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The Honorable Ricardo S. Martinez

UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF WASHINGTON
AT SEATTLE

FEDERAL TRADE COMMISSION,
Case No. CV04-1852RSM
Plaintiff,

V. STIPULATED SUPPLEMENTAL
FINAL ORDER TO MODIFY FINAL
JOHN STEFANCHIK, individually and as an JUDGMENT AND ORDER

officer and director of Beringer Corporation, e | PURSUANT TO FED. R. CTV. P. 60(b)
al.,

Defendants.

Plaintiff, the Federal Trade Commission (“Commission™ or “FTC™), pursuant to Federal
Rule of Civil Procedure 60(b), and defendants John Stefanchik and Beringer Corporation
(“Defendants”), by and through their attorneys, submit this Stipulated Supplemental Final Order
to Modify Final Judgment and Order Pursuant to Fed. R. Civ. P. 60(b) (“Stipulated Supplemental
Order”) for approval by this Court in order to resolve the FTC’s monetary claims against the
Defendants arising from the Final Judgment and Order entered against Defendants on April 3,
2007. |

Being fully advised in the premises and acting upon stipulation of the parties to enter this
Stipulated Supplemental Order, the Court finds and orders:

FINDINGS
1. This Court entered a Final Judgment and Order For Permanent Injunction and

Other Equitable Relief (“Final Order”) against Defendants on April 3, 2007. This Court has
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jurisdiction under Paragraph X of the Final Order, which provides that the Court retains
jurisdiction of this matter for purposes of construction, modification, and enforcement of the
Final Order.

2. In the Final Order, the Court found that uncontroverted evidence established that
Defendants violated Section 5(a) of the Federal Trade Commission Act, 15 U.S.C. § 45(a), and
Sections 310.3(a)(2)(ii1) and 310.3(a)(4) of the Telemarketing Sales Rule (“TSR™), 16 C.F.R.
§§310.3(a)(2)(ii1) and 310.3(a)(4).

3. Under Paragraph IV.A of the Final Order, the Court entered judgment for
equitable monetary relief against Defendants, jointly and severally, and in favor of the FTC in
the amount of $17,775,369.00, to be paid within ten days of entry of the Final Order. Paragraph
IV.C of the Final Order provides that, in the event Defendants fail to pay tﬁe Commission the
judgment amount, interest computed at the rate prescribed under 28 U.S.C. § 1691, as amended,
shall immediately begin to accrue on the unpaid balance.

4. The Ninth Circuit Court of Appeals subsequently affirmed this Court’s judgment
against Defendants and in favor of the Commission. FTC v. Stefanchik, 559 F.3d 924 (9th Cir.
2009). None of the parties filed a further appeal of that decision and the order is final.

5. Defendants have not paid any amount of the judgment to the Commission and,
consequently, owe the Commission, jointly and severally, the entire judgment amount of
$17,775,369.00, plus the interest accrued. On or about May 7, 2007, the Commission filed a
judgment lien against the real property where John Stefanchik resided at the time of judgment:
9022 North Mercer Way, Mercer Island, Washington.

6. Warwick Properties LLC (“Warwick™), among other things, holds title to the real
property located at 3022 North Mercer Way, Mercer Island, Washington (the “Property™). On or
about October 6, 2008, Warwick filed a petition for relief in the U.S. Bankrupicy Court for the
Western District of Washington, under Chapter 11 of Title 11 of the U.S. Bankruptcy Code.
Defendant John Stefanchik’s wife, Heidi Fogg, is the manager of Warwick. To pursue its
judgment lien against the Property, the FTC filed a secured claim in the Warwick bankruptcy

case, and Warwick stated that it intends to dispute the Commission’s claim.

FEDERAL TRADE COMMISSION
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7. In addition to filing a secured claim, on December 11, 2009, the Commission
filed an adversary proceeding, naming Warwick, John Stefanchik and Heidi Fogg as defendants
(the “Adversary Proceeding™). FTC v. Warwick Properiies LLC, et al., Adversary No. 09-01584
(Bankr. W.D. Wash.). In the Adversary Proceeding, the Commission made various claims
against John Stefanchik, Heidi Fogg and Warwick, including a reverse veil-piercing claim
alleging that Warwick is a sham or the alter ego of John Stefanchik.

8. On or about May 10, 2010, the bankruptcy court confirmed Warwick’s Fourth
Amended Plan of Reorganization (the “Plan”). Warwick’s Plan provides for the sale of the
Property and for the distribution of the proceeds of the sale to its creditors. Starting in June
2010, the marketing and sale of the Property will be conducted by one of the Banks holding a
secured claim on the Property.

0. The Defendants, Heidi Fogg, and Warwick, along with the FTC, have agreed to
resolve the claims in the Adversafy Proceeding and a potential dispute over the proof of claim
the FTC filed in the Warwick Bankruptcy Case, as reflected in the attached stipulated orders
(Exhibits A and B).

10.  In addition, Heidi Fogg and Warwick have agreed to be bound by the terms of
this Stipulated Supplemental Order and stipulate and agree to entry of this Stipulated
Supplemental Order to settle and resolve the Commission’s monetary claim against Defendants.

11.  Except as modified by this Stipulated Supplemental Order, the Final Order
entered on April 3, 2007, shall remain in full force and effect unless otherwise ordered by this
Court.

12.  The parties agree that the effective date of this agreement is defined as the date on
which this Court’s order approving the Stipulated Supplemental Order becomes final and is not
subject to appeal. If this Stipulated Supplemental Order is not approved by this Court, then the
parties also agree that this Stipulated Supplemental Order will automatically terminate and be of
no further force and effect.

13.  Entry of this Stipulated Supplemental Order is in the public interest.

FEDERAL TRADE COMMISSION
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14.  The Defendants, Heidi Fogg, and Warwick further waive all rights to appeal or
otherwise challenge or contest the validity of this Stipulated Supplemental Order.
DEFINITIONS

1. “Adversary Proceeding” means the adversary proceeding the Commission filed
on December 11, 2009 in the Warwick Bankruptcy Case, naming Warwick, John Stefanchik, and
Heidi Fogg as defendants. FTC v. Warwick Properties LLC, et al., Adversary No. 09-01584
(Bankr. W.D. Wash.).

2. “Bankruptcy Court” means the U.S. Bankruptcy Court for the Western District
of Washington, which presides over the Warwick Bankruptcy Case.

3. “Defendants” means John Stefanchik, individually and as an officer and director
of Beringer Corporation, and Beringer Corporation, formerly d.b.a. The Stefanchik Organization,
as well as its successors and assigns, whether acting directly or through any corporation,
subsidiary, division, or other device.

4. “Heidi Fogg” means Heidi Fogg and/or Heid: Stefanchik, by any name,
individually and as an officer and manager of Warwick.

5. “Monetary Judgment” means the entire judgment amount of $17,775,369.00,
plus the interest from April 3, 2007 forward at the rate prescribed under 28 U.S.C. § 1961, as
amended, that Defendants, jointly and severally, owe to the Commission under the Final Order.

6. “Property” means the real property described in the King County real property
records as “Lot 21, Sunnybank™ with a street address of 9022 North Mercer Way, Mercer Island,

-Washington.

7. “Warwick” means Warwick Properties LLC, as well as its successors and
assigns, whether acting directly or through any corporation, subsidiary, division, or other device.

8. “Warwick Bankruptcy Case” means the Chapter 11 bankruptcy case filed by
Warwick Properties, LLC, in the U.S. Bankruptcy Court for the Western District of Washington,
Case No. 08-16620.

FEDERAL TRADE COMMISSION
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ORDER
I. MONETARY JUDGMENT

IT IS HEREBY ORDERED that:

A. Defendants, Fogg, and Warwick agree to partially satisfy the Monetary Judgment
in accordance with the terms and conditions in Subsections B through D of this Section. Upon
satisfaction of all terms and conditions in Subsections B through D, the Monetary Judgment
shall be suspended against Defendants, but remains subject to reinstatement under Section II.

B. Within ten (10) days of the date of entry of this Order, Defendants and Heidi
Fogg, in accordance with the directions provided by the Commission, shall pay to the
Commission, by wire transfer, certified check, or money order, nine hundred thousand dollars
($900,000.00). In addition, Defendants and Heidi Fogg agree to transfer to the Commission all
of their (singular, collective and/or joint) legal and equitable rights, title and/or interest(s) in the
funds described in the attached Exhibit C. ‘

C. Within five (5) days from the date of the closing on the sale of the Property
pursuant to the Warwick Bankruptcy Case, John Stefanchik and Heidi Fogg shall fully cooperate
with James G. Murphy Co. (“JGM™) to take such steps as JGM may require to take full
possession of the personal property described in the attached Exhibit D, and, to enter into an
agreement with JGM to dispose of said property. Until John Stefanchik and Heidi Fogg
surrender possession of the personal property described in the attached Exhibit D to JGM, they
shall maintain and take no action to diminish the value of said property. As soon as is
reasonably possible after taking possession of said personal property, JGM shall, in accordance
with the agreement between JGM, John Stefanchik, and Heidi Fogg, liquidate the personal
property. After all of said personal property has been liquidated, JGM shall account for the net
proceeds derived therefrom, and transfer all such net proceeds to the Commission in accordance
with iﬁstructions provided by the Commission.

D, The Defendants, Heidi Fogg, and Warwick shall have stipulated to, and the
Bankruptey Court shall have entered, an order in the Bankiuptey Case authorizing Warwick to
enter into: &) this Stipulated Supplemental Order; b) the Claim Order (as defined below); and, the

FEDERAL TRADE COMMISSION
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Judgment and Order (as defined below), which order shall have become final and non-
appealable. In addition, the Bankruptcy Court shall have entered orders: a) allowing the
Commission’s claim as a secured claim under 11 U.S.C. §§ 502 and 506 in the Warwick
Bankruptey Case, and as reflected in the attached order allowing claim (Exhibit A, the “Claim
Order™); and b) resolving the parties’ claims in the Adversary Proceeding, as reflected in the
Judgment and Order (attached hereto as Exhibit B), both of which orders shall have become
final and non-appealable.

E. Defendants, Heidi Fogg, and Warwick agree that they will not, whether acting
directly or through any corporation, partnership, limited liability company, division, subsidiary,
trade name, or other entity or device, submit to any federal or state tax authority any tax return,
amended tax return, or other official document that takes a deduction for, or seeks a tax refund or
any other tax benefit for, the payments that are to be made pursuant to Subsections I.B and I.C of
this Stipulated Supplemental. Order.

F. To ensure compliance with Subsection L.E of this Stipulated Supplemental Order:
(i) Defendants, Heidi Fogg, and Warwick each shall deliver to the Commission copies of all of
their respective signed and completed federal and state income tax returns, and all amended
returns (if any), including all related forms, schedules, statements, and attachments, that they file
for each year in which payments are made pursuant to Subsections I.B and I.C of this Stipulated
Supplemental Order. The aforementioned deliveries shall be made to the Commission within ten
(10) days after each such return and amended return (if any), is officially filed with the Internal
Revenue Service or a state tax authority; and (ii) for each year in which any part of the payments
described in Subsections I.B and I.C of this Stipulated Supplemental Order are made, the
Defendants, Heidi Fogg, and Warwick each shall, within thirty (30) days after their respective
final date for filing an amended federal tax return for that year, sign and submit to the Internal
Revenue Service (“IRS™) IRS Form 4506, along with a payment to the IRS of the Form 4506 fee,
directing the IRS to send to the Regional Director, FTC Northwest Region, 915 Second Avenue,
Suite 2896, Seattle, WA 98174 copies of their respective original tax return and all amended tax
returns (if any) that they filed with the IRS for that year.

FEDERAL TRADE COMMISSION
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G. All money paid to the Commission pursuant to this Order shall be deposited into a
fund administered by the Commission or its representatives to be used for equitable relief,
including consumer redress and any attendant expenses for the administration of any redress
fund. If direct redress to consumers is wholly or partially impracticable or money remains after
redress is completed, the Commission may apply any remaining money for such other equitable
relief (including consumer information remedies) as it determines to be reasonably related to
Defendants’ practices alleged in the Complaint. Any monies not used for such equitable relief
shall be deposited to the U.S. Treasury as disgorgement. Defendants, Heidi Fogg, and Warwick
shall have no right to challenge any actions the Commission or its representatives may take
pursuant to this Section.

H. In accordance with 31 U.8.C. § 7701, Defendants, Heidi Fogg, and Warwick are
hereby required, unless they have done so already, to furnish to the Commission each of their
taxpayer identifying numbers (social security numbers or employer identification numbers),
which shall be used for purposes of collecting and reporting on any delinquent amount arising
out of their relationship with the government;

L Defendants, Heidi Fogg, and Warwick relinquish all dominion, control, and title
to the funds paid to the fullest extent permitted by law. Defendants, Heidi Fopp, and Warwick
shall make no claim to, or demand return of, the funds, directly or indirectly, through counsel or
otherwise; and

I Defendants and Heidi Fogg agree that the facts alleged in the Complaint filed in
this action shall be taken as true without further proof in any bankruptcy case or subsequent civil
litigation pursued by the Commission to enforce its rights to any payment or money judgment
pursuant to this Stipulated Supplemental Order, including, but not limited to, a
nondischargeability complaint in any bankruptcy case. Defendants and Heidi Fogg further
stipulate and agree that the facts alleged in the Complaint establish all elements necessary to.
sustain an action pursuant to, and that this Stipulated Supplemental Order and the Final Order
shall have collateral estoppel effect for purposes of, Section 523(a)(2)(A) of the Bankruptcy
Code, 11 US.C. § 523(a)(2)(A). In addition, Defendants and Heidi Fogg agree that if any of

FEDERAL TRADE COMMISSION
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them file a petition for relief or a petition for relief is filed against them (jointly or separately)
under 11 U.S.C. § 101, et seq., and the payment to the Commission under Subsection B above is
subsequently recovered or avoided by the debtor, trustee, or a creditor, the Monetary Judgment
shall not be suspended as described in Subsection A above and the Commission will hold an
allowed, unsecured claim in the bankruptcy case in the amount of the Monetary Judgment, plus
interest from April 3, 2007 at the rate preécribed under 28 U.S.C. § 1961, as amended.

II. RIGHT TO REOPEN

IT IS FURTHER ORDERED that:

A. By agreeing to this Stipulated Supplemental Order, Defendants, Heidi Fogg, and
Warwick reaffirm and attest to the truthfulness, accuracy, and completeness of the financial
statements that each of them prepared and transmitted to the Commission, including the
following: (1) completed individual financial statement for John Stefanchik and Heidi Fogg
(executed on May 25, 2010); (2) completed Corporate Financial Statements for Beringer
Corporation (executed on May 21, 2010) and Warwick Properties, LLC (executed on June 25,
2010); (3) true and correct copies of individual 2007 and 2008 tax returns for John Stefanchik
and Heidi Fogg, which were Previously filed with the Internal Revenue Service (“IRS™); (4) a
complete list of John Stefanchik’s and Heidi Fogg’s personal property, including furnishings,
jewelry, and art, which has a potential sale value of, or for which they paid, $2,500.00 or more
per item (lists provided by letters to the FTC dated June 14, 2010, and July 2, 2010, and by
electronic mail from Sims Weymuller to Nadine Samter, dated June 22, 2010); and (5)
Declaration of John Stefanchik executed July 19, 2010, and the Exhibits attached thereto
(hereafter, collectively referred to as “Financial Statemments™). The Commission’s agreement to
this Stipulated Supplemental Order is expressly premised upon the h‘uthfulnéss, accuracy, and
completeness of the Financial Statements, which contain material information upon which the
Commission relied in negotiating and agreeing to the terms of this Stipulated Supplemental

Order;

FEDERAL TRADE COMMISSION
915 Second Ave,, Su. 2896
Seattle, Washington 28174

Stipulated Supplement Final Order To Modify Final Judgment & Order - Page 8 (206) 2205350




o0 -1 Sy W

Case 2:04-cv-01852-RSM Document 155  Filed 02/22/11 Page 9 of 10

B. Defendants, Heidi Fogg, and Warwick certify that they have each individually
and jointly disclosed all assets in which any of them holds any beneficial, remainder, or actual
interest, whether partial or whole, including, but not limited to any jointly held assets.

