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IN THE UNI TED STATES DI STRI CT COURT
FOR THE DI STRI CT OF ARI ZONA

No. 2:99-cv-01637 - JAT
FEDERAL TRADE COVM SSI ON,

Plaintiff,
(Proposed)
VS. FI NAL JUDGVENT AND

ORDER FOR PERNMANENT

LI BERTY DI RECT, | NC. , I NJUNCTI ON AGAI NST DEFENDANTS
LI BERTY DI RECT, | NC. ,
PAUL L. WGES, AND DAVID C.

PAUL L. WGGES, individually FURNI A

and as an officer of Liberty

Direct Inc., and

DAVID C. FURNI A, individually
and as an officer of Liberty
Direct, Inc.,

Def endant s.

For good cause shown, including that found in the
Stipulation for Entry of Final Judgnent and Order for Permanent
| njunction Agai nst Defendants Liberty Direct, Inc., Paul L.
Wggs, and David C. Furnia, this Court hereby orders the O erk of

this Court to enter the follow ng Order agai nst the defendants:
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1. This Court has jurisdiction of the subject matter of
this case and of the parties consenting hereto;

2. Venue is proper as to all parties in the D strict of
Ari zona;

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

4. The Conplaint states a claimupon which relief may be
grant ed agai nst defendants under Sections 5, 13(b), and 19 of the
FTC Act, 15 U.S.C. 88 45(a), 53(b), and 57b, and the TSR, 16
CF.R Part 310;

5. The Comm ssion and defendants stipulate and agree to
entry of this Order freely, w thout coercion, and w thout trial
or final adjudication of any issue of fact or law, to settle and
resolve all matters in dispute arising fromthe Conplaint through
the date of entry of this Order. By entering this stipulation
def endant s acknow edge that each understands the provisions of
the Order are prepared to abide by them but do not admt any of
the allegations set forth in the Conplaint other than
jurisdictional facts;

6. The defendants have waived all rights that may arise
under the Equal Access to Justice Act, 28 U S.C. § 2412, anended
by Pub. L. 104-121, 110 Stat. 847, 863-64 (1996);

7. The defendants have al so waived all rights to seek
appel l ate review or otherwi se challenge or contest the validity
of this Order, and have further waived and rel eased any claim
t hey may have agai nst the Conm ssion, its enpl oyees, and agents;

and
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8. Entry of this Oder is in the public interest.
| T | S HEREBY ORDERED, ADJUDGED AND DECREED as fol |l ows:
DEFI NI TI ONS

1. *“Defendants" mean Liberty Direct, Inc. dba Liberty
Credit Card Protection, Potomac Service Conpany, Ascendi x
Sem nars, Source One, Inc., and Liberty Credit Card Protection
Conpany; Paul L. Wggs; and David C. Furnia; their successors and
assigns, and their agents, enployees, officers, and servants, and
t hose persons in active concert or participation with each of
them who receive actual notice of this order by personal service
or ot herw se.

2. “Corporate Defendant” neans Liberty Drect, Inc., dba
Liberty Credit Card Protection, Potonmac Service Conpany, Ascendi x

Sem nars, Source One, Inc., and Liberty Credit Card Protection
Conpany.

5. “Tel emarketing” means a plan, program or canpaign that
is conducted to induce the purchase of goods or services by use
of one or nore tel ephones and i nvol ves nore than one interstate
t el ephone call made to or from any custoner, provided however,
that “tel emarketi ng” does not include tel ephone calls in which
the sal e of goods or services is not conpleted, and paynment or
aut hori zation of payment is not required, until after a face-to-
face sales presentation by the seller or the seller’s agent.

6. “Credit Card Protection” neans the advertisenent,
pronotion, offering for sale, or sale of any product or service
represented to register credit or debit accounts, including

credit card accounts, or protect, indemify, or reinburse the
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hol der of a credit or debit account agai nst unauthorized use or
char ges.

. BAN ON SELLI NG OR MARKETI NG CREDI T CARD PROTECTI ON

| T 1S THEREFORE CRDERED t hat defendants are permanently
restrai ned and enjoined fromengaging in, receiving any
remuner ation of any kind whatsoever from holding any ownership
interest, share, or stock in, or serving as an officer, director,
trustee of, or consultant or advisor to, any business entity
engaged in, in whole or in part, credit card protection.

