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1 The Honorable Ricardo S. Martinez 

2 

3 

4 

5 

6 

7 
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16 

UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF WASHINGTON 

AT SEATTLE 

FEDERAL TRADE COMMISSION, 

Plaintiff, 

v. 

JOHN STEF ANCHlK, individually and as an 
officer and director of Beringer Corporation, et 
ai., 

Defendants. 

Case No. CV04-1852RSM 

STIPULATED SUPPLEMENTAL 
FINAL ORDER TO MODIFY FINAL 
JUDGMENT AND ORDER 
PURSUANT TO FED. R. elY. P. 60(b) 

17 Plaintiff, the Federal Trade Commission ("Commission" or "FTC"), pursuant to Federal 

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

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

20 to ModifY Final Judgment and Order Pursuant to Fed. R. Civ. P. 60(b) ("Stipulated Supplemental 

21 Order") for approval by this Court in order to resolve the FTC's monetary claims against the 

22 Defendants arising from the Final Judgment and Order entered against Defendants on April 3, 

23 2007. 

24 Being fully advised in the premises and acting upon stipulation of the parties to enter this 

25 Stipulated Supplemental Order, the Court finds and orders: 

26 FINDINGS 

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

28 Other Equitable Relief ("Final Order") against Defendants on April 3, 2007. This Court has 
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1 jurisdiction under Paragraph X of the Final Order, which provides that the Court retains 

2 jurisdiction of this matter for purposes of construction, modification, and enforcement ofthe 

3 Final Order. 

4 2. In the Final Order, the Court found that uncontroverted evidence established that 

5 Defendants violated Section 5(a) of the Federal Trade Commission Act, 15 U.S.C. § 45(a), and 

6 Sections 310.3(a)(2)(iii) and 31O.3(a)(4) of the Telemarketing Sales Rule ("TSR"), 16 C.F.R. 

7 §§310.3(a)(2)(iii) and 310.3(a)(4). 

8 3. Under Paragraph IV.A of the Final Order, the Court entered judgment for 

9 equitable monetary relief against Defendants, jointly and severally, and in favor of the FTC in 

10 the amount of$17,775,369.00, to be paid within ten days of entry of the Final Order. Paragraph 

11 IV.C of the Final Order provides that, in the event Defendants fail to pay the Commission the 

12 judgment amount, interest computed at the rate prescribed under 28 U.S.C. § 1691, as amended, 

13 shall immediately begin to accrue on the unpaid balance. 

14 4. The Ninth Circuit Court of Appeals subsequently affirmed this Court's judgment 

15 against Defendants and in favor of the Commission. FTC v. Stefanchik, 559 F.3d 924 (9th Cir. 

16 2009). None of the parties filed a further appeal of that decision and the order is [mal. 

17 5. Defendants have not paid any amount of the judgment to the Commission and, 

18 consequently, owe the Commission, jointly and severally, the entire judgment amount of 

19 $17,775,369.00, plus the interest accrued. On or about May 7, 2007, the Commission filed a 

20 judgment lien against the real property where John Stefanchik resided at the time of judgment: 

21 9022 North Mercer Way, Mercer Island, Washington. 

22 6. Warwick Properties LLC ("Warwick"), among other things, holds title to the real 

23 property located at 9022 North Mercer Way, Mercer Island, Washington (the "Property"). On or 

24 about October 6, 2008, Warwick filed a petition for relief in the U.S. Bankruptcy Court for the 

25 Western District of Washington, under Chapter 11 of Title 11 of the U.S. Bankruptcy Code. 

26 Defendant John Stefanchik's wife, Heidi Fogg, is tlle manager of Warwick. To pursue its 

27 judgment lien against the Property, the FTC filed a secured claim in the Warwick bankruptcy 

28 case, and Warwick stated that it intends to dispute tlle Commission's claim. 
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I 7. In addition to filing a secured claim, on December II, 2009, the Commission 

2 filed an adversary proceeding, naming Warwick, John Stefanchik and Heidi Fogg as defendants 

3 (the "Adversary Proceeding"). FTC v. Warwick Properties LLe, et oZ., Adversary No. 09-01584 

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

5 against John Stefanchik, Heidi Fogg and Warwick, including a reverse veil-piercing claim 

6 alleging that Warwick is a sham or the alter ego of John Stefanchik. 

7 8. On or about May 10,2010, the bankruptcy court confrrmed Warwick's Fourth 

8 Amended Plan of Reorganization (the "Plan"). Warwick's Plan provides for the sale of the 

9 Property and for the distribution of the proceeds of the sale to its creditors. Starting in June 

10 2010, the marketing and sale of the Property will be conducted by one of the banks holding a 

11 secured claim on the Property. 

12 9. The Defendants, Heidi Fogg, and Warwick, along with the FTC, have agreed to 

13 resolve the claims in the Adversary Proceeding and a potential dispute over the proof of claim 

14 the FTC filed in the Warwick Bankruptcy Case, as reflected in the attached stipulated orders 

15 (Exhibits A and B). 

16 10. In addition, Heidi Fogg and Warwick have agreed to be bound by the terms of 

17 this Stipulated Supplemental Order and stipulate and agree to entry of this Stipulated 

18 Supplemental Order to settle and resolve the Commission's monetary claim against Defendants. 

19 

20 

21 

22 

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 

23 which this Court's order approving the Stipulated Supplemental Order becomes final and is not 

24 subject to appeal. If this Stipulated Supplemental Order is not approved by this Court, then the 

25 parties also agree that this Stipulated Supplemental Order will automatically terminate and be of 

26 no further force and effect. 

27 

28 

13. Entry of this Stipulated Supplemental Order is in the public interest. 
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14. The Defendants, Heidi Fogg, and Warwick further waive aU 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 

5 on December 11,2009 in the Warwick Bankruptcy Case, naming Warwick, John Stefanchik, and 

6 Heidi Fogg as defendants. FTC v. Warwick Properties LLC, et al., Adversary No. 09-01584 

7 (Bankr. W.D. Wash.). 

8 2. "Banlrruptcy Court" means the U.S. Bankruptcy Court for the Western District 

9 of Washington, which presides over the Warwick Bankruptcy Case. 

10 3. "Defendants" means John Stefanchik, individually and as an officer and director 

II of Beringer Corporation, and Beringer Corporation, formerly d.b.a. The Stefanchik Organization, 

12 as weU as its successors and assigns, whether 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, 

IS individually and as an officer and manager of Warwick. 

16 5. "Monetary Judgment" means the entire judgment amount of $17,775,369.00, 

17 plus the interest from April 3, 2007 forward at the rate prescribed under 28 U.S.C. § 1961, as 

18 amended, that Defendants, jointly and severaUy, owe to the Commission under the Final Order. 

19 6. "Property" means the real property described in the King County real property 

20 records as "Lot 21, Sunnybank" with a street address of9022 North Mercer Way, Mercer Island, 

21 Washington. 

22 7. "Warwick" means Warwick Properties LLC, as well as its successors and 

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

24 

25 

26 

27 

28 

8. "Warwick Bankrnptcy Case" means the Chapter II bankruptcy case filed by 

Warwick Properties, LLC, in the U.S. Bankruptcy Court for the Western District of Washington, 

Case No. 08-16620. 
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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 

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

6 satisfaction of all terms and conditions in Subsections B through D, the Monetary Judgment 

7 shall be suspended against Defendants, but remains subject to reinstatement under Section II. 

8 

9 

10 

11 

12 

13 

14 

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 

15 pursuant to the Warwick Bankruptcy Case, John Stefanchik and Heidi Fogg shall fully cooperate 

16 with James G. Murphy Co. ("JGM") to take such steps as JGM may require to take full 

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

18 agreement with JGM to dispose of said property. Until John Stefanchik and Heidi Fogg 

19 surrender possession of the personal property described in the attached Exhibit D to JGM, they 

20 shall maintain and take no action to diminish the value of said property. As soon as is 

21 reasonably possible after taking possession of said personal property, JGM shall, in accordance 

22 with the agreement between JGM, John Stefanchik, and Heidi Fogg, liquidate the personal 

23 property. After all of said personal property has been liquidated, JGM shall account for the net 

24 proceeds derived therefrom, and transfer all such net proceeds to the Commission in accordance 

25 with instructions provided by the Commission. 

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

27 Bankruptcy Court shall have entered, an order in the Bankruptcy Case authorizing Warwick to 

28 enter into: a) this Stipulated Supplemental Order; b) the Claim Order (as defined below); and, the 
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I Judgment and Order (as defined below), which order shall have become final and non-

2 appealable. In addition, the Bankruptcy Court shall have entered orders: a) allowing the 

3 Commission's claim as a secured claim under 11 U.S.C. §§ 502 and 506 in the Warwick 

4 Bankruptcy Case, and as reflected in the attached order allowing claim (Exhibit A, the "Claim 

5 Order"); and b) resolving the parties' claims in the Adversary Proceeding, as reflected in the 

6 Judgment and Order (attached hereto as Exhibit B), both of which orders shall have become 

7 final and non-appealable. 

8 E. Defendants, Heidi Fogg, and Warwick agree that they will not, whether acting 

9 directly or through any corporation, partnership, limited liability company, division, subsidiary, 

10 trade name, or other entity or device, submit to any federal or state tax authority any tax return, 

II amended tax return, or other official document that takes a deduction for, or seeks a tax refund or 

12 any other tax benefit for, the payments that are to be made pursuant to Subsections I.B and I.C of 

13 this Stipulated Supplemental Order. 

14 F. To ensure compliance with Subsection I.E of this Stipulated Supplemental Order: 

15 (i) Defendants, Heidi Fogg, and Warwick each shall deliver to the Commission copies of all of 

16 their respective signed and completed federal and state income tax returns, and all amended 

17 returns (if any), including all related forms, schedules, statements, and attachments, that they file 

18 for each year in which payments are made pursuant to Subsections I.B and I.C ofthis Stipulated 

19 Supplemental Order. The aforementioned deliveries shall be made to the Commission within ten 

20 (l0) days after each such return and amended return (if any), is officially filed with the Internal 

21 Revenue Service or a state tax authority; and (ii) for each year in which any part of the payments 

22 described in Subsections I.B and I.C of this Stipulated Supplemental Order are made, the 

23 Defendants, Heidi Fogg, and Warwick each shall, within thirty (30) days after their respective 

24 final date for filing an amended federal tax return for that year, sign and submit to the Internal 

25 Revenue Service ("IRS") IRS Form 4506, along with a payment to the IRS of the Form 4506 fee, 

26 directing the IRS to send to the Regional Director, FTC Northwest Region, 915 Second Avenue, 

27 Suite 2896, Seattle, WA 98174 copies of their respective original tax return and all amended tax 

28 returns (if any) that they filed with the IRS for that year. 
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1 G. All money paid to the Commission pursuant to this Order shall be deposited into a 

2 fund administered by the Commission or its representatives to be used for equitable relief, 

3 including consumer redress and any attendant expenses for the administration of any redress 

4 fund. If direct redress to consumers is wholly or partially impracticable or money remains after 

5 redress is completed, the Commission may apply any remaining money for such other equitable 

6 relief (including consumer information remedies) as it determines to be reasonably related to 

7 Defendants' practices alleged in the Complaint. Any monies not used for such equitable relief 

8 shall be deposited to the U.S. Treasury as disgorgement. Defendants, Heidi Fogg, and Warwick 

9 shall have no right to challenge any actions the Commission or its representatives may take 

10 pursuant to this Section. 

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

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

13 taxpayer identifYing numbers (social security numbers or employer identification numbers), 

14 which shall be used for purposes of collecting and reporting on any delinquent amount arising 

15 out of their relationship with the government; 

16 1. Defendants, Heidi Fogg, and Warwick relinquish all dominion, control, and title 

17 to the funds paid to the fullest extent permitted by law. Defendants, Heidi Fogg, and Warwick 

18 shall make no claim to, or demand return of, the funds, directly or indirectly, through counselor 

19 otherwise; and 

20 J. Defendants and Heidi Fogg agree that the facts alleged in the Complaint filed in 

21 this action shall be taken as true without further proof in any bankruptcy case or subsequent civil 

22 litigation pursued by the Commission to enforce its rights to any payment or money judgment 

23 pursuant to this Stipulated Supplemental Order, including, but not limited to, a 

24 nondischargeability complaint in any bankruptcy case. Defendants and Heidi Fogg further 

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

26 sustain an action pursuant to, and that this Stipulated Supplemental Order and the Final Order 

27 shall have collateral estoppel effect for purposes of, Section 523(a)(2)(A) of the Bankruptcy 

28 Code, 11 U.S.C. § 523(a)(2)(A). In addition, Defendants and Heidi Fogg agree that if any of 
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them file a petition for relief or a petition for relief is filed against them (jointly or separately) 

under II 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 prescribed under 28 U.S.C. § 1961, as amended. 

n. RIGHT TO REOPEN 

IT IS FURTHER ORDERED that: 

A. By agreeing to this Stipulated Supplemental Order, Defendants, Heidi Fogg, and 

Warwick reaff= 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: (I) 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, 20 I 0); and (5) 

Declaration of John Stefanchik executed July 19,2010, and the Exhibits attached thereto 

(hereafter, collectively referred to as "Financial Statements"). The Commission's agreement to 

this Stipulated Supplemental Order is expressly premised upon the truthfulness, accuracy, and 

completeness of the Financial Statements, which contain material information upon which the 

Commission relied in ne.gotiating and agreeing to the terms of this Stipulated Supplemental 

Order; 
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I B. Defendants, Heidi Fogg, and Warwick certify that they have each individually 

2 and jointly disclosed all assets in which any of them holds any beneficial, remainder, or actual 

3 interest, whether partial or whole, including, but not limited to any jointly held assets. 