C.  If, upon motion by the FTC, this Court finds that any or all of Defendants, Heidi
Fogg or Warwick has failed to disclose any material asset, or misrepresented the value of any
asset, or made any other misrepresentation in, or omission from, the Financial Statements, then
as to Defendants, any suspension of the Monetary Judgment (in the amount of $17,775,369.00,
plus interest), less amounts already paid, shall be lifted, the Monetary Judgment shall become
immediately due, and interest computed pursuant to 28 U.S.C. § 1961, as amended, shall
continue to accrue on the unpaid balance. Provided, however, that in all other respects, this
Stipulated Supplemental Order shall remain in full force and effect unless otherwise ordered by
this Court; and

D. Proceedings instituted under this Section are in addition to, and not in lieu of, any
other civil or criminal remedies as may be provided by law, including any other proceedings the
Commission may initiate to enforce this Stipulated Supplemental Order.

III. ACKNOWLEDGMENT OF RECEIPT OF
STIPULATED SUPPLEMENTAL ORDER

IT IS FURTHER ORDERED that within five (5) business days of receipt of this
Stipulated Supplemental Order as entered by the Court, Defendants, Heidi Fogg, and Warwick
must submit to the Commuission a truthful sworn statement acknowledging receipt of this
Stipulated Supplemental Order.

IV. CONTINUED JURISDICTION
IT IS FURTHER ORDERED that this Court will retain jurisdiction of this matter for all

purposes.
SO ORDERED, this 22 day of February 2011.

(B

RICARDO S. MARTINEZ,
UNITED STATES DISTRICT JUDGE

FEDERAL TRADE COMMISSION
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NADINE S. SAMTER, WSBA # 23881
Attorney for Plaintiff

Federal Trade Commission

915 Second Avenue, Suite 2896
Seattle, Washington 98174
(206) 220-6350

Fax: (206) 220-6366

Email: nsamter{@ftc.cov

JOHN STEFANCHIK, individually and as
an officer of Beringer Corporation

HEIDI FOGG
individually and as an officer, manager, or
principal of Warwick, LLC

SIMS WEYMULLER, WSBA # 33026
Attorney for John Stefanchik, Beringer Corp.,
and Heidi Fogg

Johnson Flora, PLLC

2505 Second Avenue, Suite 500
Seattle, WA 98121

(206) 386-5566

Fax: (206) 682-0675

Email: www.johnsonflora.com
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NADINE 5. S
Attomey for Plaintiff
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Federal Trade Commission
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The Honorable Marc .. Barreca

L Chapter 11
Exhibit A
UNITED STATES BANKRUPTCY COURT
FOR THE WESTERN DISTRICT OF WASHINGTON
In Re:
Warwick Properties LLC, Case No. 08-16620

Debtor-in-possession. ORDER ALLOWING SECURED
CLAIM OF FEDERAL TRADE
COMMISSION

Plaintiff Federal Trade Commission (“FTC” or “the Commission™), and debtor Warwick
Properties LLC (*Warwick”), by and through their attorneys, have agreed to entry of this Order
allowing the secured claim of the FTC (the “Order”) in this case.

JURISDICTION AND VENUE

1. This Court has subject matter jurisdiction pursuant to 28 U.S.C. §§ 157 and 1334.
This Adversary Proceeding is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A).

2. Venue in the Western District of Washington is proper under 28 U.S.C.

§ 1409(a).
THE PARTIES

3. The FTC is an independent agency of the United States government created by
statute. 15 U.5.C. §§ 41-38. The FTC is charged, inter alia, with enforcement of Section 5(a) of
the FTC Act, 15 U.S.C. § 45(a), which prohibits unfair or deceptive acts or practices in or
affecting commerce. The Commission also enforces the Telemarketing Sales Rule, 16 C.F.R.

Part 310, as amended, which prohibits deceptive or abusive telemarketing acts or practices.

Order Allowing Claim - Page 1 FEDERAL TRADE COMMISSION
600 Pennsylvania Ave., NW, Mail Stop M-81028
Washingten, D.C. 20380
(202) 326-3304
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4. The Commussion is authorized to initiate federal district court proceedings to
enjoin violations of the FTC Act and the Telemarketing Sales Rule, and to secure such equitable
relief as may be appropriate in each case, including restitution for injured consumers. 15 U.S.C.
§§ 53(b), 57b, 6102(c), and 6105(b).

5. The FTC is a creditor with a secured claim against the Debtor as a result of a
judgment the Commission obtained against Stefanchik, and others, in the United States District
Court for the Western District of Washington in the case Federal Trade Commission v.
Stefanchik., et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.) (the “Stefanchik Case”).

6. Warwick Properties LLC is a chapter 11 Debtor in this case.

7. Heidi Fogg is the manager of the Debtor and the spouse of Stefanchik. Fogg
currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040.

8. John Stefanchik is the spouse of Fogg and a defendant in the Stefanchik Case.
Stefanchik currently resides at: 9022 North Mercer Way, Mercer Island, Washington 38040.

FINDINGS

9. On August 24, 2004, the Commission filed a complaint in the United States
District Court for the Western District of Washington (the “District Court™) against Stefanchik, a
corporation he Drganized., Beringer Corporation (“Beringer™), and severai other defendants.
Federal Trade Comm’n v. Stefanchik, et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.). All
defendants except Stefanchik and Beringer entered into stipulated judgments to resolve the
FTC’s claims against them.

10. On April 3, 2007, the FTC obtained a judgment against Stefanchik and Beringer
in the amount of $17,775,369. Stefanchik and Beringer subsequently appealed the District
Court’s ruling.

11.  The Ninth Circuit Court of Appeals affirmed the District Court’s judgment
against Defendants. FTC v. Stefanchik, 559 F.3d 924 (9th Cir. 2009). None of the parties filed a
further appeal of that decision and the order is final. The full amount of the judgment awarded

to the Commission, $17,775,379 plus interest, remains outstanding as of August 11, 2010.

Order Allowing Claim - Page 2 FEDERAL TRADE COMMISSION
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12.  OnMay 7, 2007, while the appeal was pending, and shortly after the District
Court’s ruling, the Commission filed a judgment lien on the home where Stefanchik resided at
the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the “Mercer
Island Property™). The Mercer Island Property is currently titled in the name of Warwick.
Accordingly, the Commission filed a secured claim in Warwick’s bankruptcy case. In addition,
the Commission filed an adversary proceeding against Warwick, Stefanchik and Heidi Fogg
(collectively, “Defendants™) in December 2009 and asserted various claims against them,
including a reverse veil-piercing claim in which the Commission alleged that Warwick is a sham
or the alter-ego of John Stefanchik.

13. On or about May 10, 2010, this Court confirmed Warwick’s Fourth Amended
Plan of Reorganization (the “Plan™). Warwick’s Plan provides for the sale of the Property and
for the distribution of the proceeds of the sale to its creditors.

14.  As part of the resolution of all claims among the Defendants and the FTC, the
parties have agreed to consensually resolve the claims the Commuission asserted in the adversary
proceeding. In addition, the parties have agreed to resolve all claims related to the
Commission’s proof of claim filed in this case, as reflected in this Order.

15.  This Order represents a fair and equitable compromise of the claims at issue in
thi; case, and it is a critical part of the parties’ overall resolution of claims ameng the
Commission and Defendants in the Stefanchik Case. See Exhibit A (Stipulated Supplemental
Order). _

16.  The Defendants further waive all rights to appeal or otherwise challenge or
contest the validity of this Order. If, however, an appeal of this Order is filed by an interested
party, Defendants agree to fully cooperate and assist the FTC in defending against such an
appeal and/or in prosecuting any claims that may arise as a result of such an appeal. Defendants -
waive any rights to attorneys’ fees that might otherwise arise in the course of defending this

Order on appeal.

Order Allowing Claim - Page 3 FEDERAL TRADE COMMISSION
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DEFINITIONS

1. “Defendants” means John Stefanchik, individually and as an officer and director
of Beringer Corporation, formerly d.b.a. The Stefanchik Organization, as well as its successors
and assigns, whether acting directly or through any corporation, subsidiary, division, or other
device.

2. “Fogg” means defendant Heidi Fogg and/or Heidi Stefanchik, by any name,
individually and as an officer and manager of Warwick.

3. “Monetary Judgment” means the entire judgment amount of $17,775,369.00,
plus the interest from April 3, 2007 forward at the rate prescribed under 28 U.S.C. § 1961, as
amended, th;at Defendants, jointly and severally, owe to the Commission in Federal Trade
Commission v. Stefanchik., et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.).

4. “Property” means the real property described in the King County real property
records as “Lot 21, Sunnybank™, whose street address is 9022 North Mercer Way, Mercer Island,

Washington.
3. “Stefanchik” means defendant John Stefanchik.
6. “Stefanchik Case” means the enforcement action the Commission filed against

Stefanchik, and others, in the United States District Court for the Western District of
Washington: Federal Trade Commission v. Stefanchik., et al., Case No. 2:04-cv-01852-RSM
(W.D. Wash.).

7. “Warwick” means Warwick Properties LLC, as well as its successors and
assigns, whether acting directly or through any corporation, subsidiary, division, or other device.
ORDER

IT IS HEREBY ORDERED that:

Al Warwick stipulates to the Commission’s claim as a secured claim under 11
U.S.C. §§ 502 & 506 in this case in the amount of Seventeen Million, Seven Hundred and
Seventy-Five Thousand, Three Hundred and Sixty-Nine Dollars ($17,775,369.00), plus interest,

but iess any amount paid to the Commission in the Stefanchik Case (the “Claim™). Accordingly,

Order Allowing Claim - Page 4 FEDERAL TRADE COMMISSION
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by entry of this Order, the Court allows the Commission’s Claim as a secured claim under 11
U.S.C. §§ 502 & 506 in this case.

B. In addition, the FTC’s Claim in this case, which was classified as a Class Seven
Claim under Warwick’s Fourth Amended Plan of Reorganization, will be paid after payment of
Classes One through Four and Class Tén, and only to the extent Class One claims are allowed
claims which have been approved by the Bankruptey Court. Fogg and Warwick further agree
that any Class One claim that Fogg may or will submit to this Court for approval will not exceed
$1,000. In addition, Stefanchik agrees not to file any claims in this case on behalf of himself,
Fogg or any other entities managed, directed or controlled by either or both of them.

C. If: a) the Property is sold to a person or entity other than one in which any or all
of the Defendants, Fogg, Warwick, and/or any successors, heirs, assigns or entities related to or
controlled by any or all of the Defendants, Fogg and/or Warwick retain an interest, and sufficient
proceeds from the sale exist to pay the Commission’s Claim (in part or in full) under the
Warwick Fourth Amended Plan of Reorganization; and b) the Defendants, Fogg and Warwick
otherwise satisfy the terms of this Stipulated Supplemental Order, then the Commission will
release its lien on the Property. If, however, the purchaser of the Property (in whole or in part) is
a person or entity in which any or all of the Defendants, Fogg, Warwick, and/or any successors,
heirs, assigns or entities related to or controlled by any or all of the Defendants, Fogg and/or
Warwick retain an interest, the Commission will retain its lien on the Property until the
Monetary Judgment is satisfied.

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

all purposes.

Dated: January _, 2011 A\ %

Marc Barreca
United States Bankruptcy Judge
{Dated as of Entered on Docket date above)

Order Allowing Claim - Page 5 FEDERAL TRADE COMMISSION
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Respectfully submitted by:
FEDERAL TRADE COMMISSION

/s/ Kimberly L. Nelson
Michael P. Mora, I11. Bar No. 6199875

Kimberly L. Nelson, VA Bar No. 47224

Federal Trade Commission

600 Pennsylvania Ave., NW, Mail Stop M-8 102B
Washington, D.C. 20580

Telephone: (202) 326-3304

Facsimile: (202} 326-2558

Mmora@ftc.gov

Knelson@ftc.gov

Nadine S. Samter, WSBA No. 23881
Federal Trade Commission

015 Second Avenue, Suite 2896
Seattle, Washington 98174
Telephone: (206) 220-6350
Facsimile: (206) 220-6366
Nsamter@fic.gov

Counsel for Federal Trade Commission

/s/ Jeffrey B. Wells

Jeffrey B. Wells, Esq.

Law Offices of Jeffrey B. Wells
502 Logan Building

500 Union Street

Seattle, Washington 98101
Telephone: (206) 624-0088
Facsimile: (206) 624-0086
Tbwellaw{@aol.com

Counsel for Warwick Properties LLC

FEDERAL TRADE COMMISSION
600 Pennsylvania Ave., NW, Mail Stop M-8102B
Washington, D.C. 20580
(202) 326-3304
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The Honorable Ricardo 5. Martinez

UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF WASHINGTON
AT SEATTLE

FEDERAL TRADE COMMISSION,
Casc No. CV(4-1852RSM
Plaintiff,

V. STIPULATED SUPPLEMENTAL
FINAL ORDER TO MODIFY FINAL
JOHN STEFANCHIK, individually and as an JUDGMENT AND ORDER

m}iﬁccr and direclor of Beringer Corporation, et PURSUANT TO FED. R. CIV. P. 60(b)
a -

Defendants.

Plaintiff, the Federal Trade Conunission (“Commission” or “FTC?), pursuant to Federal

Rule of Civil Procedure 60(b), and defendants John Stefanchik and Beringer Corporation

(“Defendants™}, by and through their attorneys, submit this Stipulated Supplemental Final Order

to Modify Final Judgment and Order Pursuant to Fed. R. Civ. P, 60(b) (" Stipulated Supplemental
Order™) for approval by this Court in order to resolve the FTC’s monetary claims against the
Defendants arising from the Final Judgment and Ord;ar entered against Defendants on April 3,
2007.

Being fully advised in the premises and acting upon stipulation of the parties to enter this
Stipulated Supplcmental Order, the Court finds and orders:

FINDINGS
L. This Court entered a Final Judgment and Order For Pernaanent Injunction and

Other Equitable Relief (“Final Order™) against Defendants on April 3, 2007. This Court has

FEOERAL TRADE COMMISSION
75 sﬁ:n ;\};l:.!iu..'!ﬂ?j
. . A Sezitle, Washrgian D17
Stipulzted Supplement Fina] Order To Medily Final Judgment & Grder - Fage | ml‘(mnf‘nn-gggu

Exhihit A to Order Allawing FTC Claim
Case 08-16620-MLB Doc 140 Filed 01/31/11 Entered 01/31P 11:29:19 Page 7 of 31
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Case 08-16620-MLB Doc 140 Filed 01/31/11

jurisdiction under Paragraph X of the Final Order, which provides that the Court retains
jurisdiction of this ﬁaﬁer for purposes of construction, modification, and enforcement of the
Final Order.