1. BOND TO ENGACGE | N TELEMARKETI NG

| T I F FURTHER ORDERED t hat each defendant, in connection
wi th any busi ness where (1) any of the defendants, individually,
or in conbination with any of the other defendants, is the
maj ority owner of the business or directly or indirectly controls
t he busi ness, and where (2) the business is engaged in
tel emarketing or assisting others engaged in telemarketing, is
permanently restrained and enjoined fromfailing to obtain a
performance bond in the principal sumof ONE M LLION DOLLARS f or
each corporation, subsidiary, division, partnership, sole
proprietorship, or other device, prior to the start of any
telemarketing activity by any such entity:

A.  This bond shall be conditioned upon conpliance with
Section 5 of the FTC Act, 15 U.S.C. 8§ 45, the provisions of this
Order, the TSR, or any other statute enforced by the Conmm ssion.
The bond shall be deenmed continuous and remain in full force and
effect as long as the defendant continues to engage in the
busi ness of advertising, pronoting, offering for sale, sale, or

distribution of any product or service while utilizing
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tel emarketing as a neans of achieving the sale, and for at | east
three years after the defendant has ceased to engage in such

busi ness activity. The bond shall cite this Order as the subject
matter of the bond, and shall provide surety thereunder against
financial loss resulting fromany violation of Section 5 of the
FTC Act, 15 U. S.C. 8§ 45, the provisions of this Oder, the TSR
or any other statute enforced by the Comm ssion;

B. The performance bond requirenent pursuant to this
section shall be an insurance agreenent providing surety for
financial |oss issued by a surety conpany that is admtted to do
busi ness in each of the states in which the defendant is doing
busi ness and that holds a Federal Certificate of Authority As
Acceptabl e Surety on Federal Bond and Reinsuring. Each such
performance bond shall be in favor of both (i) the Federal Trade
Comm ssion for the benefit of any consunmer injured as a result of
any violation of Section 5 of the FTC Act, 15 U.S.C. § 45, any
provision of this Order, the TSR or any other statute enforced
by the Comm ssion nmade whil e engaged in the business of selling
products or services through tel emarketing, and (ii) any consuner
SO i njured;

C. The bond requirenent pursuant to this section is in
addition to, and not in lieu of, any other bond required by
federal, state, or local |aw

D. The defendant shall provide a copy of the bond required
by this section to the Assistant Regional Director of the FTC s
Western Region - Los Angeles at the address specified in Section
| X(E) at |east ten days before comrenci ng any busi ness that

advertises, pronotes, offers for sale, sells, or distributes any
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product or service while utilizing tel emarketing as a neans of
achi eving the sale;

E. The defendant shall not disclose the existence of the
performance bond to any consuner, or other purchaser or
prospective purchaser of any product or service that is
advertised, pronoted, offered for sale, sold, or distributed via
tel emarketing, w thout also disclosing clearly and prom nently,
at the sane tine, “AS REQUI RED BY ORDER OF THE UNI TED STATES
DI STRI CT COURT I N SETTLEMENT OF CHARGES THAT DEFENDANTS ENGAGED
I N FALSE AND M SLEADI NG REPRESENTATI ONS | N THE PROMOTI ON AND SALE
OF CREDI T CARD PROTECTI ON’;

F. The Comm ssion may execute agai nst the performance bond
if it denonstrates to this Court by a preponderance of the
evidence that, after the effective date of this Order, the
def endant has, individually, or in connection wth any
corporation, subsidiary, division, partnership, or sole
proprietorship, in which defendant holds an ownership interest,
shares, or stock, or in which they serve as an officer, director,
or trustee:

1. Msrepresented any fact directly or by inplication,
in violation of Section 5 of the FTC Act, 15 U. S.C. § 45, or the
TSR, 26 CF.R Part 310;

2. Violated the terns of this Oder, the TSR or any
statute enforced by the Conm ssion; or

3. Failed to render any required perfornmance that
results in financial loss to any consuner, in connection with the
advertising, pronoting, offering for sale, sale, or distribution

of any product or service while utilizing telemarketing as a
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means of achieving the sale; and

G Proceedings instituted under this section are in
addition to, and not in lieu of, any other civil or crimnal
remedi es as may be provided by |aw, including any ot her
proceedi ngs the Commission may initiate to enforce this Order.