4 C. If, upon motion by the FTC, this Court fmds that any or all of Defendants, Heidi 

5 Fogg or Warwick has failed to disclose any material asset, or misrepresented the value of any 

6 asset, or made any other misrepresentation in, or omission from, the Financial Statements, then 

7 as to Defendants, any suspension of the Monetary Judgment (in the amount of$17,775,369.00, 

8 plus interest), less amounts already paid, shall be lifted, the Monetary Judgment shall become 

9 immediately due, and interest computed pursuant to 28 U.S.C. § 1961, as amended, shall 

10 continue to accrue on the unpaid balance. Provided, however, that in all other respects, this 

II Stipulated Supplemental Order shall remain in full force and effect unless otherwise ordered by 

12 this Court; and 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

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. 

ill. 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 Commission a truthful sworn statement aclmowledging receipt of this 

Stipulated Supplemental Order. 

IV. CONTINUED JURISDICTION 

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

purposes. 

SO ORDERED, this 22 day of February 2011. 

0JY/<J '::> 
RICARDO S. MARTINEZ 
UNITED STATES DISTRICT JUDGE 
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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.£wv 

JOHN STEF ANCIDK, individnally 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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3 Attorney for Plaintiff 

4 Federal Trade Commission 
915 Second Avenue, Suite 2896 

5 Seattle, Washington 98174 
(206) 220-6350 

6 Fax: (206) 220-6366 
Email: nsamter@,fic.gov 

7 
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10 
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12 

individually and as 
eringer Corporation 

13 FOGG 
indi i uaUy and as an officer, manager, or 

14 prinCIpal of Warwick, LLC 

, "-7 15 / /-'-

16 A~ ...</;?~.--
SIMS WEYMl)L'LER, WSBA # 33026 

17 Attorney fOj/John Stefanchik, Beringer Corp., 
and Heidi-Fogg 

18 
Johnson Flora, PLLC 

19 2505 Second Avenue, Suite 500 
Seattle, WA 98121 

20 (206) 386-5566 
Fax: (206) 682-0675 

21 Email: www.johnsonflora.com 
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ntered on Docket Jan. 31, 2011 

InRe: 

Exhibit A 

The Honorable Marc L. Barreca 
Chapter 11 

UNITED STATES BANKRUPTCY COURT 
FOR THE WESTERN DISTRlCT OF WASHINGTON 

Warwick Properties LLC, Case No. 08-16620 

Debtor-in-possession. ORDERALLOvnNGSECURED 
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.S.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. 
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1 4. The Commission is authorized to initiate federal district court proceedings to 

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

3 relief as may be appropriate in each case, including restitution for injured consumers. 15 U.S.C. 

4 §§ 53 (b), 57b, 6102(c), and 6105(b). 

5 5. The FTC is a creditor with a secured claim against the Debtor as a result of a 

6 judgment the Commission obtained against Stefanchik, and others, in the United States District 

7 Court for the Western District of Washington in the case Federal Trade Commission v. 

8 Stefanchik., et aI., Case No. 2:04-cv-01852-RSM (W.D. Wash.) (the "Stefanchik Case"). 

9 

10 

6. 

7. 

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

Heidi Fogg is the manager of the Debtor and the spouse ofStefanchik. Fogg 

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

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

13 Stefanchik currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040. 

14 FINDINGS 

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

16 District Court for the Western District of Washington (the "District Court") against Stefanchik, a 

17 corporation he organized, Beringer Corporation ("Beringer"), and several other defendants. 

18 Federal Trade Comm 'n v. Stefanchik, et aI., Case No. 2:04-cv-01852-RSM (W.D. Wash.). AIl 

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

20 FTC's claims against them. 

21 10. On April 3, 2007, the FTC obtained ajudgment against Stefanchik and Beringer 

22 in the amount of$17,775,369. Stefanchik and Beringer subsequently appealed the District 

23 Court's ruling. 

24 11. The Ninth Circuit Court of Appeals affirmed the District Court's judgment 

25 against Defendants. FTC v. Stefanchik, 559 F.3d 924 (9th Cir. 2009). None of the parties filed a 

26 further appeal of that decision and the order is final. The full amount of the judgment awarded 

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

28 
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1 12. On May 7, 2007, while the appeal was pending, and shortly after the District 

2 Court's ruling, the Commission filed a judgment lien on the home where Stefanchik resided at 

3 the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the "Mercer 

4 Island Property"). The Mercer Island Property is currently titled in the name of Warwick. 

5 Accordingly, the Commission filed a secured claim in Warwick's bankruptcy case. In addition, 

6 the Commission filed an adversary proceeding against Warwick, Stefanchik and Heidi Fogg 

7 (collectively, "Defendants") in December 2009 and asserted various claims against them, 

8 including a reverse veil-piercing claim in which the Commission alleged that Warwick is a sham 

9 or the alter-ego of John Stefanchik. 

10 13. On or about May 10,2010, this Court confirmed Warwick's Fourth Amended 

11 Plan of Reorganization (the "Plan"). Warwick's Plan provides for the sale of the Property and 

12 for the distribution of the proceeds of the sale to its creditors. 

13 14. As part of the resolution of all claims among the Defendants and the FTC, the 

14 parties have agreed to consensually resolve the claims the Commission asserted in the adversary 

15 proceeding. In addition, the parties have agreed to resolve all claims related to the 

16 Commission's proof of claim filed in this case, as reflected in this Order. 

17 15. This Order represents a fair and equitable compromise of the claims at issue in 

18 this case, and it is a critical part of the parties' overall resolution of claims among the 

19 Commission and Defendants in the Stefanchik Case. See Exhibit A (Stipulated Supplemental 

20 Order). 

21 16. The Defendants further waive all rights to appeal or otherwise challenge or 

22 contest the validity of this Order. If, however, an appeal of this Order is filed by an interested 

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

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

25 waive any rights to attorneys' fees that might otherwise arise in the course of defending this 

26 Order on appeal. 

27 

28 
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1 

2 1. 

DEFINITIONS 

"Defendants" means John Stefanchik, individually and as an officer and director 

3 of Beringer Corporation, formerly d.b.a. The Stefanchik Organization, as well as its successors 

4 and assigns, whether acting directly or through any corporation, subsidiary, division, or other 

5 device. 

6 2. "Fogg" means defendant Heidi Fogg and/or Heidi Stefanchik, by any name, 

7 individually and as an officer and manager of Warwick. 

8 3. "Monetary Judgment" means the entire judgment amount of $17,775,369.00, 

9 plus the interest from April 3, 2007 forward at the rate prescribed under 28 U.S.C. § 1961, as 

10 amended, that Defendants, jointly and severally, owe to the Commission in Federal Trade 

11 Commission v. Stefanchik., et aI., Case No. 2:04-cv-01852-RSM (W.D. Wash.). 

12 4. "Property" means the real property described in the King County real property 

13 records as "Lot 21, Sunnybank", whose street address is 9022 North Mercer Way, Mercer Island, 

14 Washington. 

15 

16 

5. 

6. 

"Stefanchik" means defendant John Stefanchik. 

"Stefanchik Case" means the enforcement action the Commission filed against 

17 Stefanchik, and others, in the United States District Court for the Western District of 

18 Washington: Federal Trade Commission v. Stefanchik., et al., Case No. 2:04-cv-01852-RSM 

19 (W.D. Wash.). 

20 7. "Wanvick" means Warwick Properties LLC, as well as its successors and 

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

22 ORDER 

23 IT IS HEREBY ORDERED that: 

24 A. Warwick stipulates to the Commission's claim as a secured claim under 11 

25 U.S.C. §§ 502 & 506 in this case in the amount of Seventeen Million, Seven Hundred and 

26 Seventy-Five Thousand, Three Hundred and Sixty-Nine Dollars ($17,775,369.00), plus interest, 

27 but less any amount paid to the Commission in the Stefanchik Case (the "Claim"). Accordingly, 

28 
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1 by entry of this Order, the Court allows the Commission's Claim as a secnred claim under 11 

2 U.S.C. §§ 502 & 506 in this case. 

3 B. In addition, the FTC's Claim in this case, which was classified as a Class Seven 

4 Claim under Warwick's Fonrth Amended Plan of Reorganization, will be paid after payment of 

5 Classes One through Fonr and Class Ten, and only to the extent Class One claims are allowed 

6 claims which have been approved by the Bankruptcy Court. Fogg and Warwick further agree 

7 that any Class One claim that Fogg mayor will submit to this Court for approval will not exceed 

8 $1,000. In addition, Stefanchik agrees not to file any claims in this case on behalf of himself, 

9 Fogg or any other entities managed, directed or controlled by either or both of them. 

10 c. If: a) the Property is sold to a person or entity other than one in which any or all 

11 of the Defendants, Fogg, Warwick, and/or any successors, heirs, assigns or entities related to or 

12 controlled by any or all of the Defendants, Fogg and/or Warwick retain an interest, and sufficient 

13 proceeds from the sale exist to pay the Commission's Claim (in part or in full) under the 

14 Warwick Fonrth Amended Plan of Reorganization; and b) the Defendants, Fogg and Warwick 

15 otherwise satisfY the terms of this Stipulated Supplemental Order, then the Commission will 

16 release its lien on the Property. If, however, the pnrchaser of the Property (in whole or in part) is 

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

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

19 Warwick retain an interest, the Commission will retain its lien on the Property until the 

20 Monetary Judgment is satisfied. 

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

22 all purposes. 

23 

24 Dated: January -,2011 

25 

26 

27 

28 
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Respectfully submitted by: 
FEDERAL TRADE COMMISSION 

/s/ Kimberly L. Nelson 
Michael P. Mora, Ill. BarNo. 6199875 
Kimberly L. Nelson, VA Bar No. 47224 
Federal Trade Commission 
600 Pennsylvania Ave., NW, Mail Stop M-8I02B 
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@ftc.gov 

Cozl/1sel 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 
Jbwellaw@aol.com 

Counsel for Warwick Properties LLC 

FEDERAL TRADE COMMISSION 
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Washington, D.C. 20580 
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Tbe Honorable Ricardo S. Martinez 

UNITED STATES DISTRICT COURT 
WESTERN DISTRlCT OF WASHINGTON 

AT SEATTLE 

FEDERAL TRADE COMMISSION, 

Plaintiff, 

v. 

JOHN STEF ANCHIK, individually and as an 
offiecr and director of Beringer Corporation, et 
al.~ 

Defendants. 

Case No. CV04-1852RSM 

STIPULATED SUPPLEMENTAL 
FINAL ORDER TO MODIFY FlNAL 
JUDGMENT AND ORDER 
PURSUANT TO FED. R. CIV. P. 60(b} 

17 Plaintiff, the Federal Trade Commission ("Commission" or "FTC"), pursuant to Federal 

18 Rule of Civil Procedure 60(b), and defendants Jolm StefaJlcbik and Beringer Corporation 

19 ("Defendants"), by and through their ·attomeys, submit tlJis Stipulated Supplemeutal Final Order 

20 to ModifY Final Judgment and Order Pursuant to Fed. R. Civ. P. 60(b) ("Stipulated Supplemental 

21 Order") for approval by this Court in order to resolve the FTC's monetary claims against the 

22 Defendants arising tram the Final Judgment and Order entered against Defendants on April 3, 

23 2007. 

24 Being fillly advised in the premises and acting upon stipUlation ofilie parties to enter tlJis 

15 Stipulated Supplemental Order, the Court finds and orders: 

26 FlNDINGS 

27 I. This Court cntpred a Final Judgment and Order For Permanent Injunction and 

28 Other Equitable Relicf("Final Order") against Defendants OD April 3, 1007. TiJis Court bas 
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1 jurisdiction under Paragraph X of the Final Order, which provides that the Court retains 

2 jurisdiction of this matter for purposes of construction, modification, and enforcemcnt ofthe 

3 Final Order. 

4 

5 

6 

7 

8 

2. In the Final Order, the Court found that uncontroverted evidence established that 

Defendants violated Scction5(a) of the Federal Trade Commission Act, 15 U.S.C. § 45(a), and 

Sections 31O.3(a)(2)(iii) and 31O.3(a)(4) of the Tclemarketing Sales Rule ("TSR"), 16 C.F.R. 

§§310.3(a)(2)(iii) and 31O.3(a)(4). . , 

3. Under Paragraph IVA of the Final Order, the Court enteredjndgmcnt for 

9 equitable monetary relief against Defendants, jointly and severally, and in favor of the FTC in 

10 the amount of$17,775,369.00, to be paid within ten days of entry of the Final Order. Paragraph 

11 IV.C of the Final Order provides that, in the event Defendants fail to pay the Commission tlle 

12 judgment amount, interest computed at the rate presented under 28 U.S.C. § 1691, as amended, 

13 shall immediately begin to accrue on the unpaid balance. 

14 4. The Ninth Circuit Court of Appeals subsequently affirmed this Court'sjudgmcnt 

15 against Defendants and in favor of the Commission. FTC 1'. SlejclIlchik, 559 F.3d 924 (9th Cir. 

16 2009). None oftlle parties filed a further appeal oftbat decision and the order is finaL 

17 5. Defendants have not paid any amount of the judgment to the COlllmission and, 

18 consequcutly, owe the Crinnnission, jointly and severally, the entircjudgment amount of 

19 $17,775,369.00, plus the interest accmcd. On or about May 7,2007, the Commission filed a 

20 judgment lien against the real property where John Stefanchik resided at tbe time of judgment: 

21 9022 Nortll Merccr Way, Mercer Island, Washington. 