2. Inn the Final Order, the Court found that uncontroverted cvidence established that
Defendants violated Section 5(a) of the Federal Trade Corymission Act, 15 U.S8.C. § 45(a), and
Sections 3 10.3(a)(2)(iii) and 310.3(a)(4) of the Telemarketing SE:IES Rule (“TSR™), 16 C.F.R.
§§310.3(a)(2)(iii) and 310.3(a)(4).

3, Under Paragraph IV.A of the Final Order, the Court entered judgment for
equitable monctary relief against Defendants, jointly and sevorally, and in favor of the FTC in
the amount of $17,775,369.00, to be paid within ten days of entry of the F?nal Order. Paragraph
1V.C of the Final Order provides that, in the event Defendants fail to pay the Commission the
judgment amount, interest compuled at the rate prescribed under 28 U.S.C. § 1691, as amendcd,
shall immediately begin to accruc on the unpaid balance.

4, The Ninth Circuit Court of Appeals subsequently affirmed this Court's judgment
against Defendants and in favor of the Commission. F7C w. Stéﬁmchik, 559 F.3d 924 (9th Cir.
2009). None of the parties filed a firther appeal of that decision and the order is final.

5. Defendants have not paid any amount of the judgment to the Commission and,
consequently, owe the Conimission, jointly and severally, the; entire judgnicnt amount of
$17,775,369.00, plus the interest accrued. On or about May 7, 2007, the Commission filed a
judgment licn against the real property where John Stefanchik resided at the time of judgmenlt:
9022 North Mercer Way, Mercer Isiand, Washington.

6. Warwick Properties LLC (*Warwick™), among other things, holds title to the real
property located at 9022 North Mercer Way, Mercer Island, Washington (the “Property™). On or
ahout October 6, 2008, Warwick filed a petition for relief in the U.S. Bankruptey Court for the
Western District of Washington, under Chapter 11 of Title 11 of the U.S. Bankruptey Code.
Defendant John Stefanchil’s wife, Heidi Fogg, is the manager and owmer of Warwick. To
pursue its judgment lien against the Property, the FTC filed a secured claim in the Warwicle

bankruptey casc, and Warwick stated that it intends to dispute the Commission’s claim,

FERER AL TRADE COMMISSION
315 Seeend Avey, Sw. 2590
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7. In addition to filing & secured claim, on December 11, 2009, the Commission
filed an adversary proceeding, naming Warwick, John Stefanchik and Heidi Fogg as defendants

(the “Adversary Proceeding™. FTC v. Warwick Properties LLC, et al., Adversary No. 09-01584

{Bankr. W,D. Wash.), In-the Adversary Proceeding, (ie Commission made various claims

against John Stefanchile, Heidi Fogg and Warwick, including a reverse veil-piercing claim
alleging that Warwick is & sham or the alter-ego of Johin Stefanchik.

8, On or about May 10, 2010, the bankruptcy court confirmed Warwick’s Fourth
Amended Plan of Reorganization (the *Plan™). Warwick’s Plan provides for the sale of the
Property and for the distribution of the proceeds of the sale ta its ereditors. Starting in June
2010, the marketing and sale of the Property will be conducted by one of the banks holding a
secured claim on the Property, or its agents.

9, The Defendants, Heidi Foge, and Warwiclk, along with the FTC, have agreed to
resolve the claims in the Adversary Proceeding and a potential dispute over the proof of claim
the FTC filed in the Warnwick Bankruptcy Case, as reflected in the attached stipulated orders
{Exhibits A and B).

10.  Inaddition, Heidi Fogg and Warwick have agreed to be bound by the tenms of
this Stipulated Supplemental Order and stipulate and agrec to cntry of this Stipulated
Supplemental Order to settle and resolve the Commission’s monetary claim against Defendants,

11.  Exceptas modified by this Stipulated Supplemental Order, the Final Order
entered on April 3, 2007, shall remain in full force and effect unless otherwise ordered by this
Court.

12.  The partics agree that the effective date of this agreement is defined as the date on
which this Court’s arder approving the Stipulated Supplemental Order becomes final and is not
subject to appeal. I this Stipulated Supplemental Order is not approved by this Court, then the
partics also agree that this Stipulated Supplemental Order will automatically terminate and be of

no further foree and effect,

13, Entry of this Stipulated Supplemental Order is in the public intercst.

FRORRAL THADE COMMISSION
9E3 Seennd Ave., Hu, 202G
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1 4, The Defendants, Heidi Fogg, and Warwick further waive all rights lo appeal or

12

otherwise challenge or contest the validity of this Stipulatcd Supplemental Order.

DEFINITIONS

1. “Adversary Proceeding™ means the adversary proceeding the Commission filed
onADcccmbBr 11, 2009 in the Warwick Baulcruptey Case, naming Warwick, John Stefanchik, and
Heidi Fogg as defendanis. FTC v Warwick Properties LLC, et al, Adversary No, 09-01584
(Bankr, W.D. Wash.).

2. “Bankruptey Conrt® means the U.S. Bankruptcy Court for the Western District

(¥ -~ B SR = N I, S~ S S

of Washington, which presides over the Warwick Egnlcruptcy Case.

10 3. 7 “Defendants” means John Stefanchik, Individually and as an officer and director
11| of Beringer Curporation; and Bcﬁngm; Corporation, formerly d.b.a. The Stefanchik Organization,
12| @8 \'.ve]] as its successors énd assigns, wheiher acting directly or through any corporation,

13 subsidiary, division, or other device.

14 4. “Heidi Fogg™ means Heidi Fogg and/or Heidi Stefanchik, by any name,

151 irdividually and as an officer and manager of Warwick. '

16 5. “Monetary Judgment” means the entire judgment amount of §17,775,365.00,

171 Plus the interest from April 3, 2007 forward at the rate prescribed under 28 U.8.C. § 1961, as

18| amended, that Defendauté: jointly and severally, owe to the Commission under the Final Order.
19 6. “Property” means the real property described in the King County real property
a0 || records as “Lot 21, Sunnybank” with a street address of 9022 Narth Mercer Way, Mercer Island,
21| Washington.

29 7. “Warwick” means Warwick Properties LLC, as well as ils successors and

3 assigns, whether acting directly or through any corporation, subsidiary, division, or other device.
24 8. “Warwick Banlornptey Case® means the Chapter 11 bankruptey case filed by

25 [ Warwicl Properties, LLC, in the 1J.8. Banlauptey Court for the Western District of Washingion,
261 Case No. 08-16620.

27
28
FROEIAL TRADE COMMISStOR
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1 ORDER .

2 1. MONETARY JUDGMENT

[T IS HEREBY ORDERED that:

Al Defendants, Fogg, and Warwick agree to partially satisfy the Monetary Judgment

in accordance with the terms and conditions in Subsections B through D of this Section. Upon

3
4
3
gl satisfaction of &/ terms and conditions in Subscetions B through D, the Monetary Judgment
7| shall be suspended against Defendants, but romains subject to reinstatement under Seetion 11

8 B. Within ten {(10) days of the date of entry of this Order, Defendants and Heidi

g| Foge, inaccardance with the dircctions provided by the Commission, shall pay to the

10| Commission, by wire ansfer, certified check, or money order, nine hundred thousand dollars

111 (8900,000.00). In addition, Defendants and Heidi Fogg agree to transfer to the Commission all
17| of their (singular, collective and/or joint) legal and equitable rights, title and/or interest(s) in the
13| funds described in the attached Exhibit C. '

14 C. Within five (5) days from the date of the closing on the sale of the Property

15} pursuant to the Warwick Bankmptey Case, John Stefanchik and Heidi Fogg shall fully cooperate
16|l with James G. Murphy, Co. (*JGM™) to tﬂkB“SLlCh steps as JGM may require to ke full

17| possession of the personal property described in the attached Exhibit D, and, (o enter into an

18| agreement with JGM Io dispasc of said property. Until John Stefanchik and Heidi Fogg

19| surrender possession of the personal property d;escn"bed in the attached Exhibit D to JGM, they
70| shail maintain and take no action to diminish the value of said property. As soon as is

91| reasonably passible after taking possession of said personal property, JGM shall, in accordance
99 | with the agreement between JGM, John Stefanchik, and Heidi Fogg, liquidate the personal

23 || property. Afterall of said personal property has been liquidated, JGM shall account for the net
24| procecds derived thevefrom, and transfer all such net proceeds to the Commission in accordance
a5 | with instructions provided by the Commission.

26 D. The Defendants, Heidi Fogg, and Warwick shall have stipulated to, and the

271 Bankrptey Court shall have entered, an order in the Bankmptey Case authorizing Warwick to

og || enter into: a) this Stipulated Supplemental Order; b) the Claim Order (as defined below); and the

-
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Judgment and Order (ag defined below), which ordey shall have become final and non-
appealable. In addition, the Banlauptey Court shall have entered orders: a) allowing the
Commission’s claiin as a secured claim under 11 U.S.C. §§ 502 and 506 in the Warwick
Bankruptcy Case, and as reﬁecﬁad in the attached order allowing claim (Exhibit A, the “Claim
Order™); and 1) resolving the partics claims in the Adversary Proceeding, as reflecied in the
Judgment and Order (attached herelo as Exhibit B), both of which orders shall have became
final and non-appealable.

E. | Defendants, Heidi Fogg, and Warwick, agree that they will not, whether acting
directly or through any corporation . partnership, limited liability company, division, subsidiary,
trade name, or other entity or device, subiuit to any fedéral or state tax authority any tax return,
amended tax return, or other official document that takes a deducetion for, or seakg a tax refund or
any other tax benefit for, the payments that are io be made pursuant to Subsections LB and 1.C of
this Stipulated Supplemental Order.

F. To-ensure compliance with Subsection LE of this Stipulated Supplemenial Order:
(i) Defendants, Heidi Fogg, and Warwick each shall deliver to the Commission copies of al] of
their respective signed and campleted federal and state income tax returns, and all amended
retwrns (if any), including all related forms, schedules, statements, and attachments, that they file
for each year in which payments are made pursuant to Subsections 1.B and LC of this Stipulated
Supplemental Order. The aforementioned deliveries shall be made to the Commission within ten
(10) days after each such return and amended return (if any), is officially filed with the Internal
Revenue Scrvic.:e or a state tax autharity; and (i) for cach year in which any part of the payments
described in Subscctons [.B and 1.C of this Stipulated Supplemental Order are made, the
Defendants, Heidi Fogg, and Warwick each shall, within thirty (30) days after their respective
final date for filing an amended federal tax return for that year, sign and submit to the Internal
Revenue Service (“IRS™) IRS Form 4506, along with a payment to the IRS of t]:n.c Form 4506
fee, directing the IRS to send to The Regional Dircetor, FTC Northwest Region, 915 Second
Avcnue, Suile 2896, Scattle, WA 98174 copies of their respective original tax return and all

amended tax returns {if any) that they filed with the IRS for that year.

FROERAL TRADE TOMMISEION
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G.  All funds paid to the Commission pursuant to this Stipulated Supplemental Order
shall be deposited into a find adininistered by the Commission or its designated agent to be used
for equitable relicf, including, but not limited to, consumer restitution and any attendant
expenses for the administration of any restitution fund. Defendants shall cooperate in
identifying and locating consumers entitled to restitntion under this Stipulated Supplemental
Order. In the event that direct restitution to consumers is wholly or partially impracticable or
funds remain after restitution is completed, the Commission may apply any remaining finds for
such other equitable relief (including consumer information remedics) as it determines 1o be

reasonably related to the Defendants’ practices alleged in the Complaint.  Any funds not used for

“such equitable relief shall be deposiled fo the Treasury as disgorgement. Defendants, Heidi

Fogg, and Warwick sitall be notified as to how the funds are disbursed but shall have no right to
challenge the Comumission’s choice of remedies under this Section of this Stipulated

Supplemental Order.

' H. In accordance with 31 U.5.C. § 7701, Dcfendants, Heidi Fogg, and Warwick are

 hereby required, unless they have done so already, to furnish to the Commission cach of their

taxpayer identifying nunbers (social security numbers or employer identification numbers),
which shall be used for purposes of collecting and reporting on any delinquent amount arising
out of their relationship with the government;

L Defendants, Heidi Fogg, and Warwick relingunish z;H dominion, controf, and title
to the funds paid to the fii)est extent permitied by law. Defendants, Heidi Fogg, and Warwicl
shall make no claim to, or demand retumn of, the funds, directly or indirectly, through counsel or
ollierwise; and

I, | . Defendants and Heidi Fogg agree that the facts alleged in the Complaint filed in
this action shall be taken as truc without firther proof in any bankruptcy case or subsequent civil
litigation pursued by the Commission to enforce its rights to any payment or money ju&gmcnt
pursuant to this Stipulated Supplemental Order, including, but not limited to, a
nondischargeability complaint in any banlkruptcy casc. Defendants and Heidi Fogg further

stipulate and agree that the facts allcged in the Complaint establish all elements necessary to

FRDELAL TRADE COAMAMISSION
915 Seznaid Avn, Su IRI6
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14 Sustain an action pursuant to, and that this Stipulated Supplemental Order and the Final Order
| shall have collateral estoppel effect for purposes of, Section 523 (a)(2)(A) of the Bankruptcy
3| Code, 11 U.S.C. § 523(a)(2)(A). In addition, Defendants and Heidi Fogg agree that if any of
4| them file a petition for relief or a petition for relief is filed against them (jointly or separately)
st under 11 U.S.C. § 101, ef seq., and the payment to the Commission under Subsection B above is
6l subsequently recovered or avoided by the debtor, trustee, or a creditor, the Muneta.xy Judpment
7| shall not be suspended as described in Subscction A abave and the Conmnission will hold an
g allowed, unsecured claim in the bankruptey case in the amount of the Monetary Judgmenr, plus
g interest from April 3, 2007 at the rate prescribed under 28 U.S.C. § 1961, as amended,
10 ' II. RIGHT TO REOPEN
11 IT 1S FURTHER ORDERED that:
12 A, By agrecing to this Stipulated Supplemental Order, Defendants, Heidi Fogg, and
13 Warwick reaffirm and attest to the truthfilness, accuracy, and completeness of the financial
14| statements that cach of them prepared and fransmitted to the Commission, includin-g the
15| following: (1) complcted individual financial statement for John Stefanchik and Heidi Fogg
16| (executed on May 25, 201 0);(2) campleted Corporate Financial Statements for Beringer
17] Corporation (executed on May 21, 2010) and Warwick Propertics, LLC (cxecuted on June 25,
18| 2010); (3) true and correct copies of individual 2007 and 2008 tax returns for John Stefanchik
19| and Heidi Fogg, which were previously filed with the Intcrnal Revenue Service (“IRS™); (4) a
op | complete list of John Stefanchik’s and Heidi Fagg's personal property, including fumishings,
2'1 jewelry, and art, which has a potential sale value of, or for which they paid, §2,500.00 or more
97| peritem (lists provided by letters to the FTC dated June 14, 2010, and July 2, 2010, and by
23 electronic mail from Sims Weymuiler to Nadine Saniter, dated June 22, 2010); and (5)
o4 | Declaration of John Stefanchik (cxecuted on July __, 2010}, and the Exhibits attached thereto
95} (hereafter, collectively refered to as “Financial Statements™). The Commission’s agreement to
264 his Stipulated Supplemental Order is expressly premised upon the truthfiilness, accuracy, and
97| completeness of the Financial Statements, which contain material information upon which the
28

FERERAL TRANE COMMISSION
Y15 Seeond Ave., Su, 2RUE

Stipulated Supplement Final Order To Modify Final Judgment & Qrder - Page 8 smufiu‘.;m:zgﬁggr?am

Exhibit A to Order Allowing FTC Claim
. 8
Case 08-16620-MLB Doc 140 Filed 01/31/11  Entered 01731491 1:29:19  Page 14 of 31



Canunission relicd in negotiating and agrecing to the terms of this Stipulated Supplemental
‘Order;

B.  Defendants, Heidi Fogg, and Warwick certify that they have each individually
and jointly discloscd all assets in which any of them holds any beneficial, remainder, or actual
interest, whetber partial or whole, including, but not limited to any jointly held assets.