[11. PROH Bl TED BUSI NESS PRACTI CES

| T 1S FURTHER ORDERED t hat defendants in connection with the
sal e of any product or service are hereby restrained and enjoi ned
from

A. Msrepresenting an affiliation with a consuner’s credit
card issuer or any other third party;

B. Representing that consuners are |liable for unauthorized
charges on their credit card accounts in excess of the $50 limt
set forthin 15 U S.C. § 1643 and 12 CF.R § 226.12(b);

C. Msrepresenting that a consuner has purchased or has
agreed to purchase a good or service, and therefore owes noney to
the seller;

D. Consunmmating a sale for credit card protection or any
other credit related product or service over the tel ephone;

E. Failing to comply with the TSR, 16 C.F. R Part 310, as
set forth in Attachnent A or as anended;

F. Debiting a consuner’s credit card or checking account
prior to possessing a signed, original, witten authorization for
the particular debit fromthe consuner on the form attached
hereto as Attachnent B;

G Msrepresenting facts pertaining to consuners’ credit-
related rights or obligations under the |aw

H Msrepresenting that consuners have been pre-approved
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for, or are likely to obtain, an extension of credit; and

|. Msrepresenting any other fact material to a consunmer’s
deci sion to purchase a good or service.

V. DI STRI BUTI ON OF CUSTOVER RECORDS

| T IS FURTHER ORDERED t hat defendants are hereby permanently
restrained and enjoined fromproviding to any person, except
agents of the Conm ssion or other |aw enforcenent authorities,

t he name, address, telephone nunber, or credit card or bank
account nunber of any consuner who provided such information to
defendants in connection with the sale of any credit rel ated
product or service; provided, however, that defendants may
provi de such information if required to do so by court order.

V. RECORDI NG OF SALES CALLS

| T 1S FURTHER ORDERED that, in the event that defendants or
their agents record any conversation with a consunmer to verify or
confirmthat a consuner is agreeing to purchase any service or
product, defendants are permanently restrained and enjoined from
accepting or processing such purchases unless the recording neets
the followng criteria:

A After obtaining permssion fromthe consuner to record
the conversation, the recording shall reflect the entirety of the
conversation

B. The recordi ng nust include clear, conplete, and
under st andabl e di scl osures of all material terns of the purchase,
and the consuner’s express agreenent to such terns. The materi al
ternms disclosed in the recorded conversation shall be consistent
with any information previously disclosed to the consuner.

Material terns include, but are not limted to:
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1 A description of the service or product;
2 The cost of the service or product;
3. The anount of any recurring charges;
4 Limtations on any right to obtain a refund; and
5. The business nane, address, and tel ephone nunber to
whi ch the consuner may address any questions or conplaints.
This section shall not affect any obligation to conply with
any federal, state, or local |aw regarding the recordi ng of
t el ephone conversati ons.
VI. COW SSION' S RELI ANCE ON DEFENDANT' S REPRESENTATI ONS
The Comm ssion’s agreenent to this Order is expressly
prem sed upon the truthful ness, accuracy, and conpl eteness of the
financial condition of each defendant, as represented in (1) the
financial statenents of each that were executed on
April 19, 2000 (Liberty), February 17, 2000 (Wggs), and February
17, 2000 (Furnia), and (2) the docunents that were submtted by
defendants that are listed in Attachnent C, upon which the
Comm ssion relied in negotiating and agreeing to the terns of
this Oder. [If, upon notion by the Comm ssion, this Court finds
that any defendant failed to disclose any material asset, or
materially m srepresented the value of any asset, or nade any
other material msrepresentation in or om ssion fromthe
defendant’s financial statenent or the submtted docunents, the
Court shall enter judgnent against that defendant, in favor of
t he Commi ssion in the ambunt of $3,633,333, which is intended to
represent the total anmount of defendants’ unjust enrichment, and
which will becone i medi ately due and payable. For purposes of