6. Warwick Properties LLC ("Warwick"), among other things, holds title to tlle real 

23 property located at 9022 North Mcrcer Way, Mercer Island, Washington (thc·"Property"). On or 

24 about October 6, 200S, Warwick filed a petition forrcliefin tllC U.S. Bnolcruptcy Court for tlu, 

25 Western Dish;ct of Washington, ll1Ider Chaptcr 11 of Title 11 ofthe U.S. Bankruptcy Code. 

26 Dcfcndant John Stefancllik's wifc, Heidi Fogg, is the manager and owner of Warwick. To 

27 pLUsue its judgment lien against the Property, the FTC filed a sccured claim in the Warwick 

28 bankruptcy case, and Wanvick staled that it inteuds to disputc the ConunissioJ]'s claim. 
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1 7. hl addition to filing a secured claim, on December 11, 2009, the Commission 

2 filed an adversary proceeding, naming Warwick, John Stcfanchik and Heidi Fogg as defendants 

3 (ilie '·Adversary Proceeding"). FTC v. WOl1vickProperiies LLC, et ai., Adversary No. 09-01584 

4 (Bankr. W.D. Wash.). In the Adversary Proceeding, ilie Commissi9n made various claims 

5 against John StefanchiIc, Heidi Fogg and Warwick, including a rcverse veil-piercing clrum 

6 alleging that Wanl'ick is a sham or the alter-ego of John StefanchiIc.. 

7 8. On or about May 10, 2010, the bankruptcy court confirmed Warwick's FOUrtll 

8 Amended Plan of Reorganization (the "Plan"). Wanvic1c's Plan provides for tlle sale of the 

9 Property and for the distribution of the proceeds ofilie sale to its creditors. Starting ill June . 

. 10 2010, ilie markelingand sale ofilie Property will be conducted by one ofilic banks llD1ding a 

11 secured claim on tlle Property, or its agents. 

12 9. Tbe Defcndants, Heidi Fogg, and Warwick, along witll the FTC, have agreed to 

13 resolve ilie claims in the Adversary Proceeding and a potential dispute over the proof of claim 

14 Ule FTC filed in the WanvicIc Bankruptcy Case, as reflected in ilie attached stipulated orders 

15 (Exhibits A and B). 

16 10. In addition, Heidi Fogg and Wanviclc have agreed to be bl;JUnd by the terms of 

17 tllis Stipulated Supplemental Order and stipulate and agree to entry ofthis Stipulated 

18 Supplemental Order to settle and resolve the Commission's monetary claim agrunst Defendants. 

19 11. Except as modified by tbis Stipulatcd Supplemental Order, ilie Final OIder 

20 entered on April 3, 2007, shall remain in full force and effect unless otherwise ordercd by this 

21 Court. 

22 

23 

24 

25 

26 

27 

28 

12. TIle parties agree that the effective date of this agreement is defined as Ole date on 

which this Court's order approving Ule Stipulated Supplemental Order becomes final and is not 

subject to appeal. lfthis Stipulated Supplemental Order is not approved by this COllrt, ilien the 

parties also agree that this Stipulated Supplemental OI·der will automatically terminate and be of 

no furtller force and effect. 

13. Entry of this Stipulated SUpplemental Order is in the public intercst 
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1 

2 

3 

4 

14. The Defendants, Heidi Fogg, and Wanvick fitrther waive all rights to appeal or 

othcrwise challcnge or contest the validity of tllis Stipulated Supplemental Order. 

DEFINITIONS 

1. "Adversary Proceeding" means tlle adversary proceeding the Commission filed 

5 on December II, 2009 in tlle Warwick Banlcruptcy Case, naming Wanvick, John Stefanchilc, and 

6 Heidi Fogg as defendams. FTC v. Warwick Prape/ties LLC. el aL, Adversary No. 09-01584 

7 (BanIO'. W.D. Wash.). 

8 2. "Bankruptcy Couri" means the U.S. Bankruptcy Court for the Western District 

9 of Washington, which presides over the Wanvick Banlcruptcy Case. 

10 3. "Defendants" meat)s Jobn Stefanchik, individually and as an officer and director 

II of Beringer Corporation, and Beringer Corporation, fonnerly d.h.a. The Stefanchik Organization, 

12 as well as its successors and assigns, whetlJCr acting directly 01' through any corporation, 

13 subsidiary, division, or other device. 

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

15 individually and asan officer and manager of Warwick. 

16 s. "Monetary Judgment" means the entire judgment amount of$17,775,369.00, 

17 plus the interest from April 3, 2007 forward at the rate prescribed under 28 U.S.C. § 1961, as 

18 amonded, that Defendants, jointly and severally, owe to the Commission under Ule Final Order. 

19 6. "Prope1'ty" means the real property described in the King County real property 

20 records as "Lot 21, SUllllyballk" with a street address of9022 North McreeI' Way, Mercer Island, 

2] Washington. 

22 7. "Warwick" means Warwick Properties LLC, as well as its successors and 

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

24 

25 

26 

27 

28 

8. "Warwick Bankruptcy Case" means the Chapter 11 bankruptcy case filed hy 

Wanvick Properties, LLC, in the ·U.S. Bankruptcy Court for the Western Disnict ofWasllillgtoll, 

Case No. 08-16620. 
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J 

2 

3 

4 

ORDER 

I. MONETARY JUDGMENT 

IT IS HEREBY ORDERED that: 

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

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

6 satisfaction of all terms and conditions in Subscctions B through D, the Monetary Judgment 

7 shall be suspended against Defendants, but remains subject to reinstatement nuder Section Ii 

8 

9 

10 

J J 

J2 

13 

14 

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

Fogg, in accordance with tlle dircctioJlS provided by the Commission, shall pay to the 

Commission, by wire transfer, certified check, or money order, nine hundred thousand dollars 

($900,000.00). 1n addition, Defendants and Hcidi Fogg agree to transfer to the Commission al1 

oftheir (singular, collective and/or joint) legal and equitable lights, title andlor intcrest(s) in the 

funds described in the attached Exh.ibit C. 

C. WitlJiu five (5) days from tlle date of the closing on tbe sale ofthe Property 

15 pursuant to tlle Warn~ck Bankruptcy Case, Johu Stcfanchik and Heidi Fogg shall fully cooperate 

16 widJ James G. Murpby, Co. ("JGM") to take such steps as JGM may require to take full 

17 possession OrUlC personal property described in Ille attac1led Exhibit D, and, 10 entcr inlo an 

18 agreement with JGM to disposc of said property. Until John Stefanehilc and Heidi Fogg 

19 surrender possession of the personal property descDbed in the aUached Exhibit D to JGM, they 

20 shall maintain and lake no action to diminish thc value of said property. As soon as is 

21 reasonably possible after laking possession of said personal property, JGM shall, in accordance 

22 with the agreement between lGM, Jobn Stefanchik, and Heidi Fogg, liquidate the personal 

23 property. After all of said personal property has beenliquidatcd, JGM sha 11 account for the net 

24 proceeds derived tlJerefrom, and transfer all such net proceeds to the Commission in accordance 

25 with instructions provided by the Commission. 

26 D. Tbe Defendants, Heidi Fogg, and Warwick shall have slipulated to, and the 

27 Banlmlplcy Court shall have entered, an order in tIle Bankruptcy Case authorizing Warwick to 

28 enter into: a) tllis Stipulated Supplemental Ordel~ b) the Claim Order (as defined below); and tlle 

Stipulntcd Supplement Finnl Order To Modiry Finnl Judgment & Order - Page 5 
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Judgment and Order (as defined below), whicb order shall have become final and non-

2 appealable. In addition, the Bankruptcy Court shall have entered orders: a) allowing the 

3 Commission's ~laiI)1 as a secured claim under 11 U.S.C. §§ 502 and 506 ill the Wanviek 

4 Baokruptcy Case; and as reflected in the attached order allowing claim (Exhibit A, the "Claim 

5 Order"); and b) resolving the parties clainls in the Adversary Proceeding, as reflected in the 

6 Judgment and Order (attached hereto as Exhibit B), both of wI rich orders shall have become 

7 final and non-appealable. 

8 

9 

10 

II 

12 

13 

14 

E. Defendants, Heidi Fogg, and Warwick, agree that they will no!, wbether acting 

directly or through any corPoration, partnerslrip, 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 retum, or other official document that takes a deduction for, or seeks a tax refund or 

any other tax benefit for, the payme.!1ts that are to be made pursuaut to Subsections LB and I.C of 

this Stipulated Supplemcntal Order. 

F. To ensure compliance with Subsection I.E ofthis Stipulated Supplemental Order: 

15 (i) Defendants, Hcidi Fogg, and Warwick each shall deliver to tbe Commission copies of all of 

16 their respective signed and completed federal and state income tax returns, and all amended 

17 returlls (if any), including all related fomls, schedules, statements, and attachments, that they file 

18 for each year in which payments are made pursuant to Subsections l.B and I.C of this Stipulated 

19 Supplemental Order. The aforementioned deliveries shall be made to the Commission within ten 

20 (10) days after each such return and amended return (if any), is officialJy filed with the Internal 

21 Reveuue Service or a state tax authority; and (ii) for each year in which any part of the payments 

22 desenoed in Subsections I.B and I.C of this Stipulated Supplemental Order are made, the 

23 Defendants, Heidi Fogg, aJld Warwick each shall, within thirty (30) days after their respective 

24 final date for filing an amended federal tax return for tbat year, sign and submit to the Internal 

25 Revenue Service ("IRS~) IRS Form 4506, along Witll a payment to tlle IRS of tile Form 4506 

26 fee, directing tJle IRS to send to The Regional Director, FTC Northwest Region, 915 Second 

27 Avenue, Suile 2896, Seattle, WA 98174 copies oftbeir respective original tax retum and all 

28 amended tax returns (if aJ1Y) that they filed with the IRS for that year. 
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G. . All funds paid to the Commission pursuant to this Stipulated Supplemental Order 

2 shall be deposited into a fund administered by the Commission or its designated agent to be used 

3 for equitable relief, including, but not limited to, consumer restitution and any attendant 

4 expenses for the administmtioll of any restitution fund. Defcndants sba II cooperate in 

5 identifying and locating consumers entitled to restitution under til is Stipulated Supplemental 

6 Order. In tile event that direct,restitution to consumers is wbolly or panially impracticable or 

7 funds remain after restitution is completed, the Commission may apply any remaining fimds for 

8 such otber equitable relief (including consumer infomlation remedies) as it detemlines to be 

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

10 sucb equitablercliefsball be deposited to the Treasuryas disgorgemenL Defendants, Heidi 

II Fogg, and Warwick shall be notified as to how the funds are disburscd but shall bave no right to 

12 challcrige tbe Commission's choice of remedies under this Scction of this Stipulated 

13 Supplemental Order. 

14 H. In accordance with 31 U.S.C. § 7701, Dcfendants, Heidi Fogg, and WaJwiek are 

15 . hereby required, unless they have done 50 already, to furnish to the Commission each of t1leir 

16 taxpayer identifYing numbers (social secUlity numbers or employer identification numbers), 

17 which shall be used for purposes of collecting and reporting on any delinquent amount arising 

18 out oftheir relationship with the government; 

19 L Defendants, Heidi Fogg, and Wanvick relinquish all dominion, control, aJld title 

20 to the funds paid to the fullest extent pemlitted by law. Defendants, Heidi Fogg, and Warwick 

21 shall make no claim to, or demand return ot~ the funds, directly or indirectly, through cOllnsel or 

22 otherwise; and 

23 J.. Defendants and Heidi Fogg agree that tlle facts aUeged in the CompJaintfiled in 

24 this action shall he taken as true without further proofin any ban1cruptcy case or subsequent civil 

25 litigation pursued by the Commission to enforce its rights to any payment or money judgmcnt 

26 pursuant to tilis Stipulated Supplemental Order, including, but not limited to, a 

27 nondischargeability complaint in any bankruptcy casco Defendants and Heidi Fogg further 

28 stipulatc and agree tbal tile fhcts allcged in the Complaint establisb all elements necessary to 

Stipulated Suppll!mcnt Final Ordc:rTo M edify Finnl Judgmcnl & Order - Png!! 7 
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12 

13 

14 
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sustain an action purSllant to, and umt this Stipulated Supplemental Order and the Final Order 

shall have collateral estoppel effect for purposes of, Section 523(a)(2)(A) of the Bankmptcy 

Code, II U.S.C. § 523(a)(2)(A). In addition, Defendants and Heidi Fogg agree that ifany of 

them file a petition forrcliefor a pctition for relief is filed against them Gointly or separately) 

under II U.S.C. § 101, ef seq., ruJd the payment to the Commission under Subsection B above is 

suhsequently recovcred or avoidcd by thc debtor, trustee, or a creditor, the Monetary Judgmcnt 

shall not bc suspended as described in Subsection A above and the Commission will hold an 

allowed, unsecured claim in the brulkruptcy case in the amount oftlle Monetary Judgment, plus 

interest from April 3,2007 at the rate prescnoed under 28 U .S.C. § 1961, as amended. 

II. RIGHT TO REOPEN 

IT IS FURTHER ORDERED that: 

A. By agrccing Lo this Stipulated Supplemental Ordcr, Defendants, Hddi Fogg, and 

Warwick reaffirm and attest to the b.uthfulness, accuracy, and completeness of tbe financial 

statements that cach of them prepared and b.ID1smitted to the Commission, including the 

following: (I) complctcd individual financial statemcnt fOJ· John Stcfanchik and Hcidi Fogg 

(executed on May 25,2010);(2) completed Corporate Financial Statements for Beringer 

Corporation (executcd on May 21, 201 0) and Warwick Properties, LLC (executed on Junc 25, 

2010); (3) true and correct copies of individual 2007 ruJd 2008 tax returns for John Stefanchilc 

and Heidi Fogg, which wcre previously filed witb UJe Internal Revenue Service ("IRS"); (4) a 

complete list ofJohn Stefanchik's and Heidi Fogg's personal property, including fumishings, 

jewelry, and art, which has a potcntial 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 

elecu·oniemail ITom Sims Weymuller to Nadine Samter, dated June 22, 20 I 0); and (5) 

Declaration of John Stefanchik (executed on July ,20] 0), and the Exhibits attached thereto 

(hereafter, collectively rcferred to as "Financial Statemcnts"). The Commission's agreement to 

tltis Stipulatcd Supplemental Order is cxpresslypremised upon the b.uUlfulness, accuracy, and 

completeness of the Financial Statements, which contain material infonuation upon which the 

Stipuillted Supplement Finnl Order To Modify Finnl Judgment & Order- Pnge B 

Fr:nI!R,\l 'fRIIIlr::CO.\lMISSION 
1)15 St~lmtl M; .. Su.:!R9(; 
Sauk, \\,;ublrl;lwn!lIi17-'l 

1206) ;UO·fil3n 
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1 COJllmission relied ill negotiating and agreeing to fue terms offuis Stipulated Supplemental 

2 Order; 
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J3 
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16 

17 

18 

19 

20 

21 

22 

23 

24' 

25 

26 

27 

28 

B. Defendants, Heidi Fogg, and Warwick eertify that they have each individually 

and jointly disclosed all assets in which any ofthem holds any beneficial, remainder, or actual 

interest, whetber partial or whole, including, but not limited to any jointly held assets. 