C. If, upon mation by the FTC, ihis Court finds that any or all of Defendants, Heidi
Fogg or Warwick has failed to disclose any material assét, or misrepresented the value of any
asset, or made any otlier misrepresentation in, or omission fiom, éhe Financial Statements, then
as to Defendants, any suspension of the Monetary Judgment (in the amount of $17,775,369.00,
plus interest), less amounls already paid, shall be lifted, the Monetary Judgment shall became
immediately due, and intcrest compuled pursuant to 28 U.S.C. § 1961, as amended, shall
cnﬁtinue to accruc on the unpaid balance. Provided, however, that in all other respeets, this
Stipulated Supplemental Order shall remain in full force and effect unless otherwise ordered by
this Court; and

D. Proccedings instituted under this Section arc in addition to, and not in lieu of, any
other civil or criminal remedies as may be provided by law, including any other proceedings the
Commission may initiate to enforee this Stipulated Supplemental Order.

1. ACKNOWLEDGMENT OF RECEIPT OF
ETIPULATED SUPPLEMENTAL ORDER

IT IS FURTHER ORDERED that within five (3) business days of receipt of this
Stipulated Supplemental Order as entered by the Court, Defendants, Heidi Fogg, and Warwick
must submit to the Commission a truthful swarn statement acknowledging receipt of this
Stipulated Supplemental Order.

1V, CONTINUED JURISDICTION
IT IS FURTHER ORDERED that this Court will retain jurisdiction of this matter for all
purposes.

SO ORDERED, this day of , 2010, at

FEDERAL TILANE COMMISSION
915 Secand Ave, Sin. 2E96
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The Hanorable Ricardo S. Martinez
.United States District Judge

s

NADINE 5. SAMTER, WSBA # 23881
Attarney for Plaintiff

Federal Trade Cornmission

915 Second Avenpue, Suite 2896
Seattle, Washington 98174
(206) 220-6350

Fax: (206) 220-6366:

Email: nsamterf@fic.pov

D o -l o th E=

12 NOENST HIK, individually and as
ait of Beringer Corporation

HEIDI FOGG
16 il individually and as an officcr, manager, or
principal of Warwick, LLC

19 | SIMS WEYMUELER, WSBA # [insert]
Attomey fopdGhn Stefanchik, Beringer Corp.,
7¢ || and Heidi Fogg

21 {| Johnson Flora, PLLC

2505 Sceond Avenue, Snite 500
27 |t Seattle, WA 58321

(206) 386-5566

93 I Fax: (206) 682-0675

|| Email: www.jolhnsonflora.com

24
25
26
27
28
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1 hereby certify that on
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and by first-class United States mail to the following:

4

5

61 SIMS WEYMULLER, WSBA # [insert]
7t Johnson Flora, PLLC

g 2505 Second Avemie, Suite 500

Scattle, WA 98121

9 | (206) 386-5566

o || Fax: (206) 682-0675

Email: www.]ohnsonflora,.com

Attorney for John Stefanchik, Beringer Corp,,
12 || and Heidi Fogg

MICHAEL ROSENBERGER, WSBA # {insert]
14| Gordon Tilden Thomas & Cordell, LLP

15 1001 Fourth Avenue, Suite 400

Seattle, WA 98154-1007,

161 (206) 467-6477

17 | Fax: (206) 467-6292

Email: mrosenberger@gordontilden.com

19 Dated: . 2010

20 s/MNadine Samiter
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The Honorable Marc 1. Barreca

Chapter 11
UNITED STATES BANKRUPTCY COURT
FOR THE WESTERN DISTRICT OF WASHINGTON
In Re:
Warwick Properties LLC, Case No. 08-16620

Debtor-in-possessios. ORDER ALLOWING SECURED
CLAIM OF FEDERAL TRADE
COMMISSION

Plaintiff Federal Trade Commission (*FTC" or “the Commission™), and debtor Warwick
Properties LLC (“Warwick™), by and through their attorneys, have agreed to entry of this Order
allowing the secured claim of the FTC (the “Drdaz’;) in this case.

' JURISDICTION AND VENUE

1. This Court has subject matter jurisdiction pursuant to 28 U.S.C. §§ 157 and 1334.
This ;ﬂ\_dversary Proceeding is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A).

2. Vgnue in the Western District 6f ‘Washington is proper under 28 U.S.C. § 1409(a).

THE PARTIES

3. The FTC is an independent agency of the Umted States povernment created by

statate. 15 U.S.C. §§ 41-58. The FTC is charged, imter alin, with enforcement of Section 5 (a)of

|| the FTC Act, 15 U.5.C. § 45(=), which prohibits unfair or deceptive acts or practces in ot

affecting commerce. The Commission also enforces the Telemarketing Sales Rule, 16 C.F.R.

Part 310, as amended, which prohibits deceptive or abusive telemarketing acts or practices.

Judgment and Order- Page 1 FEDERAL TRADE COMMISSION

600 Pennsytvanio Ave., NW, Suile N1-2123
Washingtan, D.C. 20380
(202) 326-3304

Stipulated Supp. Order to Modify - Ex. A
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4. The Commission is authorized to inifiate federal district court proceedings to

_|lenjoin viclations of the FTC Act and the Telemarketing Sales Rule, and to secure such equitable

relief as may be appropriate in each case, including restitution for injured consumers. 15 U.S.C.
§§ 53(b), 57b, 6102(c), and 6105(b).

5. The FTC is a creditor with a secured claim aga%nst the Debtor as atesult of a
judgment the Commission obtained against Stefanchik, and others, in the United States Digtict
Court for the Western District of Washington in the case Federal Trade Commission v.
Stefanchik., et al,, Case No. 2:04-cv-01852-RSM (W.D. Wash.) (the “Stefanchik Case™).

6. Warwick Properties LLC is a chapter 11 Debtor in this case.

7. Heidi Fogg is the manager of the Debtor and the spouse of Stefanchik. Fogg
.currently resides at: 9022 North Mercer Way, Mercer Island, Washington 58040.

8. - John Stefanchik is the spouse of Fogg and a defendant in the Stefanchik Case.
Stefanchik currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040.

. FINDINGS |

9. On August 24, 2004, the Commission filed a complaint in the United States
District Court for the Western District of Washington (the “District Court™) against Stefanchik, a
corporation he organized, Beringer Corporation (“Beringer™), and several other defendants. |
Federal Trade Comm 'n v. Stefanchik, et al,, Case No. 2:04-cv-01852-RSM (W.D. Wash.). - All
defendauts except Stefanchik and Beringer entered into stipulated judgments to resolve the
FTC’s claims against them.

10.  On April 3, 2007, the FTC obtained a judgment against Stefanchik and Beringer
in the amount of $17,775,369. Stefanchik and Beringer subsequently appealed the District
Court’s ruling.

11.  The Niath Circuit Court of Appeals affirmed the District Court’s judgment against
Defendants. FTC v Stefanchik, 559 F3d 924 (9th Cir. 2009). None of the parties filed a further

Judgment and Order- Page 2 S FEDERAL TRADE COMMISSION
. ‘ 600 Pennsyivonia Ave., NW, Suite NJ-2122

Washington, D.C. 20380
© (202) 3263304
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eppeal of that decision and the order is final. The full amount of the judgment awarded to the
Commission. $17.773,379 plus.interest, remains. outstanding as.of July. ., 2010, .

(V=T L ) U . T

12.  OnMay7, 2007, while the appeal was pending, and shortly after the District
Court’s-ruling, the Commission filed a judgment lien on the home where Stefanchik resided at
the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the “Mercer
Island Property”). The Mercer Island Property is currently titled in the name of Warwick.
Accordingly, the Commission filed a secured claim in Warwicle’s bankrupicy case. In addition,
the Commission filed an adversary proceeding apainst Warwick, Stefanchik and Heidi Fogg
(collectively, “Defendants™) in December 2009 and asserted various claims against them,
including a reverse veil-piercing claim in which the Commission alleged that Warwick is a sham
or the alter-ego of John Stefanchik. _

13.  On orabout May 10, 2010, this Court confirmed Warwick’s Fourth Amended
Plan of Reorganization (the “Plan™). Warwick’s Plan provides for the sale of the Property and
for the distribution of the proceeds of the sale to its creditors.

14.  As part of the resolution of all claims among the Defendants and the FTC, the .
parties have agreed to consensually resolve the claims the Commission asserted in the adversary
proceeding. In addition, the pasties have agreed to resolve all claims related to the Commission’s-
proof of claim filed in this case, as reflected in this Order.

15.  This Order represents a fair and equitable coplpromjse of the claims at issue m
this case, and it is a critical part of the parites’ overall resolution of claims among the
Commission and Defendants in the Stefanchik Case; See Exhibit A (Stipulated Supplemental
Order). _ |

16.  The Defendants further waive all rights to appeal or otherwise challenge or
contest the validity of this Order. If, however, an appeal of this Order is filed by an interested
party, Defendants agree to fully cooperate and assist the FTC in defending against such an appeal

and/or in prosecuting any claims that may arise as a result of such an appeal. Defendants waive

Judgment and Order- Page 3 FEDERAL TRADE COMMISSION
B 608 Pennsylvanin Ave,, NW, Suile M1-2122
Washington, D.C, 20580
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any rights to attorneys’ fees that might otherwise arise in the course of defending this Order on

DEFINITIQNS

1. “PDefendants” means John Stefanchik, individually and as an officer and director
of Beringer Corporation, formerly d.b.a_ The Stefanchik Organization, as well as its successors
and assigns, whether acting directly or through any corporation, subsidiary, division, or other
device.

2. “Fogg” means defendant Heidi Fopg and/or Heidi Stefanchik, by any name,
individnally and as an officer and manager of Warwick.

3. “Monetary Judgment” means the entire judgment amount of $17,775,369.00,
plus the interest from Agpril 3, 2007 forward at the rate prescribed under 28 U.S.C. § 1961, as
amended, that Defendants, jointly and severally, owe to the Commission in Federal Trade
Commission v. Stefanchik., et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.).

4. “Property” means the real property described in the King County real property

recards as “Lot 21, Sunnybank™, whose street address is 9022 North Mercer Way, Mercer Island, |

Washington.

5. “Stefanchil® means defendant John Stefanchile,

6. #Stefanchil Case™ means the enforcement action the Commission filed against
Stefanchik, and others, in the United States District Court for the Western District of
Washingion: Federal Trade Commission v, Stefanchik., et al., Case No, 2:04-cv-01852-RSM
(W.D. Wash.).

7. “Warwick™ means Warwick Properties LL.C, as well as iis SUCCESSOES and

assigns, whether acting directly or fhrough any corporation, subsidiary, division, or other device.

Judgment and Order- Page 4 : FEDERAL TRADE COMMISSION
) 600 Pennsylvanin Ave.,, NW, Suite NJ-2122
Washingten, D.C. 20580
{202) 326-3304

Exhitit A to Order Allowing FTC Cla

m

Filed 01/31/11° Entered 01/31713'11:29:19  Page 22 of 31



. [ ] 1 R S S L T e S e S S o

\UUO'--]G\M-I:A.DJ:MH
i

ORDER
Al Warwick stipulates to the Commission’s claim as a secured claim under 11 U.S.C.
§§ 502 & 506 in this case in the amount of Seventeen Million, Seven Hundred and Seventy-Five
Thu-usand, Three Hundred and Sixty-Nine Dollars ($17,775,369.00), plus interest, but less any
amount paid to the Conglmission in the Stefanchik Case (the “Claim™). Accordingly, by enifry of
this Order, the Court allows the Commission’s Claim as a secured claim um:ler 11 1.8.C. §§ 502
& 506 in this case. _
B. In addi;ion, the FTC"s Claim in this case, which -was classified as a Class Seven
Claim under Warwicl’s Fourth Amended Plan of Reorganization, will be paid after payment of
Classes One through %&;ﬁg %}%??oﬁ??ﬂent Class One claims are allowed claims which
have been approved by the Bankruptey Court. Fogg and Warwick further agree that any Class
One claim that Fogg may or will submit to this Court for approval will not exceed $1,000. In
addition, Stefaﬁchik agrees not to file any elaims in this case on behalf of himself, Fogg or any
other entities managed, directed or controlled by either or bc;th of them.

C. If: &) the Property is sold to a person or entity other than one in which any or all
of the Defendants, Fogg, Warwick, and/or any successors, heirs, assigns or entities related to or
controlled by any or all of the Defendants, Fogg and/or Warwick retain an interest, and sufficient .
proceeds from the sale exist to pay the Commission’s Claim (in part or in full) under the
Warwick Fourth Amended Plan of Reorganization; and b) the Defendants, Fogg and Warwick
otherwise satisfy the terms of this Stipulated Supplemental Order, then the Commission will
release 1its lien on the Property. If, however, the purchaser of the Property (in. whole or in part) is
a person or entity in which any or all of the Defendants, Fogg, Warwick, and/or any successors,
heirs, assigns or entities related to or controlled by any or all of the Defendants, Fogg and/or
Warwick retain an inlerest, the Commission will retain its lien on the Property until the Monetary
Fudgment is satisfied.

Judgment and Order- Page 5 - FEDERAL TRADE COMMISSION
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IT IS FURTHER ORDERED that this Court will retain jurisdiction of this matter for all

Respectfully submitted by:
FEDERAL TRADE COMMISSION

/sf Kimberly L. Nelson
Michael P. Mora, 1. Bar No. 6199875
Kimberly L. Nelson, VA Bar No. 47224
Federal Trade Commission
600 Pennsylvania Ave., NW, Mail Stop M-8102B
Washington, D.C. 20580
Telephone: (202) 326-3304
Facsimile: (202) 326-2558
Mmora@ftc.gov
Knelson{@fic.gov

Nadine S. Samter, WSBA No. 23881 -
Federal Trade Commission

915 Second Avenue, Suite 2896
Seattle, Washington 98174
Telephone: (206) 220-6350

Facsimile: (206) 220-6366
Nsamter@fte.gov

g
500 Union Street
Seatfle, Washingion 98101
Telephone: (206) 624-0088
Facsimile: (206) 624-0086
Tbwellaw@aol.com

Counsel for Defendants, Warwick Properties,
Heidi Fogg and John Stefanchik

FEDERAL TRADE COMMISSION
600 Pennsylvania Ave, MW, Suite NJ-Z122
- Washington, D.C. #0580
(202) 326-3304
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1 . . The Honorable Marc L. Barreca

Chapter 11
2 e e e e e e e i N

3

4

5

6 .