this section and any subsequent proceedi ngs, including but not
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limted to a non-dischargeability conplaint filed in a bankruptcy
proceedi ng, each defendant waives any right to contest any of the
all egations in the Comm ssion’s Conpl ai nt.
VI1. MONI TORI NG COVPLI ANCE OF SALES PERSONNEL
| T 1S FURTHER ORDERED t hat defendants, in connection with
any business where (1) any of the defendants, individually, or in
conbination with any of the other defendants is the majority
owner of the business or directly or indirectly controls the
busi ness and where (2) the business is engaged in tel emarketing,
or assisting others engaged in tel emarketing, are hereby
permanent|ly restrained and enjoi ned from
A. Failing to take reasonable steps sufficient to nonitor
and ensure that all enployees and i ndependent contractors engaged
in sales or other custonmer service functions conply with the
restrictions placed on defendants by Sections | - |1l of this
Order, the FTC Act, and the TSR  Such steps shall include
adequate nonitoring of sales presentations or other calls with
custoners, and shall also include, at a mninmum the foll ow ng:
1. Listening to oral representations made by persons
engaged in sales or other customer service functions;
2. Establishing a procedure for receiving and
respondi ng to consuner conpl ai nts;
3. Ascertaining the nunber and nature of consuner
conpl aints regarding transactions in which each enpl oyee or
i ndependent contractor is involved; provided that this section
does not authorize or require defendants to take any steps that
violate any federal, state, or l|ocal |aws;

B. Failing to pronptly and fully investigate any consuner
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conpl ai nt received by any business to which this section applies;
and

C. Failing to take corrective action with respect to any
sal es person whomthe defendant determnes is not conplying with
the conditions stated in this Order. Such corrective action may
i nclude training, disciplining, and/or term nating such sal es
person.

VI11. RECORD KEEPI NG PROVI SI ONS

| T 1S FURTHER ORDERED that, for a period of five years from
the date of entry of this Order, defendants, in connection with
any business where (1) any of the defendants, individually, or in
conbination with any of the other defendants is the majority
owner of the business or directly or indirectly controls the
busi ness and where (2) the business is engaged in tel emarketing,
or assisting others engaged in tel emarketing, are hereby
restrained and enjoined fromfailing to create, and fromfailing
toretain for a period of three years follow ng the date of such
creation, unless otherw se specified:

A Books, records and accounts that, in reasonable detail,
reflect the cost of goods or services sold, revenues generated,
and the di sbursenent of such revenues;

B. Records that reflect: the nanme, address, and tel ephone
nunber of each person enployed in any capacity by such business,
i ncludi ng as an i ndependent contractor; that person's job or
position; the date upon which the person conmenced work; and the
date and reason for the person's termnation, if applicable. The
busi nesses subject to this section shall retain such records for

any term nated enpl oyee for a period of two years follow ng the
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date of term nation

C. Records that reflect the nanes, addresses, phone
nunbers, dollar anmounts paid, quantity of itens or services
pur chased or provided, and description of itenms or services
purchased or provided for all consumers to whom such busi ness has
sold or provided any goods or services;

D. Records that reflect, for every consunmer conpl aint or
refund request, whether received directly or indirectly or
t hrough any third party:

1. The consuner's nane, address, telephone nunber and
the dollar anmobunt paid by the consuner;

2. The witten conplaint or refund request, if any,
and the date of the conplaint or refund request;

3. The basis of the conplaint, including the nanme of
any sal esperson conpl ai ned agai nst, and the nature and result of
any investigation conducted concerning any conpl ai nt;

4. Each response and the date of the response;

5. Any final resolution and the date of the
resol ution; and

6. In the event of a denial of a refund request, the
reason for the denial; and

E. Copi es of all sales scripts, training materi al s,
advertisenents, or other marketing materials utilized; provided
that copies of all sales scripts, training materials,
advertisenments, or other marketing materials utilized shall be
retained for three years after the |l ast date of dissem nation of

any such material s.
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| X. COVPLI ANCE REPORTI NG BY DEFENDANTS

| T 1S FURTHER ORDERED that, in order that conpliance with
the provisions of this Order nmay be nonitored:

