
FOR THE LEASTERN DISTRICT OF NEW YORIS DISTAISI crudr Fiuny

FEDERAL TRADE COMMISSION,
Plzintify,
V.

ESSEX MARKETING GROUP, INC,,
a New Yorx corporation;

WESTBROOK MARKETING GROUP, INC.,
! aNew Yark cerporation;

WESTBROOK MARKETING ASSOCIATES, LLC,
a Delaware limited liability company;

MANHATTAN VENDING, LLC,
a New York limited liability company;

RICHARD J. GUADAGNQ, a/k/a Rich Dano,
Rich Guzdeno and Richard Guadzago,
individuzlly and as an officer or director
of one or mere of the above corporations
andor as 2 member of one or more of the
zhove limited Yability companies;

JACK G. SCHWARTZ, individually and
23 an efficer or director of one oF mara or

-ha above corparations and/or 83 a member
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of one ar more of the above the limired
'ability compamies; and

HENRY SANCHEZ, mndividually and
as am officer or cirecror of one
or moze of the abave corpozations
and/or 2s a member of one or mare of the
above limited 1izbility companies,

Defendants.
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Wherz as Plainfiff, the Federal Trzde Commission (“FT'C" ar “Commission”), haviog filed
its complaini for a pepmanent injurcton and other relief in this matrer, pursuant to Sections L3{b)
ard 19 of the Federa) Trade Commrission Acl (FIC Act™), 15 US.C. §§ 53(b) and_S?b; ancl
having moved ex parze for a Temporary Restraining Order pursnant to Rule 65 of the Federal
Rules of Civil Procedure on June 12, 2002, and this Court ordering Plaintifi to notify Defendanis
of the yending action, and after cral argiment on this motion on June 13, 2002, ané this Court
entering a Stipulated Terporary Resmaining Order on June 27, 2002,

Thersfore, having considered the pleadings, declarations, exhibits, and memoranda filed in
support ax and in oppostiion to the Commission's apphieation for Preliminary [njunction, and the
paxties below having stipulated to the following Order, it kereby ORDERED ADIUDGED AND
DECREED as follows:

FINDINGS OF FACT
1 This Courl kas jarisdiction of the subjsct miter of this case, ar.d there Is good cause to
believe it will have jurisdiction aver ali parties.
2, Plaintiff allegas that there is good cause to Jelieve that Defendsnis Essex Marketing Group,

Inc,, Westorook Marketing Group, [ne., Westbrook Marketing Associates, LLC, Manhatian

Guadane aad Richard Guadago, (*Guadagno™), Jack G. Schwarlz (“Schwartz™) and Henry Sanchez
("Sanch=z""} have engaged and are likely to engage in acts and practices that violate Szcion 3(a) of
the FTC Act, 15 1).5.C. § 45(a), and the Fedzral Trade Cormnission Trade Replation Rule entitled

“Disclosure Requirements and Prohibitions Conceming Franchising and Business Opportunity
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- Ventures™ (the “Franchise Rule’"), 16 C.F.R. Part 436, and that the Commmnissian is therefore likely to

prevail on the merits of this action, Dzfendants deny these assertions.

i Plaintiffalleges that there is good cause to believe faat tae evidence set forth in sapport of
Plantis s Motion for a Temporary Restraining Order, Preliminary Ijunction, and Other BEqitable
Retief, and in the accompanying declirations and exhibits, shows thal the Defendants have engaged
in & concarted course of lepal activity in their dealings with consumers natipawide in cozmection
with the advertising, promotion, offering, sale or servicing of vending machine busiusss
opportunities to comsumers nationwide, in violation of Section 5 of the FTC Act, 15 US.C. § 45
and the Franchise Rulz, 16 C.FX. Parl 436. Defendants deny these assextions.