. UNITED STATES BANKRUPTCY COURT

7 FOR THE WESTERN DISTRICT OF WASHINGTON

8

9 In Re:
10 Warwick Praperiies LLC, ‘ Case No. 08-16620
1 Debtor—in—possessidn.
12
13 I Federal Trade Commission, ' Adversary Proceeding No. 09-01584-TTG
14 - Plaintiff,
s JUDGMENT AND ORDER

V.
16 || Warwick Properties LLC,
7 Heidi Fogg, and John Stefanchik,
Defendants.

18
19 Plaintiff Federal Trade Commission (*FTC” or “the Commission”), and defendants
20 Warwick Properties LLC, Heidi Fogg and John Stefanchik (collectively *“Defendants™), by and
21 through their attorneys, have agreed to entry of this Judgment and Order by this Court in arder to
22 resolve the FTC’s claims against the Defendants. .
= JURISDICTION AND VENUE
24 1. This Court has subject matter jurisdi’ction pursuant to 28 U.S.C, §§ 157 and 1334.
25

This Adversary Procead-ing is a core proceeding pursuant to 28 U.S.C. § 157(b)}(2)(A).

26 2. Venue in the Western District of Washington is proper under 28 U.8.C. § 1409(a).

Judgment and Order- Page 1 - FEDERAL TRADE COMMISSION
o - "400 Pennsylvanin Ave., NW, Suits WI2122
Washington, D.C. 20380
(202) 326-3304

Stipulated Supp. Order to Modify - Ex. B

) Exhibit A to Order Alluwing.l-_l'C Ciézin
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1 3. - This Adversary Proceeding relates to Iz re Warwick Properties LLC, Chapter 11

(]

Case No. 08-16620 (Bankr. W.D. Wash.), now pending in this Court (the “Banleruptcy Case™).
The FTC is a creditor with a secured claim against the Debtor as a result of a judgment the

Commission obtained ageinst Stefanchil, and others, in the United States District Court for the
‘Western District of Washington in the case Federal Trade Commission v. Stefanchik, et al., Case .
No. 2:04-cv-01852-R8M (W.D. Wash.) (the “Stefanchik Case™).

THE PARTIES

4, . The FTC is an independent agéncy of the United States government created by

(o T I D~ L ¥ B - S ¥

statute. 15 U.S.C. §§ 41-58. The FTC is charged, inter alia, with enforcement of Section 5(a) of
10 |t the FTC Act, 15 U.B.C, § 45(a), which prohibits unfair or deceptive acts or practices in or
11 |l affecting commerce. The Commission also enforces the Telemarketing Sales Rule, 16 C.F.R.
12 || Part 310, as'amended, which prohibits deceptive or abusive telemarketing acts or practices.
13 5. The Commission is antharized to initiate federal district court proceedings to
14 | enjoin violations of the FTC Act and the Telemarketing Sales Rule, and to secure such equitable
15 }| relief as may bie appropriate in each case, including restifution for injured consumers. 15 U.S..C.
16 {1 §§ 53(b), 57b, 6102(c), and 6105(b).
17 6. _ Warwick Properties LLC is a chapter 1 1 Debtor in the Bankruptcy Case.
-18 7. Heidi Fogp is the manager of the Debtor and the spouse of Stefanchik, Fogg
19 [l cutrently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040.
20 8. John Stefanchik is the spouse of Fogg and a defendant in the Stefanchik Case.
21 |{ Stefanchik currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040.
22 | FINDINGS
23 S 9. On August 24, 2004, the Commission filed a complaint in the United States
24 | District Court for the Westérn District of Washington (the “District Court™) against Stefanchik, a
25 corporation he organized, Beringer Corporation (“Beringer™), and several other defendants.

26 || Federal Trade Comm’'n v, Stefanchik, et al., Case No, 2:04-cv-01852-RSM (W.D. Wash.). All

27 .
Judgment and Order- Page 2 FEDERAL TRADE COMMISSION
28 600 Peansylvania Ave,, NW, Sulle MI-2122
Washingtan, D.C. 20380
(202) 326-3304
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1 | defendants except Stefanchik and Beringer entered into stipulated judgments to resolve the

N

10.  On April 3, 2007, the FTC obtained a judgment against Stefanchik and Beringer,
jointly and severally, in the amount of $17,775,369. Stefanchik and B&mger subsequently
appealed the Distret Court’s ruling.

11. In March 20009, the 11,8, Court of Aépeals for the Ninth Circuit affirmed the
Commission’s jﬁclgmeut against Stefanchik and Beringer as to both liability and monetary relief.
See Federal T ra'de Comm 'n v. Stefanchik, 55 Q’,.-F.Ed 924 (9th Cir. 2009). -
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12.  The full amount of the judgment awarded to the Commission, $17,775,379 plus
10 ||interest (the “Tudgment™), remains ontstanding as of July _ , 2010.

11 13. On May 7, 2007, while the appeal was pending, and shortly after the District

12 | Court’s ruling, the Coﬁnﬁssion filed a judgment lien on the home where Stefanchik resided at
13 || the time of the judgment: 9022 Noﬁh Mercer Way, Mercer Island, Washington (the “Mercer
14 | Island Property™).

15 14. T}ie Mercer Island Property is currently titled in the name of Warwick.,

16 || Accordingly, the Commission filed a secured claim in Warwick’s Bankruptcy Case.

17 15.  Inaddition, the Commission asserted various claims against Defendants in this
18 }| adversary proceeding, including a reverse veil-piercing claim in which the Commission alleged
19 || that Warwick is a sham or the alter-ego of John Stefanchik and/or Heidi Fogg.

20 . 16.  The parties to the adversary proceeding have agreed to consensually resalve the
21 || FTCs claims in this case. Further, the parties have agreed to resolve all claims related to the
22 || Cormmission’s proof of claim filed in the Bankruptcy Case.

23 17.  This Judgment and Order represents a fair and equitable compromise of the claims‘

24 Vi at issue in this adversary proceeding, and it is a critical part of the parties® resolution of claims
25 ||among the Commission and Defendants in the Stefanchik Case. See Exhibit A (Stipulated
26 (| Supplemental Order). '

Judgment and Order- Page 3 FEDERAL TRADE COMMISSION
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1 18.  The Defendants further waive all rights to appeal or otherwise challenge or
. ...2.j contest the validity of this Order, If, however, an appeal of this Order is filed by an interested . . .|, .. ... _.
3 || party, Defendants agree to ﬁﬂiy cooperate and assist the FTC in defending against such an appeal
4 || and/or in prosecuting any claims that may arise as a result of such an appeal. Defendants waive
3 jlany rights to attorneys’ fees that might otherwise arise in the course of defending this Ordér on
6 | appeal.
7 ORDER
8 IT IS HEREBY ORDERED that:
9 A The debtor, Warwick, has authority to enter into and execute this I udgment and v
10 || Order under 11 U.S.C. § 1107 and Bankruptcy Rule 9019; and
11 B. Judgment is entered in favor of the Comimission and against Defendants.
12 |j Accordingly, defendant Warwick is [iable, jointly and severally, along with defendant Stefanchik
13 || on the Judgment awarded in favor of the Commission in the Stefanchik Case, plus interest from
14 | April 3, 2007 at the rate prescribed under 28 U.S.C. § 1961, as amended.
15 IT IS FURTHER ORDERED that this Court will retain jurisdiction of this matter for all
16 || purposes,
17 || Dated: July __, 2010 . Respectfully submitted by:
FEDERAL TRADE COMMISSION
18
19 /s/ Kimberly L. Nelson
Michael P. Mora, Ill. Bar No. 6199875
20 Kimberly L. Nelson, VA Bar No. 47224
‘Federal Trade Commission
214 600 Pennsylvania Ave., NW, Mail Stop M-81028B
Washington, D.C. 20580
22 Telephone: (202) 326-3304
Facsimile: (202) 326-2558
23 Mmora@fic.gov
Knelson{@ftc.gov
24
25 Nadine S. Samter, WSBA No. 23881
Federal Trade Commission
26 915 Second Avenue, Suite 2896
27 )
Judgment and Order- Page 4 FEDERAL TRADE COMMISSION
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1 " Seattle, Washington 98174
Telephone: (206) 220-6350
2 Facsimile: (206) 220-6.:66
- -:;- - - = e Nsamter@ftegov -
. - Counsel fap _P aintiff, Federal Trade Cammz.s*szon
5
6
7 g m{dmg
500 Union Street
8 Seattle, Washington 98101
Telephone: (206) 624-0088
9 Facsimile: (206) 624-0086
L0 Towellaw(@aol.com
Counsel for Defendants, Warwick Properties, Heidi
11 Fogg and John Stefanchik
12
13
14
15
16
17
18
19
20
21 |
22
23
24
25
26
27
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EXHIBITC

All funds, assets, or other items of value that John Stefanchik, Heidi Fogg,
or any corporation or entity that either controls now, or may at any date in the
future, receive or have any right to receive as a result of fransactions described in
Exhibit C to the sworn Financial Statement signed by John Stefanchik and Heidi
Fogg on May 25, 2010, and submitied to the Federal Trade Commission. The
transactions described in Exhibit C to that sworn Financial Statement relate to
transfers of funds from corporations controlled by John Stefanchik, including, but
not limited to, North American Verification, Inc., Beringer Corporation, F/S Trust,
and Jordan, LLC, to corporations and individuals, including, but not limited to,
Paragon Dynamics, Inc., Silver Oak Services, James Fontano, and Jay Swob.

Stipulated Supp. Order to Modify - Ex. C
‘ Exhibit A to Order Allowing FTC Claim
2
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EXHIBITD
List of Personal Property to be Sold at Auction

Item _ Est. Resale Value
Square Table with 4 Stools $1000.00
Chaise Longue $1066.67
Area Rug (Living Room) $1000.00
Area Rug (Dining Room) $3166.67
Area Rug (Bedroom) $3166.67
Pool/Billliards Table $1500.00
Adam Shaw painting (54"x 50") $6000.00
Adam Shaw paintirig (64" x 70") $9000.00
Calder Print : $6000.00
cwe

Mikimoto Pearl Necklace (18" strand)
Tahitian Pearl Earrings

Cabochon Ruby Ring

Perionite Ring

Pear] and gold necklace

gold tennis bracelet

two Raymond Weil watches

Stipulated Supp. Order to Modify - Ex..D

Exhibit A to Order Allowing FTC Clairmn
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Exhibit B

The Honorable Marc L. Barreca
Chapter 11

UNITED STATES BANKRUPTCY COURT
FOR THE WESTERN DISTRICT OF WASHINGTON

In Re:

Warwick Properties LLC,

Debtor-in-possession.

V.

Federal Trade Commission,

Plaintiff,

Warwick Properties LLC,
Heidi Fogg, and John Stefanchik,

Defendants.

Case No. 08-16620

Adversary Proceeding No. 09-01584-TTG

JUDGMENT AND ORDER

Plaintiff Federal Trade Commission (“FTC” or “the Commission™), and defendants

1.

resolve the FTC’s claims against the Defendants.

Warwick Properties LLC, Heidi Fogg and John Stefanchik (collectively “Defendants™), by and

through their attorneys, have agreed to entry of this Judgment and Order by this Court in order to

JURISDICTION AND VENUE

Judgment and Order- Page 1

Mace NA.NTRRA-MIR  NnrQ  Filed 01/31/11

This Court has subject matter jurisdiction pursuant to 28 U.S.C. §§ 157 and 1334.
This Adversary Proceeding is a core proceeding pursuant to 28 U.S.C. § 157(b)(2XA).

FEDERAL TRADE COMMISSION
600 Pennsylvania Ave., NW, Suite NJ-2122
Washington, D.C, 20580
(202) 326-3304
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2. Venue in the Western District of Washington is proper under 28 U.S.C.
§ 1409(a).

3. This Adversary Proceeding relates to /i e Warwick Properties LLC, Chapter 11
Cése No. 08-16620 (Bankr. W.D. Wash.), now pending in this Court (the “Bankruptcy Case™).
The FTC is a creditor with a secured claim against the Debtor as a result of a judgment the
Commission obtained against Stefanchik, and others, in the United States District Court for the
Western District of Washington in the case Federal Trade Commission v. Stefanchik., et al.,
Case No. 2:04-cv-01852-RSM (W.D. Wash.) (the “Stefanchik Case™).

| THE PARTIES

4, The FTC is an independent agency of the United States government created by
statute. 15 U.5.C. §§ 41-58. The FTC is charged, inter alia, with enforcement of Section 5(a) of
the FTC Act, 15 U.S.C. § 45(a), which prohibits unfair or deceptive acts or practices in or
affecting commerce. The Commission also enforces the Telemarketing Sales Rule, 16 C.F.R.
Part 310, as amended, which prohibits deceptive or abusive telemarketing acts or practices.

5. The Commission is authorized to initiate federal district court proceedings to
enjoin violations of the FTC Act and the Telemarketing Sales Rule, and to secure such equitable
relief as may be appropriate in each case, including restitution for injured consumers. 15 U.S.C.
§§ 53(b), 57b, 6102(c), and 6105(b).

6. Warwick Properties LLC is a chapter 11 Debtor in the Bankruptcy Case.

7. Heidi Fogg is the manager of the Debtor and the spouse of Stefanchik. Fogg
currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040.

8. John Stefanchik is the spouse of Fogg and a defendant in the Stefanchik Case.
Stefanchik currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040.

FINDINGS
9. On August 24, 2004, the Commission filed a complaint in the United States

District Court for the Western District of Washington (the “District Court”™) against Stefanchik, a

Judgment and Order- Page 2 FEDERAL TRADE COMMISSION
600 Pennsylvania Ave., NW, Suite NJ-2122
Washington, D.C. 20580
(202) 326-3304
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corporation he organized, Beringer Corporation (“Beringer”), and several other deféndants.
Federal Trade Comm 'n v. Stefanchik, et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.). All
defendants except Stefanchik and Beringer entered into stipulated judgments to resolve the
FTC’s claims against them.

10.  On April 3, 2007, the FTC obtained a judgment against Stefanchik and Beringer,
jointly and severally, in the amount of $17,775,369. Stefanchik and Beringer subsequently
appealed the District Court’s ruling.

11. In March 2009, the U.S. Court of Appeals for the Ninth Circuit affirmed the
Commission’s judgment against Stefanchik and Beringer as to both liability and monetary relief.
See Federal Trade Comm’n v. Stefanchik, 559 F.3d 924 (9th Cir. 2009).

12.  The full amount of the judgment awarded to the Commission, $17,775,379 plus
interest (the “Judgment™), remains outstanding as of July __, 2010.

13, OnMay 7, 2007, while the appeal was pending, and shortly after the District
Court’s ruling, the Commission filed a judgment lien on the home where Stefanchik resided at
the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the *Mercer
Island Property™).

14.  The Mercer Island Property is currently titled in the name of Warwick.
Accordingly, the Commission filed a secured claim in Warwick’s Bankruptcy Case.

15.  In addition, the Commission asserted various claims against Defendants in this
adversary proceeding, including a reverse veil-piercing claim in which the Commission alleged
that Warwick is a sham or the alter-ego of John Stefanchik and/or Heidi Fogg.

16.  The parties to the adversary proceeding ha\.re agreed to consensually resolve the
FTC’s claims in this case. Further, the parties have agreed to resolve all claims related to the
Commission’s proof of claim filed in the Bankruptcy Case.