C. If, upon motion by the FTC, this Court finds fuat any or all of Defendants, Heidi 

Fogg or Warwick has failed to disclose any material asse~ or misrepresented the value of any 

asset, or made any other misrepresentation in, or omission fi'om, the Financial Statements, then 

as to Defendants, any suspension of the Monctary Judgmcnt (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 intcrest computed pursuant to 28 U.S.C. § 1961, as amended, shnll 

continue to accruc on the unpaid balance. Provided, however, that in all other respccts, this 

Stipulated Supplemental Order slmll remain in full force and effect unless otllerwise ordered by 

tbis Court; and 

D. Proceedings instituted under tllis Section arc in addition to, and not in lieu of, any 

other civil or criminal rcmedies as may be provided by law, including any other proceedings the 

Commission may initiate to enforce this Stipulated Supplemental Ordcr. 

1lI. ACKNOWLEDGMENT OF RECEIPT OF 
STIPULATED SUPPLEMENTAL ORDER 

IT IS FURTHER ORDERED iliat \\~thll1 five (5) business days of receipt of this 

Stipulated Supplemcntal Ordcr as entered by the Court, Defcndants, Heidi Fogg, and Warwick 

must submit to fue Commission a trutllful sworn statcment acknowledging receipt ofthls 

Stipulated Supplemental Order. 

IV. CONTINUED JURISDICTION 

IT IS FURTHER ORDERED that iliis Court will retain jurisdiction ofthis mattcr for all 

purposes. 

SO ORDERED, tllis __ day of _______ ---', 2010, at ___ _ 

Slipulnlcd Supplemenl Finnl Order To Modify Finnl Judgmenl & Order - Puge 9 

FliDl!ltI\J. mNm m.1MJ5!ilON 
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2 

3 

4 

5 NADINE S. SAMTER, WSBA # 23881 
Attorney for Plaintiff 

6 
Federal Trade Commission 

7 915 Second Avenue, Suite 2896 
Seattle, Washington 98174 

B (206) 220-6350 
Fax: (206) 220-6366 

9 Email: nsamterra>.ftc.l!ov 

I I 

13 

14 

15 
HElDIFOGG 

16 individually and as all officer manaoe!' or 
principal ofWarwiek, LLC' "" 

17 

1.8~A 
19 SIMS WEY~ER' WSBA # [insert] 

Attorney fo. bn Stcfanchilc. Beringer Corp. 
20 and Heidi ogg" • 

2J JObUSOIl Flora, PLLC 
2505 Second Avenue, Suire 500 

22 Seattle, W A 98121 
(206) 386-5566 

?' Fax: (206) 682-0675 . 
-~ Email: www.johnsonf1ora.com 
24 

25 

26 

27 

28 

The Honorable Ricardo S. Martinez 
. United States District Judge 

FI:OfiRAL TRADI! coM~lIrnow 
!)IS SctDnd A\~. SII.. ::!~;{; 
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4 

5 NADINE S. SAMTER, WSJ3A 1123881 
Attorney for Plilintiff 

(I 
Federal Trade COn!mission 

7 915 Soeond Avenue, Suite 2896 
Seattle, Woshington 98:174 

B (206) 220.6350 
Filx: (206) 220·6366 

9 Emal1: pS8mtorciilftc.gov 

10 

11 
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17 
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19 

20 

21 Johnson Florn, PLLC 
2505 Second Avenue, Suite 590 

22 Semcle, WA 98J21 
(206) 386-5566 

23 Fax: (20G) 682-0675 
Email: www.jl1bnsonfiorn.Dom 

24 

25 

26 

27 

28 

"he l'!onoJ1lble Ricnrdo S.Mnrtinez 
United Stales Districl J ud!l~ 
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CERTIFICATE OF SERVICE-

2 I hereby certify that on ______ , 201 0,1 served the foregoing STIPULATED 

3 SUPPLEMENTAL FINAL ORDER TO MODIFY FINAL JUDGMENT AND ORDER 

4 PURSUANT TO FED. R. CIY. P. 60(b), and the Exhibits attnched thereto, by electronic mail 

5 and by first-class United States mail to the fallowing: 

6 SIMS WEYMULLER, WSBA # [insert] 

7 Johnson Flora, PLLC 

8 2505 Second Avenue, Suite 500 

Seattle, WA 98121 

9 (206) 386-5566 

10 Fax: (206) 682-0675 

Email: www.jahnsollflora.com 

11 Attorney for John Stefanehik, Beringer Corp., 

12 and Heidi Fogg 

13 
MICHAEL ROSENBERGER, WSBA # [insert] 

14 Gordon Tilden Thomas & Cordell, LLP 

15 1001 Fourth Avenue, Suite 400 

Seattle, WA98154-1007. 

16 (206) 467-6477 

17 Fax: (206) 467-6292 

Email: mrosenberger@gordontildell.com 
18 

19 Dated: ____ ,2010 

20 

21 

22 

23 

24 

25 

26 

27 

28 

slNadine Saroter 

Nadine Samter 

Stipulated Supph!menL Finnl Ord~T To Modify Finol Judgmcnl &. Order - Pug!! II 

Ft;Dmt,\l TlUlIm COMMISSION 
915 ScmrulA'e., 511. .:!H% 
Smlrh:, \\'rulr."l,'1nn!l1l17'; 
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1 The Honorable Marc L. Barreca 
Chapter 11 

--_ .... -~ ..... 
3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

"15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26; 

27 

In Re: 

UNITED STATES BANKRUPTCY COURT 
FOR THE WESTERN DISTRICT OF WASHThIGTON 

Warwick Properties LLC, Case No. 08-16620 

ORDERALLO~GSECURED 
CLAIM OF FEDERAL TRADE 
COMMISSION 

Debtor-in-possession. 

Plaintiff Federal Trade Commission ("FTC" or "the Commission"), and debtor Warwick 

Properties LLC ("Warwick"), by and through their attorneys, have agreed to entry oftrus Order 

allowing the secured claim of the FTC (the "Order") in this case. 

JURISDICTION AND VENUE 

L This Court has subject matter jurisdiction pursuant to 28 U.S.c. §§ 157 and 1334. 

This Adversary Proceeding is a core proceediug pursuant to 28 U.S.C. § 157(h)(2)(A). 

2. Venue in the Western District of Washington is proper under 28 U.S.C. § I409(a). 

THE PARTIES 

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

statute. 15 U.S.C. §§ 41-58. The FTC is charged, inter alia, with enforcement of Section Sea) of 

the FTC Act, 15 U.S.C. § 45(a), which prohibits unfair or deceptive acts or practices in or 

affecting co=erce. The Commission also enforces the Telemarketing Sales Rule, 16 C.F.R. 

Part 310, as amended, which prohibits deceptive or abusive t~lemarketing acts or practices. 

Judgment and Order- Page 1 
28 

.. ' 
FEDERAL TRADE COMMISSION 
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1 4. The Commission is authorized to initiate federal district court proceedings to 

___ .2._ ~gjQigyi91~gQ!?§. Q.t(l;L~. TIC. Apt im.\\.!!I.t:: .T~!!l.mf!Ji&~lmg .S.'!J.§ .Rw.!!, .?!LeUR .s~~!!!;l!.§_qRg .!'l9.!!.i.t'?'91~ _ .. _. _____ _ 

3 relief as may be appropriate in each case, including restitution for uuured consumers. 15 U.S.C. 

4 §§ 53(b), 57b, 6102(c), and 6105(b). 

5 5. The FTC is a creditor with a secured claim against the Debtor as a result of a 

6 judgment the CoIlllIrission obtained against Stefancbik, and others, in the United States D~trict 

7 Court for the Western District of Washington in the case Federal Trade Cammissianv. 

8 Stefanchik, et aZ., Case No. 2:04-cv-O 1 852-RSM (W.D. Wash..) (the "Stefanchik Case"). 

9 

10 

6. 

7. 

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

Heidi Fogg is the manager of the Debtor and the spouse of Stefanchik. Fogg 

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

12 8.' John Stefanchik is the spouse of Fogg and a defendandn the Stefanchik Case. 

13 Stefanchik currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040. 

FINDINGS 14 

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

16 District Court for the Western District of Washington (the "District Court") against Stefanchilc, a 

17 corporation he organized, Beringer Corporation ("Beringer"), and several other defendants. 

18 Federal Trade Comm 'n v. Stefanchik, et al., CaSe No. 2:04-cv-OI852-RSM (W.D. Wash..).All 

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

20 FTC's claims against them. 

21 10. On April 3 , 2007, the FTC obtained a judgment against Stefanchik and Beringer 

22 in the amount of$17,775,369. Stefanchik and Beringer subsequently appealed the District 

23 Court's ruling. 

24 11. The Ninth Circuit Court of Appeals affirmed the District Court's judgment against 

25 Defendants. FTC v. Stefanchilc, 559 F3d 924 (9th Cir. 2009). None of the parties filed a further 

26 

27 
Judgment and Order- Page 2 
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1 appeal of that decision and the order is final. The full amount of the judgment awarded to the 

__ ._._--.J._ .C.Qmmi.~?iQ}1.$l.7.,:n~,~12 I1!m;.iAt!;;("~.r!!.mflilJ.~.Q1J.tst!mdiI;Jg.illl.Qf.Jwy:=, ZOHl, ..................... _ .... _ .... __ ... _._._. 

3 12. On May 7, 2007, while the appeal was pending, and shortly after the District 

4 Court's·ruIing, the Commission filed a judgment lien on the home where Stefanchik resided at 

5 the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the "Mercer 

6 Island Property"). The Mercer Island Property is currently titled in !be name of Warwick. 

7 Accordingly, the Commission filed a secured claim in Warwick's bankruptcy case. Ie addition, 

S the Commission filed an adversary proceeding against Warwick, Stefancbik and Heidi Fogg 

9 (collectively, "Defendarits") in December 2009 and asserted various claims aga:iru,t them, 

10 including a reverse veil-piercing claim in.which the Commission alleged that Warwick is a sham 

11 or the alter-ego ofJohn Stefanchik. 

12 B. On or about May 10, 2010, this Court confirmed Warwick's Fourth Amended 

·13 Plan of Reorganization (the "Plan"). Warwick's Plan provides for the sale of the Property and 

14 for the distribution of the proceeds of the sale to its creditors. 

15 14. As part of the resolution of all claims among the Defendants and the FTC, the 

16 parties have agreed to consensually resolve the claims the Commission asserted in the adversary 

17 proceeding. Ie addition, the parties have agreed to resolve all claims related to the Commission's 

18 proof of claim filed in this case, as reflected in this Order. 

19 15. This Order represents a fair and equitable compromise of the claims at issue in 

20 this case, and it is a critical part of the par)ies' overall resolution of claims among the 

21 Commission and Defendants in the Stefanchik Case. See Exhibit A (Stipulated Supplemental 

22 Order). 

23 16. The Defendants further waive all rights to appeal or otherwise challenge or 

24 contest the validity of this Order. If, however, an appeal of this Order is filed by an interested 

25 party, Defendants agree to fully cooperate and assist the FTC in defending a",crainst such an appeal 

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

27 
Judgment and Order- Page 3 
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1 any rights to attorneys' fees that might otherwise arise in the course of defending this Order on 

__ •. __ ~_ .!lppe,(ll, .. , 

3 

4 1. 

DEFINITIONS 

"Defendants" means John Stefanchik, individuaJJyand as an officer and di;rector 

5 of Beringer Corporation, formerly cLb.a. The Stefanchik Organization, as well as its successors 

6 and assigns, whether acting directly or through any corpomtion, subsidiary, division, or other 

7 device. 

8 2. "Fogg" means defendant Heidi Fogg and/or Heidi Stefanchik, by any name, 

9 individually and as an officer and manager of Warwick. 

10 3. "Monetary Judgment" means the entire judgment amount of$17,775,369.00, 

'.11 plus the interest from April 3, 2007 forward at the rate prescribed under 28 U.S.C. § 1961, as 

12 amended, that Defendants, jointly and severaJJy, owe to the Commission in Federal Trade 

13 Cammission v. Stefanellil" et al., Case No. 2:04-cv-01 852-RSM (W.D. Wash.). 

14 4. "Property" means the real property desonbed in the IGng County real property 

15 records as "Lot 21, Sunnybank", whose street address is 9022 North Merc!"r Way, Mercer Island, 

16 Washington. 

"Stef.'1nchik" means defendant John Stefanchik. 17 

18 

5. 

6. IfStefanchik Case" means the enforcement action the Commission filed against 

19 Stefanchik, and others, in the United States District Court for the Western District of 

20 Washington: Federal Trade Commission v. SteJanchik, et af., Case No. 2:04-cv-01852-RSM 

21 (W.O. Wash.). 

22 7. ''Warwick'' means Warwick Properties LLC, as well as its successors and 

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

24 

25 

26 

27 
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1 

2 ---- "-"- _ .. 
3 A. 

ORDER 

-'" .- - ... ' .. 

Warwick stipulates tD the Commission's claim as a secured claim under II U.S.C. 