A For a period of five years fromthe date of entry of
this Order, each individual defendant shall notify the Comm ssion
of the follow ng:

1. Any changes in his residence, mailing addresses,
and tel ephone nunbers, within ten days of the date of such
change;

2. Any changes in his enploynent status (including
self-enploynent) within ten days of such change. Such notice

shal | include the name and address of each business that he is
affiliated wwth or enployed by, a statenent of the nature of the
busi ness, and a statenent of his duties and responsibilities in
connection wth the business or enploynment; and

3. Any proposed change in the corporate structure of
any corporate defendant, or any proposed change in the structure
of any business entity owned or controlled by either individual
def endant, such as creation, incorporation, dissolution,
assi gnnent, sale, nerger, creation, dissolution of subsidiaries,
proposed filing of a bankruptcy petition, or change in the
corporate nane or address, or any other change that may affect
conpliance obligations arising out of this Order, thirty days
prior to the effective date of any proposed change; provided,
however, that, with respect to any proposed change in a business
entity about which either individual defendant |earns of |ess
than thirty days prior to the date such action is to take pl ace,

he shall notify the Comm ssion as soon as is practicable after
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| earni ng of such proposed change;

B. For a period of five years followng the date of entry
of this Order, each defendant shall notify the Conm ssion, within
ten days of obtaining or divesting an ownership interest in such
busi ness entity, the nane, address, telephone nunber, and the
def endant’ s percentage of stock owned or ownership interest in,
any publically traded business entity that has engaged or does
engage, in whole or in part, in credit card protection;

C. One hundred eighty days after the date of entry of this
Order, each defendant shall provide a witten report to the
Comm ssion, sworn to under penalty of perjury, setting forth in
detail the manner and formin which the defendant has conplied
and is conplying with this Order. This report shall include but
not be limted to:

1. The defendant’s current residence address and
t el ephone nunber;

2. The defendant’s current enploynent, business
addresses and tel ephone nunbers, a description of the business
activities of each such enployer, and responsibilities for each
enpl oyer;

3. A copy of each acknow edgnent of receipt of this
Order obtained by the defendant pursuant to Section XlI;

4. A statenent describing the manner in which the
def endant has conplied and is conplying with the injunctive
provisions of this Order (Sections |-V);

D. Upon witten request by a representative of the
Conmi ssi on, each defendant shall submt additional witten

reports (under oath, if requested) and produce docunents on
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fifteen days' notice with respect to any conduct subject to this
O der;

E. For the purposes of this Order, each defendant shall,
unl ess otherw se directed by the Comm ssion's authorized
representatives, mail all witten notifications to the Conm ssion
to: Assistant Regional D rector, Federal Trade Comm ssion, 10877
Wl shire Blvd., Suite 700, Los Angeles, California 90024,

F. For the purposes of this section, "enploynment” includes
the performance of services as an enpl oyee, consultant, or
i ndependent contractor; and "enpl oyers"” include any individual or
entity for whom any defendant perforns services as an enpl oyee,
consul tant, or independent contractor; and

G For purposes of the conpliance reporting required by
this section, the Commi ssion is authorized to comruni cate
directly with defendants.

X, AUTHORI TY TO MONI TOR COMPLI ANCE

| T 1S FURTHER ORDERED that the Comm ssion is authorized to
nmoni t or defendants’ conpliance with this Order by all |awful
means, including but not limted to the foll ow ng:

A The Comm ssion is authorized, w thout further |eave of
the Court, to obtain discovery fromany person in the manner
provi ded by Chapter V of the Federal Rules of C vil Procedure,
Fed. R Cv. P. 26 - 37, including the use of conpul sory process
pursuant to Fed. R Civ. P. 45, for the purpose of nonitoring and
i nvestigating defendants’ conpliance with any provision of this
O der;

B. The Comm ssion is authorized to use representatives

posi ng as consuners or suppliers to any defendant, their
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enpl oyees, or any other entity owned or controlled in whole or in
part by any defendant, w thout the necessity of identification or
prior notice; and