4. The Defendants, Henry Sanchez acd Manhattan Vending L1.C, while denying all allegations
of wrongdoing set forth in the Complrird, have stipulated and agreed to entry of this Ordec withaut
uny admission by Defendant of any wrongdoing or violation of law, and without a finding by tha
Conrt of any fact or law than a3 stzted akove.

s The entry of this Order, as set forth below, is in the pukHc interest.

6. PlaintifT asserts that o security is required of any agency of the United States for issuance

of a preliminary injugction. Fed, R. Civ. P, 63{x).

1S:71  SvBe-6c—-yuil
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7 By this stipulation, Defendants Henry Sanchez and Manhattant Vending; TLC waive their-

right to a Prelimisary Injunction hearing before thus Couts,
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ORDER
Definitions

For purposes of this prelimmary injunction order, the following definitions shail apply:

1. “Franchise” and “Franchisee™ are defmed in Section 436.2(2) of the Federal Trade
Commissien Trade Regulation Rule ensitled *Disclosure Requwirements ard Pronikifions
Coneerning Franchising and Businese Oppormunity Venbures” {the “Franchise Rule™), 16.C ER.

§ 436.2(a), a copy of which is utiached to this Ordes as Attachment A.

2. “Business venture™ means any writlen o oxal business arrangement, however
denominated, whether or not covered by ths Franchisz Rule, which comsists of the payment of any
consideration for:

a. the right or mzens to offier, sell, or distribute gocda ox services (whether or
ot identified by & trademark, service mark, wr=de name, acvestising. or
other commercial symbol); and

b. more than nominal assistance to amy person of entify in cornection with or
incident to ths establishment, maintenance, or operation of a new business

or the eniry by an existing business irto a new line or type of business.

OF SEIVICES;

4., "Desendants” mean Defendants Henry Sanchez and Manhattan Vending, 1LLC, any
officer, director, eriployee, or agent, and his successars, assigns, officers, agents, servants,
employees, attorneys, and all persotts or eatities directly or indirectly under their conel or vnder
comman confrol with them, and all other persons or entities in active coneert ot participation with
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them who receive actual notice of this Order by personal service or otherwise, whether acting
divectly or through any cotporation, subsidiary, divisian, or other device;

5. “Plaintiff” means the Federal Trade Commuission,

6. “Assets” reans any legal or equitable inferest in, tight to, or claim to, any real and
personal property, including, bul ook limited to chattel, goods, instruments, equipment, fixtures,
general intangibles, inventory, checks, notes, leaseholds, effects, contracts, mail or other deliveries,
shares of steck, Bists of CONSUTNEY NAMES, ACCOLNLS, eredits, pramises, receivables, funds, and cash,
wherever Jocated, whether in the United Stares ar abroad;

7. “Documernt 18 synomymons in meaning and egual in scope to the usage of the term
in Federal Rule of Civil Procedure 34(a) and includes writngs, deawinps, praphs, charts,.
photographs, audin, and video recordings, computer tecords, and other daza concpilations from
which the infoanation can be obiained and translated, if necessary, through detection devices jmto
maéomblyusabia form. A draft or non-identical copy s a separate Cocument within the meaning
of the term; and

3. "Person” means a natural person, an orpanization or other legal enuty, including a

torpotation, parinership, sole proprietorship, limited Gability company, association, cooperative, ot

cS:1T SEFZ-e2—-3u
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any other group ot combination seting as anentity-— —
| 8 PFROHIBITED BUSINESS ACTIVITIES