4 §§ 502 & 506 in this case in the amount of Seventeen Million, Seven Hundred and Seventy-Five 

5 Thousand, Three Hundred and Sixty-Nine Dollars ($17,775,369.00), plus interest, but less any 

6 amount paid to the Commission in the Stefanchik Case (the "Claim"). Accordingly, by entry of 

7 this Order, the Court allows the Commission's Claim as a secured claim under 11 U.S.C. §§ 502 

8 & 506 in this case. 

9 B. In addition, the FTC's Claim in this case, which was classified as a Class Seven 

10 Claim under Warwick's Fourth Amended Plan of Reorganization, will be paid after payment of 
fCLlV-~~~ . 

1 I Classes One through ~lIand only to the extent Class One claims are allowed claims which 

12 have been approved by the Bankrupt.cy Court.. Fogg and Warwick further awee that any Class 

13 One claim that Fogg may or will submit to this Court for approval will not exceed $1,000. In 

14 addition, Stefanchilc agrees not to file any claims in this case on behalf of himself, Fogg or any 

15 other entities managed, directed or controlled by either or both of them. 

16 C. If: a) the Property is sold to a person or entity other than one in which any or all 

17 of the Defendants, Fogg, Warwick, andlor any successors, heirs, assigns or entities related to or 

18 controlled by any or all of the Defendants, Fogg andlor Warwick retain an interest, and sufficient 

19 proceeds from the sale exist to pay the Commission's Claim (in part or in full) under the 

20 Warwick Fourth Amended Plan of Reorganization; and b) the Defendants, Fogg and Warwick 

21 otherwise satisfY the telmS of this Stipulated Supplemental Order, then the Commission will 

22 release its lien on the Property. If, however, the purchaser of the Property (in. whole or in part) is 

23 a person or entity in which any or all of the Defendants, Fogg, Warwick, andlor any successors, 

24 heirs, assigns or entities related to or controlled by any or all of the Defendants, Fogg andlor 

25 Warwick retain an interest, the CommissioD, will retain its lien on the Property until the Monetary 

26 Judgment is satisfied. 

27 
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1 IT IS FURTHERORDERED that this Court will retain jurisdiction of this matter for all 

. ___ ..•.. ;L . . P'wpo.~;:s ... 

3 Dated: July -' 2010 

4 
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7 
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9 

10 

11 

12 

I3 
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Washington, D.C. 20580 
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1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

InRe: 

The Honorable Marc L. Barreca 
Cbapter 11 

.. - . . ... . .. --". -' ._._- ---_. '-'---

, UNITED STATES BANKRUPTCY COURT 
FOR THE WESTERN DISTRICT OF WASHINGTON 

Warwick Properties LLC, Case No. 08-16620' 

Debtor-in-possession. 

13 Federal Trade Co=ission, Adversary Proceeding No. 09-01584-ITG 

14 

15 v. 

Plaintiff, 

16 Warwick Properties LLC, 
" IT Heidi Fogg, and John Stefancbik, 

Defendants. 
1811-----------~~===-------~ 

JUDGMENT AND ORDER 

19 
Plaintiff Federal Trade Co=ission ("FTC" or "the Co=ission"), and defendants 

20 
Warwick Properties LLC, Heidi Fogg and John Stefancbik (collectively "Defendants"), by and 

21 through their attorneys, bave agreed to entry of thl~ Judgment and' Order by this Court in order to 

22 resolve the FTC's ChUIIlS against the Defendants. 

JURISDICTION AND VENUE 
23 

24 1. This Court has subject matter jurisdiction pursuant to 28 U.S.C. §§ 157 and 1334. 

25 This Adversary Proceeding 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.S.C. § 1409(a). 

27 
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1 3. This Adversary Proceedillg relates to In re Warwick Properties LLC, Chapter 11 

2 Case No. 08-16620 (Bankr. W.D. Wash.), now pending ill this Court (the "Banlcruptcy Case"). _ ......... -. - ......... _ ....... - ..... _ .... _ ....... _ .... " ............ . 

3 The FTC is a creditor with a secured claim agaillstthe Debtor as a result ofajudgment the 

4 Commission obtained against Stefanchilc, and others, ill the United States District Court for the 

5 Western District ofWasbington in the case Federal Trade Commission v. Srf{[anchik., et az', Case. 

6 No.2:04-cv-01852-RSM (W.D. Wash.) (the "Stefanchik Case"). 

7 

8 4. 

THEPARTmS 

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

9 statute. 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 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 i~ authorized to initiate federal district court proceedings to 

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

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 

,18 

6. 

7, 

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

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

22 FINDINGS 

23 9. On August 24, 2004, the Commission filed a complaint ill the United States 

24 District Court for the Western 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 aZ., Case No. 2:04-cv-01852-RSM (W.D. Wash.). All 

27 
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1 defendants except Stefanchik and Beringer entered into stipulated judgments to resolve the 

2 FrC's claims against them. 
" ...... ~ ............. ~ .......... - ...... __ .... - . 

3 10. On April 3, 2007, the FTC obtained ajudgment against Stefanchilc and Beringer, 

4 jointly and severally, in the amount 0[$17,775,369. Stefanchik and Beringer subsequently 

5 appealed the District Conrt's ruling. 

6 11. In March 2009, the U.S. Conrt of Appeals for the Ninth Circuit affirmed the 

7 Commission'sjudgment against Stefanchilc and Beringer as to both liability and monetary relief 

8 See Federal Trade Comm'n v. StefG11chik, 559 ,F.3d 924 (9th Cir. 2009) . 
. ' 

9 12. The full amount of the judgment awarded to the Commission, $17,775,379 plus 

10 interest (the "Judgment"), remains outstanding as ofJuly --,2010. 

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

12 Conrt's rnIing, the Commission filed ajudgment lien on the home where Stefanchilc resided at 

13 the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the "Mercer 

14 Island Property"). 

15 14. Tpe 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. In addition, the Commission asserted various claims against Defendants in tills 

18 adversary proceeding, including a reverse veil-piercing claim in which the Commission alleged 

19 that Warwick is a sham or the alter-ego ofJ aha Stefanchik and/or Heidi Fa gg. 

20 . 16. The parties to the adversary proceeding have agreed to consensually resolve the 

21 FTC's claims in this case. Further, the parties have agreed t6 resolve all claims related to the 

22 Commission's proof of claim filed in the Bankruptcy Case. 

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

24 at issue in this adversary proceeding, and itis 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). 
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1 18. The Defendants further waive all rights to appeal or otherwise challenge or 

.... 4 ... 9qIlt~§~ i4.e YAliQity 0:fJ:hl~ Or:<ler, .Jf,.ho~veJ, .<m.aPJI.eal of.ihis .Or:<leris.filed by !D;l.in,teJ;!:)~ed ... _ .. 

3 party, Defendants agree to fully 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 

5 any rights to attoIl)eys' fees that might otherwise arise in the course of defending this Order on 

6 appeal. 

7 ORDER 

8 IT IS HEREBY ORDERED that 

9 A. The debtor, Warwick, has authority to enter into and execute this Judgment and 

10 Order under 11 U.S.C. § 11 07 and Bankruptcy Rule 9019; and 

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

12 Accordingly, defendant Warwick is liable, 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 retainjurisdiction of this matter for all 

16 purposes. 

17 Dated: July ,2010 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 
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Respectfully submitted by: 
FEDERAL TRADE COMMISSION 

lsi Kimberly L. Nelson 
Michael P. Mora, m. Bar No. 6199875 
IGmberIy L. Nelson, VA Bar No. 47224 
Federal Trade Commission 
600 Pelmsylvania Ave., NW, Mail Stop M-81 02B 
Washington, D.C. 20580 
Telephone: (202) 326-3304 
Facsimile: (202) 326-2558 
Mmora@ftc.gov 
Knelson@ftc.gov 

Nadine S. Samter, WSBANo. 23881 
Federal Trade Commission 
915 Second Avenue, Suite 2896 

FEDERAL TRADE COMMISSION 
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P. ail7tiff, Federal Trade Commission 

. lis, Esq. 
ffice ofJeffrey B. Wells 

50 ogan cilding 
500 Ucion Street 
Seattle, Washington 98101 
Telephone: (206) 624-0088 
Facsimile: (206) 624-0086 
JbwelIaw@aoLcom 

Counsel for Defendants, Warwick Properties, Heidi 
Fogg and John Stefallchik 
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EXHIBITC 

All funds, assets, or other items of value that John Stefanchilc, 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 Financial Statement relate to 
transfers of funds from corporations controlled by John Stefancillk, 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 Fontana, and Jay Swob. 

Stipulated Supp. Order to Modify - Ex. C 
Exhibit A to Order Allowing FTC Claim 

Case 08-16620-MLB Doc 140 Filed 01/31/11 Entered 01/3fm
2
h29:19 Page 30 of 31 



EXHlBITD 
List of PersonalProperty to be Sold at Auction 

Item 
Square Table with 4 Stools 
Chaise Longue 
Area Rug (Livillg Room) 
Area Rug (Dining Room) 
Area Rug (Bedroom) 
PoollBillliards Table 
Adam Shaw painting (54"x 50") 
Adam Shaw painting (64" x 70") 
Calder Print 

Jewelry 

Mikimoto Pearl Necklace (18" strand) 
Tahitian Pearl Earrings 
Cabochon Ruby Ring 
Perionite Ring 
Pearl and gold necklace 
gold tennis bracelet 
two Raymond Wei! watches 

Stipulated Supp. Order to Modify - Ex:.D 

Est. Resale Value 
$1000.00 
$1066.67 
$1000.00 
$3166.67 
$3166.67 
$1500.00 
$6000.00 
$9000.00 
$6000.00 
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Exhibit 8 

The Honorable Marc 1. Barreca 
Chapter 11 

UNITED STATES BANKRUPTCY COURT 
FOR THE WESTERN DISTRICT OF WASHINGTON 

InRe: 

Warwick Properties LLC, Case No. 08-16620 

Debtor-in-possession. 

Federal Trade Commission, Adversary Proceeding No. 09-01584-TTG 

Plaintiff, 
JUDGMENT AND ORDER 

v. 

Warwick Properties LLC, 
Heidi Fogg, and John Stefanchik, 

Defendants. I 

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 Proceeding is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A). 

Judgment and Order- Page 1 FEOERAL TRADE COMMISSION 
600 Pennsylvania Ave., NW, Suite NJ-2122 

Washington, D.C. 20580 
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1 2. Venue in the Western District of Washington is proper under 28 U.S.C. 

2 § 1409(a). 

3 3. This Adversary Proceeding relates to In re Warwick Properties LLC, Chapter 11 

4 Case No. 08-16620 (Bankr. W.D. Wash.), now pending in this Court (the "Bankruptcy Case"). 

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

6 Commission obtained against Stefanchik, and others, in the United States District Court for the 

7 Western District of Washington in the case Federal Trade Commission v. Stefanchik., et of., 

8 Case No. 2:04-cv-01852-RSM (W.D. Wash.) (the "Stefanchik Case"). 

9 THE PARTIES 

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

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

12 .the FTC Act, 15 U.S.C. § 45(a), which prohibits unfair or deceptive acts or practices in or 

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

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

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

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

17 relief as may be appropriate in each case, including restitution for injured consumers. 15 U.S.C. 

18 §§ 53 (b), 57b, 6102(c), and 6105(b). 

19 

20 

6. 

7. 

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

Heidi Fogg is the manager of the Debtor and the spouse ofStefanchik. Fogg 

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

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

23 Stefanchik currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040. 

24 F~fNGS 

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

26 District Court for the Western District of Washington (the "District Court") against Stefanchik, a 

27 

28 
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1 corporation he organized, Beringer Corporation ("Beringer"), and several other defendants. 

2 Federal Trade Comm'l1 V. Stefal1chik, et al., Case No. 2:04-cv-01852-RSM (W.D. Wash.). All 

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

4 FTC's claims against them. 

5 10. On April 3, 2007, the FTC obtained ajudgment against Stefanchik and Beringer, 

6 jointly and severally, in the amount of$17,775,369. Stefanchik and Beringer subsequently 

7 appealed the District Court's ruling. 

8 11. In March 2009, the U.S. Court of Appeals for the Ninth Circuit affirmed the 

9 Commission's judgment against Stefanchik and Beringer as to both liability and monetary relief. 

10 See Federal Trade Comm'l1 v. Stefal1chik, 559 F.3d 924 (9th Cir. 2009). 

11 12. The full amount of the judgment awarded to the Commission, $17,775,379 plus 

12 interest (the "Judgment"), remains outstanding as of July _, 2010. 

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

14 Court's ruling, the Commission filed a judgment lien on the home where Stefanchik resided at 

15 the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the "Mercer 

16 Island Property"). 

17 14. The Mercer Island Property is currently titled in the name of Warwick. 

18 Accordingly, the Commission filed a secured claim in Warwick's Bankruptcy Case. 

19 15. In addition, the Commission asserted various claims against Defendants in this 

20 adversary proceeding, including a reverse veil-piercing claim in which the Commission alleged 

21 that Warwick is a sham or the alter-ego of John Stefanchik and/or Heidi Fogg. 

22 16. The parties to the adversary proceeding have agreed to consensually resolve the 

23 FTC's claims in this case. Further, the parties have agreed to resolve all claims related to the 

24 Commission's proof of claim filed in the Bankruptcy Case. 

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

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

27 
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1 claims among the Commission and Defendants in the Stefanchik Case. See Exhibit A 

2 (Stipulated Supplemental Order). 

3 18. The Defendants further waive all rights to appeal or otherwise challenge or 

4 contest the validity of this Order. If, however, an appeal of this Order is filed by an interested 

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

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

7 waive any rights to attorneys' fees that might otherwise arise in the course of defending this 

8 Order on appeal. 

9 ORDER 

10 IT IS HEREBY ORDERED that: 

11 A. The debtor, Warwick, has authority to enter into and execute this Judgment and 

12 Order under 11 U.S.C. § 1107 and Bankruptcy Rule 9019; and 

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

14 Accordingly, defendant Warwick is liable, jointly and severally, along with defendant Stefanchik 

15 on the Judgment awarded in favor of the Commission in the Stefanchik Case, plus interest from 

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

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

18 all purposes. 