C. Nothing in this Order shall Iimt the Conmm ssion's
| awf ul use of conpul sory process, pursuant to Sections 9 and 20
of the FTC Act, 15 U S.C. 88 49, 57b-1, to investigate whether
any defendant has violated any provision of this Oder, the FTC
Act, or the TSR

Xl . ACCESS TO BUSI NESS PREM SES

| T 1S FURTHER ORDERED that, for a period of five years from
the date of entry of this Order, for the purpose of further
determ ning conpliance with this Order, defendants shall permt
representatives of the Conm ssion, within three business days of
receipt of witten notice fromthe Comm ssion:

A Access during normal business hours to any office, or
facility storing docunents, of any business where (1) any of the
defendants, individually, or in conbination with any of the other
defendants is the majority owner of the business or directly or
indirectly controls the business, and where (2) the business is
engaged in telemarketing, or in assisting others engaged in such
busi ness. I n providing such access, the defendant shall permt
representatives of the Conm ssion to inspect and copy al
docunents relevant to any matter contained in this Order; and
shall permt Comm ssion representatives to renove docunents
relevant to any matter contained in this Order for a period not
to exceed five business days so that the docunents may be
i nspected, inventoried, and copi ed;

B. To interview the officers, directors, and enpl oyees,
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including all personnel involved in responding to consuner
conplaints or inquiries, and all sal es personnel, whether
desi gnat ed as enpl oyees, consultants, independent contractors or
ot herwi se, of any business to which sub-section (A) applies,
concerning matters relating to conpliance with the terns of this
Order. The person interviewed may have counsel present; and

C. Upon application of the Comm ssion and for good cause
shown, the Court may enter an ex parte order granting i medi ate
access to the business prem ses of any defendant for the purposes
of inspecting and copying all docunents relevant to any matter
contained in this Oder.

Xi1. DI STRI BUTI ON OF ORDER BY DEFENDANTS
| T 1S FURTHER ORDERED that, for a period of five years from

the date of entry of this Order, defendants shall

A Provide a copy of this Order (excluding Attachnents C,
D, and E) to, and obtain a signed and dated acknow edgnent of
recei pt of sane from each officer or director, each individual

serving in a managenent capacity, all personnel involved in

respondi ng to consuner conplaints or inquiries, and all sales
personnel , whether designated as enpl oyees, consultants,

i ndependent contractors or otherw se, imedi ately upon enpl oyi ng
or retaining any such persons, for any business where (1) any of
t he defendants, individually, or in conmbination with any of the
ot her defendants is the majority owner of the business or
directly or indirectly controls the business, and where (2) the
busi ness is engaged in tel emarketing, or in assisting others
engaged in such business; and

B. Maintain for a period of three years after creation,
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and upon reasonabl e notice, make available to representatives of
the Comm ssion, the original signed and dated acknow edgnents of
the receipt of copies of this Order, as required in
sub-section (A).

X1, ACKNOAEDGVENT OF RECEI PT OF ORDER BY DEFENDANTS

| T IS FURTHER ORDERED that within five business days after
receipt of this Order as entered by the Court each defendant
shall submt to the Comm ssion a truthful sworn and notarized
statenment, in the formshown on Attachment E, that shal
acknow edge receipt of this Order as entered and shall reaffirm
and attest to the truthful ness, accuracy, and conpl et eness of
t hat defendant’s financial statenent.

XI'V. RETENTI ON OF JURI SDI CTI ON

| T 1S FURTHER ORDERED that this Court wll retain
jurisdiction of this matter for the purpose of enabling any of
the parties to this Order to apply to the Court at any tine for
such further orders or directives as nmay be necessary or
appropriate for the interpretation or nodification of this Order,
for the enforcenent of conpliance therewith or the punishnent of
vi ol ations thereof.

It is so Ordered.

DATED this __ day of , 2000.