ITIS T}{E-REFURE ORDERED that, in connection with the adveriising, proraoting,
offering fo- sale, or sale of any business venture, subject to thizs Court’s Order sealing these

prcceedings, Defeadants are hereby preliminarily restrained and enjoined from..
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A, Falsely repussenting, expressly or by implicetion, either omlly or in wiiting, any
materzl fact, including but not limited to the following:
L. the income, profits, or sules volums Likely o be achieved; and
2. that they will deliver the vending machines within the sgreed npon tme or
allow purchasers to cancel their cantracts; and
B. Viplating or assisting okthers to violate any yrovision of the Franchise Rule,
16 C.E.R. Part 436, including bl}t 1ot limited to:
1. failing to provide eny potential frarchisee with 2 complete and accurste
disclasure document within the tires stated in the Franchise Rule,
16 C.F.R. § 436.1(a);
2, failing to provide any potentiz’ franchises with an earnings claim document
when auny earnings claim is mads, as regquired by the Franchiss Rule,
16 C.FR. § 436.1(b)-(e); and
3. failing o disclose, in immediate conjunction with eny earnings ¢laim, the
material basis for the claim (or the lack of such basis) and a waming thei

the earnings claim (s only an estimale, as reguired by the Franchise Ru'e,

[aASTEN N L7, P Faat Stattal w1
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16 CF.R-§-436.1(e)(3(4):
0. CUSTOMER LISTS

IT IS FURTHER ORDERED that Defencants are hereby prelimitarily restrained and
eqjoined from selling, renting, leasing, or transferring the neme, addésess, telephone number, credis
card numbezr, debit card rumber, bank account number, e-mail address, or other idenifving
information of any person who paid any money to any Defendant, at any time prior-tu entry of this
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Order, in connection with the sale or offesing for sals of vending maching tusiness opportunities.
Notwithsianding the forgoing, thal Defendanss may diselose such identifying infonna:':ion to 2 law
enfercement ager.cy, as required by any law, regulation, or court order.

m. ASSETFREEZE

IT IS FURTHER ORDERED, except a5 otherwige pruvided in Subparagraph F, that
Defendants are hareby temporarily resirzined and enjoined from:

A, Transferning, converiing, encumbeniog, selling, concealmg, dissipating, disbursing,
assigning, spending, withdrawing, oc otherwise disposing of any assels that are: (1) owned or
contyolled, direcfly or indirectly, vy any Defendant, in whole orin past; (2) titled or held in the
name, singly or jointly, of any Defandant; or (3) in the actoul or constructive nosiession of any
Defendant; or (4) ovned, controlied by, or in the actual or constructive possession of iy
corpoxafion, partnership, or othex entity directly or indirectiy ovwned, managed, or controlled by, or
tnder comrnon contrel with, any Defer.dans, including but not limited te, any assets held by, for, or
under the name of any Defer.dant atany bank or savings and loan institutior, or with any Droker-
dealer, escrow azeni, title company, commadity trading company, precious metal derleg, ot other

financiz] institution or depository of any kind;

cS:11T SudBc-62—¥ul
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B.  Opening or cawsing to be cpened any safe deposifhoxes tifled i Defendant
Meneitzm Vending's name;

C. Incurring charges or cash advances on any cradit card issued in the ame of
Maeohatten Vending;

D. Obtainim2 a personal or secured loan in the name of Manheiten Vending;
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~approximately $850;000, [FMr. Smnchez’s financial disclosures contained any-material omission

E. Incurring lians or other encumbrances on real property, parsonal property or other
assets n the name, singly or joinly, ofany Defendant; and

E. Ascels fiozen by this Section shall be Limited to any assels of Manhattan Vending
and only the following essets of Henry Senchez: (1) the house lacated at 42 S:ory Hollow Rd.,
Centerporr, NY; (2) National Integrity Life amnity, account #1100033405, presenily valued at
§226,086.50; and (3) 25,410 out of 34,410 stack options of the Tribune company. Deferdant
Sanchez must eotify counsel for Plainéf in writing sent via certified meil return receipt requested
if= (1) the price for Tribune swock (symbol TRB) closes at or below $21 a share on any trading day;
or (2) the value of the annuity falls below $204,000. Dsfendant Sanchez may within twelve
menths from the date of this order exertiseisel] up to 5,000 stock oprions not frezen by this section
pnd use the proceeds for customary and ordinary living expensas. Defendant shall inform Plaintff
in writng two Tusiness deys p:i-:xr to exercising any stock options andzr this section.

