IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS

FEDERAL TRADE COMMISSION,
Plaintiff, Case No. 03-C-3904
V.

KEVIN TRUDEAU,

Defendant.
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INTRODUCTION

Trudeau$ opposition goes to great lengths to obfuscat&ehéssuein these cor@mpt
proceedingsit is Trudeau$ burden tasshowhis complete inability to payln its contempt

motion, he FTC established that Trudeau htsrly failed to take¥easonable and diligent



the only way to coee Trudeau to turn over all the assets he controls along with a genuine,

evidence
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result in purging his contemp}; SEC v. Solow682 F. Supp. 2d 1312, 1335 (S.D. Fla. 2010)
(ordering incarceratn as a civil contempt sanction despite defen§gromise to pay in the
future; SThere is a difference between making reasonatiading representations to the Court
and actually making reasonable effof}s.

Finally, Lane$ %leventh houfletteralso seemingly proposes that the FTC accept $1
million from the $2 nillion escrow fund the Cou§ ader established to protect consumers
should Trudea§ deceptive practices continuélhis offer, however, is contingent on the FTC
agreeingo reduce the bl [the required escrow] to $1 million[.]Opp. at 2 (citing Lan&
letter). A proposal to compensate the past victims of Trudedeceptive infomercials by
gutting the escrow fund the Court ordered to protect his future victims that actually reduces
consumer protection is neither®easonable and diligehéffort to comply nor something that
the FTC would ever accept.

In short,having failed to make &easonable and diligeneffort to complyiit is now
Trudeau§ burden talemonstratecategoricdly and in detail his alleged complete inability to
pay.

B. Trudeau Has Not Established His Complete Inability To Pay.

Based on unsworn and, in most cases, entirely unsupported representations in his brief,
Trudeau contends that Hpersonally does not hasufficient assets to pay the judgmén®pp.
at 1. Trudea® complete lack of candor further taihis claim, and he falls far short of the

heavy burden that a party asserting3mability to pay” must satisfy.

> Trudeau§ proposal (to reduce the escrow amount and apply $1 million of the now
escrowed funds toward the judgment) is notably inconsistent with his pdbkiipmn a
purportedly armdength transaction, GIN lent Trudeau the $2 million currently escro\Bee.
Opp. at 7 (asserting that the loan welependently justified by [GII§] seltinterest). If
Trudeau were to be believed (and he shofjlde), itwould mean that supposedly independent
GIN has now agreed, without consideration, to donate half the value of its loan toward the
judgment against Trudeau. The only plausible way to interpret the facts is that Trudeau always
controlled GIN and its $2 mitn, but hid that control from the Court. In fact, the purported
Joan” from GIN to Trudeau was really a payment from Trudeau to Trudeau.
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Specifically, a party®defending on thground of inability must establish{1) that they

were unable to coml
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Second, Trudeau fails teconcile his lavish lifestyle with his asserted poverty. Third, Trudeau
fails to refutehis control over multiple corporations.
1. Trudeau § Tax Returns Are Not Credilde.

Trudeau§ tax returns are significant because they arertheevidence Trudeau offers
that possibly could bear upon his asserted complete inability toTpageau$ brief asserts that
Jtlhese tax returns were prepared by Trudgaccountant andhéir accuracy has never been
guestioned. Opp. at 16.However, hey were not preparethy Trudeau§ accountant? they
were prepared by Trude&uiawyer, Marc Lane, who is not an accounté8geP X7:F at 109:20
21 (examination of LanePX7: (/D Q H ne)lOp/Bks.D, FH. The reason thatheir
accuracy has never been questioriedhat Trudeau did not disclose them until he attached them

to his most recent briefAnd there is every reason to question Trud&ax returns:

f More than $6 milliorin federal and state tax liens have been filed against
TrudeauPX7:D, which very strongly suggests that Trudeau has understated his
income to authorities previously.

f Trudeau hides wealth by creating the legal fiction that someone else nominally

owns asets that he actually controls. The tax returns do not disclose, asséts
asthosedisguised as Babenl§ or as the property of an offshore trust.

f Lane prepared the returrsgeOpp.Exs.D, FH, and the Court already concluded
that an earliealance sheéthat Lane prepared to demonstrate Trudgau
asserted poverty wakot worth the paper it is written onMem. Op. (ECF 157)
(Aug. 7, 2008) at §.

Given Trudeaws dishonest track recorfifudeau$ extensive asset concealment effatig fact
that Lane prepared the returagd the fact that multiple state and federal tax liens have been
filed against Trudeau, theis no reason to credit these returns.