19 

20 Dated: January _,2011 

21 

22 
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24 
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27 
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Marc Barreca 
United States Bankruptcy Judge 
(Dated as of Entered on Docket date above) 
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Respectfully submitted by: 
FEDERAL TRADE COMMISSION 

/s/ Kimberly L. Nelson 
Michael P. Mora, Ill. BarNo. 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@ftc.gov 

COlll1sel for Plaintiff, 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 
Jbwellaw@aol.com 

COllnsel for Defendants, Wanvick Properties, Heidi 
Fogg and John Stefanchik 
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Tbe Honorable Ricardo S. Martinez 

UNITED STATES DISTRICT COURT 
WESTERN DISTRlCTOF WASHINGTON 

AT SEATTLE 

FEDERAL TRADE COMMISSION, 

Plaintiff, 

v. 

JOHN STEFANCHIK, individually and as an 
officer and director of Beringer Corporation, at 
aI., 

Defendants. 

Case No. CV04-1852RSM 

STIPULATED SUPPLEMENTAL 
FINAL ORDER TO MODIFY FINAL 
JUDGMENT AND ORDER 
PURSUANT TO FED. R. elv. P. 60{b) 

17 Plaintiff, the Federal Trade Commission ("Commission" or "FTC"), pursuant to Federal 

18 Rule of Civil Procedure 6D(b), and defendants Jo1m Stefanchik and Beringer Corporation 

19 ("Defendants"), by and through theirattomeys, submit tllis Stipulated Snpplemental Final Order 

20 to Modify Final Judgment and Order Pursuant to Fed. R. Civ. P. 60(b) ("Stipulated Snpplemental 

2 I Order") for approval by this Court in order to resolve the FTC's monetarY claims against the 

22 Defendants arising itom the Final Judgment and Order entered against Defendants on April 3, 

23 2007. 

24 Being fi.1IIy advised in the premises and acting upon stlpulation of the parties to enter this 

25 Stipulated Supplemental Order, the Court finds and orders: 

26 FINDINGS 

27 I. This Court ent.ered a Final Judgment and Ordor For Permanent hljunction and 

28 Other Equitable Relief ("Final Order") against Defendants on April 3, 1007. This Court has 

StipUlated Supplement finnl Order To Modify Finul Judgmenl & Order - Fuge I 

FF.DmtAI.. TlL\DE COMMISSION 
!I1S SOaln!! /\\"1:.; 511. ::!1I~1i 
S~ld:. \\'olJhin~llln !I1!17~ 
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1 jurisdiction under Paragraph X of the Final Order, which provides that the Court retains 

2 jurisdiction of this matter for purposes of construction, modification, and enforcement of the 

3 Final Order. 

4 2. In the Final Order, tbe Court found that uncontroverted evidence established that 

5 Defendants violated Section 5(a) of the Federal Trade Commission Act, 15 U.S.C. § 45(a), and 

6 Sections 310.3(aJ(2)(liiJ and 31O.3(a)(4) of the Telemarketing Sales Rule ("TSR"), 16 C.F.R.. 

7 §§3,10.3(a)(2)(iii) and 310.3(a)(4). 

8 3. Under Paragraph N.A oftbe Final Order, the Court cnreredjudgmcnt for 

9 equitable monetary reliefagaiust Defendants, jointly and severally, and in favor of the FTC in 

10 thc amount of$17,775,369.00, to be paid within ten days of entry of the Final Order. Paragraph 

11 IV.C of the Final Order provides that, in tllC event Defendants fail to pay the Commission the 

12 judgment amount, interest computed at the rate prescribed under 28 U.S.C. § 1691, as amended, 

13 shall immediately begin to accrue on the unpaid balance. 

14 4. The Ninth Circuit Court of Appeals subsequently affirmed this Court'sjudgmcnt 

15 against Defendants and in favor of the Commission. FTC v. SteJallchik, 559 F 3d 924 (9th Cir. 

16 2009). NOlle of tile parties filed a furtllCT appeal ofthat decision and the order is finol. 

17 5. Defendants have not paid any amount of the judgment to the Commission and, 

18 consequeotly, owe the Commission, jointly and severally, the entirc judgment amount of 

19 $17,775,369.00, plus the interest accntcd. On or about May 7, 2007, the Commission filed a 

20 judgment lien against the real property where John StefanchiJc resided at the time of judgment: 

21 9022 Nortll Merecr Way, Merccr Island, Washington. 

22 6. Warwick Properties LLC ("Warwick"), among othcr thiogs, holds title to the real 

23 property located at 9022 North Mercer Way, Mercer Island, Washington (thc"Property"). On or 

24 about October 6, 200S, Warwick filed a petition for rcliefio tllC U.S. Bankruptcy Court for the 

25 Western District ofWashing!on, under Chapter II of Title 11 ofthe U.S. Banltntptey Code. 

26 Defendant John Stefanchik's wife, Heidi Fogg, is the manager and owner of Warwick. To 

27 pursue its judgment lien against the Property, the FTC filed a sccured claim in the Warwick 

28 baukntptcy case, and Wanvick staled tbat it intends to dispntc the Commission's claim. 

Stipulnted Supplement Finnl Order To Modify FinnJ Judgment & Order ~ Pllge 2 

FtlDI!R.\!. TilJ\DIi COMMISSION 
915 50cnnd M:O-.. S1l.2lI9n 
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7. bl addition to filing a secured claim, on December 11,2009, the Commission 

2 filed an adversalYProceeding, naming Warwick, John Stcfanchik and Heidi Fogg as defendants 

3 (the "Adversary Proceeding"). FTC v. WonvickProperiies LLC, el 01., Adversary No. 09-01584 

4 .(Bankr. W.D. Wash.). In the AdversalY Proceeding, the Commissilm made various claims 

5 against Jobn Stefanchik, Heidi Fogg and Warwick, including a reverse veil-piercing claim 

6 alleging that Wanl'ick is a sham or the alter-ego of John Stefanchik. 

7 8. On or about May 10, 2010, the bankroptcy court confirmed Warwick's Fourth 

8 Amended Plan of Reorganization (the "Plan"). Wanvialc's Plan provides for the sale of the 

9 Property and for the distribution of the proceeds of the sale to its creditors. Slarting ill June . 

'10 2010, the marketing and sale of the Property will be eondneted by Olle of the banks holding a 

II secured claim on the Property, or its agents. 

12 9. The Defendants, Heidi Fogg, and Warwick, along with the FTC, have agreed to 

13 resolve th<! claims in the Adversary Proceeding and a potential dispute over the proof of claim 

14 tlle FTC filed in the Warwick Bankruptcy Case, as reflected in the attached stipulated orders 

15 (Exhibits A and B). 

16 10. In addition, Heidi Fogg and Warwick have agreed to be bQund by the tenns of 

17 this Stipulated Supplcmenlal Order and stipulate and agree to entry of this Stipulated 

18 Supplemelllal Order to settle and resolve the Commission's monetary claim against Defendants. 

19 II. Except as modified by this Stipulated Supplemental Order, the Final Ordcr 

20 entered on April 3, 2007, shall remain in full force and effect unless otherwise ordered by this 

21 CalirI. 

22 

23 

24 

25 

26 

27 

28 

12. TIle parties agree that the effective date of this agreement is defined as the date on 

which this Court's order approving tlle Stipulated Supplemental Order becomes final and is not 

subject to appeal. If this Stipulated Supplemental Order is not approvcd by this Court, then thc 

parties also agree that this Stipulated Supplemental Order will automatically terminate and be of 

no further force and effect. 

13. EntlY of tllis Stipulated Supplemental Order is in the pUblic interest 

Stipulnted Supplement Finnl Order To Modify Finnl Judgmenl & Order - Pogt! 3 
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I 

2 

3 

4 

14. The Defendants, Heidi Fogg, and Warwick further waive all rights to appeal or 

otherwise challenge or contest tile validity of this Stipulated Supplemental Order. 

DEFINITIONS 

1. "Adversary Proceeding" means the adversary proceeding the Commission filed 

5 on December 11,2009 in the Warwick Banlauptey Case, naming Warwick, John Stefanchik, and 

6 Heidi Fogg as defendants. FTCv. Warwick Prape/ties LLC. el ai., Adversary No. 09-01584 

7 (BanIO'. W.D. Wash.). 

8 2. "Bankruptcy Courf' means thc U.S. Bankruptcy Court for the Western District 

9 of Washington, which presides over the Wanviek Bankruptcy Case. 

10 3. "Defendants" meaJ)s John Stefancllik, individually and as an officer and director 

11 of Beringer Corporation, and Beringer Corporation, fornlerly d.b.a. The Stefanchilc Organization, 

12 as well as its successors and assigns, whetilCr acting directly or through any corporation, 

13 subsidiary, division, or other device. 

14 4. "Heidi Fogg" means Heidi Fogg andlor Heidi Stefanchik, by any name, 

15 individually and asan officer and manager of Warwick. 

16 5. "Monetary Judgment" means the entire judgment amount of$17,775,369.00, 

17 plus tile interest from Apl'il3, 2007 forward at tbe rate prescribed under 28 U.S.C. § 1961, as 

18 amended, tlmt Defendants, jointly and severally, owe to the Commission nnder the Final Order. 

19 6. "Propel'Iy" means the real property described in the King County real property 

20 records as "Lot 21, SUIlI1ybank" wiib a street address of 9022 North Mercer Way, Mercer Island, 

21 Washington. 

22 7. "Warwick" means Warwick Properties LLC, as well as its successors and 

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

24 

25 

26 

27 

28 

8. "Warwick Bankruptcy Case" means the Chapter 1 J bankruptcy case filed by 

Warwick Properties, LLC, in tlm-U.S. Banlcruptcy Court for tile Western Distlict of Washington, 

Case No. 08-16620. 

FriDEl!..\!. TIL.\OI!CD.\I1>OSSION 
915" S~"nd ,l\l:.Su.l!i91i 
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1 

2 

3 

4 

ORDER 

I. MONETARY JUDGMENT 

IT IS HEREBY ORDERED that: 

A. Defcndants, Fogg, and Warwick agree to partially satisfy the Monetary Judgment 

5 in accordance with thc tcmlS and conditions in Subsections B through D of this Scction. Upon 

6 satisfaction of ,Ill terms and conditions in Subsections B through D, the Monetary Judgment 

7 sball be suspended against Defendants, but remains subject to reinstatement under Section lL 

8 

9 

10 

I 1 

12 

13 

14 

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

Fogg, in accordance with the dircctions provided by the Commission, shall pay to the 

Commission, by wire transfer, certificd check, or money order, nine hnndred thousand dollars 

($900,000.00). In addition, Defendants and Heidi Fogg agrcc to transfer to the Commission all 

of their (singular, collective and/or joint) legal and cquitable lights, title andlor intcrest(s) in the 

funds described in the attached Exhibit C. 

c. WitJJin fivc (5) days from the date of the closing on the sale oftlJe Property 

15 pursuant to the Wam~ck Bankruptcy Case, John Stcfanchik and Heidi Fogg shall fully cooperate 

16 with James G. Murphy, Co. ("JGM") to take such steps as JGM may require to talce full 

17 possession of Ule personal property described in tlle attached Exhibit D, and, 10 entcr into an 

18 agreement with JGM to disposc of said property. Until John Stefanchilc and Heidi Fogg 

19 sutlender possession of the personal property descn'bed in the attached Exhibit D to JGM, they 

20 shall maintain and lake no action to diminish the value of said property. As soon as is 

21 reasonably possible after laking possession of said personal propcrty, JGM shall, in accordance 

22 with the agreement betweeo JGM, John Stefanchik, and Heidi Fogg, liquidate the personal 

23 property. After all of said pcrsonal property has been liquidated, JGM shall account for the net 

24 proceeds derived therefrom, and transfer all such net proceeds to the Commission in accordance 

25 with instnlctions prO\~ded by tlJC COIllmission. 

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

27 Bankl'l1ptcy Court shall have entered, an order in the Bankruptcy Case aUUlOrizing Warwick to 

28 cnter into: a) t11is Stipulated Supplemental Ordel~ b) the Claim Order (as defined below); and the 

Stipulnlcd Supplement Finnl Order To Modiry Finnl Judgment & Order - Pnge 5 

FEOIffiAL 11t."\l:lIi CU\IMIS5JUN 
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1 Judgment and Order (as defined below), which order shall have become final and non-

2 appealable. III addition, the Bankruptcy Court shall have enlered orders: a) allowing the 

3 Commission's claiIp as a secured claim llllder II U.S.C. §§ 502 and 506 in the Wanviek 

4 Bankruptcy Case, and as reflected in the attached order allowing claim (Exhibit A, the "Claim 

5 Order"); and b) resolving the parties c1ainls in the Adversary Proceeding, as reflected in the 

6 Judgment and Order (attached herelo as ExhihitB), both of which orders shall have become 

7 final and non-appealable. 

8 E. Defendants, Heidi Fogg, and Warnick, agree that they will not, whether acting 

9 directly or dlrough any corPoration, partnership, limitcd liability company, division, subsidiary, 

10 trade name, or other entity or device, submit to any federal or state tax authority any tax return, 

1 I amended tax retum, or otllCr official document that takes a deduction for, or seeks a tax refund or 

12 any other tax benefit for, the paymeJlts that are to he made pursuant to Subsections iB and I.C of 

13 this Stipulated Supplemcntal Order. 