Provided however, the amoun: and scope of Defenidant Henry Sanchez’s asset freeze is
predicated on the accuracy and trufhfulness of sworn financial disclosutes of Nir. Sanchez
provides in June 2002 and thereafier, including fhe valuations ziven for the assels in paraprph F

af 1his section and decuments indicating that the smount of Meznhattan Vending total sales were
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or Manhztize Vending's lotal sales were materially higher than $850,000, Plaintiff maY move this
caur; to modify the scope of the asset frezze agairst Mr. Sanchez,
Iv. | RETENTIONX OF ASSETS AND RECORDS HELD BY THIRD PARTIES

IT IS FURTHER ORDERED that, pending determination of the Commission's request

for a Permanent Injunrction, any financiel or brokerage institugion, business enlity, oz psrson served
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vich a copy of tnis Order, that holds, coutrals or maintains custody of any asset of the Drefendant
which is the subiect of this Order, or bas held, controlled or maipizined oustedy af aﬁy such asset
of any Drefendant, which is the subject of this Oxder, at any fime since fanvary 1, 2000 shallk
A. Prohibit Defendants from withdrawing, remaving, assigning, transfeming, pledging,
encumbering, disbursing, dissipating, converting, selling, or otherwise disposing of any such
assets, which are the subject of this Order, except as directed by further arder of thg Court;
B.  Deny the Defendants actess to any safe deposit box that is:
i Titled in the name of zny Defendart, either individually o joinfly; or
2, Otherwise subject to access by any Defendant, either individually or joincdy;
C. Provide connsel for the Commission, within five {5) business days of receiving a
copy of this Oxder, 2 swom sintement setting forth:

1. Thsz identification nimnber and description of each such account or asset
tified in the name, individuaily or joinily, of the Defendants, or held on
behalf of, or far the benefit of, any Dafendant;

2. The balance of each such account, or a description of the neture and value

of such asset as of the close of business on the day on which this Order is

""""" served; and, ii'the-accoun: or other asset hag-been closed-or removed, the
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dats closed or removed, the total funds removed in order to close the
aecount, and the name of the person or entity to wham such account or

other asset was remitted; and
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3. The idenzificarion of any sale depogit box that 38 either tifled in the name,
individuelly or jointly, of any Defendant, or otharwiss subjeéttu agcess by
any Defendant; and

D.  Upon the request of the Commissian, prompily provide the Commission with
copies of all records or other decumentation pertaining to such account er asset, incloding but not
limited to originals or copies of account applications, account statements, signature cards, checks,
drafts, deposit tickets, trapsfers & and from the accounts, all other debit end credit imsiruments oc
slips, currency Iransaction reports, 1099 forms, and safe deposit bex logs. Any such financial
institation, account custodian, or other aforementioned entity shall arrange for Plaintiil to obtain
copies of my such reconds which Plaintifl seeks, provided that such ingtitution or custodian may
charge & reasomable fee not to =xtczed ten cents (10€) per paze copied; and

V. REPATRIATION OF ASSETS AND IOCUMENTS LOCATED IN FOREIGN
COUNTRIES

T IS FURTHER ORDERED that unless Defendants have already done so pursnant to

the TRO, the Defendants shall:

A, Within forty-eight (48) hours following the dete of this Order, 1a%e sach steps as are

necessary to iransfer o the territory of the United States of America all documents and assets sl