Furthermoreeven if one suspended disbelief and credited Trufi¢ax returns, Trughu
offers no theory (and there is none) as to how tax returns that do not distldsau§ assets

could establish that Trudeau has no ass&tsideau almost certainly owsggnificantassets

8In fact, Lane helped facilitate Trudefitasset concealment efforts by arranging to form
GIN and various other Trudeaffiliated entities.SeePX2:D at 1 (Babenk$ GIN Set Up’
check to Lane); PX2:A.

® Form 1040 shows the fil&f taxable income and deductions, not assets the filer owns (or
controls). SeeOpp. Exs. FH. Trudeau also submits one 2010 corporate tax return for Trudeau
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directly in addition to those that he controls indirectiptigh corporate entities and his offshore
trust. Forinstancegarlierthis year, Trudeau stated that he inv@sigold2 and, in fact,Trudeau

has shown guests®aontaine of gold bars he stored in hidllinois home PX8 { 12. Although
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at the same time (as Trudeau reported to the FT@pgkenot employed by any entity during
much of that period. X4:B. Cf. Womack v. United States73 A.2d 603, 614 (D.C. 1996)

(Black robes are not supposed to eviscerate our common 3ense.



Network (XTRN ") rented the home, Opp. at 10, where various KJdgRiployed domestic
workers (including two personal chefs and a butler) served Trude®gtFX11* The costs of
the Oak Brook homehe chefs, and the butler are Trud&diving expenses, not thbusiness
expensesof his radio network. Trudeauaid them through KTRN to hide héssets from the

Court, the FTC, and ultimately from the more than 800,000 consumers he misled.

3. Trudeau Fails To Refute His Control Over Multiple Corporations and
an Offshore Trust.

Trudeau argues thdftlhe FTC has provided no proathat Trudeau controlGIN or the
GIN-related entities, including KTRN aniSU. Opp. at 4. But Trudeau grossly miscovesi
his burden, which he can only satistyy goming forward with evidence in supportfphis
complete inability to payln re Kademoglou199 B.R. 35, 36 (N.D. Ill. 1996) (quoting
Rylander 460 U.S. at 761%ee alscCustable 1999 U.S. Dist. LEXIS 1&, at *7 (T]he
defendant must produce evidence of poverty or insolvency that prevent comp)iéitaions
omitted). However, Trudeau offers no such evidence. Rather, he a&sentseously) that the
FTC Zites no valid evidencé,%ffers no evidece,” or has presented no evidenrdbat
Trudeau controlthe GIN-related entities Opp. 46. In fact, aclose reading of Trudedi
argument discussiripe GINrelated entitieseveals that he never actually statest he does not

controlthese entitiesSeeOpp. 36.

headquarters: it is where GIN, WSU, KTRN, and various other Truaiitiated entities all
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asset tracing as difficult as possible FTC Br. at 910. Fifth, Trudeau uses sophisticated
fassefprotection” devices designed to defeat the jurisdiction of American courts, including an

offshore trust with aduress clauséPX4:G at 44, and a Belize IBGgesupraat3 n.3
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II. CONCLUSION

Notwithstanding the complexity of Trude§uwveb ofoffshoretrusts, foreign entities, and
other asset protection devic#sis motion is extremely straightforward. Trudeau is in contempt
of this Court§ Order to pay $37 million and has not produced any evidence demonstrating his
alleged complete inability to paylhereforejncarceration is the only way tmerce higull

compliance with this Couf§ ader.

Dated:October 15, 2012 Respectfully Submitted,

David Ofoole (dotoole@ftc.gov) /sl Michael P. Mora

Federal Trade Commission Michael Mora (nmora@ftc.goy

55 West Monroe Street, Suite 1825 Jonathan Cohen (jcohen2@ftc.gov)
Chicago, lllinois 60605001 Federal Trade Commission

Phone: (312) 9666601 600 Pennsylvania Ave., N.W. {8102B
Fax: (312) 9666600 Washington, DC 20580

Phme: 202326-3373 -2551
Fax: 202326-2558
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CERTIFICATE OF SERVICE

I, Michael P. Mora, hereby certify that on October 15, 2012, | caused to be
served true copies of the foregoing by electronic means, by filing such documents through the
Court$§ Electonic Case Filing System, which will send notification of such filing to:

Kimball Richard Anderson
kanderson@winston.com

Thomas Lee Kirsch, Il
tkirsch@winston.com

Katherine ECroswell
kcroswell@winston.com

/s/ Michael P. Mora

Michael Mora (nmora@ftc.goy
Attorney for Plaintiff

Federal Trade Commission
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