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UNITED STATES DISTRICT COURT
DISTRICT OF NEW JERSEY

FEDERAL TRADE COMMISSION, cviL actionyo. Ok~ 5% %
Plaintiff, S

v, STIPULATED PERMANENT =
INJUNCTION AND ORDER AS TO -
THOMAS N. SALZANO and INDIVIDUAL DEFENDANT

THOMAS N. SALZANO
PETER I. SALZANO, individually and as

officers of NorVergence, Inc.,

Defendants

Plaintiff, the Federal Trade Commission (“FTC” or “Commission”), has filed a lcomplaih.t ) | o
naming Thomas N. Salzano and Peter J. Salzano as defendants, individually and as officers of }

NorVergence, Inc. (“NorVergence™), simultaneously with the filing of this Stipulated Permanent -
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Injunction and Order (“Order”). The FTC originally filed a complaint in this C‘oprt on
November 4, 2004, against NorVergence, and on July 22, 2005, a Default Judgment an;i Ordér
for Permanent Injunction and Monetary Relief was entered against NorVergence l(Ci\}.: |
No, 04-5414). |

The FTC’s complaint seeks a permanent injunction and other relief pursuant to

Section 13(b) of the Federal Trade Commission Act (“FTC Act™), 15U.8.C. § 5‘3(b)‘.‘The F _TC - -

and defendant Thomas Salzano have conferred through counsel and agreed to settlement of this =~ -~

action without adjudication of any issue of law or fuct alleged herein. This Drde'r,‘rcsolves all
matters arising from the allegations in the complaint, which are disputed by defendant. The : -
Commission and Thomas Salzano consent to entry of this Order. |
THEREFORE, the Commission and defendant Thomas Salzano having rcquésted the o
Court to enter this Order, it is ORDERED, ADJUDGED, AND DECREED as follows: |
FINDINGS
1. This Court has jurisdiction over the subject matter of this case and jun"sdicti‘oh 'l B
over the defendant. Venue in this district is proper. |

2. The complaint states a claim upon which relief may be granted against defendant -

Thomas Salzano under Sections 3(a) and 13(b) of the FTC Act, 15 U.S.C. §§ 45(a) and 53(5).': ] o

3, The activities of defendant Thomas Salzano described in the complaint are in o
. affecting commerce, as defined in Section 4 of the FTC Act, 15 U.8.C. § 44.

4, Defendant denies the allegations of the complaint except as expressly stated in the |

Findings section of this Order. Entry of this Order shall not constitute an admission of liability o

by defendant Thomas Salzano or a determination by this Court that defendant Thomas Salzano

has engaged in violations of the FTC Act or any act or practice alleged in the Complaint,
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5. It is understood by the FTC that in the course of investigation of this matter and R

entry into this Order, defendant Thomas Salzano has not waived and does not Wai{ra'his'f}ﬁvilégc_' o

against sclf-incrimination under the Fifth Amendment to the Constitution of the United States, |

and nothing in this Order shall constitute or be deemed such a waiver.,

0. Defendant Thomas Salzano has waived all rights to seek judicial review or
otherwise challenge or contest the validity of this Order.

7. Each party shall bear its own costs and attorneys” fees. Defendant Thomas .-
Salzano has waived any claim that he may hold under the Equal Access to Justice Act, 28 U.S;C'.‘ -
§ 2412 (as amended), concerning the prosecution of this action to the date of this Order. |

8. Entry of this Order is in the public interest,

L. DEFINITIONS

For purposes of this Order, the following definitions shall apply:

1. “Consumer” means any natural person, business, non-profit organization, or
government agency or entity. |

2, “Defendant” means Thomas Salzano.

4. “Financing” means any financing arrangement, whether styled és arental
agreement, contract, lease, or otherwise.