17. This Judgment and Order represents a fair and equitable compromise of the

claims at issue in this adversary proceeding, and it is a critical part of the parties’ resolution of

Judgment and Order- Page 3 FEDERAL TRADE COMMISSION
600 Pennsylvania Ave., NW, Suite NJ-2122
Washington, D.C. 20380
(202) 3263304
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claims among the Commission and Defendants in the Stefanchik Case. See Exhibit A
(Stipulated Supplemental Order). _ |

18.  The Defendants further waive all rights to appeal or otherwise challenge or
contest the validity of this Order. If, however, an appeal of this Order is filed by an interested
party, Defendants agree to fully cooperate and assist the FTC in defending against such an
appeal and/or in prosecuting any claims that may arise as a result of such an appeal. Defendants
waive any rights to attorneys’ fees that might otherwise arise in the course of defending tﬁis :
Order on appeal.

ORDER
 IT IS HEREBY ORDERED that:

A. The debtor, Warwick, has authority to enter into and execute this Judgment and
Order under 11 U.S.C. § 1107 and Bankruptcy Rule 9019; and

B. Judgment is entered in favor of the Commission and against Defendants,
Accordingly, defendant Warwick is liable, jointly and severally, along with defendant Stefanchik
on the Judgment awarded in favor of the Commission in the Stefanchik Case, plus interest from
April 3, 2007 at the rate prescribed under 28 U.S.C. § 1961, as amended.

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

all purposes.

Dated: January __, 2011 A\ %

Marc Barreca
United States Bankruptcy Judge
{Dated as of Entered on Docket date above)

Judgment and Order- Page 4 FEDERAL TRADE COMMISSION
600 Pennsylvania Ave,, NW, Suite NJ-2122
Washington, D.C. 20580
(202) 326-3304
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Respectfully submitted by:
FEDERAL TRADE COMMISSION

/s/ Kimberly L. Nelson
Michael P. Mora, I1l. Bar No. 6199875
Kimberly L. Nelson, VA Bar No. 47224
Federal Trade Commission
600 Pennsylvania Ave., NW, Mail Stop M-8102B
Washington, D.C. 20580
Telephone: (202) 326-3304
Facsimile: (202) 326-2558
Mmora@ftc.gov
Knelson@ftc.gov

Nadine S. Samter, WSBA No. 23881
Federal Trade Commission

915 Second Avenue, Suite 2896
Seattle, Washington 98174
Telephone: (206) 220-6350
Facsimile: (206) 220-6366
Nsamter@fte.gov

Counsel for Plaintiff, Federal Trade Commission

/s/ Jeffrey B. Wellg

Jeffrey B. Wells, Esg.

Law Offices of Jeffrey B. Wells
502 Logan Building

500 Union Street

Seattle, Washington 98101
Telephone: (206) 624-0088
Facsimile: (206) 624-0086
Ibwellaw(@aol.com

Counsel for Defendants, Warwick Properties, Heidi
Fogg and John Stefanchik

FEDERAL TRADE COMMISSION
600 Pennsylvania Ave., NW, Suite NJ-2122
Washington, D.C. 20580
(202) 326-3304

Frterad N1/34/111 114120 Pane 85 nf 10




2

wa

oo -~ oy th

The Honorabla Ricardo 8. Martinez

UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF WASHINGTON
AT SEATTLE

FEDERAL TRADE COMMISSION,
Case No. CV04-1852RSM
Plaintff,

V. STIPULATED SUPPLEMENTAL
FINAL ORDER TO MODIFY FINAL
JOHN STEFANCHIYK, individually and as an JUDGMENT AND ORDER

Dgﬁccr and director of Beringer Corporation, et | PURSUANT TO FED. R. CIV. P. 60(b)
al.,

Defendants.

Plaintiff, the Federal Trade Commission (“Commission” or “FTC™), pursuant to Federal

Rule of Civil Procedure 60(b), and defendants John Stefanchik and Beringer Corporation

("Defendants™), by and through their attorneys, submit this Stipulated Supplemental Final Order __

ta Modify Final Judgment and Order Pursuant to Fed. R. Civ. P. 60(b) (**Stipulated Supplemental
Order™) for approval by this Court in order to resolve the FTC’s monetary claims against the
Defendants arising from the Final Judgment and Ord;er entered against Defendants on April 3,
2007.

Being fully advised in the premiscs and acting upon stipulation of the parties to enter this
Stipulated Supplemental Order, the Court finds and orders:

FINDINGS
L. This Court entered a Final Judgment and Order For Permaanent Injunction and

Other Equitable Relicf (“Final Order™) against Defendants on April 3, 2007. This Court has

FEDERAL TRADE CUMAMISSION
515 Seeand Ave, 5o 2896
: . ip s Seabl, Washinginn 8174
Stipulated Supplement Finn) Order To Modify Finnl Judgment & Order - Pope § m(mﬁ;‘nfgs‘n

Exhibit A to Judgment and Order
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jurisdiction under Paragraph X of the Final Order, which provides that the Court retains
jarisdiction of this ﬁmtter for purposes of construction, modification, and enforcement of the
Final Order. .

2. In the Final Order, the Court found that uncontroverted evidence established that
Defendants violated Section 5(a) of the Federal Trade Commission Act, 15 U.8.C. § 45(z), and
Sections 310.3(a)(2)(iii) and 310.3(a)(4) of the Telemarketing Saies Rule (“TSR"), 16 C.F.R.
§§310.3(a)(2)(iii) and 310.3(a)(4).

3. Under Paragraph IV.A of the Final Order, the Court entered judgment for
equitable monctary relief against Defendants, jointly and severally, and in favor of the FTC in
the amount of 517,775,369’.00, to be paid within ten days of entry of the F{'nal Order. Paragraph
1V.C of the Final Order provides that, in the event Defendants fail to pay the Commission the
judgment amount, interest compuled at the rate prescrfbed under 28 U.S.C. § 1691, as amended,
shall immediately begin to accrue on the unpaid balance.

4. The Ninth Circuit Court of Appeals subsequently affirmed this Court's judgment
against Defendants and in favor of the Commission. F7C v Stefanchik, 559 F3d 924 (9th Cir.
2009). None of the parties filed a further appeal of that decision and the order is final.

5. Defendants have not paid any amount of the judgment to the Commission and,
consequently, owe the Commission, jointly and severally, ﬂ]ﬁ' entire judgment amount of
$17,775,369.00, plus the interest accrued, On or about May 7, 2007, the Commission filed a
judgment lien against the real property where John Stefanchik resided at the time of judgment:
9022 Narth Mercer Way, Mercer Island, Washingtuﬁ.

6. Warwiclc Properties LLC (“*Warwick™), among other things, liclds title to the real
property located at 9022 Narth Mercer Way, Mercer Island, Washington (the*Property™). On or
about Ociober 6, 2008, Warwick filed a petition for relief in the U.S. Banlauptey Court for the
Western District of Washington, under Chapter 11 of Title 11 of the U.S. Banlkrupicy Code.
Defendant John Stefanchik’s wife, Heidi Fogg, is the manager and owner of Warwick. To
pursue its judgment lien against the Property, the FTC filed a secured clain? in the Warwiclk

bankruptey case, and Wanwick stated that it intends to disputc the Commission’s claim,

FENERAL TRARE COMMISSION
15 Second Ave, §u, 2850

[205) 220-R150

Stipulated Supplement Final Qrder To Maodify Finnl Judgment & Order - Page 2 Suanle, Weahloglan 58174
' Exhibit A to Judgment and Crder
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7. In addition lo filing a secured claim, on December 11, 2009, the Comrmission
filed an adversary proceeding, naming Warwick, John Stefanchik and Heidi Fogg as defendantis

(the “Adversary Proceeding™). FTC v. Warwick Properiies LLC, et al., Adversary No, 09-01584

(Bankr. W.D. Wash.). In the Advcrsary Proceeding, the Commission made various claims

against John Stefanchilk, Heidi Fogg and Warwick, including a reverse veil-piercing claim
alleging that Warwick is a sham or the alter-ego of John Stefanchilk.

B. On or about May 10, 2010, the bankruptcy court confirmied Warwick’s Fourth
Amended Plan of Rearganization (the “*Plan™). Warwicic’s Plan provides for the sale of the
Property and for the distribution of the proceeds of the sale to its ereditors. Starting in June
2010, the markcting and sale of the Property will be conducted by one of the banks holding a
secured claim on the Property, or ifs agents.

9. The Defendants, Heidi Fogé, and Warwick, along with the FTC, have agreed to
resolve the claims in the Adversary Proceeding and a potential dispute over the proof of claim
the FTC filed in the Warwicl Bankruptcy Case, as reficcted in the attached stipulated orders
{Exhibits A and B),

). In addilion, Heidi Fogg and Warwick have agreed to be bound by the terms of
this Stipulated Supplemenial Order and stipulate and agree to cntry of this Stipulated
Supplemental Order to settle and resolve the Commission’s monetary claim against Defendants,

11.  Except as modified by this Stipulated Supplemental Order, the Final Order
entered on April 3, 2007, shall remain in full force and effect unless otherwise ordered by this
Court.

12, The partics agree that the effective date of this agreement is defined as the date on
which this Court’s order approving the Stipulated Supplemental Order becomes final and is not
subject to appeal. If this Stipulated Supplemental Order is not approved by this Court, then the
partics also agree that this Stipulated Supplemental Order will automatically terninate and be of

no further foree and effect,

13.  Entry of this Stipulated Supplemental Order is in the public intercst.

FRDERAL TILADE COMMISEION
913 Seennd Ave,, Su 2RSS

Stipulnied Supplement Final Order To Modily Final Judgment & Order - Poge 3 A o 3

Exhibit A to Judgment and Order
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14, The Defendants, Heidi Fogg, and Warwick fusther waive all rights to appeal or

otherwisc .challcnge or contest the validity of this Stipulated Supplemental Order.
DEFINITIONS

1. “Adversary Proceeding™ means the adversary proceeding the Commission filed
onchccmber 11,2009 in the Warwick Baunkruptey Case, naming Warwick, John Stefanchik, and
Heidi Fogg as defendants. FTCv. Warwick Properties LLC, et al., Adversary No. 09-01584
(Bankr. W.D. Wash.).

2. “Bankruptcy Court” means the U.S. Bankruptey Court for the Western District
of Washington, which presides over the Warwick Bgmkruptcy Case.

3. “Pefendants” means John Stefanchik, individually and as an officer and director
of Beringer Cmporaljnn,. and Bcringe:: Corporatian, formerly d.b.a, The Stefanchik Orpanization,
as well as iis successors énd assigns, whether acting directly or through any corporation,
subsidiary, division, or other device.

4. “Heidi Fogg” means Heidi Fogg and/or Heidi Stefanchik, by any name,
individually and as an officer anci manager of Warwick. A

5. *Monetary Judgment” rmeans the entire judgment amount of $17,775,369.00,
plus the intcrest from April 3, 2007 forward at the rate prescribed under 28 U.S.C. § 196), as
amended, that Defendants, jointly and severally, owe to the Commission under the Final Order.

6. “Property” means the real property described in the IKing County real property
records as “Lot 21, Sunnybank™ with a street address of 9022 North Mcrcer Way, Mercer Island,
Washington.

7. “Warwick” means Warwick Properties LI.C, as well as its successors and
assigns, whether acting directly or through any corporation, subsidiary, division, or other device.

8. *“Warwick Bankrupicy Case” means the Chapter 11 banlcruptey case filed by
Warwick Propertics, LLC, in the 118, Bankruptey Court for the Wester District of Washington,
Case No. 08-16620.

FEDEILAL TILADE CanMassion
4§ Second Ave, Su. 2596

Stipulnied Supplement Final Order To Modify Final Judgment & Order- Pnge 4 5”"’,'311‘;';’1’55352‘;2(?9”4
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ORDER
I. MONETARY JUDGMENT

IT IS HEREBY ORDERED that:

A Defendants, Fogg, and Warwick agree to partially satisfy the Monetary Judgment
in accordance with the terms and conditions in Subsections B through D of this Section. Upon
satisfaction of afl terms and conditions in Subsections B through D, the Monetary Judgment
shall be suspended against Defendants, but remains subject to reinstatement under Section 11

B. Within t.cn (10) days of the date of entry of this Order, Defendants and Heidi
Fogg, in accordance with the dircctions provided by the Conimission, shall pay to the
Commission, by wire transfer, certified check, or money order, nine undred thousand dollars
($900,000.00). In addition, Defendants and Heidi Fogg agrec to transfer to the Commission ali
of their (singular, collective and/or joint) legal and cquitable rights, title and/or interest(s) in the
funds deseribed in the attached Exhibit C. '

C. Within five (5) days from the date of the closing on the sale of the Property
pursuant to the Warwick Bankruptcy Case, John Stefanchik and Heidi Fogg shall fully cooperate
with James G. Murphy, Co, ("JGM™) to take"such steps as JGM may require to take fall
possession of the personal property described in the attached Exhibit D, and, to enter into an
agreement with JGM to dispose of said property. Until John Stefanchilk and Heidi Fogg
surrender possession of the personal property d-escn"bed in the attached Exhibit D to JGM, they
shall maintain and take no action to diminish the value of said property. As soon as is
reasonably possible afier taking possession of said personal property, JGM shall, in accordance
with the agreement between JGM, John Stefanchik, and Heidi Fogg, liquidate the personal
property. After all of said personal property has been liquidated, JGM shall account for the net
proceeds derived therefrom, and transfer alf such rt proceeds o the Commission in accordance
with instructons provided by the Commission.

D. The Defendants, Heidi Fogg, and Warwick shall have stipulated to, and the
Bankruptey Court shall have entered, an order in the Banlmptcy Case authorizing Warwick to

cnter into: a) this Stipulated Supplemental Order; b) the Claim Order (as defined below); and the

FEDERAL THARE COMMISSIUN
915 Sevonl Ave., Eu. 296
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Judgment and Order (a5 defined below), which order shall have become final and non-
appealable. In addition, thé Bankruptcy Court shali have entered orders: a) allowing the
Commission’s claip as a secured claim under 11 U.S.C. §§ 502 and 506 in the Warwick
Bankruptcy Case, and as reﬂecied in the attached order allowing claim (Exhibit A, the “Claim
Order*"); and b) resolving the partics claims in the Adversary Proceeding, as reflected in the
Judgment and Order (attached hereto as Exhibit B), both of which orders shall have become
ﬁhai and non-appealable.

E. | Defendants, Heidi Fogg, and Warwick, agree that they will not, whether acting
directly or through any corporati on, partnership, limited liability company, division, subsidiary,
trade name, or other entify or deviee, submit to any federal or state tax authority any tax return,
amended tax return, or other official document that takes & deduction for, or saak's a tax refund or
any other tax bencfit for, the payments that are to be made pursuant to Subsections LB and 1.C of
this Stipulated Supplemcntal Order.

F. To-ensure compliance witlt Subsection LE of this Stipolated Supplemental Order:
(i) Defendants, Heidi Fogg, and Warwick each shall deliver to the Commission copies of all of
their respective signed and completed federal and state income tax returns, and all amended
returns (if any), including all related forms, schedules, statements, and attachments, that they file
for each year in which payments are made pursuant to Subsections 1B and I.C of this Stipulated
Supplemental Order. The eforementioned deliveries shall be made to the Commission within ten
(10) days after each such return and amended retum (if any), is officially filed with the Internal
Revenue Scrvi;:e or a state tax autharity; and (ii) for cach year in which any part of the payments
described in Subsectons 1B and I.C of this Stipulated Supplemental Order are made, the
Defendants, Heidi Fogg, and Warwiclk cach shall, within thirty (30) days after their respective
final date for filing an amended federal tax return for that year, sign and submit [ﬁ the Internal
Revenue Service (“IRS”) IRS Form 4506, along with a payment to the IRS of th.c Form 4506
fee, directing the IRS to send lo The Regional Director, FTC Northwest Region, 915 Second
Avenue, Sujte 2896, Scattle, WA 08174 E:opies of their respective original tax return and all

amended tax returns (if any) that they filed with the IRS for that year.