Hon. James A. Teilborg
United States District Judge
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TELEMARKETI NG SALES RULE
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ATTACHVENT B

WARNI NG
DON T SI GN UP OR PAY MONEY UNTI L YOU READ THI S NOTI CE

Pl ease initial where applicable:

1. | understand that the conpany that is offering to sell ne
this product or service, _ (*conpany nane, to be conpleted by
seller) , is not related in any way to Visa, MasterCard, or any

bank that issues credit cards. o
Consuner initial here

[If product/service relates to low interest credit cards]

2. | understand that (*conpany nane, to be conpleted by
seller) cannot help nme get any credit card. | understand that

they are selling a |ist of banks that offer credit cards, that

t he banks will decide whether or not they will issue ne a credit
card and at what interest rate, that (*conpany nane) has not
determined whether | will qualify for credit with any of those
banks, and that | could get bank information nyself from other
sour ces.

Consuner initial here

3. | understand that, once this authorization is received by
t he conpanr selling ne this product or service, ny credit card
account will be charged $ , by (conpany nane, to be

conpl eted by seller

Consuner initial here__
[if proposed transaction is an account debit] _ _
4. | understand that, once this authorization is received by
the conpany selling me this service, ny bank account nunber
will be debited the amount of $

Consuner initial here

5. | understand that the conpany’s refund policy is (*to be
conpleted by seller)

| read and signed this notice on

CONSUMER S SI GNATURE

CONSUVER S NAME (pl ease print):
STREET ADDRESS:

CI TY, STATE, ZI P CODE
TELEPHONE NUMBER
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ATTACHVENT C

1. Docunents encl osed with Decenber 1, 1999, letter from

Peter F. Fisher to Tanya F. Mayorkas and Raynond E. MKown,

i ncl udi ng:

a.

Lexi s docunent on the Ascendi x G oup, Inc. as
filed with the Arizona Secretary of State;

I nformation on the Ascendi x G oup, Inc. obtained
fromthe Ofice of the Arizona Secretary of State,
Cor porati on Comm ssi on;

1st Capital Bank Statenents of Account for the
Ascendi x G oup, Inc.;

Federal and State Tax Returns filed by the
Ascendi x Group, Inc. for tax years 1996 and 1997;
Lexi s docunent on the Ascendi x Marketing and
Communi cations, L.L.C, as filed with the Arizona
Secretary of State;

I nformati on on Ascendi x Marketing and

Communi cations, L.L.C., obtained fromthe Ofice
of the Arizona Secretary of State, Corporation
Conmi ssi on;

1st Capital Bank Statenents of Account for
Ascendi x Marketing and Comruni cations, L.L.C
Federal and State Tax Returns filed by Ascendi x
Mar keti ng and Communi cations, L.L.C. for tax year
1998;

Lexi s docunent showi ng information On Liberty
Direct, Inc., as filed with the Arizona Secretary

of State;
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] - Blank formletter fromLiberty Direct, Inc. to be
sent to any custoner who has requested a refund;
k. 1st Capital Bank Statenments of Account for Liberty
Direct, Inc.;
l. Federal and State Tax Returns filed by Liberty
Direct, Inc. for tax years 1998 and 1999;
m Statenent of Refunds by Liberty Direct;
2. Profit and Loss Statenents for:
a. Li berty Direct, Inc. for Jan. 1, 2000 through
February 28, 2000;
b. Casis Security for January 1, 2000 through
February 28, 2000 and April 26, 1999, through
Decenber 31, 1999;
C. The Ascendi x G oup, Inc. for January 1, 2000
t hrough February 28, 2000 and January 1999 t hrough
Decenber 1999;
3. Bal ance Sheet for The Ascendi x Goup, Inc., dated
February 28, 2000;
4. Federal Tax Returns for:
a. David and Anita Furnia for 1996 and 1997,
b. Paul and Marcella Wggs for 1995, 1996 and 1997
(note that Paul Wggs states that he did not file
1998 return);
C. The Ascendi x Goup, Inc. for July 1997 through
June 1998;
5. The February 28, 2000 letter from Peter Fisher to Tanya
F. Mayorkas and Raynond E. MKown;
6. The February 29, 2000 letter from Peter Fisher to Tanya
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F. Mayorkas and Raynond E. MKown;

7. Binder of Liberty Direct, Inc. Bank records for 1998 and
1999 listing six accounts (4 checking and 2 noney market), which
i ncl udes an account held in the nane of Ascendix G oup Inc.;