5. “Dealer” or “vendor™ includes def‘endant and any person or entit};‘who lofféré of
sells products or services directly or indirectly for the benefit of defendant. |

6. “Predominant purpose™ means the purpose of any financing (1) as represented to - -
the consumer by the dealer, vendor, or financing agent, or (2) as evidenced by the distﬁbutioh Df -

proceeds of the financing,
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II. PROHIBITIONS ON MISREPRESENTATIONS

IT IS ORDERED that defendant and his agents, employees, and all other ;,ergmsﬁar
entities directly or indirectly, fully or partially, under his control or under comimon cqntfo]‘with
him, and those persons in active concert or participation with defendant whd receive actual notide"l
of this Order by personal service or otherwise, in connection with offering or providing any |
products, services, or financing to consumers, are permanently restraiﬁed an& f:njqim;d ﬁ'om |
making any material misrepresentations, directly or indirectly, expressly or by ilﬁpiicatiOn, }
including: | |

L Misrepresenting that any product or service provides or will provide costs ss;ving's

for a specified or long term. | o

2. Misrepresenting the nature, terms, effects, or prcdominant'purpose .c:f aqy L

financing offered or arranged by defendant or his dealers or vendors, including but not

limited to:

a, Misrepresenting that payment on a contract or set of contraéts lér ﬁﬁanc_ing. .
will result in the consumer receiving any cost savings for a lbng terjﬁ*. |

b, Misrepresenting that a series or group of applications, forms, rental |
agreements, leases, or sales or financing contracts that consﬁmers ‘siglri are )
part of a unitied agreement or transaction under which defen'danlt:,\lvill a o
provide products or services in exchange for the consumers’ éontinued
payments.

¢ Misrepresenting that a ﬁhamcing contract linances the purchase of | ‘ a

equipment or products when a substantial portion of the financing directly

or indirectly pays for providing services or other intangibles.
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III. REQUIRED DISCLQSURES .

IT IS FURTHER ORDERED that defendant, and his agents, employ'ees, and all &hbr, |
persons or entities directly or indirectly, fully or partially, under his control or under common
control with him, in connection with offering or providing any telecommunications services or |
related financing to consumers, shall clearly and conspicuously disclose, in writing and orally '
during sales presentations: o |

1. The nature of any long-term commitment, or lack thereof, from ahy, serwce )

provider for any long-term services defendant is protmising to provide to comurﬁers.'.

2. That telecommunications equipment may be of kitle or no veilu; to the consumer

if any related services are not provided, when that is in fact the case.

Provided, however, that this section shall not apply to the offering or sale of teleccrmmunicatigné :: R

services in conjunction with the offering or sale of goods or equipment, where'the‘servic‘es are
incidental to the goods or equipment and are sﬁmll in value in comparison with the goods or
equipment. - | |
IV. PROHIBITIONS ON PROVIDING MEANS AND INSTRUMENTA‘LlITI'ES; |
IT IS FURTHER ORDERED that defendant, and his agents, employees,l and all other |

persons or entities directly or indirectly, fully or partially, under his control or undei_- ‘co,mmoi: .

control with him, and those persons in active concert or participation with defendant who receive

actual notice of this Order by personal service or otherwise, in connection with the sale or
financing of any products or services to consumers, are permanently restrained and enjoined
from providing to others, through form contracts where the contract is designed or drafted by the o

defendant, or otherwise, the means and instrumentalities to-
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L. Misrepresent that consumers owe money regardless of whether consumers receive .

products or services promised to them.

2. File collection suits in forums other than the county where the consumer resides at S

the commencement of the action or the county where the consumer signed the contrag:t‘ |
sued upon.

V. MONETARY RELIEF
IT I8 FURTHER QRDERED that:

A. Judgment in the amount of $50,000,000 is entered against defendant as restitution

for consumer injury. Provided, however, that this judgment shall be suspended unti further ord'g'r‘," L R

of the Court pursuant to Section VI of this Order (Right to Reopen).