FROERAL TRABE COMMISSION
%15 Serond Ave, Su. 0G4
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G. Al funds paid to the Commission pursuant to this Stipulated Supplemental Order
shall be deposited into a fund adininistered by the Commission or its designated agent to be used
for equitable relicf, including, but not limited to, consurner restitution and any attendant
expenses for the administration of any restitution fund. Defendants shall coaperate in
identifying and locating consumers entitled to restitution under this Stipulated Supplemental
Order. In the event Lhat direet restimition to consumers is wholly or partially impracticable or
funds remain after restitution is completed, the Commission may apply any remaining funds for

such other equitable relief (including consumer information remedics) as it determines 1o be

‘reasonably related to the Defendants’ practices alleged in the Complaint. Any funds not used for

such equitable relief shall be deposited to the Treasury as disgorgement.  Defendants, Heidi
Fogg, and Warwick shall be notified as to how the funds are disbursed bnt shall have no right to
challenge the Commission’s choice of remedies under this Scetion of this Stipulated

Supplemental Order.

H. In accordance with 31 U.S.C. § 7701, Defendants, Heidi Fogg, and Warwick are

_ hereby required, unless they have done so already, to furnish ta the Commission cach of their

taxpayer identifying numbers (social security numbers or employer identification numbers),
which shall be used for purposes of collecting and reporting on any delinquent amount arising
out of their relationship with the government;

L Defendants, Heidi Fogg, and Warwick relinquish z;ll dominion, control, and title
ta the funds paid to the fullest extett permitted by law. Defendants, Heidi Fogg, and Warwick
shall make no claim ta, or demand return of, the funds, directly or indirectly, through coumsel or
uﬂxerwise; and

J. . Decfendants and Heidi Fogg agree that the facts alleged in the Complaint filed in
this action shall be taken as truc without further proof in any banlruptcy éasc or subsequent eivil
litigation pursued by the Commniission to enforce its rights 1o any payment or moncyjué gment
pursuant to this Stipulated Supplemental Order, including, but not Timited to, a
nondischargeability complaint in any bankrupicy case. Defendants and Heidi Fogg further

stipulatc and agree that the facts alleged in the Complaint establish all elermenls necessary to

FIGEAL TRADE COMAISSION
915 Secnnd Avz, Sw 2586
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susiain an action pursuant to, and that this Stipulated Supplemental Order and the Final Order
shall have collateral estoppel effect for purposes of, Section 523(a)(2)(A) of the Bankrupicy
Code, 11 U.5.C. § 523(a){2)(A). Inaddition, Defendants and Heidi Fogg agree that if any of
them file a petition for relief or a petition for reliefis filed against them (jointly or separately)
under 11 U.S8.C. § 101, ef seg., and the payment to the Commission under Subsection B above is
subsequently recovered of avoided by the debtor, trustee, or a creditor, the Monetéy Judgment
shall not be suspended as described in Subscetion A above and the Commission will hold an
allowed, unsecured claim in the bankruptey case in the amount of ilie Monetary Judgment, plus
interest from April 3, 2007 at the rate prescribed under 28 U.S.C. § 1961, as amended,

II. RIGHT TO REQPEN

IT 15 FURTHER ORDERED that:

A. By agreeing to this Stipulated Supplemental Order, Defendants, Heidi Fogg, and
Warwick reaffirm and attest to the huthﬁ1h.1csé, accuracy, and completeness of the financial
siatements that ecach of them prepared and transmitted to the Commission, includin.g the
following: (1) complcted individual financial statement for John Stefanchik and Heidi Fogg
(executed on May 25, 2010);(2) completed Corporate Financial Statements for Beringer
Corporation (executed on May 21, 2010) and Warwick Propertics, LLC (cxecuted on June 25,
2010); (3) true and carrect copies of individual 2007 and 2008 tax returns for John Stefanchik
and Heidi Fogg, which were previously filed with fe Internal Revenue Service (“IRS™); (4) a
complete list of John Stefanchik’s and Heidi Fogg’s personal property, including firnishings,
jewelry, and art, which has a potential sale value of, or for which they paid, $2,500.00 or more
per itemn (lists provided by letters to the FTC dated June 14, 2010, and July 2, 2010, and by
electronic mail from Sims Weymuller to Nadine Samter, datéd Jupe 22, 2010); and (5)
Declaration of Joln Stefanchik (cxecuted on July __, 2010), and the Exhibits attached thereto
(hcreafter, collectively referred to as “Financial Statements™). The Commission’s agreement to
this Stipulated Supplemental Order is exjpressly premised upon the truthfidlness, accuracy, and

completeness of the Financial Statementis, which contain meterial information upon which the

FENIDHAL $IARE COMMISHION
Y15 Jeeond Ave, Su. IFU6
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Comumission relied in negotiating and agrecing to the term¢ of this Stipulated Supplemental
'Order;

B. Defendants, Heidi Fog;g, and Warwick certify that they have each individually
and joinfly disclosed all assets in which any of them holds any beneficial, remainder, or actual
interest, whether partial or wholc, including, but not limited to any jointly held assets.

C. If, upon motion Ey the FTC, this Court finds that any or all of Defendants, Heidi
Fogg or Warwick has failed to disclose any materia] asset, or misrepresented the value of any
agset, or made any other misrepresentation in, or omission from, ihe Financial Statements, then
as to Defendants, any suspension of the Monetary Judgment (in the amount of $17,775,369.00,
plus interest), less amounts aiready paid, shall be lifted, the Monelary Judgment shall become
immediately due, and interest compuntled pursuant to 28 U.8.C. § 1961, as amended, shall
coﬁﬁnue to accruc on the unpaid balance. Provided, however, that in all other respects, this
Stipulated Supplemental Order shall remain in full force and effect unless otherwise ordered by
this Court; and

D. Proceedings institnted under this Section are in addition lo, and not in leu of, any
other civil or eriminal remiedies as may be provided by law, including any other proceedings the
Commission may initiate to enforce this Stipulated Supplemental Order,

HI. ACKNOWLEDGMENT OF RECEIPT OF
STIPULATED SUPPLEMENTAL ORDER

IT IS FURTHER ORDERED that within five (3) business days of receipt of this
Stipulated Supplemental Order as entered by the Court, Defendants, Heidi Foge, and Warwiclk
must submit to the Commission a truthful swormn statement acknowledéing receipt of this
Stipulated Supplemental Order.

IV, CONTINUED JURISDICTION
iT IS FURTHER ORDERED that this Couort will retain jurisdiction of this matter for all
PUIPOSES.

SO ORDERED, ihis day of , 2010, at

FERIRAL THADE COMMISSION
935 Becond v, Gi 2805
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The Honorable Ricardo S. Martinez
Uniled States District Judge

NADINE 5. SAMTER, WSBA # 23881
Atorney for Plaintiff

Federal Trade Commission

915 Second Avenue, Suite 2806
Seattle, Washington 98174
(206) 220-6350

Fax: (206) 220-G366

Email: nsamterf@fic.zov

, NOHNST HIK, individually and as
ai ot Beringer Corparation

HEIDI FOGG
individually and as an officer, manager, ar
principal of Warwick, LLC

SIMS WEYM ER, WSBA # [insert]
Attorney fopd6hn Stefanchik, Beringer Corp.,
8z

and Heidi Fo

Johnson Flora, PLLC

2503 Sceond Avenue, Suite 500
Seattle, WA 58121

(206) 386-3566

Fax: (206) 682-0675

Email: www.johnsonflora.com

FENRRAL THADE COMMISSION
D15 Second Ave, 5w 2F96G
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The Hanarable Rieordo 8. Martingz
United States Distriet Judge

NADINE 8, SAMTER, WSRA % 2388]
Attoroey for PRintiiT

Federal Trade Commission

711 915 Second Avenue, Suite 2896
Senitle, Washinginn 98174

g || (206) 220-6350

Fax: (206) 220-6366

g || Email: psamtori@iftc.gov

K, mdividually and as
Boringer Corporation

dually and as an officer, mannger, or
prineipal of Warwick, LLC

Anomey fopfohn Stefanchik, Boringer Corp.,
a0l and Heidi Fagg

21 [ Johnson Florn, PLLC
. 2505 Second Avenue, Suite 500
9 || Senttle, WA BRI2]
(206) 3R6-5566
7 I Fax; (200) 682-0675

Email: www.iohnsonflors.eom

FIRUUAAL TRADR COMMISAION
914 Braand Aye, Jl TA7E
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CERTIFICATE OF SERVICE'

I hereby certify that on

, 2010, 1 served the foregoing STIPULATED

SIMS WEYMULLER, WSBA # [insert]
Johnson Flora, PLLC

2505 Second Avenue, Suite 500

Scaitle, WA 98121

(206) 386-5566

Fax: (206) 682-0673

Email: www.iohnsonflora.com

and Heidi Fogg,

(Gordon Tilden Thomas & Coyrdell, LLP
1001 Fourtls Avenue, Suile 400

Seattle, WA 98154-1007,

(206) 467-6477

SUPPLEMENTAL FINAL ORDER TO MODIFY FINAL JUDGMENT AND ORDER
PURSUANT TO FED. R. C1V. P. 60(b), and the Exhibits attached thereio, by electronic mail

and by first-class United States mail to the following:

Attorney for John Stefanchik, Beringer Comp.,

MICHAEL ROSENBERGER_, WSBA # [insert]

Fax: (206) 467-6292
Email: mrosenberger@gordontilden.com
Dated: .2010
s/Nadine Samier
Nadine Samter
FEDRRAL TRADE COMMISSIDN
qls&mr}dn‘\:..ﬁn.!ﬂ!iﬁ
Stipulated Supplement Final Order To Modify Final Judgment & Order - Page 11 B i W74

hibit A ta Judgment and Order
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{ithe FTC Act, 15 U.8.C. § 45(a), which prohibits unfair or deceptive acts or practices in or

The Honorable Marc L. Barreca

Chapter 11
UNITED STATES BANKRUPTCY COURT
FOR THE WESTERN DISTRICT OF WASHINGTON
In Re:
Warwick Properties LLC, ‘ Case No. 08-16620

Debtor-in-possession. ORDER ALLOWING SECURED
CLAIM OF FEDERAL TRADE
COMMISSION

Plaintiff Federal Trade Commission (“FTC” or “the Commission™), and debtor Warwick
Properties LLC (“Warwiclk™), by and through their attorneys, have agreed to entry of this Order
allowing the secured claim of the FTC (the “Order™) in this case.

_ JURISDICTION AND VENUE

1. This Court has subject matter jurisdiction pursuant to 28 U.S.C. §§ 157 and 1334.
This Adversary Proceeding is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A).

2. ‘Lfgnue in the Western District 6f Washington is proper under 28 U.S.C. § .1409(a).

THE PARTIES

3. The FTC is an independent agency of the United States government created by

statute. 15 U.8.C. §§ 41-58. The FTC is charged, inter alia, with enforcement of Section 5 (g) of

affecting commerce. The Commission also enforces the Telemarketing Sales Rule, 16 C.F.R.

Part 310, as amended, which prohibits deceptive or abusive telemarketing acts or practices.

Judgment and Order- Page 1 FEDERAL TRADE COMMISSION
e S - c : 600 Pennsylvonia Ave., NW, Suile N1-2122
Washington, D.C. 20580
(202) 326-3304

- Exhibit A to Judgment and Order
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4. The Commission is authorized to initiate federal district court proceedings to

enjoin violations of the FTC Act and the Telemarketing Sales Rule, and to secure such equitable

relief as may be appropriate in each cas‘e, ineluding restitution for injured consumers. 15 U.S.C.
§§ 53(b), 57b, 6102(c), and 6105(b).

5. The FTC is a creditor with a secured claim aga:inst the Debtoras aresult of a
Judgment the Commission obtained against Stefanchik, and others, in the United States District
Court for the Western District of Washington in the case Federal Trade Commission v. '
Stefanchik., et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.) (the “Stefanchik Case™).

&. Warwick Properties LLC is a chapter 11 Debtor in this case.

7. Heidi Fogg is the manager of the Debtor and the spouse of Stefanchik. Fogg
Em:reutly resides at: 9022 North Mercer Way, Mercer Island, Washington 98040.

B. - John Stefanchik is the spouse of Fogg and a defendant in the Stefanchik Case.
Stefanchik currently resides at: 9022 North Mercer Way, Mercer Island, Washingion 98040.

| | FINDINGS |

9. On August 24, 2004, the Commission filed a complaint in the United States
District Cowrt for the Western District of Washington (the “District Court™) against Stefanchik, a
corporation he arganized, Beringer Corporation {“Beringer™), and several other defendants. |
Federal Trade Comm’n v. Stefanchik, et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.). - All
defendants except Stefanchik and Beringer entered into stipulated judgments to resolve the
FTC’s claims against them.

1. On April 3, 2007, the FTC obiained a judgment against Stefanchik and Beringef
in the amount of $17,775,369. Stefanchik and Beringer subsequently appealed the District
Court’s ruling,.

11.  The Ninth Circuit Court of Appeals affirmed the District Court’s judgment against
Defendants. FTC v Stefanchik, 559 F.3d 524 (9th Cir. 2009). None of the parties filed a further

Judgment and Order- Page 2 : FEDERAL TRADE COMMISSION
' 600 Penmsylyanio Ave,, NV, Sulie NJ-21312
Washington, D.C. 20580
© (202)326-3304

. - ' ) . ExhibitA'to Judg.;.mentand Orde
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appeal of that decision and the order is final. The full amount of the judgment awarded to the
Commission, $17.775.379 plus interest, remains.owstagding as of Ty, 2010.._. ...

o s by B W
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12, OnMay?7, 2007, while the appeal was pending, and shortly after the District
Court’s-ruling, the Commission filed a judgment lien on the home where Stefanchik resided at
the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the “Mercer
Island Property™). The Mercer Island Property is currently titled in the name of Warwick.
Accordingly, the Commission filed a secured claim in Warwick’s bankruptey case. In addition,
the Commission filed an adversary proceeding apainst Warwick, Stefanchik and Heidi Fogg
(collectively, “Defendants™) in December 2009 and asserted various claims against them,
including a reverse veil-piercing claim in which the Comrnission alleged that Warwick is a sham
or the alter-ego of John Stefanchik. ‘

13.  Onor about May 10, 2010, this Court confirmed Warwicl’s Fourth Amended
Plan of Reorpanization (the “Plan™). Warwick’s Plan provides for the sale of the Property and
for the distribution of the proceeds of the sale to its creditors.

14. As part of the resohition of all claims among the Defendants and the FTC, the .
parties have agreed to consensually resolve the claims the Commiission asserted in the adversary
proceeding. In addition, the parties have agreed to resolve all claims related to the Commission’s‘
proof of cI?iim filed in this case, as reflected in this Order.