14 F. To·ensure compliance with Subsection I.E ofthis Stipulated Supplemental Order: 

15 0) Defendants, Heidi Fogg, and Warwick each shall dcliver to the Commission copies of all of 

16 their respective signed and completed federal and state income tax returns, and all amended 

17 returns Of any), including all related fomls, schedulcs, statements, and attachments, that they file 

18 for each year in which payments are made pursuant to Subsections I.B and I.C of this Stipulated 

19 Supplemental Order. The aforementioned deliveries shall be made to the Commission within ten 

20 (I 0) days aftcr each such return and amended return (if any), is officially filed with tile Internal 

21 Reveuue Service or a state tax authority; and (ii) for cach year in which any paJi ofthe payments 

22 descnbed in Subsections I.B and I.C oftlris Stipulated Supplemental Order are made, the 

23 Defcndants, Heidi Fogg, and Warwick each shall, within thirty (30) days aftcr their respective 

24 final date for filing an amended federal tax return for that year, sign and submit 10 the Internal 

25 Revenue Service ("IRS") IRS Form 4506, along Witll a payment to the lRS of tile Form 4506 

26 fee, directing tlle IRS to send to The Regional Dircctor, FTC Nortllwcsl Region, 915 Second 

27 Avcnue, Suite 2896, Seattle, WA 98174 copies oftllcir respective original tax return and all 

28 amended tax returns (ifany) tlmt they filed with tlle IRS for that year. 

SlipulDled Supplement Finnl Order To Modify Finnl Judgment & Ordt:r- Pnge 6 
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G. . All funds paid to thc Commission pursuant to this Stipulated Supplemental Order 

2 shall bc deposited into a fund administered by the Commission or its designated agent to be used 

3 for equitable relief, including, hut not limited to, consumer restitution and any attendant 

4 expenscs for the administration of any restitution fund. Defendants shan cooperate in 

5 identifyjng and locating consumers entitled to restitution under this Stipulated Supplemental 

6 Order. In the event that direct.restitution to consumers is wholly or partially impracticable or 

7 funds remain afterrestitution is completed, the Commission may apply any remaining funds for 

8 sneh other equitable relief (including consumer information remedies) as it determines 10 be 

9 reasonably related to thc Defendants' practices alleged in thc Complaint. Any funds not used for 

10 such equitablercliefshaJl be deposited to the Treasuryas disgorgement. Defendants, Heidi 

11 Fogg, and Warwick shall be notified as to how the funds are disbursed but shall have no right to 

12 challcnge thc Commission's choice of remedies under this Section of this StipUlated 

13 Supplemental Ordcr. 

14 H. In accordance with 31 U.S.C. § 7701, Defendants, Heidi Fogg, and W3Iwick are 

15 . hereby required, unless Illey have done so already, to furnish to the COlllmission each of their 

16 taxpayer identifying numbers (social seemity numbers or employer identification numbers), 

l7 which shall be used for purposes of collecting and reporting on any delinquent amount arising 

18 out of their relationship with Ille govel1l111cnt; 

19 Defendants, Heidi Fogg, and Wanviek relinquish all dominion, control, and title 

20 to thc funds paid to the fullest extcnt pel1l1itted by law. Defend3l1ts, Heidi Fogg, and WalWicIc 

2l shall make no claim to, or demand tetum of, the funds, directly or indirectly, through counselor 

22 otherwise; and 

23 J.. Defcndants and Heidi Fogg agree that the facts alleged in the Complaint filed in 

24 this action sllall be taken as true without further proof in any banla'uptey case or subsequent civil 

25 litigation pursued by the Commission to enforcc its rights to any payment or moncy judgmcnt 

26 pursuant to this Stipulated Supplemental Order, including, but not limited to, a 

27 nondischargeability complaint in any bankruptcy case. Defendants and Heidi Fogg further 

28 stipulate and agree that I1lC fhcts allcged in the Complaint establish all elements necessary to 

Stipulated Supplement Finnl Order To Mcdiry Final Judgment & Order - Pnge 7 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

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 Bankmptcy 

Code, II U.S.C. § 523(a){2){A). In addition, Defendants and Heidi Fogg agree that ifany of 

them file a petition for reliefor a pctition for relief is filed against them Gointly or separately) 

under II U.S.C. § 101, et seq., BlJd the payment to the Commission under Subsection B above is 

subsequently recovered or avoidcd by the debtor, trustee, or a creditor, the Monetary Judgment 

shall not bc suspended as described in Subscction A above and the Commission will hold an 

allowed, unsecured claim in the bBllkruptcy case in the amount of the Monetary Judgment, plus 

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

II. RIGHT TO REOPEN 

IT IS FURTHER ORDERED that: 

A. By agrccing to this Stipulated Supplemental Order, Defendants, Hddi Fogg, and 

13 Warwick reaffirm and attest to the b.uthfulucss, accuracy, and completeness of the financial 

14 statements that each of them prepared and b.IDlsmitted to the Commission, including the 

15 following: (1) completed individual financial statement for John Stefancllik and Heidi Fogg 

16 (executed on May 25, 20] 0);{2) complcted Corporate Financial Statements for Beringcr 

17 Corporation (executed on May 21,2010) and Warwick Propertics, LLC (executed on June 25, 

18 2010); (3) true Blld correct copies of individual 2007 and 2008 tax returns for John Stefanchilc 

19 and Heidi Fogg, which wcre previously filed with tbelntcmal Revenue Servicc ("IRS"); (4) a 

20 complete list ofJohn Stefanchik's and Heidi Fogg's personal property, including fumishings, 

21 jewelry, and art, which has a potential sale value of, or for which they paid, $2,500.00 or more 

22 per item (lists provided by letters to tbe FTC dated June 14,2010, and July 2,20] 0, and by 

23 electronic mail from Sims Weymuller to Nadine Samter, datcd June 22, 2010); and (5) 

24 Declaration ofJohn Stefanchik (executcd on July ,2010), and tile Exhibits attached thereto 

25 (hercaftcr, collectively rcfcrred to as "Financial Statemcnts")_ The Commission's agreement to 

26 this Stipulated Snpplemental Order is expressly premised upon the b.utilfulness, accuracy, and 

27 completeness of the Financial Statements, which contain material infOlmation upon which tbe 

28 

Stipuloted Supplement Finnl Order To Modify Finn} Judgment &: Order - Pogo 8 
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1 COJlll11issionrelicd in negotiating and agreeing to the terms of this Stipulated Supplemental 

2 Order; 

3 

4 

5 

6 

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, whetber partial or whole, including, but not limited to any jointly held assets. 

C. If, upon motion by tile FTC, this Court finds that any or all of Defendants, Heidi 

7 Fogg or Warwick has t'liled to disclose any material asset, or misrepresented the value of any 

8 asset, or made any other misrepresentation in, or omission from, tbe Financial Statements, then 

9 as to Defendants, any suspension of the Monetary Judgment (in the amount of $17,775,369.00, 

10 plus interest), less amounts already paid, shall be lifted, the Monetary Judgment shall become 

11 iJllmediately due, and interest computed pursuant to 28 U.S.C. § J 961, as amended, shall 

12 continue to accrue on the unpaid balance. Provided, however, that in all other respects, this 

J 3 Stipulated Supplemental Order shall remain in full force and effect unless otlJerwise ordered by 

14 this Court; and 

15 

16 

J7 

18 

19 

20 

2.1 

22 

23 

24' 

25 

26 

2.7 

28 

D. Proccedings instituted under tIlis 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 enforce this Stipulated Supplemental Order. 

1lI. ACKNOWLEDGMENT OF RECEIPT OF 
STIPULATED SUPPLEMENTAL ORDER 

IT IS FURTHER ORDERED that within five (5) business days ofrcceipt ofthis 

Stipulated Supplemental Order as entered by the Court, Defcndants, Heidi Fogg, and Warwick 

must submit to the Commission a tmtllful swam statemeot acknowledging receipt oft:hls 

Stipulated Supplemental Order. 

IV. CONTINUED JURISDICTION 

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

purposes. 

SO ORDERED, tIlis __ dayof ________ " 20JO, at ___ --: 

Slipulnll!d Supplement Finnl Order To Modify Finn! Jud,gmenl & Order - Pugc 9 
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2 

3 

4 

5 NADINE S. SAMTER, WSBA # 23881 
Anomey for Plaintiff 

6 
Federal Trade Commission 

7 915 Second Avenue, Suite 2896 
Seattle, Washington 98174 

8 (206) 220-6350 
Fax: (206) 220-6366 

9 Email: nsamterfal.fte.l!ov 

10 

II 

12~KTI5~~~~~~HlITK,~i~n~d~I'v~idfru;amllvy"arrnd~~ 
rumlllfltcCJrloil' Beringer Corpora tion 

13 

14 

15 
HEIDlFOGG 

16 individually and as an officer manaoer or 
principal of Warwick, LLC' "" 

17 

1.8 

19 

20 

2J JobnsonFiora, PLLC 
2505 Second Avenue, Suite 500 

22 Seattle, WA 98121 
(206) 386-5566 

23 Fax: (206) 682-0675 
Email: www.joi1nsonfiora.com 

24 

26 

27 

28 

The Honorable Ricardo S. Martinez 
United States Distri ct Judge 

FEOliltAl TItJ\DIiCOM~"SlON 
!115 S,C'llnd M". SI1. 2~2/i 
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RECEIVED 07/22/2010 12:09 2066820675 
JUL-22-2010 10:32 From:FORECLDSURE SOLUTIO"' 425~671365 

JOHH50H FLORA 
To; 2066820675 

- , 

2 

3 

4 

5 NADlNE S. SAMTER, WSBA 11 23BB 1 
Attorney for Plilintiff 

(, 
FederAl Trade Commission 

7 9J 5 Second Avenue, Suite 2896 
Seattle, WnshiIjgton 98174 

B (206) 220-6350 
Fox: (206) 220-6366 

9 Ema\]: nsamtor(1i)ftc.gov 

10 

11 
~;;;;;;'kd.;:;:=';~:c--,..-

.12 

13 

14 

15 

16 

17 

1811~~~kk~~::-=--
19 

20 
21 Johnson Flom, PLLC 

2505 Second Avenue, Suite 500 
22 Seattle, WA 98121 . 

(206) 386·5566 
23 Fox: (206) 682-0675 

Email: www.jl1bnsonfiorn,[mm 
24 

25 

26 

27 

28 

The l'Jonoroble Ricordo S. Mortinez 
UnitccJ StHlosDjsmcl.1udg~ 
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CERTIFICATE OF SERVICE· 

2 I hereby certifY that on ______ , 201 0, I served the foregoing STIPULATED 

3 SUPPLEMENTAL FINAL ORDER TO MODIFY FINAL JUDGMENT AND ORDER 

4 PURSUANT TO FED. R. CIY. P. 60(b), and the Exhibits attacbed thereto, by eleetl'Onic mail 

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

6 SIMS WEYMULLER, WSBA # [insert] 

7 Johnson Flora, PLLC 

8 2505 Second Avenue, Suite 500 

Seattle, WA 98121 

9 (206) 386-5566 

10 Fax: (206) 682-0675 

Email: www.jolmsonfiora.com 

11 Attorney for John Stefallchik, Beringer Corp., 

12 and Heidi Fogg 

13 
MlCHAEL ROSENBERGER, WSBA # [insert] 

14 Gordon Tilden Thomas & Cordell, LLP 

15 1001 FourthAvcnue,Suile400 

Seattle, WA98154-1007. 

16 (206) 467-6477 

17 Fax: (206) 467-6292 

Email: mrosenberger@gordoIllildell.com 
18 

19 Dated: ____ ,2010 

20 

21 

22 

23 

24 

25 

26 

27 

28 

s/Nadille Samler 

Nadine Sam!er 
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1 The Honorable Marc L. Barreca 
Chapter 11 

--..... ~ ..... 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

"J5 

InRe: 

UNITED STATES BANKRUPTCY COURT 
FOR THE WESTERN DISTRICT OF WASHINGTON 

Warwick Properties LLC, Case No. 08-16620 

ORDERALLOvnNGSECURED 
CLAIM OF FEDERAL TRADE 
COMMISSION 

Debtor-in-possession. 

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 
16 . • 

allowing the secured claim of the FTC (the "Order") in this case. 
17 

18 

19 

20 

21 

22 

23 

24 

25 

26~ 

27 

JURISDICTION AND VENUE 

L This Court has subject matter jurisdiction pursuant to 28 U.S.CO §§ 157 and 1334. 

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

2. Venue in the WestemDistrict of Washington is proper under 28 U.S.C. § I409(a). 

THE PARTIES 

3. The FTC is an independent agency of the United States gove=ent created by 

statute. 15 U.S.C. §§ 41-58. The FTC is charged, infer alia, with enforcement of Section 5ea) 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 aroended, which prohibits c!eceptive or abusive t!,!lemarketing acts or practices. 

Judgment and Order- Page 1 
28 
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1 The Commission is authorized to initiate federal district court proceedings to 

___ .2._ ~!!iQ)g.:vi.91!!gQg~.9.f:t;l).~. TIt;; A~~ ?!!fl .. 1!J." .T.flkm~!<tmg.;;,\1J.§ .R!!l.e, ,<!!!.(jJg .s~9!!f!! .. ~_q~g.!lSll!t!f!]Jl~_,. ___ . __ , __ 

3 relief as may be appropriate in each case, including restitution for llljured consumers. 15 U.S.C. 

4 §§ 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 

6 judgment the Commission obtained against Stefanchik, and others, in the United States D~ct 

7 Court for the Western District of Washington in the case Federal Trade Commissionv. 

8 Stefanchik, et ai., Case No. 2:04-cv-01852-RSM (W.D. Wash..) (the "Stefanchilc Case"). 

9 

10 

WarwiclcProperties LLC is a chapter I I Debtor in this case. 

Heidi Fogg is the manager of the Debtor and the spouse ofStefancbilc. Fogg 

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

12 8.' John Stefanchilc is the spouse of Fogg and a defendant 'in the Stefancbilc Case. 