B. All funds paid pursuant to this section and Section VI of this Order shall be
deposited into a fund administered by the FTC or its designated agent to be used for lcqu.itable :
relief, including, but not limited to, restitution and any attendant expenses for the admini‘strati'oﬁ‘ -
of any monetary fund. In the event that direct restitution for consumetrs is Wholly or partiélly . DR
impracticable or fiunds remain after restitution is completed, the FTC may apply any féﬁléining ' B

funds for any other equitable relief (inchuding consumer information remedies) that it determines °

to be reasonably related to defendant’s practices alleged in the complaint, Any mﬁds' not us;edl fd}r' B -

this equitable relief shall be deposited into the U.S. Treasury as disgorgement. The defendant
~shall have no right to challenge the FTC’s éhoic:e of remedies or distribution of ﬁmdslundér th.'lS B

section. |
C. The FTC and defendant acknowledge and agree that no porﬁun ofthis judgm&nt

for equitable monetary relief shall be deemed a fine, penalty, punitive assessment, or forfeiture.
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D. The defendant acknowledges and agrees that all money paid pursﬁ;tnt tq this
Order 1s irrevocably paid to the FTC for purposes of seitlement between the FTC &nd the
defendant, and the defendant relinquishes all rights, title, and interest to that rﬁoney‘. '

E. The defendant is required, in accordance with 31 U.8.C. § 7701, to ﬁn‘msh to the
FTC his tax identification numbers which shall be used for purposes of colleutmg and reportmg, -
on any delinquent amount arising out of thig Order. |

F. The defendant agrees that the facts as alleged in the complaint filed in thisaclti'or;' |

shall be taken as true, without further proof, in any subsequent litigation filed by the Commission

to collect any unpaid amount or otherwise enforce its nights pursuant to this Order, including any "~

nondischargeability action filed by or on behalf of the FTC in any bankruptey case.
VI. RIGHT TO REOPEN C

A. IT IS FURTHER ORDERED that the Conunission"s‘ agreement o this Dfdcr as tol‘ -
the defendant is expressly premised upon the accuracy of defendant’s tax returns ﬁs providedl tol
the FTC on August 23, 2005, and upon the Commission’s belief that defendant’s asSéts dq ot
- exceed those listed in the Confidential Asset Schedule ("CAS™) created by FTC staff aﬁd
provided to defendant on April 18, 2006. The CAS shall be treated as a confidential document
for all purposes and by all parties except if the Commission seeks 1o assert its right to reopt:ri
under this Section or if a valid court order orders its release. N |

B. If, upon motion by plaintiff, this Court finds that defendant’,s‘assets alt the time )
~ this Order was entered materially exceeded those described in the CAS, or that defendant’sl
income tax schedules materially understated defendant’s income or materially u,v_erstlated .
defendant’s tax liability, the Court shal] enter a judgment against the defend.aﬁt m ltl'avbr of tlié , -

Commission in the amount of $50,000,000 and the entire amount shall become immedia‘lte]y‘dué o
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and payable, less any amount previously paid. Provided, however, that in all other respects, this - -

Order shall remain in full force and effect unless otherwise ordered by this Coﬁrt and' provided‘ |

further that proceedings instituted under this paragraph are in addition to, and not in lxeu of any S

other civil or criminal remedies as may be provided by law, including any other proceadmgs
plaintiff may initiate to enforce this Order. -
VH. RECORD KEEPING .
IT IS FURTHER QORDERED that, for a petiod of five years from the dafc of entry of tﬁis ‘
Order and for any business in which defendant has a majority interest of otherwisc: substantially
controls the business (whether or not with a management title such as president, chief ekeeutivg:,‘
or managing partner), defendant and his agents, employees, and corporations, arfl:.h'ercby : "

restrained and enjoined from failing to create and retain the following records:

1. As to cach consumer complaint concerning mistepresentation or traud, whether -

received directly or indirectly or through any third party, records that shﬂil inf?lUdé;“?:t a o

minimum:

a. The consumer's name, address, telephone number, and‘accolunt nuﬁlbér. |

b. The written complaint, if any, or a summary of any verbal complémt; and . :l ‘
the date of the complaint,

C. The basis of the complaint, including the name of any person'pf e'ntitjf |
complained of, and the nature and result of any investigatibn condul:l:ted S
concemning any complaint.

d. Each response and the date of the response.

e Any final resolution and the date of the resolution.

f. In the event that no action is taken on the complaint, the reaslon for the
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naction, or if action is taken, the basis for talcing the acti;)n.
2. As to any telecommunications services offered or sold to consumers with
financing, unless the services are incidental to the offering or sale of goods lor éciuipmeﬁt
and are small in value in comparison with the goods or equipment,‘records' that shall
include, at 2 minimum:
a. A description of all related products and services sold.
b. Prices of all related products and services, including but not limited to

manufacturers’ and suppliers’ brochures and wholesale and retail price

lists.
c. Cost to defendant’s business of all related products and services. .
d. Copies of all forms and contracts related to the transaction that are signed .

by consumers.

e. Advertising and promotional materials for the products and services,
including but not limited to copies of web site pages.

f. All sales scripts and sales training materials.