8. Binder of Ascendix G oup, Inc. Bank records, beginning
with July 1998 and into 1999;

9. Records of chargebacks to defendants’ custoners,
entitled “Total Marked as Chargebacks - Sorted by Record Nunber”,
and beginning with Nera Sawfer and ending with Jason M Del ong;

10. The May 24, 2000 letter from Peter Fisher to Tanya
Mayor kas and Raynond E. McKown; the attached financial statenent
formfor Ascendi x Security, Inc., d.b.a QCasis Security Conpany;
and the foll ow up explanatory letter from Peter Fisher to Tanya
Mayor kas and Raynond E. McKown, dated June 5, 2000;

11. The May 23, 2000, Financial Statenent of Ascendi x
Security, Inc.;

12. The May 1, 2000, Financial Statenent of The Ascendi x
G oup, Inc.;

13. The financial docunents attached to the Novenber 9,
2000, letter fromPeter F. Fisher to Raynond E. MKown;

14. Suppl enental “Summary Fi nanci al Schedul es” and
“Conbi ned Average Monthly Inconme and Expenses for You, Your
Spouse, and Your Dependents for the Last 6 Months” from Wggs and
Furnia submtted on Novenber _ , 2000.
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ATTACHMVENT E
UNI TED STATES DI STRI CT COURT
DI STRICT OF ARI ZONA

Cv 99 - 1637 PHX RCB
FEDERAL TRADE COWM SSI ON,

Pl aintiff,
AFFI DAVI T OF [ DEFENDANT]
VS.

LI BERTY DI RECT, | NC.,

PAUL L. WGGS, individually
and as an officer of Liberty
Direct, Inc., and

DAVID C. FURNI A, individually
and as an officer of Liberty
Direct, Inc.,

Def endant s.

[ Def endant], being duly sworn, hereby states and affirns as
fol |l ows:

1. My nane is . My current residence address

is (list street, city state, zip code, country) ) | am a

citizen of the United States and am over the age of eighteen.
have personal know edge of the facts set forth in this Affidavit.
2. | ama defendant in FTC v. Liberty Direct, Inc., et al

CV. 99 - 1637 PHX RCB (United States District Court for the

District of Arizona).

3. On , 2000, | received a copy of the Final Judgnent
and Order for Permanent |njunction Agai nst Defendants Liberty
Direct, Inc., Paul L. Wggs, and David C. Furnia, which was
signed by the Honorable [nane of U. S. District Judge] and entered
by the Court on , 2000. A true and correct copy of the
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Order | received is appended to this Affidavit.

4. | hereby state that the information contained ny
financial statenment, as identified in paragraph X Il of the
Order, which was executed signed on , and provi ded

to the Federal Trade Conm ssion shortly thereafter was true,
accurate, and conplete at such tine.

| declare under penalty of perjury under the |laws of the
United States that the foregoing is true and correct. Executed on

, 2000, at [place].

[ Name of Defendant & signature]

State of , Gty of

Subscri bed and sworn to before me

Notary Public
My Comm ssi on Expires:
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CERTI FI CATE OF SERVI CE

My nane is Raynond E. McKown. | am an attorney enpl oyed by
t he Federal Trade Conm ssion, 10877 W/ shire Boul evard, Suite
700, Los Angeles, California 90024. On I
deposited the docunent captioned “(Proposed) FINAL JUDGVENT AND
ORDER FOR PERMANENT | NJUNCTI ON AGAI NST DEFENDANTS LI BERTY DI RECT,
INC., PAUL L. WGGS, AND DAVID C. FURNIA,” in the first class

United States mail, addressed to the foll ow ng:

Pet er Fi sher

Schmtt, Schneck, Fisher, Snmyth & Herrod, PC
1221 East Gsborn Road, Suite 105

Phoeni x, AZ 85014-5540

Ri chard H nz & Sheri Stevens
Arizona Attorney General’s Ofice
1275 West Washi ngt on

Phoeni x, AZ 85007

Sue A. Klein

Asst. United States Attorney
U. S. Courthouse

230 North 1st Avenue, Room 4000
Phoeni x, AZ 85025

| declare under penalty of perjury that the foregoing is
true and correct. Executed this day of at
Los Angeles, California.

Raynond E. McKown
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