15, This Order represents a fair and equitable cofnpromise of the claims at issue in
this case, and it is a critical part of the parties® overall resolution of claims among the
Commission and Defendants in the Stefanchilk Case. See Exhibit A. (Stipulated Supplemental
Order). _ '

16.  The Defendants further waive all rights to appeal or otherwise challenge or
contest the validity of this Order. If, however, an appeal of this Order is filed by an interested
party, Defendants agree to fully cooperate and assist the FTC in defending against such an appeal

and/or in prosecuting any claims that may arise as a result of such an appeal. Defendants waive

Judgment and Order- Page 3 FEDERAL TRADE COMMISSION
. 600 Peansylvania Ave., NW, Suile NJ-2122
Washingtan, D.C. 20580
) (201) 326.3304
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any rights to attorneys’ fees that might otherwise arise in the course of defending this Order cn

appeal.

DEFINITIONS

1. “Defendants” means John Stefanchik, individually and as an officer and dizector
of Beringer Corporation, formerly d.b.a. The Stefanchik Organization, as well as its successors
and assigns, whether acting directly or through any corporation, subsidiary, division, or other
device. '

2. “Foge” means defendant Heidi Fogg and/or Heidi Stefanchik, by any name,
individually and as an officer and manager of Warwick.

3. “Monetary Judgment” means the entire judgment amount of $17,775,369.00,
plus the interest from April 3, 2007 forward at the rate prescribed under 28 U.S.C. § 1961, as
amended, that Defendants, jointly and ssverally, owe to the Commission in Federal Trade
Commission v. Stefanchik., et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.)-

4, “Property” means the real property described in the King County real property

Washington.

5. “Stefanchil” means defendant John Stefanchik.

6. “Stefanchik Case” means the enforcement action the Commission filed against
Stefanchik, and others, in the United States District Court for the Western District of
Washington: Federal Trade Commission v, Stefanchik., et al., Case No. 2:04-cv-01852-RSM
(W.D. Wash.).

7. “Warwick” means Warwick Properties LLC, as well as its SUCCESSOTS and

assigns, whether acting directly or through any corporation, subsidiary, division, or other device.

Judgment ard Order- Page 4 FEDERAL TRADE COMMISSION

600 Pennsylvanin Ave., NW, Suite NJ-21232
Washington, D.C. 20580
{(203) 326-3304

records as “Lot 21, Sunnybank™, whose street address is 9022 North Mercer Way, Mercer Island, |
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ORDER
A.  Warwick stipulates to the Commission’s claim as a secured claim under 11 U.S.C.
§§ 502 & 506 in this case in the amount of Seventeen Million, Seven Hundred and Seventy-Five
Thousand, Three Hundred and Sixty-Nine Dollars ($17,775,369.00), plus interest, but less any
amount paid to the Cuxpmission in the Stefanchik Case (the “Claim™). Accordingly, by entry of
this Order, the Court allows the Commission’s Claim ss a secured claim unc_ler 11 US.C. §§ 502
& 506 in this case. _
B. In addi;ion, the FTC’s Claim in this case, which was classified as a Class Seven
Claim under Warmck;s Fourth Amended Plan of Reorganization, will be paid after payment of
Classes One through %&/F;S %gl;;g?o E?gxtent Class One claims are allowed claims which
have been approved by the Bankruptey Cowrt. Fogg and Warwick further agree that any Class
One claim that Fogg may or will submit to this Court for approval will not exceed $1,000. In
addition, Stefaﬁchﬂc agrees not to file any clairas in this case on behalf of himself, Fogg or any
other entities managed, directed or controlled by either or bc;th of them.

C. If: a)the Property is sold to a person or entity other than one in which any or all
of the Defendants, Fogg, Warwick, and/or any successors, heirs, assigns or entities related to or
controlled by any or all of the Defendants, Fogg and/or Warwick retain an interest, and sufficient .
proceeds from the sale exist to pay the Commission’s Claim {(in part or in full) under the
Warwick Fourth Amended Plan of Reorganization; and b} the Defendants, Fogg and Warwick
otherwise satisfy the terms of this Stipulated Supplemental Order, then the Commission will
release 1its lien onrthe Property. If, however, the purchaser of the Property (in. whole or in part) is

a person or entity in which any or all of the Defendants, Fogg, Warwick, and/or any successors,

heirs, assigns or entities related to or controlled by any or all of the Defendants, Fogg and/or

Warwick retain an interest, the Commission will retain iis lien on the Property until the Monetary
Judgment is satisfied.
Judgment and Order- Page 5 - FEDERAL TRADE COMMISSION
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. BUIPOses,

Dated: Tuly _ , 2010

Judgment and Order- Page 6

IT IS FURTHER ORDERED that this Court will retain jurisdiction of this matter for all

Respectfully submitted by:
FEDERAL TRADE COMMISSION

/s/ Ximberly L. Nelson
Michae] P. Mora, TIl. Bar No. 6199875
Kimberly L. Nelson, VA Bar No. 47224
Federal Trade Commissicn
600 Pennosylvania Ave., NW, Mail Stop M-8102B
Washington, D.C. 20580
Telephone: (202) 326-3304
Facsimile: (202) 326-2558
Mmora@fte.gov
Knelson@ftc.gov

Nadine S. Samter, WSBA No. 23881 -
Federal Trade Commission

915 Second Avenue, Sujte 2896
Seattle, Washington 98174
Telephone: (206) 220-6350

Facsimile: (206) 220-6366
Nsamier@ftc.gov

falaiy iR sq

{,a fhice J o I effrey B, Wells
ogan Building

500 Union Sireet

Seatile, Washington 98101

Telephone: (206) 624-0088

Facsimile: (206} 624-0086

Ibwellaw(@aal.com

Cournsel jor Defendants, Warwick Praperiies,
Heidi Fogg and John Stefanchik

FEDERAL TRADE COMMISSION
600 Pennsylvania Ave,, NW, Suite MJ-2122
- Washinzlon, D,C. 2058(
202) 32_6-33[14
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The Honorable Mare L. Barreca

Chapter 11
. UNITED STATES BANKRUPTCY COURT
FOR THE WESTERMN DISTRICT OF WASHINGTON
InRe:
Warwick Properties LLC, Case No. 08-16620
Debtor-in—possessidn.
Federal Trade Commission, ' Adversary Proceeding No. 09-01584-TTG
Plaintiff,
JUDGMENT AND ORDER
V.
Warwick Properties LLC,
Heidi Fogg, and John Stefanchik,
Defendants.

Plaintiff Federal Trade Commission (*FTC" or “the Commission”), and defendants
Warwick Properties LLC, Heidi Fogg and John Stefanchik (collectively “Defendants™), by and
through their attorneys, have agreed to entry of this Judgment and Order By this Court in order to
resolve the FTC’s claims against the Defendants. :

JURISDICTION AND VENUE

1. This Court has subject matter jurisdiction pursuant to 28 U.S.C. §§ 157 and 1334.
This Adversary Proceed‘ing is a core praceeding pursuant to 28 U.S.C. § 157(b)(2)(A).

2. Venue in the Western District of Washington is proper under 28 U.S.C. § 1409(a).

Judgment and Order- Page 1 - FEDERAL TRADE COMMISSION
o . "800 Pennsylvania Ave., MW, Suite NJ-2122
Washinglan, D.C. 20380
{202) 326-3304
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1 3. This Adversary Proceeding relates to fiz re Warwick Properties LLC, Chapter 11
Case No. 08-16620 (Bankr. W.D. Wash.), now pending in this Court (the "Banlaruptcy Case™)..

%]

3 || The FTC is a creditor with a secured claim against the Debtor as a result of a judgment the

4 || Commission obtained against Stefanchilc, and others, in the United States Disirict Court for the

5 {| Western District of Washington in the case Federal Trade Commission v. Stefanchik., et al., Case .
6 No_. 2:04-cv-01852-RSM (W.D. Wash.) (the “Stefanchik Case™).

7 THE PARTIES

8 4, . TheFTCisan independent agéncy of the United States government created by

0 jstatute. 15 U.S.C. §§ 41-58. The FTC is charged, inter alia, with enforcement of Section 5(a) of
10 || the FTC Act, 15 U.S.C. § 45(a), which prohibits unfair or deceptive acts or practices in or

11 jjaffecting commerce. The Commission also enforces the Telemarketing Sales Rule, 16 C.F.R.

12 || Part 310, as'amended, which prohibits deceptive or abusive telemarketing acts or practices.

13 5. The Commission is authorized to initiate federal district court proceedings to

14 [lenjoin violations of the FTC Act and the Telemarketing Sales Rule, and to secure such equitable
15 |{relief as may be appropriate in each case, including restitution for injured consumers. 15 U.S;C.
16 || §§ 53(b), 57b, 6102(c), and 6105(b).

17 6. . Warwick Properties LLC is a chapter 11 Debtor in the Bankruptcy Case.
-18 7. Heid;i Fogp is the manager of the Debtor and the spouse of Stefanchile, Fogg

19 || currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040.

20 8. John Stefanchik is the spouse of Fogg and a defendant in the Stefanchik Case.

21 |i Stefanchik currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040.

22 FINDINGS

23 -9 On August 24, 2004, the Commission filed a complaint in the United States

24 | District Court for the Westém District of Washington (the “District Court”) against Stefanchik, a
ﬁS corporation he organized, Beringer Corporation (“Beringer™), and several other defendants.

26 Y Federal Trade Comm’n v. Stefanchik, et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.). All

27 .
Judgment and Order- Page 2 FEDERAL TRADE COMMISSION
28 600 Pennsylvenia Ave., MW, Suite MI-2122
Washington, D.C. 20580
(202) 326-3304

' Exhibit A to Judgment and Order
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FTC’s claims against them.

defendants except Stefanchik and Beringer entered into stipulated judgments to resolve the

10.  On April 3, 2007, the FTC obtained a judgment against Stefanchilc and Beringer,
jointly and severally, in the amount of $17,775,369. Stefanchik and Beringer subsequently
appealed the District Cowrt’s mling.

11. In March 2009, the U.S. Court of Ap'peals fof the Ninth Circuit affirmed the
Commission’s _iﬁclgmeut against Stefanchik and Beringer as to both liahility and monetary relief.
See Federal T ra.a‘e Comm 'n v. Stefanchik, 559 F.3d 924 (9th Cir. 2009). .

12, The full amount of the judgment awarded to the Commission, $17,775,379 plus
interest (the “Judgment™), remains outstanding as of July __, 2010.

13.  OnMay 7, 2007, while the appeal was pending, and shortly afier the District
Court’s ruling, the COI];lijSiOE filed a judgment lien on the home where Stefanchik resided at
the time of the judgment: 9022 Noﬂ Mercer Way, Mercer Island, Washington (the “Mercer
Island Property™).

14. T_]I-IB Mercer Island Property is currently titled in the name of Warwick,
Accordingly, the Commission filed a secured claim in Warwick’s Bankrupicy Case.

15.  Inaddition, the Commission asserted varions claims against Defendants in this
adversary proceeding, including a reverse veil-piercing claim in. which the Commission alleged
that Warwick is a sham or the alter-ego of John Stefanchik and/or Heidi Fogg.

. 16, The parties to the adversary proceeding have agreed to consensually tesolve the
FTC’s claims in this case. Further, the parties have agreed to resolve all claims related to the
Commission’s proof of claim filed in the Bankruptcy Case,

17.  This Judgment and Order represents a fair and equitable compromise of the claims
at issue in this adversary proceeding, and it is a critical part of the parties® resolution of claims
among the Commission and Defendants in the Stefanchik Case, See Exhibit A (Stipulated
Supplemental Order). '

Judpgment and Order- Page 3 FEDERAL TRADE COMMISSION
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1 18.  The Defendants firther waive all rights to appeal or otherwise chailenge or

o

party, Defendants agree to fully cooperate and assist the FTC in defending against such an appeal

S W

and/or in prosecuting any claims that may arise as a result of such an appeal. Defendants waive

Lh

any rights to attorneys’ fees that might otherwise arise in the course of defending this Ordér on
appeal.
ORDER
IT IS HEREBY ORDERED that:

v~

A The debtor, Warwick, has authority to enter into and execute this T ucfgrnent and '
10 | Order under 11 U.S.C. § 1107 and Bankruptcy Rule 9019; and

11 B. Judgment is entered in favor of the Commission and against Defendants.

12 {{ Accordin ély, defendant Warwick is liable, jointly and severally, along with defendant Stefanchik
13 |jon the Judgment awarded in favor of the Commission in the Stefanchik Case, plus interest from

14 | April 3, 2007 at the rate prescribed under 28 U.S.C. § 1961, as amended.

15 IT IS FURTHER ORDERED that this Court will retain jurisdiction of this matter for all
16 |[ purposes.
17 || Dated: July __, 2010 . Respectfully submitted by:
l FEDERAL TRADE COMMISSION
18
19 /s/ Kimberly L. Nelson
Michael P. Mora, Ill. Bar No. 6195873
20 Kimberly L. Nelson, VA. Bar No. 47224
‘Pederal Trade Commission
21 600 Pennsylvania Ave., NW, Mail Stop M-8102B
Washington, D.C. 20580
22 ' Telephone: (202) 326-3304
Facsimile: (202) 326-2558
23 Mmora@fic.gov
: Knelson@ftc.gov
24
250 Nadine S. Samter, WSBA No. 23881
Federal Trade Commission
26 _ 915 Second Avenue, Suite 2896
27 )
Judgment and Order- Page 4 FEDERAL TRADE COMMISSION
28 ) 600 Pennsylvania Ave., NW, Suite NI-2122

Washington, D.C, 20580
(202) 326-3304
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1 " Seattle, Washingfon 98174
Telephone: (206) 220-6350
2 Facsimile: (206) 220-6_166 .
—— IR | - - e e aaa NSEmter@ﬁchV e mseme e e oar R ]
3
Counsel fop aumﬁ‘ Federal Trade Commrs.s*zan
4 : 7
5
6 Fige q.
' Avfficel/of ] ef&ay B. Wells
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EXHIBIT C

All funds, assets, or other items of valne that John Stefanchik, Heidi Fogg,
or any corporation or entity that either controls now, or may at any date in the
future, receive or have any right to receive as a result of transactions described in
Exhibit C to the sworn Financial Statement signed by John Stefanchik and Heidi
Fogg on May 25, 2010, and submitted to the Federal Trade Commission. The
transactions described in Exhibit C to that sworn Fimancial Statement relate to
transfers of funds from corporations controlled by John Stefanchik, including, but
not limited to, North American Verification, Inc., Beringer Corporation, F/S Trust,
and Jordan, LLC, to corporations and individuals, including, but not limited to,
Paragon Dynamics, Inc., Silver Oak Services, James Fontano, and Jay Swob.
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EXHIBIT D
List of Personal Property to be Sold at Auction

Ttem Est. Resale Vahie
Square Table with 4 Stools $1000.00
Chaise Longue $1066.67
Area Rug (Living Room) $1000.00
Area Rug (Dining Room) $3166.67
Area Rug (Bedroom) $3166.67
Pool/Billliards Table $1500.00
Adam Shaw painting (54"x 50"} $6000.00
Adam Shaw painting (64" x 70") $9000.00
Calder Print : $6000.00
;ICVVELI]Z

Mikimoto Pear]l Necklace (18" strand)

Tahitian Peas] BEarrings

Cabochon Ruby Ring

Perionite Ring

Pearl and gold necklace

gold tennis bracelet

two Raymond Weil watches
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