VIII. DISTRIBUTION OF ORDER

IT IS FURTHER ORDERED that, for a period of five years from the date of entry of this

Order, for any business offering or providing telecommunications services to consumers, where

defendant has a majority interest or otherwise substantially controls the business (whetherornot. - -

with a management title such as president, chief executive, or managing partner), defendant shall
deliver a copy of this Order to all principals, officers, directors, and managers of that bu;;'ines's..' '
Defendant shall also deliver copies of this Order to all employees, apents, and feprééeﬁtatives of

that business who engage in offering or providing telecommunications services to consumers,

PERM. INI. AND ORDER AS TO THOMAS SALZANG - p.9
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For current personnel. delivery shall be within ten days of service of this.Ordér upon Defendant.
For new personnel, delivery shall occur prior to them assuming their rESponéihilities; |
Provided, however, that this section shall not apply to businesses where the offering or salé'o‘f:
telecommunications services is only in conjunction with the offering or sale of goods or '
equipment, and where the services are incidental to the goods or equiptment and are smﬁil in
value in comparison with the goods or equipment.

IX. COMPLIANCE REPORTING

A. IT IS FURTHER ORDERED that, in order that compliance with the provisions of ':' o |

this Order may be monitored, for a period of five years from the date of entry of this Order,
defendant shall notify the Commission of: | |
1, Any changes in defendant’s residence, mailing addresses, and feléphoné numbers,
within 20 days of the date of that change. o |
2. Any changes in defendant’s employment statys (including self-employment) | |
within 20 days of that change. The notice shall include the name and address of each - L
business that the defendant is affiliated with or employed by, a statement otthc naﬁm: of .
the business, and a statement of the defendant's duties and responsibiljtiéé iﬂ corinection .. B

with the business or employment.

B. ITIS FURTHER ORDERED that defendant shall provide to the Commission ~ -~

copies of his 2004 and 2005 federa) tax returns within 15 days of the filing of each return.

C.  ITIS FURTHER ORDERED that 180 days after the date of entry of this Order, o

defendant shall provide a written report to the FTC‘ sworn to ot affirmed under pendlty of

~ perjury, setting forth in detail the manner and form in which he has complied and is complymg

with this Order. This report shall include, but not be limited to, any changes requlred to be
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reported pursuant to Paragraph A above.

D. For the purposes of this Order, defendant shall, unless otherwise directed by ‘t‘ht‘:] o
Commission's authorized representatives, mail all written notifications or other communications
to the Commission to:

Associate Director for Enforcement

Federal Trade Commission

600 Pennsylvania Ave, NW

Washington, DC 20580

Re:  FTC v. Thomas N. Salzano
Civil Action No. [insert docket number]

X. COMPLIANCE MONITORING
IT IS FURTHER ORDERED that, for the purpose of monitoring and‘iﬁvestigat‘ir‘lg' ' BT
compliance with any provision of this Order: R
A, Within 20 days of receipt of written notice from a representative of the
| Comrmission, defendant shall submit additional written reports, sworn to under pénalfy of
perjury; produce documents for inspection and copying; appear for deposition; and/or .pfolw.fidc: 3 : l; |
entry during normal business hours to any business location in the deft:ndant‘s‘ pd’ésessdiolnldr o
direct or indirect control to inspect the business operation; | |
B. In addition, the Commission is authorized to rhonitﬁr compliance wfth thu. Drdcr =
by all other Jawful means, including but not limited to the following; |
1. Obtaining discovery from any person, without further leave of colull"t', Lisiﬁg. thé- S
procedures prescribed by Fed. R. Civ. P. 30, 31, 33, 34, 36, and 45.
2. Posing as consumers to defendant, defendant’s employees, ény ot_hc-;r entity .
managed or controlled in whole or in part by defendant, and defendant’s dgalcrs'and

vendors, without the necessity of identification or prior notice.