£S:TT  ShdZ—62—uid
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are located owtsidz of such tzmitary and are hald by or for the Defendants or are under their divect
ar indirect cortrol, jointly, severally, oc individually,
B, Wilhin forty-eizht (£8) hours fillowing the service aithis Craer, provide counsel

for the Commission with a full accouatit:g of sll documents and assets that are Jocaied outside of
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such territory and are held by or for the benefit of Defendants or are uncer their direct ar indirect
conirol, whether jointly, severally, or ndividually;
C. Hold and refzin all irensferred docmcents and assets and prevent any irmnsfex,
dispasition, or dissipetion whatsoever of any such assets or funds; and
D. Provide counsel for the Cortmission with aceess to xecords and docnments of the
Defendant keld by financial institutions ourside the territarial United States of America, by signing
and delivering to Plaintif{ a “Consent of Release of Financial Records™ in a form to be provided by
Plaintiff within foaty-eight (48) hours of a request Dy Plamtiff.
VI. INTERFERENCE WITH REPATRIATION
IT IS FURTHER ORDERED (hzt ihe Defendant is heréay preliminerily restrained and
enjoined from taking any action, dirt;ctly or indirecly, which may res:lt in the encumibrance o
dissipation of foreign assets, or in the hindsance of the repatviztion required by the preceding
Section this Order, including but pot limized to:
A Sending eny statement, letter, fax, e-mail or wize ransmission, telephoning or
engaging in any other act, directly o indirectly, that resulis in a datamination by a foreign mostee

or other eniity that a "duress" event bkag occumred ur.der ths teres of a foreign trus: agreement until

“such timethat all assets have been-fully repatriated-pumsuant-to-the preceding Section of this Order;

B. Notitying any trustee, protector or other agent of any foreizn trustor oﬂrer're]aied
entities of cither the existence of this Order, o- of the fact that repatriaiion is reguired pursuant to a
Court Order, until snch time that all sssets have been fully repatriated pursuant to the preceding
Section of this Order.

VII. DISCOVERY
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IT IS FURTHER ORDERED that except as provided in section VI kerein, the

Commission 2nd the Defendamts shall conduct any farther discovery in (nis action pufsuam to the %
Federal Rules of Civil Prccedure and this Court’s Lecal Rules; provided, however, the reques:s for L“:c';’
production of documents pursuant.to the sxpedited discovery provision of the TRO shell not in any
way waive Plaintiff s rights to seek <he production of additionz] documents. =
VIII. FINANCIAL REFORFS d
IT XS FCRTHER ORDERED that, unless the Defendants has already done so pursuant to
the TRO, the Deferdant, within forty-eipht (48) hours of entry of this Order, shall prepare and -
deliver ta counsel for the Comimssion: %
M
A Cotnipleted firaswial statements on the forms attached the TRO. The financisl %
statements shall be acouratz as of the date ofentry of this Order; and %
B. Upor request by Pleintiff], all current accommtants” reports; all federal tax returns 5
filed sir.ce January 1, 1999; documents indicating title wo real or personal property; other indicia of g
ewnership that are mow ir. the Defendant’s zctuz] oy constructive possession; and other of A
Defendant’s financial and bank records requested by Plaintift
IX. IDENTIFYING INFORMATION RELATING TO ACCOUNTANTS, FINANCIAL
PLANNFERS, INVESTMENT ADVISORS, STOCK BROKERS AND OTHERS
IT IS YURTHER ORDERED that, untess the Defendants have already done so pursuant
to the TRO, the Defendaris, wishin forty-eight (48) honrs afier the date of this Order, shall provide @
counsel for the Commissior: (1) the nane, address and telephone number for eash accountant, §
fnancipl planner, investment adv:sor, stock broker or otker mdivadual, corporation or parmership o
whaorn they hirs for pessonal adviez ar services, including but not Kmited to preparation of 1ax | 2
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. retumns end inmvestment advice, since Januacy 1, 2000, and (2) the name, addess and telephone
numbez fox each accountant, financial planner, invesiment advisor, stockbroker ax t}fhét mndividueal,
corporation or partnership who was hired on behalf of Defendants since January 3, 2000.