13 Stefancbilc currently resides at: 9022 North Mercer Way, Mercer Island, Washington 98040. 

14 

15 

FINDINGS 

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

16 District Court for the Western District of Washington (the "District Court") against Stefanchik, a 

17 corporation he organized, Beringer Corporation ("Beringer"), and several other defendants. 

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

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

20 FTC's claims against them. 

21 10. On April 3, 2007, the FTC obtained ajudgment against Stefanchik and Beringer 

22 in the amQunt of$17,775,369. Stefanchik and Beringer subsequently appealed the District 

23 Court's ruling. 

24 11. The Ninth Circuit Conrt of Appeals affirmed the District Court's judgment against 

25 Defendants. FTC v. Stefanchik, 559 F.3d 924 (9th Cir. 2009). None of the parties filed a further 

26 

27 
Judgment and Order- Page 2 
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1 appeal of that decision and the order is finaL The full amount of the judgment awarded to the 

__ . ___ --.7_ .C.Qmm.i§?!Q.I1.$1.7.,Z',7,5.;!'7.2 plWl.irltI;I§ID:.x!!.mrU!m.p.l1tstmJdil;!K1!!lJtf..!WY.=, ZOEl. ....... _ ........... __ ... _ .... _ ...... _._. 

3 12. On May 7, 2007, while the appeal was pending, and shortly after the District 

4 Court's·ruling, the Commission filed a judgment lien on the home where Stefanchik resided at 

5 the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the "Mercer 

6 Island Property"). The Mercer Island Property is currently titled in the name of Warwick. 

7 Accordingly, the Commission filed a secured claim in Warwick's bankruptcy case. In addition, 

8 the Commission filed an adversary proceeding against Warwick, Stefancbik and Heidi Fogg 

9 (collectively, "Defendants") in December 2009 and asserted various claims against them, 

10 including a reverse veil-piercing claim in.which the Commission alleged that Warwick is a sham 

11 or the alter-ego of John Stefanchik. 

12 l3. On or about May 10, 2010, this Court confirmed Wruwick's Fourth Amended 

·13 Plan of Reorganization (the "Plan,,). Warwick's Plan provides for the sale of the Property and 

14 for the distribution of the proceeds of the sale to its creditors. 

15 14. As part of the resolution of all claims among the Defendants and the FTC, the 

16 parties have agreed to consensually resolve the claims the Commission asserted in the adversary 

17 proceeding. In addition, the parties have agreed to resolve all claims related to the Commission's 

18 proof of claim filed in this case, as reflected in this Order. 

19 15. This Order represents a fair and equitable compromise of the claims at issue in 

20 this case, and it is a critical part of the parties' overall resolution of claims among the 

21 Commission and Defendants in the Stefancbik Case. See Exhibit A (Stipulate.d Supplemental 

22 Order). 

23 16. The Defendants further waive all rights to appeal or otherwise challenge or 

24 contest the validity of this Order. If, however, an appeal of this Order is filed by an interested 

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

26 andlor in prosecuting any claims that may arise as a result of such an appeal. Defendants waive 

27 
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1 any rights to attorneys' fees that might otherwise arise in the course of defending this Order on 

___ , ___ ~_ .a.pp~, , .. 

3 DEFINITIONS 

4 1. "Defendants" means John Stefanchik, individually and as an officer and diJ:ector 

5 of Beringer Corporation, fonnedy cLb.a. The Stefanchik Organization, as well as its successors 

6 and assigns, whether acting directly or through any corporation, subsidiary, division, or other 

7 device. 

8 2. "Fogg" means defendant Heidi Fogg and/or Heidi Stefanchik, by any name, 

9 individually and as an officer and manager ofWanvick. 

10 3. "Monetary Judgment" means the entire judgment amount of$17,775,369.00, 

·.Il plus the interest from April 3, 2007 forward at the rate prescribed under 28 U.S.C. § 1961, as 

12 amended, that Defendants, jointly and severally, owe to the Co=ission in Federal Trade 

13 Commission". SteJanchik, et ai., Case No. 2:04-cv-0 1852-RSM (W.D. Wash.). 

14 4. "Property" means the real property descnoed in the King County real property 

15 records as "Lot 21, Sunnybank", whose street address is 9022 North Merc!"r Way, Mercer Island, 

16 Washington. 

17 

18 

5. 

6. 

"Stef.'1nchik" means defendant John Stefanchik. 

IfStefanchik Case" means the enforcement action the Commission filed against 

19 Stefanchik, and others, in the United States District Court for the Western District of 

20 Washington: Federal Trade Commission v. SteJanchik, et ai., Case No. 2:04--cv-01852-RSM 

21 (W.D. Wash.). 

22 7. "Warwick" means Warwick Properties LLC, as well as its successors and 

23 assigns, whether acting directly or tllfOUgh any corporation, subsidiarY, division, or other device. 

24 

25 

26 

27 
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1 ORDER 

--_ ... _&- _ .. "" ... ' ., 

3 A. Warwick stipulates to the Commission's claim as a secured claim under II U.S.C, 

4 § § 502 & 506 in this case in the amount of Seventeen Million, Seven Hundred and Seventy-Five 

5 Thousand, Three Hundred and Sixty-Nine Dollars ($17,775,369.00), plus interest, but less any 

6 amount paid to the Commission in the Stefanchik Case (the "Claim"). Accordingly, by entry of 

7 this Order, the Court allows the Commission's Claim as a secured claim under 11 U.S.C. §§ 502 

8 & 506 in this case. 

9 B. In addition, the FTC's Claim in this case, which was classified as a Class Seven 

10 Claim under Warwick's Fourth Amended Plan of Reorganization, will be paid after payment of 
fDI.I.V" ~ ~ 'P>JA. . 

11 Classes One through 'HH:eelland only to the extent Class One claims are allowed claims which 

12 have been approved by the Bankrupt,cy Court.. Fogg and Warwick further awee that any Class 

13 One claim that Fogg mayor will submit to this Court for approval will not exceed $1,000. In 

14 addition, Stefanchik agrees uot to file any claims in this case on behalf ofbimself, Fogg or any 

15 other entities managed, directed or controlled by either or both of them. 

16 C. .If: a) the Property is sold to a person Of entity other than one in which any or all 

17 of the Defendants, Fogg, Warwick, and/or any successors, heirs, assigns or entities related to or 

18 controlled hy any or all of the Defendants, Fogg and/or Warwick retain an interest, and sufficient 

19 proceeds from the sale exist to pay the Commission's Claim (in part or infuI1) under the 

20 Warwick Fourth Amended Plan of Reorganization; and b) the Defendants, Fogg and Warwick 

21 otherwise satisfY the terms of this Stipulated Supplemental Order, then the Co=ission will 

22 release its lien on the Property. If, however, the purchaser of the Property (in. whole or in part) is 

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

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

25 Warwick retain an interest, the Comrnissio~ will retain its lien on the Property until the Monetary 

26 Judgmentis satisfied, 

27 
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1 IT IS FURTHER-ORDERED that this Court will retain jurisdiction of this matter for all 

____ . '." !-.. p.NPo.~.es ... 

3 Dated: July ---' 2010 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 
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Nsarnter@:ftc.gov 

500 Street 
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1 

3 

4 

5 

6 

7 

The Honorable Marc L. Barreca 
Cbapter 11 

. UNITED STATES BANKRUPTCY COURT 
FOR THE WESTERN DISTRICT OF WASHINGTON 

811 _________________________ ~ 

9 

10 

11 

12 

InRe: 

Warwick Properties LLC, 

Debtor-in-possession. 

Case No. 08-16620· 

13 Federal Trade Commission, Adversary Proceeding No. 09-01584-TTG 

14 

15 v. 

Plaintiff, 
JUDGMENT AND ORDER 

16 Warwick Properties LLC, 
1 T Heidi Fogg, and John Stefanchik, 

18 

19 

20 

Defendants. 

PlalntiffFederal Trade Commission ("FTC" or "the Commission"), and defendants 

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

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

22 resolve the FTC's chums agaInst the Defendants. 

23 

24 
1. 

JURISDICTION AND VENUE 

This Court has subject matter jurisdiction pursuant to 28 U.S.C. §§ 157 and 1334. 

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

26 2. Venue in the Western District ofWashingron is proper under 28 U.S.C. § 1409(a). 
27 
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1 3. This Adversary Proceeding relates to lIZ re Warwick Properties LLC, Chapter II 

2 Case No. 08-16620 (Baokr. W.D. Wash.), now pending in this Court (the "Bankruptcy Case") . . _ ........ , ... - . - .. . . ...,.... . -' .. ..... . . ,'._.. .. _.. ..... ,. - .. .. ... . . .... ..'. 
3 The FTC is a creditor with a secured claim against the Debtor as a result ofajudgment the 

4 Commission obtruned against Stefanchilc, and others, in the United States District Court for the 

5 Western District of Washington in the case Federal Trade Commission v. Stefanchik., et aZ., Case. 

6 No.2:04-cv-01852-RSM (W.D. Wash.) (the "Stefanchik Case"). 

7 THEPARTmS 

8 4. . - The FTC is an independent agency of the United States government created by 

9 statute. 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 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 i~ authorized to initiate federal district court proceedings to 

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

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 

-18 

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

Heidi Fogg is the manager ofthe Debtor and the spouse of Stefanchik. Fogg 

19 currently resides at: 90?? North Mercer Way, Mercer Island, Washington 98040. 

20 8. Jolm 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 9. On August 24, 2004, the Commission filed a compl<rint in the United States 

24 District Court for the Western District of Washington (the "District Court") agrunst Stefanchilc, a 

25 corporation he organized., Beringer Corporation ("Beringer"), and several other defendants. 

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

27 
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1 defendants except Stefanchik and Beringer entered into stipulated judgments to resolve the 

2 FTC's clairos against them. 
__ ._ •• • • •• .._ •••• ••• ".. • • _. •• ' ••• '" _ .... __ " • OM • 

3 10. On April 3, 2007, the FTC obtained ajudgment against Stefanchilc and Beringer, 

4 jointly and severally, in the amount oUI7,775,369. Stefanchik and Beringer subsequently 

5 appealed the District Court's ruling. 

6 11. In March 2009, the U.S. Court of Appeals for the Ninth Circuit affirmed the 

7 Commission'sjudgment against Stefanchik and Beringer as to both liability and monetary relief 

8 See Federal Trade Comm 'n v. Steftmchik, 55~/F.3d 924 (9th Cir. 2009). 

9 12_ The full amount of the judgment awarded to the Commission, $17,775,379 plus 

10 interest (the "Judgment"), remains outstanding as ofJuly_, 2010. 

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

12 Court's ruling, the Commission filed 8. judgment lien on the home where Stefanchik reSided at 

13 the time of the judgment: 9022 North Mercer Way, Mercer Island, Washington (the "Mercer 

14 Island Property"). 

15 14. The Mercer Island Property is currently titled in the name of Warwick. 

16 Accordingly, the Commission filed a secured clairo in Warwick's Bankruptcy Case. 

17 15. In addition, the Commission asserted various claims against Defendants in tlns 

18 adversary proceeding, including a reverse veil-piercing clairo in which the Commission alleged 

19 that Warwick is a sham or the alter-ego of John Stefanchik andlor Heidi Fogg. 

20 , 16. The parties to the adversary proceeding have agreed to consensually resolve the 

21 FTC's c1airos in this case. Further, the parties have agreed to resolve all claims related to the 

22 Commission's proof of claim filed in the Bankruptcy Case. 

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

24 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 Stefanchilc Case, See Exhibit A (Stipulated 

26 Supplemental Order). 
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1 18. The Defendants further waive all rights to appeal or otherwise challenge or 

.... 4 ... ~P.rl~~~f 'fue x!lJi9ity of 1h.l~ Dreier, .rr,. bOWf?~e.r;, .<I!1.<lpp.eal of.1h{s .Orel\';ris.filed, by an .in,te@~erJ ...... 

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

4 andlor in prosecuting any claims that may arise as a result of such an appeal. Defendants waive 

5 any rights to attDDJeys' fees that might Dtherwise arise in the cDurse Df defending this Order on 

6 appeal. 

7 ORDER 

8 IT IS HEREBY ORDERED that 

9 A. The debtor, Warwick, has authDrity tD enter into and execute this Judgment and 

10 Order under 11 u.s.c. § 11 07 and Bankruptcy Rule 9019; and 

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

12 Accordingly, defendant Warwick is liable, jointly and severally, along with defendant Stefancbik 

13 on the Judgment awarded in favor Dfthe Commission in the Stefanchik Case, plus interest from 

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

15 IT IS FURTHER ORDERED that this CDurt will retainjurisdiction of this matter for all 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

purposes. 

Dated: July _, 201 0 
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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 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 Financial Statement relate to 
transfers of funds from corporations controlled by John Stefanchik, including, but 
not limited to, North American Verification, Inc., Beringer Corporation, FIS Trust, 
and Jordan, LLC, to corporations and individuals, including, but not limited to, 
Paragon Dynamics, Inc., Silver Oak Services, James Fontano, and Jay Swab. 
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EXHlBITD 
List of Personal Property to be Sold at Auction 

Item 
Square Table with 4 Stools 
Chaise Longue 
Area Rug (Living Room) 
Area Rug (Dining Room) 
Area Rug (Bedroom) 
PooliBillliards Table 
Adam Shaw painting (54"x 50") 
Adam Shaw painting (64" x 70") 
Calder Print 

.Jewelry 

Mildmoto Pearl Necldace (18" strand) 
Tahitian Pearl Earriogs 
Cabochon Ruby Ring 
Perionite Ring 
Pearl and gold necldace 
gold tennis bracelet 
two Raymond Wei! watches 

Stipulated Supp. Order to Modify - EX,.D 

Est. Resale Value 
$1000.00 
$1066.67 
$1000.00 
$3166.67 
$3166.67 
$1500.00 
$6000.00 
$9000.00 
$6000.00 
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