'PERM. INJ, AND ORDER AS TO THOMAS SALZANO - p. 11
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C. Defendant shall permit representatives of the Cornmission to interview a=;my
employer, consultant, independent contractor, representativé, agent, or mplbyee who has ag;et:d L | .
to such an interview, relating in any way to any conduct subject to this Order. Th_«lt:lpéi*goﬁ | ) L
interviewed may have counsel present. | M

D. Nothing in this Order shall limit the Commission’s lawful use of ;onipﬁlsory |
process, pursuant to Sections 9 and 20 of the FTC Act, 15 U.8.C, §§ 49 and 57b-1, to obtain any. - .-
documentary material, tangible things, testimony, or information relevant to Linfai: or dcééptive l' N o
acts or practices in or affecting commerce (within the meaning of 15 U.S.C. § 45(;1).('1)). . g

XI. ACKNOWLEDGMENT OF RECEIPT OF ORDER BY DEFENDANT . R

A, IT IS FURTHER ORDERED that defendant, within five days of receipt of thls N Lo
Order as entered by the Court, must submit to the Commission a truthful sworn stét&ﬁéﬁtl o |
acknowledging receipt of this Qrder.

XII. RETENTION OF RIGHTS | |
IT IS FURTHER ORDERED that nothing in this Order shall constitute or be cqﬁstrﬁéd Clu‘r..

applied as a waiver by defendant of all rights otherwise accorded under the United States

PERM. INI. AND ORDER AS TO THOMAS SALZANO - p. 12
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Constitution,
XIIL. RETENTION OF JURISDICTION |
A, IT IS FURTHER ORDERED that this Court shall retain jurisdiction of this matter .

for all purposes, including construction, modification, and enforcement of this Order.

c——_
SO ORDERED, this_-% day of A tams . 2006,

) [

UNITED STATES DISTRICT JUDGE

The parties consent to the terms and conditions of the Stipulated Pt,rmanent Injunction
and Order as set forth above and consent to its entry.

N Q‘ﬂ FOR PLAINTIFF FTC:
/(A,.j? qRifoe  Dated: 4/20/ , 2006

'I\HbMAS W. SM (date mgned)

WILLIAM BLUMENTHAL o
(3eneral Counsel

ERIC M. RUBIN

Attorney for Thomes Salzano M |
Rubin Winston Diercks Hards & Cooke, LLP -

1155 Connecticut Avenue, NW Sixth Floor RANDALL H'BROOK

Washington, D.C. 20036 ROBERT J. SCHROEDER
Attorneys for the .
Federal Trade Cotmission.
915 2nd Avenne, Ste. 2896
Seattle, WA 08174
206.220.6350
206.220.6366 (fax)
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Constitution.
XIII. RETENTION OF JURISDICTION
A, ITIS FURTHER ORDERED that this Court shall retain jufisdictiéﬁ of this matter

for all purposes, including construction, modification, and cnforcement of this Order.

SO ORDERED, this day of , 2006,

UNITED STATES DISTRICT JUDGE

The parties consent to the terms and conditions of the Stipulated Pennanent lnjunctnon |
and Order as set forth above and consent to its entry. '

FOR DEFENDANT: FOR PLAINTIFF FTC:
Dated: , 2006
WILLIAM BLUMENTHAL . .
e \/\--» AL e General Counsel

ERIC M. RUBIN

Attormey for Thomas Salzano

Rubin Winston Dicrcks Harris & Cooke, LLP

1155 Connecticut Avenue, NW Sixth Floar RANDALL H. BROOK

Washington, D.C. 20036 ROBERT J. SCHROEDER
Attorneys for the ‘
Federal Trade Commission =
915 2nd Avenue, Ste, 2896
Seattle, WA 98174
206.220.6350
206.220.6366 (fax)
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