X. RECORD KEEPING/BUSINESS OPERATIONS

IT IS FURTHER ORDERE that the Defendants are hareby preliminarily restrained and

enjomed from:

A, . Failing 1o document and maintain docwnents that, in reasonable detsil, accurately,
fairly, and cornpletely reflect their incomes, disbursements, iransactions, and use of money;

B. Destroying, erasing, mufilating, concealing, altering, teansfeming, or otherwise
dispasing of, in any manner, direstly or indirectly, any contracts, accounting data, cerrespondence,
zdvertisements, computer tapes, Giscs, or other computerized records, books, written or printed
1ecords, handwritten notes, telophons fops, telephone scripts, receipl books, ledgers, personal and-
business cenceled checks and check registers, bank statements, appointment books, copies of
federal, stat o1 local business or personal incoms or property tax refoms, anc oher documants or
records of any kind ihat relate to the business practices or husiness or personel finances of the

Defendants, and

PSiTT  Su@c-ec—ddl
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C.7 Creating, opsimtitig, orexereising any control over acy business entity;including
any partership, limited parmexship, joint venture, sole proprietorship or corporation, without frst
providing counsel for the Commission with a written statement -:lis:.:!nsingz (1) the name o the
business entity; (2) the address and telephone number of the business entify; (3) the names of the
business entity’s officers, dirzctars, principals, managers sud emplayess; and {4) a detailed
description of the business ertity's intetded activities.
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XI. DISTRIBUTION OF ORDER BY DEFENDANTS
YT IS FURTHER ORDERED that Defendants shall immediately provide a copy of this
Order to each affiliate, subsidiary, division, sales entity, successor, Bssign, officey, director, agent,
sales manager, atiomey, and represeniative of fhve Defendants, and shall, within ten: (10) days from
the date of entry of thiz Order, provide counsel for the Commission with a swom statement that
Deferidant has complied with this provision of the Oxder, which statement shall include the names
and addresses of each snch pereon or entity who received a copy of the Order. For emy employee
or independent coniractor who solicits business opportunity sales or speaks to prospective business
oppoctenity purchasets, Defendants shall give a statement in the forr: etinched hereto as
Attachment B.
XIlI. BANKRUPTCY PETITIONS
IT IS FURTHER ORDERED that Defendants are hereby prohibited from filing, or
causing to be filed, a petition for relief nnder the United States Bankruptey Code, 11 U.S.C.
§ 101 el seq., without five business (3) days iy writen noticz to the Commission,
XIII. CONSUMER CREDIT REFORTS

IT IS FURTHER ORDERED that the Commission may cbtain, and must keep

gonfidential; creditteparts concemming any Defendant pursuant to-Section 634{L)-af the Fair Credit—

Reporting Act, 15 U.S.C. § 1681b(1], snd that upon written request, any credit reporting agency

fram which such reports are requested shall provide tham to the Commission.
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XXVII. RETENTION OF JURISDICTION

IT IS FURTHER ORDERED that this Courl shatl retein jurisdiction of this matter for all %
N
purposes. \
S
STIPULATED AND AGREED TO BY- S
PLATNTIFE: -~
9]
WILLIAM E. KOVACIC N
GENERAL COUNSEL
BARBARA ANTHONY
REGIONAL DIRECTOR. -
NORTHEAST REGION &
E COMMISSION: /, : 3
! e M
€1 -]
/ pATED: ALL J/ 2 S £
{ F. WE U8 (AW 32 89) o
| /RONALD L. WAEDMAN (RW 2003) 0]
3
D
I
DEFENDANTS: .
' 2
DATED: ’2'/ 2 / 0> =
1 -1
—
s
DATED: ‘;f /; a—rj
R 7
ATTORNEY DR DEFENDANTS
HENRY SANCHEZ AND
MANHATTAN VENDING, LLC .
0
; N
il -d
SO ORDERED, his & dayof _iWlindd , 2003, at // A m. N
&)
c N
AN i
y [/
THOMAS C. PLATT T
UNITED STATES DISTRICT COURT JUDGE e
S
)

Page 50of 15



